Y AR e Al JE.L‘" 2 4 ( Ls) J;‘:ﬂ Al “ b-.b|..:>=.!'t

i AT Akl o9 Al Ja I 53y as I

vl o Sl T sl B 5 2 Ja il LLAT A !

Qo o i gt s Kriti Oil and Gas S.A.

o W ol ol il b
. et gl
4 5682831 )
Dok o) A8y 0 sV 0 plalh ! doea )3
( Jo¥t eol bt )

aldl el Al o B B Al Sy T e 20 i) et
Kriti Oil and Gas S.A. «} + ) jlo &1 pyl 5§ S 2l Jy M
Jw_:f-U riy MJ-Jl :\f,_.ajb u_,aJ\r.: 4;-_1.«,.,- & Dzl g Jg ! e Sl
v g sl Ay sl g ais I

( AUt ealli) )

G N P PR i I Vi P L S PR IR P
o W len o gl AT

( AJUI pallil )

+ n_‘,.:ﬂ’.
(AL L gL Yy @ 10 e Jlat o (3 A saanll Lbj o

( 3k (> )




a4 A j_b_if(c{“)d;y‘ SVAL RO | > 2l A

el S -

rl}ui d.:ﬂl.}l
dRAaialy Ja pdt o Coald
%

oy AU pan ) gee

Jaalt datall 4 pall Loghs

KRITL OLL AND GAS S.A

5....:1_‘,".“ de....a-‘lg

dot gutll par &g’

rrrrr

33 W Lo e clli) 4 BB dam 5 py Jaull aldt 4 el i
o (&P b s Lede Ol 9) Jaxi e L Sl o \qoa ad Vv @,
il ad) B ATy A fo 5 2 oy b ol Sk KT ol o5 a5 2
v (@dsddly b oL ke Gla g} Ly 4, pee

s‘.:--L.U di-_,.a-‘,.“GJ_,J..J‘ \.Q..QLHCQJ[:.LIC_A‘}M‘UJJ“Q?L&

.:-._...” abua ab_,,:-_,l' 145'_5 iv| aLU JJJJ L.J é (‘ C JE J:t-l:r“:
Yl aul Ans LU’” il e LQJY,J u...:n:-“

Lol Lgde ,U_aii» st e gl Ul Codi 43 gl OT S

KEO | BT U PR PR T ORE ddia Ll =L.mf Gl 5 Mty el s

a.x_.g{ Lgua!ll (Y 5:-:111 5 e A J‘C.._f dLTxl; i T L,:.Jl‘ r.f "ﬂl_._m;U.
L+ 5 U R N P N TP R




Ve b g (B ) il e U

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC;OF EGYPT

AND
THE EGYPIIAN GENERAL PETROLEUM CORPORATION

AND
KRITI OIL, AND GAS S.A,

IN -
BURG ELL ARAB

WESTERN DESERT, A.R.E.

This Agreement made and entered on thiz - . . . « . . . day of + .

e e e e e e e e . 1989, by and bstween the ARAB REPUBLIC OF
EGYPT (hercinafter ceferred to variously as “A.R.E.””or as the “GOVERN-

MENT"”), the BGYPTIAN GENERAL PETROLEUM CORPORATION, a
legal entity created by Law No .167 of 1958 as amended (hereinafter referred to as
“BGPC"")and KRITI OIL AND GAS S.A., a Company organized ‘and existing
under the laws of The Republic of Panama (hereinafter referred to  as
“CONTRACTOR").

