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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
AND EXPLOITATION |

BETWEEN
“THE GOVERNMENT OF,THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
ESSO EGYPT EXPLORATION PRODUCTION S.A.
N
EASTERN DESERT AREA

This Agreement, made and entered into on this day of 27th
Aug., 1984 by and between the GOVERNMENT OF THE ARAB
REPUBLIC OF EGYPT (hereinafter referred to as the “Govern-
ment”’), THE EGYPTIAN GENERAL PETROLEUM CORPO-
RATION, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as “EGPC’’) and Esso Egypt Exploration
Production, S.A. a company organized and existing under the
laws of the Republic of Panama (hereinafter referrzd to either
as “ESSO” or “Contractor™).

WITINESSETH

WHEREAS, all raw materials, including petroleum existing
in mines and quarries in -the Arab Republic of Egypt, 1n-
cluding the territorial waters, and in the subsea floor subject to
its jurisdiction and extending beyond the territorial sea, are the
property of the State; and

WHEREAS, EGPC has applied for an exclusive concession
for the exploration, development and exploitation of petro-
leum in and throughout the Area, subject of Article If, desc-
ribed in Annex A, and shown approximately in Annex B, which

are attached hereto and made a part hereof (hereinafter refert-
ed to as the *“Area’’); and
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WHEREAS, ESSO agrees to undertake 1ts ¢hligations pro-
vided hereinafter as a Contractor with respect to the explora-
tion, development and exploitation of petroleum in said Area;
and

WHEREAS, the Government desires to grant such concess-
jon, ; and

WHEREAS, the Minister of Petroleum, pursuant to the pro-
vistons of Law No. 86 of 1956, may enter into a concession
agreement with EGPC and ESSO as Contractor for the petr-
oleum operations in the Area hereinafter referred to.

Now, THEREFORE, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(a) “Exﬁloratien” shall include geological, geophysical, aer-

1al and other surveys, studies or analvses included in the

approved work program and budget, and the drilling

of such shot holes, core holes, stratigraphic tests, holes

for the discovery or preduction of petroleum and other

holes and wells, and the purchase or acquisition of such

supplies, materials and equipment therefor, 1n accordance

with the approved work program and budget. The verb
“explore’” means the act of conducting exploration.

Pty

fb) ““Development’” shall include, but not be limited to, all the
operations and activities under this agreement, with res-

pect  to

(1) The drilling, plugging, deepening. side tracking, red-
rilling, completing, equipping of development wells,
the changing of the status of a well from ol well to
water well ‘and vice versa, and
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(2) Design, engineering, construction, installation, servic.
ing and mainienance of equipment, lines, systems,
facilities, plants and related operations, producing and
operating said wells, taking, saving, treating, handlmg,
storing, flaring, transporting and delivering petrol-

Rk T, A

eum, repressuring recychng and other secondery re-
covery pm]ects and

(3) Transportation, storage and any other work or actis
vities necessary or ancillary to the activities specified

in (1) and (2).

“Bxploitation’ shall include such activities in the Arab
Republic of Egypt and areas subject to its jurisdiction,
including the construction and use of plants and facilities
as may be necessary for producing and operating the wells
drilled by ESSO or the Operator in the Area and for
taking, saving treating, handling, storing, repressuring,
recycling, and other secondary recovery projects, flaring,
transporting, delivering and exporting petroleum.

“Petroleum’’ means liquid crude oil of various densities,
gas, casinghead gas and all other hydrocarbon substances
that may be found in, and produced, or otherwise obtai-
ned, and saved from the Area under this Agreement, and
all substances that may be exfracted therefrom.

“Liquid Crude Oil”’ or “Crude Oil”’ means any hydro-
carbon produced from the Area which is in a liquid state
at the welthead or lease separator or which is extracted
from the gas or casinghead gas in a plant. Such term in-
cludes distillate and condensate.
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(f) “Gas” is natural gas and other gaseous hydrocarbons
produced in the Area from any well and all nonhydrocar-
bonous substances therein. Said term shall inctude residue
gas remaining after the extraction of liquid hydrocarbon
from such gas.

