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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
_ AND
SHELL WINNING N.V.
AND

SHELL QAROUN ERDOLAUFSUCHUNGS-UND GEWIN-
NOUONGSGESELLSCHAFT m.\bh.

IN
THE QAROUN AREA.

OF THE WESTERN DESERT OF THE ARAB REPUBLIC
OF EGYPT.

This Agreement made and entered into on this day of 8tk day
of April, 1984 by and between the ARAB REPUBLIG OF

EGYPT (hereinafter referred to variously as “A.R.E., or as the”
GOVERNMENT, the EGYPTIAN GENERAL PETROLEUM

CORPORATION, a legal eatity created by Law No. 167 of 1958
as amended ( hereinafter referred to as “EGPC”). SHELL

WINNING N.V., a company organized and existing under the
laws of the Netherlands and SHELL QAROUN ERDOLA-

UFSUCHUNGS-UND GEWINNUNGSGESELLSCHAFT a
company organized and existing under the laws of the Republic
of Austria (both hereinafter referred to as “SHELL” or as

“GONTRACTOR”),
WITNESSETH

WHEREAS, all minerals including petroleum, existiag n
mines and quarries in A.R.E., including the territorial waters,
and in the sea bed subject to its jurisdiction and extending beyond

the territorial waters, are the property of the A.R.E.and,
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WHEREAS, EGPC has applied for aa exclusive concession
for the exploration and exploitation of petroleum in and through-

-

out the Area referred to in Article 1I, and described 11 Annex
«“A*> and shown approximately on annex «B’’ which are attached
hereto and made part hereof : and

¥
WHEREAS, GONTRACTOR agrees 10 undertake its cbli-

gations provided herenafter as CONTRACTOR with respect
to the exploration, development and production of petroleum
in said Area ; and ‘

WVHEREAS. the COVERNMENT desires hereby to grant
such concession, and

WHEREAS, the Minister of Petroleum pursuant to the pro-
visions of law No. 86 of 1956, may enter into a concession agre-
ement with EGPQC. and with “SHELL” as a contractor N
QAROUN Area, and

WHEREAS, the Parties are desirous to provide herem a
legal framework for exploration, production, treatment of Petro-
jeurn, sale and export of crude oil and gas 1 liquid form, and tor

) . &
the development of, and compensation for National Gas Reserves,

correndered to E.G.P.C. in the AR.E. as provided under this

Concession Agreement.

NvOW, THEREFORE, the parties hereto agree as follows

ARTICLE 1.

DEFINITIONS.

Affiliated Company- Mcans a Company :

(z) The share capital, conferring a majority of votes at sharehol-
ders’ meetings of such company, of which s owned directly

or indirectly by aparty hereto ;
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(12) Which 15 the owner directly or indirectly of sharc capital
conderring a majo:ity of votes at shareholder’s meeting of a
party hereto ; or

(z12) Whose share capital conferring a majority of votes at share
holders’ meetings of such company and the share capital con-

ferring a majority of votes at shareholders’ meetings of a party
hereto are owned directly or indirectly by the same company.

Notwithstanding the foregoing sub-paragraph an “Athhated
Company” means in relation to Shell :

N.V. Koninklijke Nederlandsche Petroleum Maatschappij
and The “Shell” Transport and Trading Company, p.l.c. and any
company which 1s for the time being directly or indirectly control-
led by N.V. Koninklijke Nederlandsche Petroleum Maatschappij

and The ‘“Shell” Transport and Trading Company, p.l.c. or
etther of them.

For the purpose of foregoing definition

() a company is directly controlled by another company or com-
pantes holding shares carrying in the aggregate the majority
of votes exercisable at general meetings ;

(2) a particular company is indirectly controlled by a company
or companies (hereinafter called ‘‘the parent companyv or
companies’’) 1f a series of companies can be specified, begin-
ning with a parent company or companies and ending with
the particular company, so related that each companv of
the series, except the parent companv or companies, 15 dire-

cth* controlled by one or more of the companies earlier in the
series.

Area— Means the area described in - Annex ““A” and shown ar-
proximatelv on Annex “B’’ hereto.
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A.R.E. Coatractor — Means EGPC 1if 1t has assuimed contra-

ctor’s rights and obligation.s pursuant to paragraph XII.3 of this

A greement.

Barrel— Shall consist of forty-two (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees (60°)

Fahrenheit.

Commercial Gas Discovery— Means the Gas Reserves dis-
covered and assessed by CONTRAGTOR and potentially avai-
lable for export outside the A.R.E. after satistying the National
Gas Reserves at the time CONTRACTOR notifies EGPG that

all the Essential Requirements necessary to proceed with a Gas

Export Project have been met.

Commercial Oil Discovery— has the meaning set fortth i

paragraph III (C).

Commercial Qil Well — Means the first well in any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, butin any event 1n accor-
dance with,sound and accepted industry production practices, and
verified by EGPC, is found to be capable of producing at the
average rate of not less than Three Thousand :3000) Barrels of oil *
per day (BOPD). The date of discovery of a “Commerical Oil
Well” is the date on which such well is completed and tested

according to the above.
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Contractor Member Company -~ Means an individual Cor-
poration, Partaership or other similar legal entity (excluding

EGPC and the Government) owning a percentage of CONTRA-
GTIOR’s participating interest in this A greement.

Cost Recovery Crude Oil— Has the meaning set forth in Arti-
cle XIIT O. (a) (i) of this Agreement.

Development Block— Shall mcan an area, the corner pomnts
of which have to be coincident with 3'x3" latitude and longitude
divisions according to the International Grid System where pos-
sible or with the existing boundaries of the Area covered bv this
Concession Agreement as set out in Annex ““A”.

Development Lease (s)— All or part of a Development Bloc
or Blocks covering the geological structure capable of producrion,
the corner points of which have to be coincident with 3" x g lati-
tude and longitude divisions according to the International Grid
System where possible or with the cxisting boundaries of the Area
covered by this Concession, Agreement as set out in Annex A’

Downstream Facilities — Shall include, the facilities for ope-
rations and activities carried out and conducted from the Gas
Delivery Point (s) to and including the Gas Export Point (s)
In relation to lines transporting Gas, processing plant (s), storage

>

of products in a liquid state, mooring facilities and all other appro-
priate facilities for the salc and export of Gas, Gas Products, and/or
Gas Derivatives from the A.R.E. including support facilities
as deemed necessary and  included in the Gas Export Project
Feasibility Study. '

For the purpose of determming the investments related to the Dow-
nstream Facilities, such term shall include all the operating costs




VAAE L gl ¥4 b (1) 5y V| ol — s Jl sl VA

u::-&ﬂj.b_gGJbJ‘QJQ‘LM‘PTuqu:LJG?ﬂ;fMJﬂl
v odn oot GG Jew 5 OF e ¢ 5L gkt YY) s m b

i SRR

SLblisl 3 Goio vodd ol 0 ST 51 Jslis (g o1 24! & m

¢ QB A Wby W B o O g A
o : ‘:)\{__;«J‘ f’:{__:t"
L Call il e L a AV A e a8 a3 5 Ll on

. UU}YL OaEJ| QJS‘I" N4 D Ujﬁi\;

D Ol
.':Aa:ﬂ_’h 145_3‘;.” _;:.L.a.! tjjj,a quL&A;{_’lLL‘ :.,L_,.Ellu,..:
N A AW A Ge 0 VY sl d

-

: m:“

Juel oy bais ssally (o sdsadly (o gl ol Dot Joy
U Ol O g8 g ¢ sl DLl Juall il 8 53,0 JI gl
Ay A g gl SELY DLW o 2ty Shall ol Az gl s
wsdl o laés A,y zdt S BLaSYI i o ool S8y O a0
Sledls Sl @l Jal e By aadl o1 ol 24 ¢ By @Gll) L,
DUy Jeall el 5 350y o LD WSy 48 I3, ¢ el Aol ol
o Loedl Sllans rLJ‘«w))MLAMj;aM\



VA MAE e pelewt 3 (1) S AW s L S

L o=

—p— PSS S p—— TR

incurred by JOCO, or any other co-operative arrangements, as
the case may be, up to the date of the Initial Commercial Produ-

ction of Gas, such operating costs being capitalised.

Early Producer — Means EGPC and any coatractor (s) hol-
ding rights in Gas Reserves allocated to the Gas Export Project
prior to setting up of JO 3O or of any other Co-operative arrange-

ments and to be produced and delivered to said entities.

Effective Date — Means the date on which the text of this Conces-

sion Agreement is signed by the GOV ERNMENT, EGPC and
CONTRACTOR, after the relevant law i 1ssued.

Essential Requirements — Means the pre-requisites for the

achievement of a Gas Export Project as set out in Article XIT of

this Concesion.

Exploration — Shall include such geological, geophysical, aerial
and other surveysas may be coatained in the approved work
Frogram and Budjets, and the drilhing of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or

' TR

the appraisal of Petroleum discoveries and othar related holes and

wells, and the purchase or acquisition of such supplies, materials
and equipment therefor, all as may be contained in the approved

Work Program and Budgets. The verb “explore” means the

act of conducting exploration.
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Exploration Block — Shall mean an area, the corner points
of which have to be coincident with 67 x 6’ latitude and longitude
divisions, according to the International Gnd System where
possible or with the existing boundaries of the Area covered by

this Agreement as set out in Annex “A”,.

Exploration Exrenses — Meaas the costs and the expenses
and expenditures incurred and paid by CONTRAGTOR for

Exploration operations and for the Assessment of the Gas

Reserves.

Financial Year — Means the GOVERNMENT’s financial year.

Gas — Shall, for the purposes of satisfying the National Gas]
Reserves and the payment of campensation by EGEC to GON'I‘RA-# |
CTOR under this Agreement, mean natural gas hoth associated
and non-associated, as included in-the Gas Reserves and all of
its constituent elements produced from any well in the Area and
all non hydrocarbon substances therein j it mcludes Residue Gas,
and shall, for the purposes of Cost Recovery and production sha-

ring after satisfving the National Gas Reserves, mean LNG, Gas

products and-or Gas Derivatives.

Gas Delivery Point — Means the flange (s) connecting Downs-
tream Facilities to the outlet from Gas Producer (s) tacilities where

Residue Gas is delivered to the Downstream Facilities,
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Gas Derivatives — Are"nongaseous fuel and/or feedstock subs-
tances produced in industrial processing plants where, Gas 15 used

as raw material, such as, but not limited to, methanol, methyl fuel,

synthetic gasoline.

Gas Development — Shall include, but not be limited to, all

the gas development operations and activities pursuant to approved

Work Program and Budgets, under This Concession Agreement 1in

relation to 1

—~ Drilling, pluggiag, deepeniag, side-tracking, re-drilling, com-
pleting, equipping of Development wells, and

— Design, construction, installation, servicing, aad maintenpance
of equipmeat, lines, systems, facilities, plants, and related jope-
rations ; to produce and operate said wells ; to take recycle,
save, treat, handle, flare transport, and deliver Gas tofthe Gas
Deliver}f Points (s), and to take, save treat, handle, store, flare,

transport, and deliver Lease Condepsate to the Gas Export

Point.

Gas Discovery Well — Shall mean the first well drilled in a
new structure capable of producing a rate of Residue Gas not
lower than an average of One Huadred Thousand (100,000)
S.G.M./day, for a period of not more than twenty (20) consecu-

tive days.

Gas Export Point Means the lange (s) connecting the Down-
i g

stream Facilities with the facilities of buyer or of the Party hereto

takin g ia kind its share of the Downstream Facilities output.
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Gas Export project — Has the meaning set forth in Article X1

of this agreement.

Gas Products — Shall mean Natural Gas Liquids extracte
from Residue Gas in the Downstream Facilities and consisting pri
marily of one or more hydrocarbons heavier than methane, suct

as ethane, propane, butanes, and heavier component mixtures

Gas Recycling Project — Has the_ meaning set forth in Article
XV hereof.

Gas Reserves — Are estimated quantites of Gas which
geological and engineering data demonstrate with reasonable

certainty to be originally recoverable from known Crude Oil and/

or Gas proved reservoirs.

Reservoirs are considered proved if producibility is supported by

either actual production or drill-stem tests. The area of a reser-

voir considered proved includes

. that portion delineated by drilling and defined by gas-oil,

gas water or oil-water contacts and

2. the adjoming portions not vet drilled but which can be
reasonably judged as productive on the pasis of relevant and

avallagble geological and engineering data.
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In the absence of information on fluid contacts, the lowest

known structural occurrence of Gas shall he the lower limit of the

reservolir.

Reserves estimates ar¢ prepared for all categories of Unflared

Associated and Non-Associated Gas. Estimates include gaseous
equivalents (in Btu) of Natural Gas Liquids expected to be recove-

red from reservoir natural Gas as it is produced, but do not

nclude non-hydrocarbon gases.

Initial Commercial Production of Gas — Has the meaning

set forth in subparagraph XIII G. (a) I. (1) of this A greement.

Initial Commercial Prodction of Qil — Has the meaning
set forth in subparagraph XIII O. (a) 1. (2) of this Agreement,

Joint Operating Company (JOGO) - Has the meaning  set
forth 1n sub-paragraph XIL2.2 (a) of this Agreement.

Late Producer — Means any Froducer,' holding rights in ex-
port Gas Reserves, other than those included in the Early Producer

definition, from which Residue Gas is delivered to the Downstearr:

Facilities.