WITNESSETH

WHEBREAS, all minerals including petroleum, existing in mines and quarriea
in A.R.E.,inctuding the territorial waters, and in the sea bed subject to its jursdic~
tion and extending bayond the territorial waters, are the property of the Statey

and

WHEREAS, BEGPC has applied for an exciusive concession for the explora-
tton and 2xploitation of petroleum ia and throughout the area referred to in Artidc"
11, and d=scrithed in Annex ““A’’ and shown approximateily on Annex “B* w'hﬁﬂ |

are attached hereto and made part hereof (hercinafter referred to as the "Atea‘ﬂ'
and
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WHEREAS, Kriti Oil and Gas S.A., agrees to undertake its obligations
orovided hereinafter as CONTRACTOR with tespect to the exploration,

development and production of petroletm in said Area; and

WHEREAS, the Government desires hereby to grant such concession; anc

WHBREAS, the Minister of Petroleum and Mineral Resources pursuant te
the provisions of Law No -86 of 1956, may enter into a concession agreement with

EGPC, and with Kriti Oil and Gas S.A., as a_contractor in the Arca.

Now, Therefore, the parties hercto agree as follows

ARTICLE 1

DEFINITIONS

(a) "Bxploration™ shall include such geclt:;git:al, geophysical, aerial and other
SUCY2ys 1as'mﬁy be "cdnfainerd in the aﬁprnved Work Programs and Budge '*,
and the deiling of :SUC[I shot holes, core holes, stratigraphic tests, holes for the
discovery of Petgqlcm:r_l or the appraisal of Petroleum discoventes and ot et
related holes and wells, and the purchase or acquisition of such supplies,
materials servi{:;es aﬁd equipllneﬁt therefore, all as may be contained iﬁ-.t' e

approved Work Programs and Budgets. The verb “cxplore” means the ot

of conducting exploration,

(b) "Dﬁvelopmerit” shall include, but not be finited to, all the operations aFd

activities pursuant to approved Work Programs and Budgets undet:t?is_*

Agreement with respect to : [
:
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(1) The drilling, plugzing, decepening, side tracking, redrilling, completing and

equipping of dcvelopment wells, the changing of the status of a

well, and

() dasign. engin~ering, constraction. installation, s»rvicing and mninfenance

of eqiipu nt, Hnas, syatems; facilitics. plants and related aperattons to

produce and operate said d:¥:lhpmant walls. taking. saving, treating

haodline, storfag. traasporting aad d:liviring patrofzum, repressuring,
| |

racysling aud other secondary recovery projacts, and |
j

(3 transporiation, storage and any other work or activities necessary’)vor
v " - ]

ancillary to the activities-specified in (1) and (2). ,

(c)“Petroleum’’ means quﬁiq crude oil of various densities, asphalt, gas, casinf-

head gas and all other hydmcarban substances that may be” found in,‘ and

ptoduced, or otherwise obtained and saved from the Area “under this

Agreement, and all Jubstances that fnay be extracted therefrom.
| N

(d) "Liquid. Crude Oil” or “Crude Ol or “Oil" means any hydrocarbon
produce-d from th; Area which isin a liquid state at the wellhead or lease
scparators or which is extracted front the gas or casinghcad pos in a plapt.
Such liquid state shall' “exist 'at .sixty (60) ‘d:grecaﬁFahrenheit nd

atmospheric pressore of 14.65 PSIA. Su:h term includes distillate and

-

condensste. o

(e) "“Gas” is natural gas both associated and non-associated, and all of its const]
tuent clementy prodited from: any well ig the Arca (other than”liquified -
crude oil) and:afl noa-hylros rbda sudstances therein. Said tcrm shall |

include residual gas, that gas remaining after removal of LPG.
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(f) “LPG” means liquified petroleum gas, which is a- mixture of, principally,

butane and propane liquified by pressure and tempctature.

(g) A "Barrel” shafl consist of forty-two (42) Unitcd States gallons, liquid measure,

corrected to a temperature of sixty (60) degrees Fahrenheit at  atmospheric

pressure of 14.65 PSIA.

(A} (1} "Commercial Oil Well”’ means the first well cn any geologicel featur

which after testing for a pericd of not mwere then thirty (30) copsccutive
days where practical, but in apy event in accerdence with sovnd srd
accepted industry production practices, and venficd by EGFC, 15 fcund
to be capable of prcducing at the average rate of not less than (wo
thousand (2000) barrels of oil per day (BOPD), The date of discovery
of a “Commercia] Oil Well’’ is the dﬁte cn whichsuch walis tested aed

completed according to the above.