(g) A <‘barrel’’ shall consist of forty—twc; (42} Un.i_i;edf States

gallons, liquid measure, corrected to a temperature of si-
xty degrees (60°) Fahrenheit. |

(h) “Exploratory Well’ mzans any well drilled on any geo-
logical structure, field, or trap for the purposzs of provi-
ding stratigraphic information, or of discovering new oil
reservoirs, and or of delineating the areal extent of a
structure, field or trap on which one or more Exploratory
Wells which encountered oil have previously been drilled
but does not include a Development Well as defined 1n pa-
ragraph (1) below.

(i) “Development Well”’ means any well drilled for the purpose
of producing from an established oil reservoir or reservoirs.

(j) “Discovery Oil Well’> means an ESSO Exploratory Well
on any geological structure, field or trap which after an app-
ropriate test in accordance with sound and accepted indust-
ry production practices, either by drill stem test of limited
duration or by a more extensive production test, and verifi-
ed by EGPC, is found to be capable of producing at the actual
or calculated rate of not less than two thousand (2000) barrels
of oil per day. The date of discovery of a “Discovery Oil
Well” is the date on which such well is tested and compl-
eted according to the above. If any ESSO Exploratory Well
completed in any reservoir or group of reservoirs does not
meet the above definition, but in ESSO’s opinion such-
reservoir or group of reservoirs considered collectively
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could be worthy of commercial development, then ESSO
may, at its option, designate and treat such Exploratory Well
as a Discovery Oil Well for all purposes under this Agreement.

When such Discovery Oil Well is tested and completed or
when ESSO declares an Exploratory Well to be a Discovery Oil
Well, ESSO shall so advise EGPC, and after ESSO reviews the
situation with EGPC, EGPC and ESSO shall notify the Min-
istry of Petroleum of such Discovery Oil Well. EGPC and
ESSO shall mutually determine the probable surface extent of
the potential producing area, based- upon all available sci-

entific and technical data of the potential field in which such
Discovery ,Oil Well has been made.

(k) “Commerflal Discoverv”’ means a- producing geological

structure or any other geological trap on which one or more
Wells have been drilled, which in the judgment of ESSO based
on a consideration of all relevant factors such as the average
production, depth of production, remoteness of the location,
and other technical and ‘eeonomic factors, can be developed
under economic conditions according to the normal practice
of the industry. If in the judgment of ESSO such a structure,
whether alone or in conjunction with other structures, const
1tutes a Commercial Discovery, ESSO may at its option, declare
and treat it as a Commercial Discovery for all purposes under
this Agreement. ESSO shall give notice thereof to EGPC and
after meeting, studying and reviewing all appropriate data
with EGPC regarding the existence of a Commercial Disco-
very, EGPC and ESSO shall notify in writing the Ministry
of Petroleum of a Commercial Discovery. EGPC and ESSO
shall mutually determine, subject to the approval of the
Ministry of Petroleum, the .probable‘surface extent, based up-
on all available scientific and technical data, of the structure
Or structures constituting such discovery. The development
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Block or Blocks or the pari or the parts thereof m which such
structure or structures are located are referred to hereinatter
as the area covering the field in which the Commercial
Discovery has been made.

(/) “A.R.E.”> means Arab Republic of Egypt.

(m) “Effective Date’” means the date on which this Agreement

)

is signed by EGPC, ESSO and the Government, after the
1ssue of the relevant Law.

‘“Year’ means a peiiod of twelve (12} months according t0
the Gregorian Calendar.

“Calendar Year’ means the period from fznuary 1 1o Dec-
ember 31, both inclusive. according to the Gregonan Calen-
dar.

“Financial year’ means the Government’s financial vear
starting on July 1 and ending on June 3. both dates being
mclusive.

“Quarter’” means a period of three (3) months according to
the Gregorian Calendar commencing on ¢ither January |,
April 1, July 1 or October 1.