Lean Gas—Means Gas from swhich Natural Gas Ligquids have

been separated.
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Lease Condensate — Is a Natyral Gas Liquid recovered fiom
Non-Associated Gas, gas-cap gas and from dissolved gas when fur-
Lther processed, in lease separators and field facilities upstream of
the Gas Delivery Foint. Lease Condensate consists primarilv of
pentanes and heavier hydrocarbons and is considered to be Oil
under the terms of this Agreement concerning cost recovery and

prod uction sharing.

Ligquefied Natural Gas (LNG) - Means natgral gas which

consists principally of methane and ethane and which afier the

scparation of Natural Gas Liquids is in a liquid state.

Liquid Crude Oil or Curde Oil or Qil — Means any hydrocar-
bon produced from Oil Development Lease (s) which is in a Li-

quid state at the well-head or lease separator (s).

Member Company — Means EGPC, Contractor Member

Company, or other Contractor.

Natural Gas Ligquids (NGL: —Are those portions of reservoir Gas
which are liquefizd at the surface in lease separators, field facilities
and [ or gas processing plants.  Natural Gas Liquids mclude Lease
Condensate and Gas Products. NGL for the purpose. of Cost

Recovery and Production Sharing be considered as oil.



el S ——=m— S—... ik — g — e — S, S —r

- T N J— A i

L lal R:AJEJ\ SlblosYl
¢ (.*\) TR e A a_;q.a.lb :l.?~ LS l.bL_nu

L eezal e la

alp—

A a5 e NE I & S N ‘34'{4 3 > e~ ghl u.__.:L»_Tl Sl alias

e anl O3
S| W

Dl B ¢ aadt s QU e e 0 ol @ o Pl 4Ty
L el Y s (B 8 U LI ] ERUPI V| = G99 il
a4 t_r.(a.l\ _;\. 4;L4 ,’i! Lﬁ-” 1‘:]}*‘;% J:J c,.-i _;...: ‘L‘\.:n- _;Hs:.m'_’ A ;_';Jj‘ :b.:....-.)“

o

bohadls Slaadl $los Gadss S s Lty FRRVYY o — Y
Lol VT Jatis #55Y g dalaclt LA Sl Soetly DU
Gl aigy estisly aodlaay 4 BV Js 2l 2l iy eda
b B3l Alans pldlls sl acksy Ay 4 Szl 85U Gl
o ol Y G U g BN Doy 2lly 6,05 solazul

“4.71}: [411 ;j Lﬂ;}_,&.“ M‘}“ 3‘1 :,,J‘.JEBL‘ O L.h_;@j U"J’;J‘} JU' R o
* X o \13 L‘:.IG dara.l" MVL 4zlal )

 Slleall A5 a5 2

v sallt e (T 5 2N 4 Sl s R VIR LfLﬁ de ¢ S
o 'i:é"li;‘Yl lm-\_.l ;,&



_-—

Natiqnal Gas Reserves — Has the meaning set forth in para-

graph VIII. 1.

Non-Associated Gas—Means natural Gas which i< in I'eServoirs

that do not contain significant quantities of Crude Oil.

Uil Development—Shall include, but not be limited to, all opera-
tions and activities pursuant to approved Work Program and

Budgets under this A greement with respect to :

(1) the drilling, plugging, deepening, side tracking, redrilling,
completing, equipping of development oil wells, the changiag
of the status of a well from oil well to water well and vice

versa ; and

(1) design, eingineering, construction, installation, servicing and
mainteniance of equipment, lines, systems, facilities, plants and
related operations to produce and operate said develompment

“wells, taking, saving, treating, handliag, storing, flaring,
transporting and delivering oil for export repressuring and

other secondary recovery projects, and

' (iil) transportation, storage and any other work or activities neces-

sary or ancillary to the activities specified in (i) and (ii).

Operating Company—Means QAPET'CO, as that term is defi-
| ned in Article VIl (a) of this Agreement.



VPR SRNRIRIRFF 4} B ORY (ISR /PR S X

: .,:j_g_;____::-T ._}_,’jl..d«

B o cote Ll Gaim o leldl (ol caos 0 M oline
2> e oA 13} ¢ sdm ,n\ IV Bl e g T DLl Co e A
u@ 2 gl ¢ Wl paas F 3 50 3 Ll sl eay) lad g jLoal
o sAA \l_;.J'}’\ .35

iy

G

: J},__‘Z:”
3"_}——1‘ 4353 jwl_g C,J,ijl_g &LES s Lilp L}!;L""‘“ f-l;;.” ;:....LJ“ olna

b lele daandl o3 517 2y e S 8 (1 6 A4S 0 55,0
ol MGl L eV sa_a Jb 3 ikl e Ly bitm s o AT

G 15 040 ST T dslis (615 Joynll bl & all 409 olin
u‘“ lgard i g LG?'L-’l ﬁ-""- Sl padl daeall LI Olblsl @ G5 gdom

PARS LIS ) N0 RY WSTR P) R KV SO Sy (v ) 4N 55 olins
JLz”,_)_,i:Laﬁ..-:‘- ;\J;T}l\ }.J_’sﬁ_,,jri

C_,LL\:':&I oF Q| oy U‘E‘J’jl ij ‘45 ,32'2,...5 uﬂl &Ulﬁ,:ﬂ S (5" alina
o AW o VY Bl lEL dgy el S



L e T R m—‘-‘—-

Other Contractors—Means each and all of the contractors having

concession rights granted by the A.R.E. under agreements other
than this Concession Agreement if they have concession rights
under such agreements to participate in the Gas Export Project,

set forth in this Concession Agreement.

Petroleum - Means liquid crude o1l of various densities, asphalt,
Gas, and all other hydrocarbon substances that may be found in,
and produced, or otherwise obtaiged and saved from the Area
under this Agreement, and all subsiarces that mav be extracted

therefrom.

Producer - Means EGPC and any contractor (s} holding rights in
Export Gas Reserves which is to be produced and delivered to the

Downstream Facilities.

Q_uaﬁer - Means a péﬁod of three calendar months beginning

on Ist January, 1st April, Ist July or Ist October, as the case may
be.

Repayment Date - Means any of the dates when compensatiop
from EGPC is due to CONTRACTOR for the Gas Reserves sur-
rendered to EGFC, pursuant to Article XI herein.
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Residue Gas - Is Gas fiom which Lease Condensate has been
e

extracted in field facilities and which is supplied to the Downs-

tream Facilitics at a Gas Delivery Foimnt.
S.C.M. - Means standard cubic meters.

Target Date - Is the date that the Gas Export Project Go-ordina-

tion Committee establishes for the Essential Requirements to be

met, pursuant to sub-paragraph X1I. 2.

Tax Year - Means the period of twelve (12) months according to

A.R.E. rules and regulations.

Technical Leader - Has the meaning set forth in Article XIL
2.2 (a).

Unflared Associated Gas - Is i) the natural gas, commonly
known as gas#;ap gas, which overlies and is in contact with Crude
Oil in the reservoir ; aﬂd/or ii) the natural gas which was 1n
solution in Crude Oil at original reservoir temperature and pres-
| sure, and which is or will be collected and supplied to EGPC for
the domestic market or to the Gas Export Project. For the
purpose of accounting the gas under ii) above m the Gas
Reserves, the volum of such gas for each reservoir shall ve the

volume of the gas already collected and/or ‘the volume of such
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Gas based on future oil production anticipated for the whole period
of Gas collection. IFuture Gas production rates shall be based on
the gas to oil ratio projections made uader the assumptions of
sound oil reservoir management priaciples.

S.C.M - means standard culic meters.

Year or Calendar Year - Means a period of twelve (12) months
accoring to the Gregoriaa Caléndar. '

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex %A’ is a description of the Area covered and atflected
by this- Agreement, herein referred to as the “Area’.

Annex “B” is an illustrative map on the scale of 1:2,000,000
indicating the Area covered and affected by this A greemeat and
described in Annex “A”.

Annex «C’’ is the Letter of Guaranty.
Annex D’ is the Accounting Procedure.

Annex “E’? embodies the priﬁciples that_s-,ha;ll govern the
construction’ and the activity of JOCO, to be formed pursuant.-to
sub-paragraph XI1I. 2a. . *

Annex «F” is the form of a Gharter of "EQAPE I G':)”htdjbc
““formed as provided for in Article VII hereot.

Anpexes “A”, ¥B”, «0”, «D”, «E”, and “F” to this Agreemf:nt
are hereby made part hereot, and they shall be considered as having
equal force and effect with ‘the provisions of this Agreement.
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ARTIGLE III

GRANT JF RIGHTS AND TERM

Subject to the terms, covenants and conditions set out in this
Agreement, which shal have force of Law and shall theretore

supersede any contrary or inconsistent provision of Law No. 66 of
1953, as ameaded, the GOVERNMENT hereby grants EGPC! an

exclusive concession and SHELL the exclusive right to conduct
petroleum operations as CONTRACGCTOR in the Area described
1in Annexes “A” and «“B”.

(¢) T'he GOVERNMENT shall own and be entitled to a rovalty
m cash or in kind of ten percent (10 %) of the total quantity
of Petroleum produced and saved from the Area during
the development period including renewal. Said royalty
shall be borne and paid by EGPC and shall not be the obliga-
tion of the GONTRACGTOR. The payment of royalties by

EGPCO shall not be deemed to result in income attributable
to CONTRACTOR.

(b) An Initial Exploration Period of Three (3) years shall start
from the Effective Date.

Successive extensions to the Initial Exploration Period of Two
(2) years (hereinafter called Second Exploration Feriod) and
Two (2) further years (hereinafter called Third Exploration
Period) shall be granted to CONTRACTOR at its option
upon thirty (30) days written notice prior to the end of the
then current exploration period to EGPC and supject
only to its having fulfilled its obligations hereunder for such
current period. However, the Third Exploration Period may
be extended for a maximum of six {6) months to enable the
completion of drilling and testing of any well actually under
drilling or testing at the ead of such last elected exploration

period, butshall not exceed this period by more than six
(6) months,.
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The election by EGPC to undertake a sole risk venture uader

paragraph (c) immediately thereafter shall not extend the

exploration period nor affect the termination of this Agreement
as to GONTRAGTOR.

“Commercial Oil Discovery” : After discovery of a Gommercial
Ol Well, GONTRACTOR shall, unelss : otherwise agreed
upon between EGPC ‘and *CONTRACTOR, undertake,
as part of its Hxploration program 'the ‘appraisal "of the
discovery by ‘drilliag one or more additional Exploration
wells, to determine whether such discovery is worthy
of being developed commercially, taking into consideration
the recoverable reserves, production, pipeline and terminal

facilities required, estimated crude oil prices, and all other

relevant technical and economic factors.

A commercial Oil Discovery may consist of one producing
reservoir or a group of producing reservolirs which after ap-
praisal, if necessary, is worthy of being developed commercially.

GONTRACTOR shall give notice of a Gommercial Oil Disco-

very to EGPC immediately after the discovery is considered
by GONTRACTIOR to be worthy of commercial development

but in any event not later than the completion of ‘the -

'second Exploration apparaisal well, or eighteen (18) months
following the date of the discovery of the Gommercial oil Well,

whichever is earlier; except that the CONTRACTOR shall
also have the right to give such notice of Gommercial Oil
Discovery with respect to any reservoir or reservoirs even if
the well or wells thereon are not “Commercial’®  within
the definition of “Commercial Oi1l Well” if, in its opinion,
a reservoir or a group of reservoirs considered collectively,

could be worthy of development.
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Following receipt of such notice EGPC and GCONTRACTOR
shall meet and review all appropriate data with a view t¢
mutually agreeing upon thc. existence of a Commercial Oi}
Discovery. The date of Commercial Oil Discovery shall be
the date EGPG and CONTRACGTOR mutually agree that

a Commercial Oil Discovery exists.

It Grude Oil is discovered but is not deemed by CONTK-
ACTOR to be 2 Commercial Oil Discovery under the above
provisions of this paragraph (c), EGPC shall one (I) month
after the expiration of the period specified above within
which CONTRACTOR can gtve notice of Commercial Oil
Discovery, or thirteen (13) months after the completion
of a “Commercial Oil Well” not considered by CONTRAC-
T'OR to be a Commercial Qil Discovery pursuant to this
paragraph have the right, following sixty (60) days notice
In writing to CONTRACTOR at itssole cost, risk and
€xpesne, to develop, produce and dispose of all Crude Oil from
the geological [feature on which the well has been drilled.
S aid notice shall state the specific area coveringsaid geological
feature to be developed, the wells to be drilled, the production
facilities to beinstalled and the estimated cost to EGPG
thereof. Within thirty (30) days after receipt ofsaid notice
- CONTRACTOR may, in writing, elect to develop such area
as provided for in the case of a Commercial Ojl Discover;:;%

hereunder. In each event all terms of this Agreement shall

continue to apply to the specified area.
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If CONTRACGTOR elects not to develop such area, the area-
(hereinafter referred to as the “specific area’’) covering said
geological feature shall be set aside for sole risk operations
by EGPC ; EGPC shall be entitled to perform or, in the event
the Operating company has come into existence, to hm{c
Operating company perform such operations for it at EGPC’s
sole cost, risk and expense..