(2} “Commercial Gas Well”® mcans the first well cn ary geological fejurc

which after testipg for g pericd of pot mcre thrn thirly (30) consec utive
days where practical, butin apy event in acccrdence with scupd land
accepted industry production practices prd verificd ty EGIC, is fidund
to be capable of prcducing af the averege ratc ¢f nct jess then ten |(10)

miltion standard cubic feet of Gas per day (MMSCFD). The daif of

discovery of a “Commercial Gas Well” is the "date on which jﬁuch

well is tested and completed according to the above.
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(i) “A.R.E.” means ARAB REPUBLIC OF EGYPT.

(j) “Effective Date” means the date on which the text of this Agreemcnt is
signed by the GOVERNMENT, EGPC and CONTRACTOB, after the

relevant Law ts i1ssued.

(k) *“Year” or “Calendar Year' mecans a pericd of twelve (12) months according

to the Gregortan Calendar Commencing | January and cnding 31 Dece mber,

(1) “Financial Year’’ means the Governmcnt’s financial ycar acccrdirg tc th¢

laws and regulations of the A.R.E.

T
1

(m)“Tax Year’’ means the peried of twelve (12) months acccrding (0 the laws and

regulations of the A.R.E.

‘n) An “Affiliated Company’’ means a company :

(1) theshare capital, conferring a majority of votcs at stockholdcrs’ meelings

~ of such company, of which is owned directly or indirectly by a parly

» gt

bhereto ¢« or

(2) which is the owner directly or indirectly of share capital conferring a

majority of votes at stockholders’ meetings of a party hereto; or

(3) whose share capital conferring a majc rity of votes at  stcckheldors]

meetings of such company and the share capital conlerring a nijont)

l

of votes at stockholders’ meetings of a parly hereto are cwned dnccth

or indirectly by the same company.

(o) “Bxploration block’® shall mean an area, the corncr points of which havelo

" becoincident with 3° x 3’ latitude and longitude divisions, according to thg
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International Grid System where possible or with the existing boundares of

the Area covered by this Agroem:nt as set out in Annex “A’".

(p) “Development Block’’ shall mean an area, the corner points of which have

to be coinsident with 1’ X 1’ latitude and longitude divisions, according to
the [aternational G-id System where possible or’ with the existing

boundaries of the Area overed by this Agreement as set out in Annex A’

(7) "Development Lease (s)’” shall mzan the Dzavelopment Block or Block-

covering the geological structure capable of production, the corncf poinls,

of which have to be crincident with 1' x I’ latitude and longttude

divisions according to the International Grid System where possible or with

the existing boundaries of the Area zovered by this Agrcement as set out in

Apnnex ¢

(r) “Agreement” shall m>an this Concession Agreement and its Annexes.

(s) "Qas Sales Agreement’’ shall mean a written agreement detween- EGPC and
'CONTRACTOR assellers (hareinafter referred to as;“Sellers™) and EGPC as
 buyer hsreinaftet referred to as “Bayer”) which contains the terms and con-

ditions for Gis Sales from a Davelopment Lease.

(1) “Standard Cubic Foot” (SCF) is the am»unt of gas necessary to._ fill one(l)
cubic foot of space at atmospheric pressure of 14 65 psia andat a base
temperature of sixty degrees Fahrenheit (60'F).