(p) “Tax Year’’ means the period of twelve(l2ymonths according

to the Gregorian Calendar for which an income, profits of
other tax of the Government 1s assessable or payable acc-
ording to any applicable law, or regulation of the Governm-
ent.

q) “Operator’ means th> J>iat C» mpany to be formed by EGPC

and ESSO under the provisions of Article VI of this
Agreement.
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An <Affiliated Company’” means a company .

(i) The share capital, conferring a majority of the :xfotes
at stockholders’ meeting of such Company, of which is
owned directly or indirectly by a party hercto :

-(ii) Which is the owner directly or indirectly of share capi-
tal, conferring a majority of the votes at stockholders’
meetings, of a party hereto; or

(ili) Whose share capital, conferring a majority of the votes
at stockholders’ meetings of such company and the
share capital conferring a majority of the votes at stock-
holders’ meetings of a party hereto, are owned directly
or indirectly by one and the same company.

“Area’’ means the original area described in Annex A and

shown in Annex B or the area retained by ESSO after rel-
inquishment or surrender, '

“Exploration Block’® means an area bounded by straight
lines, the corner points of which are coincident with inter-

vals of six (6) minutes latitude and six (6) minutes longitude
as shown on Annex A.

“Development Block’> means an area bounded by straight
lines, the corner points of which are coincident with int-
ervals of three (3) minutes latitude and three (3) minutes

longitude measured, respectively from the Eastern and Nor-
thern boundaries of the original areas as described in Annex A.

“Profit Crude Oil”” means in respect of either EGPC or ESSO,
its share for a given period as provided in paragraph (b) of
Article V hereof of the average daily production of Crude Oil

after allowing for Cost Recovery Crude Oil as provided for
1n paragraph (a) of the said Article V.
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(w) “Development Lease’ means all or part of a Development
Block or Blocks comprising the area covering the field 1n
which a Commercial Discovery has been made.

ARTICLE 1
ANNEXES TO THE AGREEMENT

The Annexes “A’’, “B”’, «“C”’, “D”’, “E”’, and “F’" to this
Agreement are herebv made parts hereof, and they shall be con-

sidered as having equal force and effect with the provisions of
this Agreement.

Annex “A’7 Is a deécription of the Area covered and affected
by this Agreerent, herein referred  to as the Area.

Annex "B’ is a map on the scale one (1) to two million
(2,000,000) approximateiy, indicating the Area covered by this
Agreement and described 1In Annex “A”. '

Annex “C°’ is a torm of a letter of guaranty to be submitted
by ESSO, duly authorized and issued by National Bank of Egypt,
(hereinafter called “the Bank’’) for the sum of twelve (12) milli-
on U.S. dollars, guaranteeing the minimum exploration expendi-
ture obligation. Such guarantee shall remain effective for six (6
months after the end of four (4) years from the Effective Date of
this Agreement. This letter shall be submitted at the time of the
signature by the Minister of Petroleum, EGPC, and ESSO.

Annex “D’° Accounting procedure contains implementing
provisions related to Article V of this Agreement in respect of cost
and expenses.

Annex “E' relates to the Joint Company subject of Article
VI heremafter.

“Annex “F"" contains implementing provisions related to
Article V of this Agreement in respect of gas.