When EGFC has recovered from the Crude Oil produced from
the specific area a quantity of Crude Oil equal in value to
three hundred percent (300 9,) of the cos;:‘;ir:'h}a-é incrurred
In carrying out the sole risk operations, CONTRACTOR shall -
have the option, oaly in the event there has been a separate
Commercial Oil Discovery, to share in further development
and production of the"specific area upon paying EGFC one
hundred percent (100 %) of such costs incurred by EGFC.
Such one hundred percent (100 %) paymeat shall be recovered
by CONTRACTOR from Cost Recovery Crude Oil in the
nornal manner for the recovery of expenses under Article
XIIT o. (a). Immediately following such payment the
specific [area [shall either '(i) "revert 'to  the status of a Develo
pment Lease and thereafter shall be operated 1n accordance
with the terms hereof, or (ii) alternatively, in the event that
at such time EGPC or an Affiliated company of EGPC is
conducting all Development operations in the area at its sole
expense and EGPC elects to continge operating "the specific
area shall remain set aside and '"CONTRACTOR shall only
be entitled to its production sharing percentage of the Crude
Oil as specified in Article XIII o, (b) below : Provided always
that (CONTRACTOR fis allowed “to recover the 10039
payment mentionedfabove from Cost Recovery ' Crude Qil in
the normal manaer for the recovery of expenses under Article
XIIT o, (A). The sole risk Crude Oijl shall be valued in the
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mantier provided in Paragraph o (¢) of Artcle XIII. This
Agreement shall, however, continue to apply to EGFC’s
operation of any sole risk venture hereunder, even if this
Agreement  hasbeen  terminated  with  respect to

CONIRACTOR.

(d) The Oil Development period shall be twenty (20) years from
the date of the first Commercial Oil Discovery. This period
may be renewed for an additional period of ten (10) years at
the option of CONTRACTOR upon six (6) months prior
written notice to EGPC. Following commercial Oil Disc-
overy the exteat of the whole area capable of production to
be covered by Qil Development Lease or Leases shall
be mutually agreed upon by EGPC aud CONTRACTOR
and be subject to the approval of the Minister of Petrolcum.
Such area shall then be converted automatically into an Oil
Development Lease or Leases without the issuance of any
additional legal instrument or permission.

Oil pDevelopment operations thereafter shall be started
promptly by Operating Gompany and be conducted in accor-
dance with good ol field practices and accepted petroleum
engineering prirciples, until the field is considered to be fully
developed. .In the event no commercial production of Oil
in regular shipraents is established from any Oil Development
Block within four (4) vears from the date of the approval of
the Minister of Petroleum referred to hereinabove such Oil
Development Block shall 1mmediately be returned to the
Exploration Concession unless otherwise agreed upon by
EGECG, or unless failure to achieve commercial production as
aforesaid was due to Force Majeure as defined in Article XXX
hereot.

Each O1l Development Block in a Development Lease being
partly withia the radius of drainage of any producing oil well
In such Development Lease shall be considered as partici-
pating in the Commercial production of oil referred to aboeve.
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( GONTRACTOR shall bear and pay all the costs and expenses
required 1n carrying out all the operations under this Agre-
ement but such costs and expenses shall not include any interest
on investment nor on financing the operations under this

Agreement except as otherwise provided hereunder. Such
costs and expenses shall be recoverable as prcvided in  Article
XIIIL.  During the term of this Agreement and its renewal,
the total production achieved in the conduct af such opera-

tions shall be divided between EGPC and CONTRACTOR
In accordance with the provisions of Article XTI

(/) 1. CONTRACTOR shall be subject to the laws in force in

the A.R.E. and the political subdivisions thereof, which
Impose taxes on or measured by Income or profits,
including whenever applicable those laws imposing the
commercial and industrial profits tax, municipal
tax, delence tax and national security tax on income and
on dividends paid with respect to shareholders in Con-
tractor's Member Companies (hereinafter referred to
as “A.R.E. Income Taxes”), and except as otherwise
provided in the Agreement, shall comply with the requir-
ements of such laws with respect to the filing of returns

the assessment of tax, and the keeping for review by au-
thorized persons of books and records.

Any A.R.¥. Income Taxes as described above which
may be levied as a result of CONTRACTOR’s activities
under this Agreement shall be assumed, paid and disch-
arged by EGPG out of the sums received by EGPGC from

the sale or other disposition of its share of Petroleum.
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It 1s expressely agreed and acknowledged that EGF(C’s
share of the volume of Petroleum as determined under
Article XIIT includes a volume of petroleum to meet

the CONTRACGTOR’s A.R.E. Income Taxes as described

above in this paragraph (f) (1). EGPG agrees that proce-
eds from such Petroleum volumes will be used to meet

CONTRAGTIOR’s Income Tax liability in A.R.E. as
and when due. |

2. For the purposes of applying paragraph (f) (1) of this
Article, the total taxable income of CONTRACTOR

1n respect to any I'ax Year shall be an amount calculated
as follows :

(1) The total of the sums received by GONTRACTOR
during Tax Year from the sale or other disposition
of all Petroleum acquired by CONTRAGCTOR
pursuant to Article XIII, paragraphs O. (a) and
(b} and—or G. (a) and G. (B) LESS

(@) The costs and expenses of CONTRACTIOR
which are allowed to be recovered in the Tax
Year under paragraphs o. (a) and—or G. (a)

of Article XIII, and

(0) The value, as determined in paragraphs o. (c)
and — or G. (c) of Article XIII of the excess
Cost Recovery Petroleum taken and separately

~disposed of ny CONTRACTOR pursuant to
Article X1II, sub-paragraphs o. (a) (2) and—or
G. (a) (2).

f -
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(ii) An amount equal to CONTRACTOR’s A.R.E.
Income Taxes.

3. EGPQC shall fumish to GONTRACGTOR the proper
official receipts evidencing the payment of GONTR-
ACTOR’s A.R.E. Income Taxes, within sixty (60) days
following the receipt by EGFCG of CONTRACTOR tax
declaration for the preceding Tax Year. Such receipts
shall be issued by the proper Tax Authorities and shall
state the amount and other particulars customary 'fzo_r-*
such receipts.

(2) In calculating its A.R.E. Income Taxes, EGFC shall be
entitled to deduct royalties paid by EGPC to the GOVER-
NMENT and the A.R.E. Income Taxes of CONTRACTOR
paid by EGPC on CONTRACTOR’s behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(2) CONTRACTOR shall commence Exploration operations
hereunder not later than six (6) months after the Effective
Date. Not later than the end of the thirtieth (30 th) month
after the Effective Date, CONTRACTOR shall start Explor-
ation drilling in the Area, with a commitment of drilling Two
(2) wells during the Initial Exploration Period. EGPC
shall make available for CONTRACTOR’s use all seismic,
wells and other exploration data in EGPC’s possession with

respect to the Area.
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(/) The Initial Exploration Period shall pe Three (3) years.
CONTRAGTOR may cxtend this exploration period tor
another two (2) periods of Two (2) years each in accordance
with Article IIT (b), each upon a thirty (30) days prior written
notice to EGPC subject to its expenditure of its minimum

Exploration opligations for the then current period.

CONTRACTOR shall spend a minimum of Twelve (12)
Million US Dollars on Exploration operations and activities
related thereto during the Initial Exploration Feriod with a
commitment to drill two wells during such period. Yor the
Second Exploration Feriod CONTRACTOR shall spend
a minimum of Twelve (12) Million US Dollars and for the
Third Exploration Period CONTRACGCTOR shall spend  a
minimum of I'wleve (12) Milhon US Dollars with a com-

mitment for each of such extensions to drill Two (2} weils.

Should CONTRACTOR spend more than the mintmum
amount required to be expended during the Initial Explor-
ation Period or during any Exploration Period thereafter,
the excess may be credited to the minimum amount of money
required to be expended by CONTRAGT OR during any
succeeding Exploration Feriod or Periods, as the case may
be, provided that GONIRACTOR shall not be entitled to
such cash credit to any succeeding period umless GON I'R-
ACTOR has fulfilled his drilling obligatior. for the precedng
period. However, any excess of drilling obligations during
any Exploration period may also be credited to the drilling
obligations of the following period  or periods. In case
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CONTRACTOR surrenders its Exploration obligations 1in
this Agreement as set forth above pefore or at the end of the

Initial Exploration Feridod, having expended less than the

total sum of T'welve (12) million US Dollars on Exploration
or 1a the event atthe end of the Initial Exploration Per;‘?
CONTRACTOR has; expended] less than said sum in the
Area, an amount equal to the difference between the said
Twelve (12) million US Dollars asd the amount actually
spent on Exploration activities shall be paid by CONTR-
ACTOR to EGFPC at the time of surrendering or within
three (3) months from the end of the Initial Exploration

Period, as the case may be. Any expenditure dificiency by

CONTRAGTOR at the end of any additional exploration

period for the reasons above-noted shall similarly result in a

payment by CONTRACGTOR to EGPC of such dificieacy.
Provided this Agreement is still in force as to CONTR.-
ACTIOR, CONTRACTOR shall be entitled to recover

any such payments as Exploration Expenses. Subject to
Article IIT (p), in case no Gommercial production of Qil or
Gas is established by GONTRAGTOR from the Area, EGPC
shall not bear any of the aforesaid ]expeases spent by

CONTRACTOR unless otherwise herein provided for Gas.
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(¢) At least five (§5) months prior to the beginaing of each Fm-—
ancial Year or at such other times as may be mutually a.greed
by EGPC and CONTRACTOR, GONTRACTOR shall
prepare an Exploration Work Program and Budget tor the
Area setting forth the Exploration operations which CONTR-
AGTOR proposes to carry out during the cnsuing year.
During each Exploration Period, such Work Program and
Budget shall be at least sufficient to satisfy GONTRAGI'OR’s
minimum expenditure obligations for the period it covers,
taking into account any credits for excess expenditures by

CONTRACTOR in a prior Exploration period.

The Exploration Work Frogram and Budget shall be reviewed
by a joint committee to be established by EGFC and CONTR-
ACTOR after the Effective Date. I'his Committee,
hereinafter referred to as the “Exploration Advisory Com-
mittee”, shall consist of six (6) members, theree (3) of whom
shall be appointed by EGPC and three (3) by CONTRACTOR
The Chairman of the Exploration Advisory Committee shall
be designated by EGPC from amoag the members appointed
by it. T'he Exploration Advisory Committee shall review
~and give such advice as it deems appropriate with respect to
- the proposed Work Program and Budget. Following review by
the Fxploration Advisory Committee, CONTRACTOR shall
make such revisions as GONTRACTOR deems appropriate
and submit the Exploration Work Program and Budget to
EGFEC for its approval. Following such approval, it 1s further

agreed that :

(i) CONIRACIOR shall not substantially revise or modify

saild Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGFC ;
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(1) In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required tc
alleviate such daager. Such expenditures shall be con-
sidered in all respects as Exploration expenditure and
shall be recovered pursuant to the provisions of Article
XIII hereof.

{df CONTRACTOR shall advance all necessary funds for all
materials, equipments, supplies, persoanel administration and
operations pursuant to the Expolration Work Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid costs except as provided for in this Agree-
ment. -

% During the perid, CONTRACTOR is conducting the Explora-
tion operations, CONTRACTOR shall be respousible for the
preparation and performance of the Exploration Work Program
which shall be implemented in a workmanlike manner ‘and
in consistence with good industry practices.

rixcept as is appropriate for the processing of dats, laboratory
studies, specialized engineering and development studies to be
made in specialized centers outside A.R.E., all geologigal
and geophysical studies as well as any other studies related to
the performance of this A greement, shall be made in the A.R.E.

CONTRACTOR shall entrust the management of Explora-
tion operations in the A.R.E. to its technically competent Gene~
ral Manager and Deputy General Manager. The names of
such Manager and-.Deputy General Manager shall, upoa
appoiatment, be forthwith notified to the G OVERNMENT
and to EGPC. The General Manager and, in his apsence,
the Deputy General Manager shall oe entrusted by GON-
TRACTOR with sufficient powers to carry out immediately
all lawful writtea directions given to them by the GOVERN-
MENT or its representative under the terms of this Agree-

meat. All lawful regulations issued or hereafter to ba jssued

which are applicable hereunder and are not in conflict with
this Agreement shall apply to CONTRACIOR.
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(/) GONTRACTOR shall supply EGPGQ, within thirty (30)
days from the end of each Quarter, with a statement of Explora-
tion activity showing costs mcurred by CONTRACTOR du-
Ting such Quarter. CONTRACTOR’s records and neces-
sary supporting documents shall be available for inspection
by EGFG at azay ttme during regular working I 'rs for three
(3) months from the date of recewing such st. .ement.

Within the three (3) months from the date of receiving such
statement, EGPG shall advise CONTRACTOR in writing
if it considers

() that the record of costs is not correct ;

(22) that the costs of goods or services supplied are not in
line with the mternational market prices for goods or
services of similar quality supplied on similar terms pre-
vailing at the time such goods or services were supplied,
provided however, that purchases made and services
performed within A.R.E. shall be subject to Article

XXXIII ;

§ui1) that the condition of the materials furnished by CON-
TRACTOR does not tally with their prices , or

(iv) that the costs incurred are not reasonably required for
operations.

CONTRACTOR shall confer with EGPC in connection with
the problems thus presented, acd parties shall attempt to
reach a settlement which is mutually satisfactory. If within

the time limit of the three (3) months period provided for in
this paragraph, EGYG has not advised CONTRACTOR of

its objection to any statement, such statement shall be
considered as approved.

If within the time limit of three (3) months EGPC has advi-
sed CONTRACTOR of its opjection to any statement then
CONTRACIOR shall confer with EGPC in connection with
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the problem thus presented and the parties shall attempt to
reach a final settlement thereto.

(g) CONTRACGTOR shall supply all tunds necesary for its opera-

tions in A.R.E. under this Agreement in freely convertible
currency. GONTRACTOR shall have the right to buy Egyp-

tian currency whenever required and the conversion shall
be made at the local banks in the A.R.E. according to the Offi-
cial A.R.E. Rate of Exchange.