ARTICLE 11
ANNEXES TO THE AGREEMENT

Apnex %A% isa description of the Area covercd and affected By this
Agreement,
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Annex “B’" is a provisional illustrative map cn the scalc of 1 : 250, Q00
indicating the Area covered and affcctcd by this Agsaenart ¢1d ot cd i
Annex “A’, “

Annczx«C”is the farm v Letter of Giacantyto be submitted by CONTRA-
CTOR one (1) d 1y y:fore the tim: of sigaiture by the Minister of Petroleum and
Miazral R2sources of this Azreem:nt, for the sum of Two million seven hundted
thousand US. Dillars (§ 2, 730, 3303) guiranteeing the execution of CONTHA-
CrITs v rimn :Olyration )oligitions hzrauﬁd:r for the frst three (3) )Tjear
exploration prriod. It 2a3e CINTRATTIR :xtends theinitial sxploration peﬁod
fdl; w20 il yrtods ol two (2) ysars :ach in accordance with Article 11 | (b)
of the Ayrzemont, a similarlztter of Gaaranty shall be issued and be submitted| by
CONTRACTOR onthediythe CONTRACTOR ex:reisesits option to extjild.j

ed
thousand US. Dollars (3 2, 4)2,03)) and the cesond suzh Letter of Guardnty
shall be for the sum 2 two million four hundred thousand U.S. Dollars($2400000)
less in  both instances any excess cﬁpend.itures ol the preccedin g exploriion
period permitted ] for carry forward in accordance with Artilce IV (b) third
paiagraph of this Agteement. _

The ficst suzh Latter of Guaraanty shall be for the sum of two million four hun

Bach of the thrée Letters of Guaranty shallremain effective for six (6 ) months
after the end of the exploration pcrmd for which ithas becn issued except as

it may be released prlorta that time in accordance with the terms thereof.

Annex"D lsthetorm >fa C~1 arter thhe O,J...ratlng Companyto be fonﬂed as
provided for in Article VI hercctf

Aunex «“B"’ is the Ar'countmg Procedurf:

Anncx “F’jsam p of the N tional GJS Pipcline Grid System cstablished by

LJthe GOYERNMENT. The point of delivery for Gas shall be as agreed upon by tht:
parties under a Gas Yales Agreement which point shall be the flange connﬁc{mg

the Icase pipelfne to the ~ Nationat ~Gas Pipellne Ghid [System dcpwtcd“ in mﬂ]

I
!

Anacx, of 44 otherwisé agreed, -
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Annex “A” «BV «C” « D" «R* and “F" to this Agreementarc hereby made
part hereof, and they shall be considered as having equal force and effect with the

provisions of this Agreement.

ARTICLE 111

GRANT OF RIGHTS AND TERNMIS

The GOVERNMENT hereby grants EGPC aud CONTRACTOR subject to
the terms, covenants and conditions sct out in this Agreement, which inscfar as
they are contrary to or inconsistent with any provisicns of Law No 66 ¢f 1933,
as amended, shall have the force of ‘Law, anexclusive concessicnin and to the

Area described in Annexes A’ apd “B”’,

(a) The GOVERNMENT shall own and be entitled, as hercinafter provided to a

royalty incash or in kind of ten (10) percent of the total quantity of Petrcleum
produced and saved from the Area during the Development period including
renewal. Said royalty gshall be borne and paid by EGPCand shall not be the
obligation of the CONTRACTOR. The payment of royaltics by EGPC
shall not be deemed to resultin income attributable to the CONTRACTOR.

(&) An initial exploration period of three (3) years shall start from the Effective E
Date. Two (2) succeissve extensions to the initial exploration period of two
(2) years each, shall be granted to CONTRACTOR at its option, upon not
fess than thirty (30) days prior written notice to EGPC and subject only to its
having fulfilled its obligations hereunder for the then current period. This
Agreement shall be terminated if neither a commercial Oil Discovesy ncr a
Commercial Gas Discovery isestablished by the end of the seventh (7th) year
oftheexplorationpericd. Howevcer, such period may beextended at CONTR-
ACTOR s option for up to six (6) months to enable the completion of drilling
andtesting ofany weil actually dnlling ortesting at theend of the seventh (7th)
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year exploration period. The elsction by EGPC to undertake a sole risk
venture under paragraph (c) immediately hereafter shali not extend the

Exploration Pcriod nor affect the termination of this Agreemcnt as tp

CONTRACTOR.