4AAE A ekl Y (CL) Yy st — e Sl B A Y G

( it stk )
skl 3 gionll peta
Yalie lgiay € gul y Jy &gl AWV 0dp (ot 4 sl peed
bl by iy Sl (o gall (palie Gkl G lagda 1) guaie L3
{.UC.:-I & len jo ke 98 s Sl 558 1 056G Jdlg a8l od_a 3
Jael pbdll G €5 o by ¢ aDbaas VROK A Wn 68, O 5L Al
sds (3 by LasYl sds O et Ll JHhasy deadly ded
o Lo guases g dalaill
o A Ld ade ogale 38 b g oo dadady ds ola)l el {T)
LS g gema oo (/00 ) FLLN G B Ty e ST 1 5500
4wt 3as b qadadly e RSP C::M fl_;i-:JI e o
LA 8 dde o saie oo LS ol 2o &3 § Lo DY
5 ST oh g — BaUWE sds Je iy AL Leais Al
¢ dibid 4l Shlel Gotd Y 4T pedl ey — Le
Ob_mdl gr )l e Al Dl gl (Vo) 22 b yuiy St B TS ()
AP uuﬁ.ﬂl sV JeCi o B e AW de s
Ly Lol a2l Ol i (Vo) e o Cadl Bia 4l L3
o I 55l Lt sda oy ( ) > a4l
Slhal s b e e (ve) S 2o adlaWl sag) il S (C)
Ol LY o3 Lt sua S SCas o JoW A
1 ‘g__,lu,,_‘.. (0) Lyuoi a3 d.:._chl b.:-l ..1.*-.5_9 LR PRI
a3 (1) e G GBS 1,5 o g EU3s @ 5uty sy
AW e A 2l gt OF pgell s 0 B Sl ap g
U DMy Lty condt Ellam ruu allo b sl
sdd By dlo 5,531 ot 480 D0 LI, B, 1L
C gsl Y g Ll b (3 gos LgJ'L;JI uL,IS\}'l sy e E;_.;li‘f\“'



Yo VAL dl. ksl y (cls') Y'Y ol — e W By sl

ARTICLE IlI |
GRANT OF RIGHTS AND TERM
The Government hereby grants EGPC, and ESSO as Con-

tractor, subject to the terms, covenants and conditions set out in
this Agreement, which 1nsofar as they may contradict with any

provisions of Law No.

66 of 1953, as amended, shall have the

force of law, an exclusive concession in and to the Area, including
the right to carry out the Exploration, Development and Exploit-
ation operations described in this Agreement in and with respect

to such Area:

(a)

()

(¢)

The Government shall own and be entitled as hereinafter
provided, to a royalty as provided for in Article V, in cash or
in kind of ten (109%) percent of the total quantity of Crude
O1l produced and saved from the Area during the Develop-
meiat and Exploitation period, including renewal. Said
royalty, whether in cash or in kind, shall be borne and paid
by EGPC. It is understood that no rentals are payable

respecting the Area.
An exploration period of ten (10) consecutive years shall

start from the Effective Date. This Agreement shall be

terminated if no Discovery Oil Well has been completed by
the end of the ten (10) years of the exploration period subject
always to the provisions of paragraph (c¢) of this Article III.

The development period of this Agreement shall be twenty(20)
years from the date of issuance of the first Development
Lease. The development period of this Agreement may be
renewed on the same terms and provisions for an additional
period of five (5) years at the option of ESSO upon six (6)
months prior written notice to EGPC, It is understood that
the concession rights above referred to carry out Exploration,
Development and Exploitation operations, shall continue
fully in eftect during the above referenced periods of this

Agreecment.

Following Commercial Discovery, the extent of the Area
covering the fleld in which the Commercial Discovery has
been made shall be mutually determined by EGPC and ESSO,
subject to the approval of the Ministry of Petroleum, as
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provided in paragraph (k) of Article I hereof. Such Area
<hall then be converted automatically into a Development
Tease or Leases without the issuance of any additional legal

instrument or permission.

(1) Commencing from the date when any Exploratory
Well (herein designated as a Discovery Oil Well) that
produces reasonable quantities of Crude Oil from a new
productive structure or trap is tested and completed by
ESSO, ESSO shall have, even 1f such date occurs 1n the
last two (2) years of the total ten (10) year Exploration
period following the Effective Date, a period of two (2)
years for further delineation and evaluation to determine
the coramercial pctential of such ficld and declare it
to be a Commercial Discovery (as provided in paragraph
(k) of Article I hereot). Upon Commerctal Discovery,
Development operations shall immediately be started
by the Operator and a vigorous development program
based upon tue characiciistics of the field and good
oil field practice will be pursued until the field 1s fully