(£) EGFC is authorized to advance to GONTEACTIOR the Egy-
ptian currency required for the operations under this Agree-
ment at an Egyptian Bank designated by CONTRACTOR
‘against recetving fron CONTRACTOR an equivalent amount
of US Dollars at official rate of exchange, such dollars
to be deposited in an EGFC account abroad with a cor-
respondent baak of the National Bank of Egypt, Gairo. With-
drawals from said account shall be uscd for financiang EGPC’s
and its Afliliates, foretgn currency requirements in accordance
with their approved budgets and subject to the aproval of
the Minister of Petroleum.

ARTICLE V
GAS ASSESSMENT PERIOD

CONTRACTOR shall have one (1) year m which to assess
any Gas Reserves discovered m the Area.

(¢) A First Gas Assessment Feriod of one yesr shall apply at
the end of the Initial Exploration Feriod if the succee-
ding Exploration Period 1s not elected. Or in case the
Second Exploration Feriod or all the Exploration Fe-
riods are elected, this Fust Gas Assessment Feriod shall
correspond to the last twelve {12) months preceding

Julv 15th, 1987.
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(8) For any Gas Discovery Well completed and tested either
during the First Gas Assessment Period, or after July 15t4,
1987, but not later than the end.of the last-elected
Exploration Period, CONTRATOR shall have a Second
Gas Assessment Peroid of one (1) year in which to assess
the corresponding Gas Reserves. Such Second Gas Assess-
ment Period shall commence as from the end of the last
clected Exploration Period.

(z) After July 15 th 1987, at the end of the Third Explora-
tion Period or any extension therof, or at the end of the
Second Gas Assessment Feriod, if any, the EGPC compen-
sation for the surrendered Gas Reserves shall be adjusted

on the basis of any changes which may have occurred
to the Exploration Expenditures, or to the Gas Reserves,
or both. 'The Repayment Date of this adjustment shall
be erther the date of the end of the Third Exploration
Feriod or any extension thereof, or the date of the end of.
the Second (Gas Assessment Period if any.

(#) If compensation was not due and payable by EGFC on
July 15 th, 1987, m terms of the provisions of Article XI,
then the compensation for the Gas Reserves surrendered

‘to EGPC sl;a]l be determined by the sum of the Gas Re
serves assessed in both the First and Second Gas Asses-
sment Periods and shall be calculated and payable ac-
cording to paragraphs 3 and 5 of Article XI in case of
total surrender, or according to paragraph 4 of Article

XI due to the possibility of achieving a Gas Export

Project.
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ARTICLE VI

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATQORY

At the end of Third (3rd) vear after the Effective Date hercot.
CONTRACTOR shall relinquish to the GOVERNMENT a
total of twenty Five Fercen¢ (25%,) in Exploration Blocks, of

the original Area.

At the end of the Fifth  (5th) year after the Effective Date

hereof, CONTRACTOR shall relinquish an additional Twenty
Five Percent (259%,) in Exploration Blocks, of the original Area.

Notwithstanding the foregomg paragraphs of this Article V1,
contractor is not required to relinquish a development Lease or

any part thereof,

For the conipletion and testing of a well pursuant w article
111, b at the end of the last elected Exploration Feriod, or any exteu-
ston thereof, CONTRACIOR shall surrender the cntire remain-
ing Area excluding (1) aay parts of said Area which have peen
converted or have been applied to be converted into O1l Develop-
ment Leases and (1i) such Exploration Blocks as will encompass

Gas Reserves.
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' VOLUNTARY

CGONTRACTOR may voluntarily, during any period relin-

quish all or any part of the Area in blocks provided that at the
time of such voluntary relinquishment its financial obligations for
Explaratlon expenditure under Article IV paragraph (b) have
been satisfied for such period.

Any relinquishment hereunder shall be credited toward the

mandatory provisions of the above pragraph.

~ ARTICLE VII
OPERATIONS AFTER COMMERCIAL DI (((VI R

(¢) On Gommercial Oil Discovery or on Commercial Gas Dis-
covery whichever first occurs, EGPC and CONTRACTOR
shall form in the A.R.E. an operating company ‘which shall
be called QAROUN PETROLEUM ,Company hereinafter
referred to as QAPETCO or as Operating Company. QA-
PETCO shall be subject to the laws and regulations in force
n the A.R.E. to the extent that such laws and regulations are

not inconsistent with the provisions of this Agreement, including
Annex “F” hereto.

However QAPETCO shall, for the purpose of this Agreement,
be exempted from the following laws and regulations as now
or heareaftter amended or substituted. :

— Law No. 159 of 1981 promulgation [law on joint stock
companles, partnership limited by share companies and
Imited liabilitvy companies as amended.



VAL Lo ol PV (1) LS Y ol A JUsa o W Y
e

G,V pllees JCE5 LS 3 \anw 4 140 ?’5) oelall

""_5"""3” J.E.JLJ ‘_}awl V:.L:J L_Ji{.......: \&av*4 I Y 0.3) ;}Juwl -
+ ;‘Ln.“ CU::.QJL u\LAl’.” (:'L_L:n JIMLZ.- VAVA &) tA f_.:‘-_) J_f WY
- ﬂ)l.g;w.y‘ ‘HJJ-:? J‘,’L'-‘ )lu\.-.ﬁl-_ \q\/\\ ‘L-.....j \ vy v.'b_:, C}fw‘ —

il Slim SL G 0SB sl \aar i av @, 05N

UM B €y ol 3 BV odg 34 STl b Aie (o)
GLESY 1 o B gl GLaxSY e 6 am g (o) W
I TP ORI TR I R R | I v SN R RYEoe

v AT Ol 21 AT M Gl 50 Uil 46 Oldaalh

‘:a.ﬂ-.'ﬁ:; ‘5._\\ L_.J\ Ot ui:_i\ '-'-Jayu 4:.!‘_;.:‘} ‘L.q..«-' E—:ALJ: _‘,S::.‘\P‘S‘ Ay (.:.:-)
dms Elg ¢ W g badl GLESYY o o 0 (g et ol Y Lgd
e g B9 ¢ et (L) 5 el b oCoulS eliil e g (R0) Opned
G @ sl) Bl DU I Gl 33 631 4es sl Y
ULA “;..:.....-' JS‘ ;.}‘.\.-'J :GJLJ‘ J.g.:j M‘ {j} (‘LJ.C« :n.ﬂ;.! }T v-l;v__,.ﬁ
s Sl A (e i ST degr 61 6 5T ) U5
CLIY‘CABJ’\‘.‘G"j*UU‘ ‘LJLU ZM.._U ‘L“).Uj L}q.?-” t..ﬁ‘.:jij 6_3...-.4
L..ﬁ.}\..:..ﬁlj L.-.@...LC :ulfl! la)‘..'.‘.rY‘ u.r._lp;l. 4..:‘_:,.1|_9 M' c.-bjj

o L) o 14



VY NaAE o bty 3 (1) %0 A sl e Jl i

A ——————

— Law No. 141 of 1963 on the formation of Board of Dire-
ctors at Private Companies, Societies and Corporations
and on the manner of Workers Representation theron :

— Law No. 97 of 1976 organising dealings in foreign
currencies

— Law No. 48 of 1978 on the Staff Regulations of Public
Companies :

— Law No. 133 of 1981 Promulgating the law on consump-
tion tax as amended ;

— Law No. 97 of 1983 Promulgation law concerning Se-
ctors Corporations ;

() The Charter of QAPETCO is hereto attached as Annex <“F>

(¢)

Within thirty (30) days after the date of Commercial Oil and/
or Gas Discovery, the Charter shall take effect and Operating
Company shall automatically come into existence, without
any further procedures.

Ninety (90) daysafter the date QAPETCO comes into existen-
ce i accordance with pargraph (b) above, it shall prepare
a development Work Program and Budget for the remainder
of the year in which the Commercial Oil or Gas Discovery is
made ; and not later than five (5) months before the end of
the current Financial Year (or such other date as may be agreed
upon) and five (5) months preceding the commencement of
each succeeding Financial Year thereafter (or such other date
as may be agreed upon} QAPET'CO shall prepare an annual
Production Schedule, Work Program and Budget for the succee-
ding Financial Year. The Production Schedule, Work Pro-
gram and Budjet shall be submitted to the Board of Directors
for approval and to be finally approved by EGP(.

4
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(d) Not later than the twentieth (20th) day of each month, QA-
PETCO shall furnish to GONTRACTOR a written estimate
of its total cash requirements for expenditure for the first hal!
and the second half of the succeeding month expressed In
US Dollars having regard to the approved budget. Such
estimate shall take into consideration any cash expected tc

be on hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent bank designated in paragraph (e)
below on the first (1st ) day and fifteenth (15th) day respecti-
vely, or the next following business day, if such day is not a

business day.

(¢} QAPETCO is authorized to keep at its own disposal abroad in
an account opened with a correspondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by CGONT- |
RACTOR. Withdrawals from said account shall be used
for payment for goods and services acquired abroad and for
transferring to a local bank in the A.R.E. the required amount
to meet expenditures in Egyptian Pounds, for QAPETCO

in connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
QAPETCO shall submit to the appropriate exchange control
authorities 1n the A.R.E. a statement, duly certified by ;
recognised firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the

balance outstanding at the end of the year.
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(f) If and for as long as during the period of Oi1l production ope-
rations there exists an excess capacity in Qil faciliies which 1s
not used by QAPETCO, then EGPC and CONTRACTOR
will find a mutually agreed formula whereby EGPC may use
or cause to be used by a third party, the excess capacity it
it so desires and without any unreasonable financial or ope-

rational disadvantage to CONTRACGTOR.

(g} If both Crude Oil and Gas production are achieved from the

Area, QAPFTCO shall keep separate accounts in order to let
EGPC and CONTRACTOR fulfil their rights and obliga-

tions under this Agreement.

ARTICLE VIII
ESTABLISHMENT OF NATIONAL GAS RESERVES

1. EGPC and CONTRACTOR acknowledge and agree that the
A R.E. shall require for its own uses a certain volume of Gas
Reserves (hereinafter referred to as the <National Gas
Rcscrves”, such volume of National Gas Reserves to be fixed by
EGPG before the end of the Assessment Period. The par-
ties hereto agree that as of December 31, 1979, EGPC holds
an amount of Gas Reserves discovered in the A.R.E. (EGPC’s
Gas Reserves) equal to four (4) trillion (4% 10'?) standard
cubsic feet or the equivalent of one hundred and thirteen (113)
billion (113 x 10°% S.C.M. The difference between the

amount of National Gas Reserves and EGPC’s Gas Reserves
(including EGPC’s Affiliate (s) Gas Reserves but excluding

A.R.E. CONTRACTOR Gas Reserves),updated at July 15th
1987, shall be made up from a contribution given by all the
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contractors holding Gas Reserves in the A R.E. The contri-
bution shall be the amount required to reach a total of twelve
(12) trillion (12>< 102) standard cubic feet of National Gas
Reserves (three hundred and forty (340) billion (340 x 10°)
5.G.M. including EGPC’s Gas Reserves.

2. The contribution share from each contractor shall be in the
same proportion that the totol amount of its assessed Gas
Reserves bears to the total Gas Reserves assessed for all the
contractors in the A R.E. Any quantities of each contractor’ s
(Gas Reserves in excess of its contribution share to the Nat-
ional Gas Reserves shall be eligible to be included in the
Gas Export project if such contractor so elects.

3. From the Effective Date onward, EGPG shall have the right
to satisfy the National Gas Reserves and to obtain and have
title to the amount required of National Gas Reserves to
reach the aforesaid 340 billions S.C.M. EGPC shall, perlod-
ically or when necessary update EGP(C’s Gas Reserves and
shall give written notice thereof to CONTRACTOR.

Any variation in volume to the previously notified EGPC’s
Gas Reserves is to be attested by a report issued by an
internationally recognized 'independent petroleum reservolr
engineering firm engaged by EGPC, if CONTRACTOR so

requests.

4. In any case where this Agreement provides for the intervention
of an independent internationally recognized petroleum reser-
voir engineering firm and if the parties cannot agree within
three (3) months of one party’s request of the name of such a
firm, any party may have recourse to the International Cen-
tre for Technical Expertise of the International Chamber of
Commerce (ICC) in accordance with the IGC’s Rules for
Technical Expertise (for the nomination of such a firm}.

4
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ARTICLE IX

‘GAS EXPORT PROJECT FEASIBILITY STUDY PERIOD

Once the National Gas Reserves have been satishied under
the provisions of Article V111, then the Gas discoveries made in
the Area may be retained by the CONTRACGCTOR for a maxi-
mum period of seven (7) successive years (such period to be herei-

nafter referred to as the ‘“Gas Export Project Feasibility Study
Period”) starting from July 15th, 1987.

During such Gas Export Project Feasibility Study Period,
CONTRACTOR, either on its own or in association with other
Contractors, as the case inay be, shall cause a GasExport Project Fea-
sibility Study to be conducted by CONTRACTOR or, if the Con-
tractor so wishes, to be carried out by an internationally recogni-
zed independent engineering firm for the purpose of determining
whethera Gas Export Project is technically and econoimcally feasible
to undertake. If CONTRACTOR, after completion of such Gas
Export Project Feasibility Study, decides to go forward with respect
to such Gas Export Project then a twenty (20) year Gas Develop-
ment Lease covering all portions of the Area mutually agreed as
-containing Gas Reserves capable of being produced and not
relinquished by CONTRACTOR and starting from the expiration
of the Gas Export Project }Feasibility Study Period or from

Initial Commercial Production of Gas, whlchever, first occurs, shall
automatically come into existence.

This twenty(20) year period may be renewed for an additional

Pperiod of ten (lO) years at the option of CONTRACTOR upou
SIX months prmr written notice to EGPC.

Not wisthstanding anything to the contrary that may be con-
tained or implied in this A greement, all the relevant provisions of
this Agreement will remain in full force until the expiration of the
Iasi‘t to expire above mentioned Gas Development Lease.

¢« CONTRACTOR, after 1ts decision to go forward with the Gas

Export Project, shall carry out all the necessary action in order to
achieve commercial production of Gas, from the Area.

4
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In the event that no commercial production of Gas is made
in regular shipment for export outside A.R.E. within six (6) years
from the end of the Gas Export Project Feasibility Study Period,
CONTRACTOR’s Gas Reserves available for export shall be sur-

rendered to EGPC at no cost, unless otherwise agreed upon by
EGPC and CONTRACTOR, or unless failure to achieve commer-

cial production as abovesaid was due to force majeure, as defined

mm ARTICLE XXX hereof.

ARTICLE X

EGPC USE OF GAS RESERVES

1. During the period starting with the Effective Date, EGPC
shall have the right to produce and supply the domestic mar-
ket with quantities of Gas not to exceed the maximum rate
producible, according to standard industry practice, from that

share of the Gas Reserves discovered in the Area to be contri-
buted to the National Gas Reserves, pursuant to the provi-

sions herein contained, at its sole cost and expense.

Without prejudice to the right of EGPC to satisfy the National
Gas Reserves, in the event, that on July 15th 1987 or at the

end of the Third Exploratlon Period (or any extension thereof )
whichever date is later, the production rate of Gas delivered,

or to be delivered by EGPC, from a specific field to the domes-
tic market is in excess of the maximum rate producible from the
Gas Reserves of that field allocated to the domestic market,

as herein provided, then, by mutual agreement, the CONTRA-
CTOR’s total contribution to the National Gas Reserves shall
be reallocated, by mutual agreement, and to the necessary
extent, among other fields discovered in the Area or, failing
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such mutual agreement or in absence of such other fields,
sa1id production rate shall be reduced within the limits allowed
by the Gas Reserves of that field allocated to the domestic
market, and allowed by all the provisions of this paragraph
X.1. Provided, however, that any production of Unflared As-

sociated Gas shall not impair the optimal production of the
Crude Oil associated with Gas.

2. EGPC shall have the right to produce out of the Gas Reser-
ves 1 each field contained in the Area the share therefrom
to be contributed to the National Gas Reserves, as defined
in Article VIII, which has been allocated to the Area, and,
if applicable, during the Gas Development Lease period,
under the terms and conditions as outlined in paragraph X.1.,
less any amount already taken by EGPC pursuant to such
paragraph X.1.

3. Notwithstanding anything to the contrary which may be con-
tained or implied in the foregoing, EGPC and CONTRACTOR
may agree to differently distribute the Gas Reserves contri-
buted to the domesic market by turning over a part or an

entire Gas field (s) to EGPC to satisfty EGPC’s rights under
paragraphs X.1 and X.2. in return for a relevant share in
other Gas field (s) within the Area or outside it. Such cross
exhange of Gas Reserves shall be in accordance with terms
mutually agreed between the Parties, based on principles which
shall ensure no penalty whatsoever to either party economic or
otherwise.

4. If CONTRACTOR’s Gas Reserves dedicated to the domestic
market before the determination of the Domestic Allocation
Percentage pursuant to paragraph 2. c) of Article XI exceed
such Domestic Allocation Percentage or any revision thereof,
or if CONTRACTOR’s Gas Reserves dedicated to the do-
mestic market after the determination of the Domestic Allo-
cation Percentage exceed such Domestic Allocation Percen-
tage or any revision thereof EGPC shall make available to the
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GONTRACTOR for the first Gas Export Project that

amount of Gas equal to CONTRACTOR’s Gas Reserves
dedicated to the domestic market which are in excess of the
Domestic Allocation Percentage of CONTRACTOR s total gas

Reserves from EGPQC’s entitlement to Gas Reserves within
the the Area or eutside it.

5. CONTRAGTOR and EGPC shall have the right to produce
through QAPETCO from any reservoir, up to the total

amount of Gas Reserves therein, less the amount of National

Gas Reserves, if any, attributable to such reservoir. Production

rate shall be scheduled by taking into account (1) the maximui
rate allowed by the whole reservoir according to the good
industry practice and (ii) EGFC’s rights pursuant to paragraphs
X.1 and X.2 above o

6. EGIC may enter into a separate written Domestic Gas Supply
Agreement with GCONTRACTOR. or one or more of Contra-
ctor Member Companies containing mutually acceptaple
terms whereoy CONTRACTOR or one or more of Contra-

ctor’s Member Companies, shall carry out, in accordance with
rights and obligations set forth in this A greement, the develo-

pment of EGPC’s share in the National Gas Reserves, in order
to supply Gas to the domestic market, pursuant to Article X.
1,X.2 and X. 3 at a price in cash and or in kind as may
be mutually agreed upon. Absent such agreement neither

GONTRACGTOR nor any CONTRACTOR’s Member Comp-

ariy shall have any obligation to produce, process, or distri-
bute such Gas.
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ARTICLE XI

COMPENSATION FOR THE GAS SURRENDERED

In the event that at the end of the last elected Exploration
Period, CONTRACTOR has not discovered Cas Reserves
In the Area, in excess of seven (7) oillion (7x10%) S.C.M.,
GONTRACTOR shall be bound to surrender all Gas Reserves
and to surrender the entire Area to EGFEC, at no cost, exclu-

ding any parts of said Area to be retained pursuant to Article

VI.

In the event that at the end of the last elected Exploration
Feriod, CONTRACTOR has discovered Gas Reserves in

excess of (7) billion (7 x 10°) S.C.M. of Gas reserves in
the Area, and such Gas reserves or part thereof are surren-

dered to EGFQ either to satisty National Gas Reserves
or otherwise, then CONTRACTOR shall be repaid as here-

mafter provided :

(@) In the event CONTRACTOR clects to surrender all its
assessed Gas Reserves to EGFC at the end of the First
Gas Assessment Period or at the end of the Second Gas

Assessment Period, as the case may be, the provisions of
- paragraphs XI. 3 and XI. 5. shall apply, subject to
such Gas Reserves being attested to by an independent
mternationally recogaized petroleum reservoir engine-

ering firm mutually agreed upon by EGPC and CONTR-
ACTOR. The Repayment Date shall be the date on
which such Gas Reserves are surreadered and payment

shall be made pursuant to paragraph XI. § :

(#) In the event CONTRACTOR elects not to surrender all
the assessed Gas Reserves, due to there being discovery
of Gas Reserves entailing a possibility of achieving a ‘
Gas Export Froject pursuant to Article 1X, after satisfying
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the National Gas Reserves, then not later than ninety (90)
days before July 15 th, 1987 or not later than ninty (90)
days before the end of the Second Gas Assessment Period,
as the case may be, CONTRAGTOR shall. submit to
EGFC a writtea statement (hercinafter called the “Gas
Reserves Notice) which shall state the esstimated Gas
Reserves, which, at that date, lie within the Area. Such
Gas Reserves Notice shall be attested to by an independent
internationally recognized petroleum reservoir enginee-

ring firm mutually agreed upon by EGPC and GONTR-
ACTOR.

(¢) Not later than Six (6) months from the above deadline
for the submission of the Gas Reserves Notice, EGFG
shall serve upon GCONTRACTOR a written notice
(hereinafter referred to as “First Gas Reserves Election
Notice’) which shall contain the following information
and elections :

(#) The total amount of the estimated Gas Reserves
| found in all of the A.R.E. as of a date as near as

reasonably possible to the date of the First Gas
Reserves FElection Notice. Such amount, to be
attested to by a mutually agreed upon independeat
internationally recognized pertroleum reservoir engi-
neering firm (s), shall be divided in two categories
EGPC’s Gas Reserves, as updated : and

CONTRACTOR’s Gas Reserves discovered 1n

all the existing Concession areas (hereinafter
referred to as ““Second QGategory Gas Reserves™) ;

(#) The total contribution of Gas of all contractors
which EGPQC estimates will be required in order to
supply the domestic requirements of the A.R.E.
from the Second Category Gas Reserves and

&
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(i) The percentage of the total amount of Gas Resopyeg
found in the Area which EGEC desires to set agide:
for its exclusive use to supply the domestic miirket
of the A.R.E.; such perceatage, to be herelnaftey:
referred to as the “Domestic Allocation Percentige?

. shall be ia the ratio that the total coatributi,y gof
Gas under (ii) above bears to the Second Gatgory
Gas Reserves times one hundred (100).

(dy IF CONTRACTOR 1s eligivle for compensation .nder
Pa,ra,graph XI. 2 (b), CONTRACTOR after Saﬁif'y-ing'
the National Gas Reserves, shall have the option, o be
exercised within ninety (90} days from the dze of
receipt of EGFC’s First Gas Reserves Election M tice,
either (i) to proceed 1nto the Gas Export Project -easi-
bility Study Period provided for 1n Article IX, in vhich
event the provisions of Article XI. 4 shall apply. with
respect to the compensation due to CONTRACGCTOZ for
its contribution to the National Gas Reserves, an: the
provisions of Article XIIIG (b) shall apply with repect
to the Gas dedicated for export outside A.R.E. anc sych
Gas shall not be subject to any compensation for CONT-
RACTOR, or (11) to surrender all the assessed Gas Ieger
ves in which event the provisions of Article XI. - and
XI. 5 shall apply. In the event GCONTRACGTOR -lects
to proceed Into a Gas Export Froject Feasibility tudy
under (c) (i) above, then EGPQC shall update 1n viting
its First Gas Reserves Election Notice by a new .otice
(hereinatter called ““Second Gas Rescrves Election Ne.ce”)
to be given within thirty (30) days from the deadlir set
forth hereinabove for the CONTRACTOR’s ano-~gaid
election and '
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¢) In the event EGPC’s Gas Reserves and or Second

Category Gas Reserves are subsequently changed for
any reason, then the Domestic Allocation Percentage

shall accordingly be recalculated.

For this purpose :

(}) Ninety (90) days before the end of each year during
the Gas Export Project Feasibility Study Period,
CONTRACTOR shall give written notice to EGFC

of any change which has occurred to the Gas Reser-
ves and

(u) At the end of each vear during the Gas Export
Project Feasibility Study Period, EGPC shall give

written notice to GONTRACGTOR of any change
which has occurred to both categories of Gas Reserves.

(f)i U CONTRACTOR elects or is required to surrender all
its Gas Reserves as a consequence of satisfying its required
contribution to the National Gas Reserves, then CONTR-
AGTOR shall maintam a right to the export of Gas
for six (6) years after the date of said total surrender,
provided that, at the time of surrender, CONTRACTOR
notifies EGPC of its election to retain the right to export
Gas.

Foliowing such motification, EGPC shall, from time to
time upon a written request fiom CONTRACTOR in
writing to GCONTRACTOR, update the information

required therefore, Such right to export gas :

(1) shall have as its object an amount of Gas Reserves
corresponding to the share of CGONTRACTOR’s
Gas Reserves exceeding the Domestic Allocation
Percentage Share updated on the basis of all Gas
Reserves then assessed in the A.R.E.
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it) shall be exercisable if new discoveries and assess-
ments of Gas Reserves made in the A.R.E. during
the six (6) years following CONTRACTOR’s sur-
render, are such as to show that a Gas Lkxport
project' might be feasible :

(ii1) Shall not be exercisable unless at the time of surren-
dering the Gas Reserves there shall have been no

possibility of achieving the Gas Export Project due
only to the contribution of CONTRAGTOR to

the National Gas Reserves

(#) Shall peimplemented by restoring, whenever reaso-
nably possible, CONTRAGTOR’s rights, duties and
obligations as to Gas fields or portions thereof still
to be developed within the Area: or other-wise by
veturning to CONTRACTOR under mutually agre-
cable conditions, a share of available Gas Reserves
preferably coming from the Area or otherwise also
from outside the Area. It being understood that in
any case the pertineat provisions of this Agreement
shall continue to apply to CONTRACTOR upon
exercise of its right to export Gas.

The exercise of the right to export Gas shall be then
subject to reimbursement in cash in one payment, bv
CONTRACTOR, of the part of the compensation
corresponding to the reserves so transferred, bearing
 Quarterly compound interest starting from the date of
payment by EGPC of each instalment until the date
of receipt from CONTRACTOR of all such amounts.
The rate of such wterest shall be calculated as provided
for in Article X1. 3({b).

3. Ila the event all the Gas Reserves found by CONTRACTOR
are surrendered to EGPC pursuant to Article X12 (a) or
(d), then EGFC agrees to pay CONTRACTOR a sum in U.§
Dollars calculated as follows : -
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(a) Exploration Expenses imncluding those expenditures mncur-
red during any Gas Assessment feriod times the ratio,
hereinafter called “K”, between the Gas Reserves discove-
red in the Area (expressed in billion S.G.M.) and seventy
(70) billion (70 X 10%) S.C.M. The value of K, in
order to eflect the above multiplication, will be cont-
ained within two himits, the lower being one (1) and the

upper being two (2).