developed tc the extend techuically and economically
feasible. I{ within a period of two (2) years afier the
date of issuance of the Developmcnt Lease production 18
acrabliched from such discovery ESSO shall retain the
seld Tor the resi of the term of this Agreement provided
for under paragraph (c) of this Article III and any
venewal therec” 1f mroduction is not established from
the area covering the field in which the Commercial
Discovery was made within su.h two (2) year period,
ESSO shali relinquish the Development Block or Blocks
or part thereof covering such fieid. After two (2) years
following commencement of production from a field
‘n which a Ccmmercial Discovery has been made,
ESSO shall relinquish any Development Block or Rlocks »
or part thereof retained in connection with such Comm-
ercial Discovery +hich Block or Blocks or part thereof
do 1.6t include any part of a structuc: capable of produe-
dor of Tetrcleur: and which is or are not required iof
future secondary of enhanced T€CON Y pUrposes. Such
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relinquishment shall be made independent of, but shall be

counted towards satisfaction of, the relinquishment
oblirations of paragraph (d) of this Article TIl. In the
event that ESSO completes its delmeation and evaluation
of a Discovery Oil Well and declares the structure or
structures in question to be a Commercial Discovery in
less than the two (2) year period provided above for that
purpose, the balance of such two year period shall be

added to the further period of two (2) years allowed for
the purpose of establishing production but so that the
total of such periods shall not, unless otherwise approved
by EGPC, exceed four (4) years from the date on which
the Discovery oil Well in question is completed and tesied
as provided above. Such periods may be extended by
EGPC if ESSO and EGPC agree because of technical

1easSoOns.

Delay caused by force majeure, or unforseen consequences
not due to the fault of ESSC, or the unavailability to
ESSO worldwide, or the failure of the specialized equip-
meni required for the performance of the actions descri-
bed in sub-paragraph (1) above, shall have the effect
provided for in paragraph (a) of Article XX of this
Agreement. in the event of relinquishment as prov:ded
for in sub-paragraph (1) above, the petroleum rights
over the area of the relinquishment shall pass by regrant
directly to EGPC by operation of law 1f EGPC so desires.
Accordingly, it is understood that the effect of the for-
egoing is that if such production 1s not established as
above provided within the time periods as specified above,
the area covering the field will be relinquished as provided
hereinabove, and that to avoid this effect for ESSO,
EGPC will zgive sympathetic and sincere consideration
to any requests of ESSO as above provided for extension
of such time periods. Although the present paragraph (c)
provides in connection with a certain structure (trap, field)
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for relinquishment by Development block or blocks or
part or parts thereof, it is understood that the area covered
by any such relinquishment will be revised and reduced
so as to avoid the relinquishment of all or part of another
structure or structures ( traps, fields) located 1n the same
block or part thereof, subject always to the relinquish-
ment requirements contained in paragraph (d) of this
Articie 111

[f Crude Oil is discovered but is not declared by
ESSO to be a Commercial Discovery within the relevant
time period for such discovery as provided in sub-para-
graph (1) above, EGPC shall, at the expiration of such
period, have the right, following sixty (60) days notice
in writing to ESSO, at its sale cost, risk and expense, to
develop, produce and dispose of all Crude Ol from the
geological feature on which the well has been drilled. Said
notice shall state the specific area covering said geologi-
cal feature to be developed (hereinafter called the Speci-
fied Area), the wells to be driiled, the production facilit-
ies to be installed and EGPC’s estimated cost thereof.

Within thirty (30) days after receipt of said notice
ESSO may, in writing, elect to develop the Specified Area
as provided for in the case of Commercial Discovery

hereunder. In such event all terms of this Agreement
shali continue to apply to the Specified Area.