() The interest on Lxploration Expenditures shall be cal-
culated as tollows : during the Exploration Feriod (s)
the Expenses shall pe stated on a Quarterly bpasis and

ecach such Quarterly stated expenses shall bear simple
interest, from the end of the relevant Quarter until the

Repayment Date, at a rate equal to the average of all
of the three (g) month notice LIBOR mean rates
applicable on the last day of each Quarter, such average
to be calculated for the period from the first quarter of
Exploration Expenses until the Repayment Date. Such
Repayment Date shall be the date when such Gas is sur-

rendered to EGEC.

In the event CONTRAGTOR elects to enter intc the Gas
Export Project Feasibility Study Feriod, pursuant to
Article X1.2 (b), then EGPC agrees to pay CONTRACTOR

the following sum multiplied by the Domestic Allocation
Percentage (as set forth In the Second Gas Reserves

Election Notice) :

Exploration Expenses mcluding those expenditures incurred
during any Gas Assessment Period plus the interest on such

Exploration Expenditures as set forth in Article X1.3 (b):
The Repayment Date shall be the date set forth in Article
X1.3. (p), aud payment shall be made pursuant to Article

X1.5
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5.

Lhe repayment according to paragraph X1.3 or. X1.4 shall
be effected by EGPC either in U.S. Dollars (or, if available for
export, in Grude Oil by mutual agreement), in equal Quar-
terly instalmeats (due at the end of each Quarter over a period
of time not exceeding four (4) years from the Repayment
Date. To each instalment so due shall be . added interest
computed 10 the manner provided in paragraph X1.3 (b)
on the outstanding unpaid balance, it being understood that
the average of the applicable interest rates is calculated over

the period from the Repeyment Date to the date the
instalment is due.

In case of a partial surrender of Gas Reserves under Article
X1-4 or if during the Gas Export Project Feasibility Study

- Period CONTRACTOR shall have surrendered all the balance

of the Gas Reserves to EGFC (which palance is all the rema-
ining Gas Reserves in excess of CONTRACTOR’s contribution
to the National Gas Reserves) then the diffetence between
the sum calculated according to Article X].3 and the sum
calculated and paid according to Article X1.4 as adjusted
pursuant to Article X7 .8 shall be paid by EGPQ in the same
manner as provided for under Article X1.5 The Repayment

Date for the amount of compensation due to CONTRACTOR
for such balance, notwithstanding anything to the contrarv

under this Agreement, shall be the date of such partial surre-
nder. The compensation shall :

(a) Not bear any interest if the surrender of the Gas
Reserves retained by CONTRACTOR is effected
notwithstanding the evidence of a viable Gas Export
Froject; or

(6) Bear simple interest for the period starting from July 15th
1987 to the Repayment Date but for no longer than five
(5) years iy due to reasons beyond the control of CONTR-
ACGTOR and agotwithstanding the due diligence of
CONTRACTOR, it appeared during the Gas Export

Project Feasibility Study Period that a viable Gas Export
Project was not achievable. ‘
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‘7.

8.

Such 1aterest shall, if due, be the average of all of
the three-month notice LIBOR mean rates applicable
on the last day of each Quarter in said period and shall
apply to the difference referred to in this Article X1.6
excluding any interest amount being part of such
difference.

If no further surrenders are effected because a Gas Export-
Project has been achieved, the CONTRACGTOR. shall then
recover through Gas production that portion of Exploration
Expenses which is not repaid by EGPC through the above
method of repayment.

In the event the Domestic A llocation Percentage is recalculated
during the Gas Export Project Feasibility Study Pertod, appro-
priate adjustments shall be made in respect of any payment

under Article X1 .4._

Any and all payments made by EGPG to the GONTRAGTOR
under the provisions of this Article XI, whether in U.S. Dol-
lars or in Crude Oil shall be exempted from the payment
of A.R.E. taxes, whether levied on income, gross profits or
otherwise. '

. If, at the time the amount of payment for Gas Reserves by

EGPC under this Article XI shall have been determiaed
and CONTRACTOR. shall have already recovered some or
all of its Exploration Expenses from Grude Oil production
as provided in Article X1II of this Agreement, the amount
payable for Gas Reserves pursuant to this Article XI shall be
adjusted accordingly to avoid accrual of interest on costs
after their recovery, and shall be reduced by an amount equal
to the recovery from GCrude Oil. Ifm any Quarter during
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payment for Gas Reserves by EGFC under this Article X1
CONTRACTOR is also entitled to recover Explorauon
Expenses from Crude Qil production, EGPC shall pay tor
Gas Reserves during such Quarter only the amount, it any,
as the scheduled payment for Gas Reserves may be 1n excess
of the cost recovery realized from Crude Oil productien.

ARTIGLE XI1

GAS EXPORT PROJECT

The Gas Export Project means all the facilities required lor

the operations necessary to produce Gas eligible for export Gas
from the Area, together with Gas from other concession arcas
as the case may be, to collect, transport, and process such Gas,
and to export it only as LNG, Gas Products ar d/or Gas Deriva-
frves,

1.

Export Plan

EGPC and CGONTRACTOR acknowledge that :

() The contribution of Gas required by the A.R.E. for the
National Gas Reserves, would cause the Gas available
for export to be allocated amongst the various Producers,
affording each a reduced quantity of Gas available ior

export, and

(b) ltisof mutual interestto achieve after satistying the
National Gas Reserves the export of all the Gas
available in A.R.E. for export through common Downs-

tream Facilities in order to :

(7) Implement economy of scale by constructing and
operating common Downstream Facilities, namely
those facilities between each concession’s Gas Deli-

very Point and the gas -Export Pomt ;



D g Al Sl N3y e WD AW B 1 8 5

215 ag o oo S e Q8155 dlinis Lo lalt d o
o S pass paia ol Jisb Jasd

2 paie G ALl slast S e 32 D 0,G ()
PSRN B G| AP W S - PN . PRREN RYIE RSN RR{N |
L ool boosde @ by i Dz, j\'/j S Sletag JLL
el s o les bbb S shoa oG Il pIN) LS
o S AL ool J At U 2l ua s o

A gt S @ Ll e e S ey s (5)
Ohged & ATl slZiol bogois sliil Jo hew ol sliib ¢ L]l
C"E'fﬁ aeamll LA e sl e a5 b0 g U LU
St O o ol 5 5l cilblisl Jlad JV W s
ol Gyvy o o2l Ay daare sda LI OLL
deigll L dobdl opuatl Gl e all dilal) SleY Jlo
SR AL SMg o Joati DBy ae g5 LS ¢l W 43005
o SWE AL OMe o (AL cliiub ) K g S K
SWHoLL Jla ao b Ko e IS 51 e adhaz,
o oS Gl cead LI ALY oM el

Sl s G gis OB o 2 alt o Ul e G VAN SLG) s ()
Sbs e 3 ass LIV G e L) ey IS
=L S e? WO VNS S VA (NI | I BN SR AP Wt
Gl oda OB 4 g i A ZW Jslis S Lo o5
Sadl B34 i Lt Jaaill 4nl 560 G bl YL
diot S ks W gl Sl O ¢ gedd) s
slacl &Il o Lede & ylall Oliol it Gl Gy I
e sl Al OMes @ 35, Lzl

At T et (1) 0 N 2l i il 14



VeV NaAg i ol vy (1) DS VY ! — de J B 2

-

() Provide the necessary flexibility for cach producer
‘. order to ensure a steady and reliable supply of
Gas to the Downstream Facilities to enhance the
operating efficiency throughout the life of the Gas

Export Project ;

(¢} Each Member Gompany participating in the Gas Export
Project shall have the right to take and frecly dispose
of an amount of LNG, Gas Products and/or Gas Deriva-
tives consistent with the concession agreement to which
it is a party, in proportion to its share of the Gas produc-
tion which is delivered to the Dowastream Facilities.

(d) Each Early Producer willing to participate in the Gas
Export Project shall construct or cause to be constructed
and, with the exception of EGPC, shall finance the
Downstream  Facilities in  the same proportion that
its Gas Reserves dedicated to the Gas Export Froject
bear to the total Gas Reserves of all the contractors
as such total Gas Reserves dedicated to the Gas
Export Project, the relevant expenditures being treated
in accordance with the relevant provisions set forth
in its concession agreement. The operating expenses
of the Downstream Facilities shall be allocated to each
Early Producer ( with the exception of EGPC) 1
the same proportion that the Gas delivered to the Downs-
rream Facilities from its concession area bears to the total
amount of Gas delivered to the Downstream Facihities by

all Farly producers.

() To ensure equity among the participant Contractors,
the rights and obligations of each of them (such as
investment share, operating expense share and theright to
take Gas) in so far as they are determined by committed
reserves and contributed production, shall be subject

to suitable adjustment for Gas quality, 1t being unders-
tood that the quality of Gas delivered to the Downstream

Facilities will coanform to specifications established by
the Member Companies participating in the Downstream
Facilities.
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2.

Implementation of the Gas Export Project

2.1.

If the Gas Reserves only from the Area are considered
in the Gas Export Project Feasibility Study, then the
Gas Development, the construction and operation of
the Downstream Facilities and the relevant operations
shall be carried out by QAPETCO under the terms

of this Concession A greement.

In case the Gas Export Project Feasibility Study is car-
ried out in association with Other Contractors pursuant
to Article IX and made available to EGFG during the
Gas Export Project Feasibility Study Period, all the
Farly Froducers involved and willing to participate in
the Gas Export Froject shall appoint a Gas Export
Prgject Coordination Gommittee aimed at reaching
the following fundamental targets :

(aj The formation of a Downstream Facilittes joint
operating company (JOGQO) which shall take
care of the designing, construction and operations
of the commonn Downstream Factlities.

JOCO shall deliver to each Producer all of its
share of Gas from the Downstream Facilities at
the Export Point. JOCO, if formed, shall be cons-
tituted, owned and operated in accordance with
the principles set forth in Annex “E” of this Agre-

cement.

The technical expertise- and co-ordination neces-
sary for the achievement of the Downstream
Facilities shall be made available by the Member
Companies. For this purpose the Gas Export
Project Go-ordination Committee shall appoint
as Technical Leader a Member Company or
a group of Member Companies each with a speci-
fic task. Such appointment (s) shall be based on

the following principles :

(i) volume of the Gas Reserves contributed by
the appointed Technical Leader

(i1) 1ts qualification to act as Technical Leadar.

1
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The Technical Leader will provide, under the
direct supervisinon and coatrol of the Board of

JOCGO, the necessary designing, engineering
and consruction of the Downstream Facilities,
together with a detailed economic study of the
Gas Export Project. The Technical Leader
shall be paid by JOCO at cost plus a-reason-
able fee for its services

(6) Notwithstanding Article XII 2.2 (a) above, the
Gas Export Project Co-ordination Gommittee will
review alternative forms for the organization of
the Downstream Facilities which may include any
co-operative arrangements other than those sti-
pulated in the concession agreements. In this
context the Gommittee’s terms of reference shall

be to :

(1) Establish the comparative economic and
organization, including the determination of
the best method of financing the Downstream
Facibties, for the alternative forms of
co-operative arrangements.

(1) Examine the laws of the A.R.E. and all
other laws applicable to the participating
contractors to determine the legal imp-
lications of any alternative arrangements

examined.

(1) Following (i) and (ii) abovc to report findings
to the participating contractors in order that
they may consider any viable alternative to

JjOCoO.
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Following the presentation of the report, it the
participating contractors, wish to pursue an
alternative form of co-operative arrangements
for the Downstream Facilities, other than JOGO,
they will seek the approval of EGPC.

Should the approval be obtained the Member
Companies will direct the Committee to proceed
to implement the agreed arrangement.

(c) Obtaining all Governmental assistance to facihtate
implementation of the Gas Export Project, including
the obtaining of all the mnecessary permits for

the construction of the Downstream Facilities 1n
the A.R.E.

(d) Establishing the overall Gas Development plan and
the commerical productin profile over a min-
imum period of twenty (20) vears.

(¢) Firm commitments of willing contractors to dev-
elop the Gas Reserves available for export and
to supply Gas, under specific provisions, to the
Downstream Facilities. For this purpose a Res-
idue Gas Supply Agreement for each concession
area shall be made and entered into by and between
EGPC and the relevant Member Companies as
one party and JOCO, or any other co-operative
arrangment as the case may be, as the other party :

(f} The determination that the necessary financing
of the Downstream Facilities is available.

(g) The necessary warranties from the A.R.E. Gov-
ernment as requested by the importing company
(ies) its (their) government (s) and the financial
mstitutions concerning the dedication of adequate
Gas Reserves and the continyity of Gas supplies
to the Gas Export project.
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The above fundamental targets, being pre-requisites for
the achievement of the Gas Export Project, are herein-

after called “Essential Requirements”. A Target Date

for the fulfilment of such Essential Requirements shall
be established by the Gas Export Project Co-ordination

Committee.

3. Non-Willing Contractor

After the presentation of the Gas Export Project Feasibility
Study and at least eighteen (18) months before the Target
Date set forth for the Essential Requirements, any contractor

involved in the Gas Export Project may give written notice

to EGPC and to the other Member Companies of its decision
not to develop its Gas Reserves avaiable for export, thus refusing
to supply Gas to the Downstream Facilities. In the event
such Gas Reserves are surrendered to EGPC, such Gas shall,
at EGPC’s option to be exercised within sixty (60) days from
“the date of such surrender either (1) be added to EGPC Gas
Reserves for the purpose of re-assessing the Domestic Altoca-
tion Percentage to be contributéd by the other willing con-
tractors to the National Gas Reserves ; or (ii) be contributed
to the Gas Export Project and to the Downstream Facilities
and if so contributed EGPG shall be deemed A.R.E. Gon-
tractor in connection with such surrendered Gas Reserves by
assuming all the rights and obligations of the non-willing con-

tractor connected therewith, unless otherwise herein provided.
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4. Late Producer

In case additional Gas Reserves are made available tor export
from concession areas other than the Early Producers’ after

the achievement of the Essential Requirements, then such
additional Gas Reserves shall be collected, processed and expo-

rted through JOGO,hor any other co-operative "arrangements

as the case may be, provided that Initial Commerical Produc-
“tion of Gas is not delayed and that enough spare capacity 1s

" available or capacity revamping is economically achievable.

In the event of no spare capacity, t\he Early Producersshall
investigate the possibliity of creating additional capacity In

the Gas Export Project.

After agreement between Early Producers and Late Producers
on the terms of participation in the Gas Export Project, the

Late Producer shall be allowed so to participate in the Gas
Export Project, with all the rights and obligations attached

thereto, provided always that the integrity of the overall
Gas Export Project is not jeoparadized.

e

ARITCLE XIIl1

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

OIL
0. (a) Cost Recovery Crude Oil :

4
(i) Subject to the auditing provision under this Agreement,

CONTRACTOR shall except as provided under this

Agreement, recover the costs and expenses incurred °

&
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and paid in respect of (i) all the Exploration taking
into cosideration appropriate adjustment to be made
if CONTRACTOR 1s entitled to a compensation for
Gas surrendered toEGPC, and (i) all the o1l Dev-
elompent and related operations under this Agreement
out of forty percent (40%) of all Crude Oil produced
and saved form all Oil Development leases within the
Area hereunder and not used in petroleum operations.
Such Crude Oil i1s hereinafter referred to as “Cost
Recovery Crude Oil”.

Fcr all Exploration, O1l Development and O1l produc-
tion hereunder, such costs and expenses shall be
recovered from Cost Recovery Curde Qil in the
following mannper : '

(1) All Oil Operating Expenses, incurred and paid
after Imtial Commercial Production of Oil, wh-
ich for the purposes of this Agreements shall mean
the date on which the first regular shipment of
Oil is made, shall be recoverable starting either
in the Tax Year in which such costs and expenses
are incurred and paid or the Tax Year in which
Initial Commercial Prduction of Oi1l occurs, wh-
ichever is the later.

(ii) Exploration Expenses including those accumulated
prior to the Initial Commercial Production of
O1l, shall be recoverable at the rate of twenty
precent(209) per annum staring either in the Tax
Year in which such expenditures are incurred
and paid or the Tax Year in which Imtial Com-
mercial Production of oil commences, whichever
is the later.

(iii) Oil Development Expenses, including those ac-
cumulated prior to the commencement of Ini-
tial Commerical Production of Oil shall be recov-
erable at the rate oftwenty percent (20%) per
annum starting either in the Tax Year in which
such expenditures are incurred and paid or the
Tax Year in which Initial Commercil Production
of Oi1l occurs, whichever is the later,
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(iv) To the extent that, In a Tax Year costs, expenses
and expditures recoverable per above mentioned
subparagraphs (1), (i1) and (i) exceed the value
of all Cost Recovery Crude Oil for such Tax
Year, the excess shall be carried forward for
recovery in the next succeeding Tax Year or
Years until fully recovered, but in no case after
the termination of this Agreement as to CON-

TRACTOR,.

(v) For the purpose of determining the classification
of all costs, expenses and expéditures for their reco-
very, the following terms shall apply :

1. <¢Exploration Expenses” shall mean all cos-
ts, expenses and Expenditures for Exploration,
less any amount thercof repaid by EGPC
pursuant to Article XI herein.

2. “0il Development Expenses’” shall mean all
costs and expenses for O1l Development which

Expenses shall not include oil operating
Expenses.

3. *Oil Operating Expenses” shall mean all
costs, expenses and expeditures for Oil pr-
oduction, incurred and paid after Initial Co-
mmerical Productionof Oil, which expenses
are not normally depreciable. However,
Oil Operating Expenses shall include work
over, repair and maintenace of assets but
shall not inculde any of the following which
shall be included in the Oil Development or
Exploration Expenditures : side tracking,
redrilling and changing of status of a
well from o1l well to water well and wvice
versa, replacement of assets or a part of an
assetymajor overhauling that extends the life
of the asset additions, improvements and

renwals.
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(vi) Itisunderstood and agreed upon that the recovery
of all the costs, eXpenses and expeditures as
based upon the rates referred above shall be allo-
coted to each QQuarter proportionately (one fourth
to each quarter). Howevre, any recoverable costs,
expenses and expenditures not recovered in one
Quarter as thusallocated, shall be carried forward
for recovery in succeeding Quraters.

2. GCONTRAQCTOR shall each Quarter take from ali
the oil produced the Cost Recovery Crude QOil and
shall separately dispose of all such Grude Oil, except
as provided in sub-paragraph O. (a) (3) below of this
Article XIII, plus its share of the balance of the Cru-
de Oil as stipulated in paragraph (b) below of this
Article X1II. To the extent that the value of the
Cost Recovery Crude Oil (as determined in paragraph
(c) below) exceeds the actual recoverable costs,
expenses and expenditures, including any carry
forward from sub-paragraph (a) (1) (iv) above to
be recovered in that year, the value of such Excess

Cost Recovery Crude Oil actually taken and separa-

tely disposed of by GONTRACTOR shall be paid by
CONTRACTOR to EGPC in the manner set forth
in Article IV of the Accounting Procedure contained
in Annex “D” and CONTRACTOR shall be deemed
to have purchased such excess Cost Recovery Crude

Oil.

Notwithstanding paragraph (a) (2) above, EGPC,’
shall, ninety (90) days prior to the commencement of
- each Financial Year, be entitled to elect by notice
in writing to CONTRAGTOR to take delivery in
kind, F.O.B. export terminal or other agreed deli-
very pewnt, of up to hundred percent (1009) of any
excess Cost Recovery Crude Oil for that year, and
thereby reduce the amount to be purchased by GON-
TRACTOR i the same percentage amount.

)
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0. () Crude Oil Production Sharing

T'he remaining sixty percent (609,) of the Crude Onl shall
be taken and disposed of separately by EGPC and CONT-

RACTOR according to the following incrementatl scale :

e — A

Crude Oil produced and saved under] EGPC | CONTRACTOR

this Agreement and not used m | Share Share
Petroleum operations | A o
Up to Seventy Five thousand BPD k 80 20

In excess of Seventy Five thousand | |
and up to One Hundred & Fifty | - |

thousand BPD ; 82.5 17.5

In excess of 150000 BPD | 83 | 15

0.(c) 1.

Value of Cost Recovery Crude Oil

It is the intent of the Parties that the value of the Cost
Recovery Grude Oil shall refiect the open market
price for Grude Oil. For the purpose of evaluating
the open market value of the quan ﬁty of Cost Recovc Iy
Crude Oil to which GONTRACTOR is entitled

hereunder during each Quarter, the weighted
average price realized for comparable quantities on

comparable credit terms in freely convertible cCurrency
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from F.O.B. point of export sales to non-Affiliated

companies during such quarter at arm’s length by
either EGPC or GONTRACTOR under all long-
term Crude Qi sales contracts currently in effect,
(but excluding crude oilspot sales not consistent with
the open market prices for similar Crude Oil and alse

excluding Grude Oilsales contracts involving barter),
whichever 1s higher shall be used. Itis understood
that in the case of C.LF. sales, appropriate deductions
shall be made for transport and insurance charges to
calculate the F.O.B. point of export price ; and in
both G.I.F. and F.O.B. contracts an appropriate
adjustment for quality of Crude oil freight advantage
or disadvantage for port of loading and other

appropriate adjustments shall be made.

If during any calendar semester there are no such saies
referred to in sub-paragraph O (C) (1) above by EG-
PC and COCTRACTOR wunder Crude oil sales
contracts currently in eflect, EGPC and CONTRA-
CTOR shall meet and mutually agree upon the price
of Crude O1l to be used 1n determining the value men-
tioned in sub-paragraph O. (G) (1) above. Pending
such mutual agreement the price used shall be the
Jast price determined pursaant to sub-paragraph
O. (G) (1) or under this sub-paragraph O. (C) (2)
whichever 1s later, and appropriate adjustemnt will
be made thereto after determmation of a mutuyally
agreed price by EGPC and contractor

0. {d) Oil Forecast Study

QAPETCO shall prepare (not less than ninety (9 dayx
prior to the beginning of each calendar semester followine
regular production) and furnish in writing to CONTRA.-
CTOR and EGPGC a forecast setting out the total quantity
of CGrude Oil that QAPETCO estimates can be proiuced,

4
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0. (e
o. (t)
GAS

saved and transported hereunder during such calendar
semester in accordance with good oil industry practices.
QAPETCO shall endeavour to produce each calendar
cemester the forecast quantity. The Crude Oil shall be
run to storage tanks constructed, maintained and operated
according to the Government regulations, by QAPECTO

1n which said Crude Oil shall be metered or otherwise

measured for royalty, and the other purposes required by
this Agreement.

Disposition of Crude Oil

EGPC and CONTRACTOR shall have the right and the
obligation to separately take and dispose of all of the Crude
Oil to which they are entitled as is determined in accor-
dance with sub-paragraphs (a) and (b) of this Article.
Subject to payment of sums due to EGPC under pragraph
(a) (2) of Article XIIT and Article XVII, CONTRACGTOR
shall have the right to retian abroad all funds acquired
by it abroad including the proceeds from the sale of its
share of Crude Oil exported.

Oil Tanker Lifting

At a reasonable time prior to the Initial Commercial Pro-
duction of Oil EGPC and CONTRACTOR shall meet
and agree upon a procedure for scheduling Oijl tanker
lifting from the agreed upon point of export, so as to pre-
vent curtailment of production.

G. (a) Cost Recovery Gas :

1. Subject to the auditing provision under this Agree-

ment CONTRACTOR shall, after satisfying the Na-
tional Gas Reserves and except as provided under
this Agreement, be entitled to recover its costs and
expenses relating to all Exploration, Gas Develop-
ient and Downstreari Facilites out of fifty per-
cent (509 ) of all Gas produced and saved trom all
Gas Development Leases hereunder and not used
in petroleum operations (herematter calied Cost
Recovery Gas).
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Up to an additional ten percent (10%) per annum,
that is to say a maximum of sixty percent (60%) per
annum of said Gas, can be used by CONTRAGTOR
to recover costs and expenses by giving thirty (30)
days’ written notice to that effect prior to the begin-
ning of the relevant production year. This addi-
tional percentage per annum may be obtained by
CONTRACTOR on condition that, over the entire
twelve (12) yvear period following the Initial Com-
mercial Production of such Gas, such portion of Gost
Recovery Gas designated for the recovery of costs
and expenses shall not exceed fifty percent (30%) of
the gas produced and saved during said (12) year
period after satistying the National Gas Reserves.

For all Exploration, Gas Development and Gas pro-
duction hereunder, such costs and expenses shall be
recovered from Cost Recovery Gas in the following

manner .

(i) All the Gas Operating Expenses incurred and
paid after the Initial Commercial Production
of Gas, which for the purpose of this Article shall
mean the date on which the first regular supply
of Gas has been delivered at the Export Point
shall be recovered starting either in the Tax
Year in which such costs and expnses are mcurred
and paid or the Tax Year in which Initial
Commercial Production of Gas occurs, whichever
is the later. Such Gas Operating Expenses
shall include fifty percent (309%) of all interest
paid by CONTRAGTOR after the beginning
of the Initial Comercial Production of Gas for
the financing of the Downstream Facilities pur-
suant to Article XIV herein. In case of simul-
taneous production of Crude Oil and Gas, the
indirect and general expenses shall be shared
between ‘the Gas and Crude Oil production In
proportion to the amount of the Operating Ex-
penses directly attributable to Crude Oil and Gas

production ;
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1)

Gas Explorauon Expenses includmg those accum-
ulated prior to the Initial Commercial Production
of Gas, shall be recoverable at the rate of twenty
percent (20%) per annum starting either in the
Tax Year in which such expenditures are incurred
and paid or the Tax Year in which Initial Gom-
mercial Production of Gas Commences, whichever
1s the later ;

i) Gas Development Expenses, mcluding those accu-

mulated prior to the Imitial Commercial Produ-
ction of (Gas shall be recoverabie at the rate of
:wenty Percent (209,) per annum starting either
i the Tax Year in which such expenditures are
incurred and paid or the Tax Year in which
Initial Commercial Production of Gas Com-
mences, whichever, 1s later date. |

However, Gas Operating Expenses shall mclude
workovers, repair and maintenance of assets but
shall not include any expenditures incurred
during Exploration and Development for gas
well drilling and completion operations of gas
wells related to items which themselves do not
have a salvage value, as, for example, labor, geo-
logical design, engineering and other technical
assistance suppervision, amounts paid to drilling
and other contractors, material and equipment
consumed or lost, perforating, formation testing,
cementing, logging and transportation.

It is understood and agreed upon that the reco-
very of costs, expenses and expenditures as based
upon the rates referred above shall be allocated
to each Quarter proportionately {one fourth for
cach Quarter). However any recoverable costs,
expenses and expenditures not recovered in one
Quarter, as thus allocated, shall be carried
forward for recovery in succeeding (Quarters.