If ESSO does not elect to develop the Specified Area,
the Specified Area shall be set aside for sole risk opera-
tions by EGPC. It is understood that ESSO is not
obligated to perform the operations for EGPC. When
EGPC has recovered from the Crude O1l produced from

the Specified Area, a quantity of Crude O1l equal 1n value
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to three hundred (3009,) percent of the Development and
Exploitation Expenditures as defined in Article V (a)
(7) (ii) it has incurred on the Specified Area, ESSO shall
have the option, only in the event there has been a separate
Commercial Discovery within the Specified Area, to share
in further Development and Exploitation: of the Specified
Area upon paying EGPC one hundred (1809%,) percent
of Exploration Expenditures as defined n Article V (a)
(7) () and the Development and Exploitation Expendit-
ures as defined in Article V (a) (7) (i) incurred by EGPC
on the separate Commercial Discovery. Such one

hundred (1009} percent payment shall be recovercd by
ESSC from Cost Recovery Crude Oil in the normal
manner f{or the recovery of expenses. Immediately
following such pavment the Specified Area shall either (1)
revert to the status of an cordinary Development Lease
nder this Asreement and thereafter shall be operated
in accordance with the terms hereof’ or {u1) alternatively,
in the event that, at such ime V400 or its athbated
company 1s coaducting ail L2y elopmem operaticns in the
Speuﬁec, Area at its sole expense and EGPC elects to
continue orer: fmg the area shall remain set aside and
ESSO shall ounly be entitled to 1its pioductzon sharing
percentage of th2 Crude Oil as specified 10 Article V (b)

below.

T he sole sk Crude Oil shail be valucd 1a the manner
provided in paragraph (a) of Article V. In the event of
any terminaticn of this Agreement under the provisions of
paragraph (o) ahbove. this agraement shall, however,
contirve to sroly to EGPC’s cporation of any sole risk
ver:iure hercurder, although such Ag;aemem sha!l have
becn ferminoted m*rl respect ’ro ESS0 pursuznt to the
provisions ¢l suid peragvaps (b1 nbove.

if CGEC Joes not esiablic preduction tom the
'E . -

e Aveca wiirin mﬂ VeAT, | oo nolin 40 fole
sk Gpi:.!:aﬁmssj then BSSO will tuve the g ;': o later
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date, without prejudice to the relinquishment provisions of
paragraph (d) of this article, to declare a Commercial
Discovery and develop it under the terms of this

Agreement.

EGPC and ESSO shail relinquish portions of the Area, such
portions to be selected by ESSO so as to be reasonable in
aumber and shape, and after studying this matter together

with EGPC, equal to the following:

At the end of four (4) years from the Effective Dale, a
total of twenty-five (25%,) percent of the original Area.

__ At the end of seven (7) years from the Effective Date, an
additional twenty-five (259%,) percent of the original Area.

_ At the end of ten (10) years irom the Effective Date, the
halance of the original Area except for the areas covering
the field or fields in which a Discovery O1l Well or a
Commercial Discovery has been made.

Following Commercial Discovery, any such relinquish-
ment, except the relinquishment provided for above at the
and of the tenth (10th) year, shall be made in accordance
with the provisions of Article Vil (relating to the Joint

Company) respecting relinquishment.

Subject always to the obligation under paragraph (b)
of Article TV to make payment of any deficiency in exploration
expenditures ( as theremn described), ESSO may at any tume
voluntarily surrender the entire Area upon giving written

notice to this effect to EGPC.

£SSO shall carry the risk of all the cost and expenses required
in carrying out all the operations under this Agreement and
‘herefore have an economic interest in the development oi
e Petroleum deposits in the Area.  Such costs and expenses
<hall pot include whatsoever any inicrest on 1nvestment,
anancial fees or bank charges, and such costs and expenses
<hall be recoverabie as provided in Articie V. During the
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term of this Agreesment and its renewal the total productmn

achieved in the conduct 0* such operations shall ke divided
between EGPC und ESSO in accordance with the provisions

of Articie V.

() (1) ESS50 zhail be *m > for tncome iax n accordanze with
applicable Eagvniiin iaw. £5S80’s annual 1acome for
Egyptian fncome Tax purposes will equal ths total ol
the amounts received by ESSO from the sale or other
disposition of Cost Recovery Crude Oil (or, if applicable,
the amounts received by ES<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>