Without prejudice to paragraph G. (C) (1) below,
CONTRACTOR shall each Quarter take and separ-
ately dispose of all Cost Recovery Gas, plus its share
of the balance of the Gas as stipulated in paragraph
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G. (b) below of this Article XIII. ‘L'othe extentthat
the value of the Cost Recovery Gas ( as determined
in sub-paragraph G. (c) (1) below) exceeds the actual
recoverable costs and expenditutes, including any

carry forward pursuant to sub-parabraph G. (a)(1)
(iv) above, to be recovered in that Year, the value

of such excess cost Recovery Gas actually taken and
separately disposed of by CGONTRAGTOR shall

be paid by CONTRACTOR to EGPC in the manner

set forth in Article TV of the AccountingProcedure
contained in Annex “D’’ and GONTRACTOR shall

be deemed to have purcha.sed such excess Cost Reco-
- very Gas.

G. (b)) Ga - Prodction Sharing

1. The remaining percentage of Gas shall be taken and
disposed of separately by EGPG and CONTRACTOR

according to the following proportion

PRODUCTION IN MILLIONS ‘ EGPC CONTRACTOR
CM/DAY - SHARE % SHARE 9
|
UP (o 10 - 67.5 32.5
In excess of 10 and j 70 ; 30
UP to 20 / |
In excess of 20 and !
UP to 30 725 275
In excess of 30 ; 735 25
|

e

7 It is understood and agreed upon that _CONTR_A-
CTOR shall not be entitled to production sharing

' for
ferred to in paragraph G. (b) (1) above except )
iﬁe amount of Gas In excess ol CONTRACTORs

contribution to the National Gas Reserves and pro-
vided that such amount of Gas 1s exp orted outside

ARE ma liquid form.

4
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G. (¢

L

Value of Cost Recovery Gas

It 1s the intent of the parties that the value of Cost
Recovery Gas shall reflect the open market price
for Gas. For the purpose of evaluating the open mar-
ket value of the quality of Cost Recovery Gas to which
CONTRACTOR 15 entitled hereunder during each
Quarter, the weighted average price so realized for
comparable quantities on comparable credit terms
in freely convertible currency from f.o.b. point of
export sales to non-Affiliated companies during such
Quarter at arms-length by either EGPC or CONTRA-
CTOR under all long term Gas sales contracts then
in effect (but excluding Gas spot sales not consistent
with the open marked prices for similar Gas and also

excluding Gas sales involving barter), whichever is
higher, shall be used.

It 1s understood that in the case of G.LF. sales, app-
ropriate deductions shall be made for transport and
msurance charges to calculate the F.O.B. point of
export price ; and in both G.LF. and F.O.B. contracts
the appropriate adjustment for quality of Gas freight
advangtage or disadvantage of port of loading and
other appropriate adjustments shall be made. -

If during any Quarter there are no such sales by EG-
PC and CONTRACTOR under Gas sales contracts
then in effect, EGPG and CONTRACTOR shall

meet and mutually agree upon the price of Gas
to be used in determining the value mentioned in
sub-paragraph G. (c) (1) above. Pending such agree-
ment the price used shall be the last price deterrmned
pursuant to subparagraph G. (c) 1 or under this sub-
paragraph whichever is later, and appropriate adjus-
tment will be made thereto after determination of

" a mutually agreed price by EGPC and CONTRA-

CTOR.
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3. CONTRACTOR, upon EGPC request, shall endea-
vour to sell EGPC’s share of Gas at the best possible
price under long-term sale contracts for periods of
at least five (5) consecutive years, and shall pay to
EGPC the amount representative of the proceeds of
such sales less a reasenable marketing fees for such
sales to be mutually agreed upon shall be recovered
from the Cost Recovery Gas. However the aforesaid
sales contracts shall be subject to the prior approval

of EGPC.

Gas Forecast (Quantity

QAPETQCO shall prepare (not less than ninety (90) days
prior to the beginning of each calendar semester following
regular production and furnish in writing to GONTRA-
CTOR and EGPG a forecast setting out the tetal quantity
of Gas that QAPETCO estimates can be produced, saved
and transported hereunder during the Quarter in accor-
dance with good gas industry practices. QAPETCO shall
endeavour to produce each calendar semester the forecast
quantity. The Gas shall be handled according to the
Government Regulations by QAPETCO and shall be
metered or otherwise measured for rovalty and the other
purposes required by this Agreement.

. (¢) Disposition of Gas :

CONTRACTOR and EGPC shall have the right and the
obligation to separately take and dispose for export of
all the Gas to which each is entitled as is determined in
accordance with paragraphs G. (a) and G. (b) of this Ar-
ticle. Subject to payment of sums due to EGPC under
paragraph G. (a) (2) of Article XIII and under Article
XVII, CONTRACTOR shall have the right to retan
abroad all funds acquired by it abroad including the
proceeds from the sale of 1its share of Gas exported
outside the A.R.E.



NAAE L sl v 4 CT) IR W 2ol f““-;":'.*"“j”‘;“i;ﬁ‘” 18 ¢

:jL;J‘ DML Sl (5) 5K

JJL.EU Cw:‘:=* Ji;.U u!_fj! ._:,Ji_:?;_._i .7““"*’\‘ UL.:, ._:L”‘ J'_}W _}L,_:.g ;_g
o LY LGl

(e dul JI 35l L8 )
WAl O

D e e B> L W I P P e
Dt b e Gl sdn IS

S5 OU Lded 5Ll Lt Sl 7o el gl e gt oo
AN Jlaz 50 U st bl IVE S o e el L
el o g L ga-asehl 8V e 5l L shzzib 2laS, ol
> @ o oo SN ALY Se T aas . 3LV o e Anll S
> 0 ) JlEl 2o e b Lole Jasr 3T @ oKl Sl 1 ol oY)
B L LI S P PN ) B WP PRl S oo 5 gl 1 s
o O S8 g1 3 W AL D § L

(J.b':- s 55U I )
jL_..;." C;ﬂa- PRy’ F_,J_.:_A

Ol 4l LA Slblaat 3 Coaoes 55 1 am Jal all g, 1310 _ o

P RPN R A | T [ D LT I M A F 3

LR S R | W ' I Ja..L..a.;_j S GE ae Bkl 5 L e s

PE=ICINE Bt IRV G | S N N la.*JLHwLL-sfér-.C,-

VS o o) LU L ellcl lia GLaJ1 o 331 gyt
POV b LA aws £ 3. 2l gaandl tys sae UM cay



V21 WAL e oy (1) L S VY ol L st

_'_.%.__

G. () Gas Tanker Liftings

At a reasonable time prior to the Injtial Commercial Prg-
duction of Gas EGPC and CONTRACTOR shall meet
and agree upon a procedure for scheduling Gas tanker

liftings from the Gas Export Point so as to prevent curtail-
ment of production.

ARTICLE XIV

DOWNSTREAM FACILITIES

In order to obtain necessary financing for the construction of
Downstream facilities, the Parties hereto agree that :

EGPC shall obtain its share of the Gas at the outlet of the Down-
stream Facilities on the understanding that all Gas produced under
this Agreement, except for Gas required for internal use for opera-
tions and further except for Gas surrendered or dedicated to EGPC
under the provisions of Article VIII herein, shall be committed to
such Downstream Facilities mcluding any royalties the GOVERN-
MENT elects to take in kind. CONTRACTOR or as the case may
be, shall indemnify and keep harmless EGPC from any action or
Procedure against the share of Gas in the Downstream Facilities
to which EGPC will be entitled at any given time.

ARTICLE XV
GAS RECYCLING PROJECT

1. In case CONTRACTOR, after having fulfilled its contri-
bution to the National Gas Reserves, considers a Gas Recycling
Project (namely the production of Natural Gas Liquids fromu:

OR€ Or more gas reservoirs by recycling the reservoir gas, and
the exportof such Natural Gas Liquids from the A.R.E.) is

teasible CONTRACTOR shall through QAPETCO undertake
such Gas Recycling Project by giving written notice to this

eftect to EGPC at anv time durlng the Gas Export Project
Feasibility Study Period, provided that: |
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() The volume of the Gas Reserves discovered in each field
m the Area shall be assessed and certified by evidencing
the amount of Natural Gas Liquids which forms part of

such volume. The remainder is hereinafter called Lean
Gas;

(6) Any Gas Recycling Project shall not involve those porti-
ons of Natural Gas liquids included in the Gas Reserves
already surrendered to EGPC for the National Gas Re-
serves unless otherwise approved by EGPC. 1In case of
such approval specific arrangements shall be entered into

between. EGPC and CONTRACTOR.

(¢) Upon CONTRACTOR’s written notice to go ahead

with a Gas Recycling Project, CONTRACTOR shall
through QAPETCO have the obligation to make commer-
cial production of Natural Gas Liquids in regular shipm-
ents within six (6) vears from the date of such notice. In
the event that such regular shippments are not made with-

in such six year period, the area retained for such purpose
shall be surrendered to EGPC at no cost.

A Twenty (20) years Gas Development Lease shall
automatically come into existence, starting from the date
of said notice, and said Development Lease may be ren-
ewed for an additional period of ten (10) years at the
option of GONTRACTOR upon six (6) months written

notice to EGPC prior to the expiration of such twenty (20)
year period.

(d) The provisions for Gas under this Agreement shall govern
the export, title and value of such Natural Gas Liquids
obtained from the Gas Recycling Project. All the
recoverable costs and expenses shall be those recoverable

for Gas according to Article Xlll G. (a) and Annex “D”
of this Agreement.
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ARTICLE XVI
TITLE TO ASSETS

{6) EGPC shall become the owner of all assets acquired and owncd
by GONTRACTOR in coanection with the operations carried
out by CONTRACTOR, QAPETCO and JOCO in accor-

dance with the following

(1) Land shall become the propertv of EGPG as soon as
it 1s purchased.

(2) Title to fixed and movable assets including the Downst-
tream Facilities shall be transferred automatically and

gradually from CONTRACTOR to EGPC as their
cost 13 recovered by CONTRACTOR in accordance
with the provisions of Article XIII, or at the time of termi-
nation of this Agreement, whichever first occurs.

T'he book value of the assets created during each Quarter shall
be communicated by CONTRACTOR, QAPETCO OR

JOCO as the case may be, to EGPC within thirty (30) davs of
the end of each Quarter.

(6) During the term of this Agreement and any renewal thereot
EGPC, GCONTRACTOR, QAPETCO and JOCO, as the
case may be, are entitled_to the full use of all fixed and mov-
able assets in connection with their operations hereunder in
(1) the Area and (2) any other area approved by EGPC and
CGONTRACTOR, and proper accounting adjustment shall be
made. CONTRACTOR and EGP( shall not dispose of

the same except by mutual agreement.

() EGPC and CONTRACTOR may freely import into A.R.E.,
use therein and freely export at the end of such use machinery
and equipment which it either rents or leases in accordance
with good industry practices. ' |
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ARTICL XVII
BONUSES

(a) CONTRACTOR shall pay to EGPC as a signature Bonus the
sum of Two (2) Million U.S. Dollars on the Effective Date.

Oil Production Bonuses

(b) CONTRACTOR shall pay to EGPC -
The sum of Two(2)Million U.S. Dollars as a Production Bonus

when the total average daily production first reaches the rate
of ¥ifty Thousand (50000) barrels of Oil per day for period of

Thirty (30) consecutive production days. Payment shall be
made within fifteen (15) days thereafter.

(c) GONTRAGTOR shall also pay to EGPC the additional sum of
T'wo and Half (2.5) Million U.S. Dollars as a Production Bonus
when the total average daily production first reaches the rate
of One Hundered Thousand (100000) barrels per day of Oil

for a period of Thirty (30) consecutive producing days.
Payment shall be made within fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum of
Five (5)Million U.S. Dollars as a production Bonus when the
total average daily production First reaches the rate of one
Hundred and Fifty Thousand (150000) barrels per day of
O1l for a period of Thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter.
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Gas Production Bonuses

(¢} GONTRACTOR shall pay to the EGPC the following amonuts
as Gas production Bonus :

— Two (2) Million U.S. Dollars when the total average daily

production first reaches Ten (10) Million cubic meters of
Gas per day.

— Also Three (3) Million U.S. Dollars when the total average

daily prodcution first reaches Twenty (20) Million cubic
meters of Gas per day.

— Also Five (5) Million US. Dollars When the total average

daily production first reaches Thirty (30) Million cubic
meters (Gas per day.

(1) All aforesaid Signature and Production Bonuses shail in no
event be recovered nor amortized by GONTRACTOR.

(g) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article III (c) herein-
above, production from such sole risk acea shall be considered
for the purposes of this Article XVII only if CONTRACTOR

exercises its option to share in such production, and only
from the initial date of such sharing.

ARTICLE XVIII

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at which
notices shall be validly served.

The General Manager and Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient power to carry out

immediately all local written directions given to him by the GOVE-
RINMENT or its representatives under the terms of this Agreement.
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All lawful regulations issued or hereafter to be issued which are ap-;
plicable hereunder and not in conflict with this Agreement shal

apply.

All matters and notices shall be deemed to be validly served

which are left at the office of the General Manager or which are

sent to him by registered mail to CONTRACTOR’s office 1o
A.R.E.

All matters and notices shall be deemed to be validly served which
are left at the office of the Chairman of EGPCU or which are sent
to him by registered mail at EGPC’s main office in Cairo.

ARTICLE XIX

SAVING OF PETROLEUN AND PREVENTION OF LOSS

(a) QAPETCO and JOCO shall take all proper measures, according
to generally accepted methods in use In the Petroleum industry
to 