(¢} *Commercial Discovery'' :

(t) A Commeroial Discovery - whether of Oil or Gas - may consist of one
producing reservoir or a group of producing reservoirs which is worthy qf
being developed commercially. After discovery of a Commercial Oil of
Gas well, CONTRACTOR shall, unless otherwise agreed upon with
BEGPC , undertake as part ofits exploration program the appraisal ol‘thL:

discovery by driling one or more appraisal wells, to determine whether
such Discovery is wWorthy of being developed commercially, taking
into consrdsralion the recoverable tesgerves, production, pipeline and

terminal fagilittes required, estimated petroleum” prices, and]all other
releveant technical and economic factors.

(#i) The provisions laid down herein post'ulate the unily and -find@_vi%ibility of
the conhcepts of Commercial Discovery and Development Lease. They
shafl apply uniformly td Oil and Gas unless otherwise specified.

(1ii JCONTRACTOR shall give notice of a Commerciai Discovery to EGPC
immediately after the discovery is considered by CONTRACTOR to he
worthy of commertial development but in any event with respect to a
Commercial Oil Well nbt laterthan thirty(30) days following the comple-
tion of the second ““exploration” appraisal well, or twelve (12) ‘months

following the date of the discovery of the Commercial Dil Well whichever

is earlier, or with respect to a Commercial Gas Well not later than,twenty

four (24) months following the date of the discovery of the Commerdia
Qas well (anless EGPC agrees that such period may be extended); excepl
that th: CONTRACTOR shall have the righl to give such notice oi’
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Commercial Discovery withrespect to any reservoil or rescrvoirs even if

the well or wells thereon are not “Commercial” within the definition of
“Commercial Well”’ if, in its opinion, a rescrvoirora group of reservoirs

considered collectively, could be worthy of commercial development,

CONTRACTOR may also give a notice of Commercial Oil Discovery in

the cvent it wishes to undertake a Gas recycling project.

A notice of Commercial Gas Discovery shall contain all detailed particu-

lars ofthe discovery and especially the area of Gas reserves, the estimated

production potential and profile and field life.

Followingreceiptof a notice of a Comumercial Qilor;Gas, Discovery, EGPCY
and CONTRACTOR shall meet and review all appropriatedata witha

view to mutually agreeing upon the existense of a Commercial Disccvery. |

The date of a Commercial Discovery shall be the date[: EGPC and
CONTRACTOR jointly agree that a Commercial Discovery exists.

(iv) If Crude Oilis discovered butis not deemed by CONTRACTOR to be a
Commercial Oil Discovery under the above provisions of this paragraph
(c), BGPC shall one (1) month after the expiration of the period specified
above within which CONTRACTOR can give notice of Commercial

Oil Discovery, or thirteen (13) months after corapletion of a well not |

considered to be a “Commercial Qil Well’’ have the right, folowing sixty
(60 days notice in writingto CONTRACTOR, at its sole cost, risk and
expense, to develop, produce and dispose of all Crude Oil from the geolog-

ical feature on which the well has been drilled. Said notice shall staic the

specific area covering said geologicul featurc to be developed, the wellsto

be drilled, the production facilities to be installed and EGPC’r estimated cost
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thereof. Within thirty (30) days after receipt of said notice CONT-
RACTOR, may in writing, elect to develop such area as provided for in
thecase of Commercial Discovery hereunder. In suchevent all termsof

this Agreement shall Continue to apply to the specificd area,

[f CON’i‘RACTOR clects not to develop such arca, the specific area
sovering said geological feature shall be set aside for sole risk operations
by EGPC, such area to be mutually agreed upon by EGPC and CONTR-
ACTOR on tlie basis of good petroleum industry practices. EGPC
. shall be entitled to petform, or in the e vent Operating Company referred
to in Article. VI has comec - into eXistence, 1o have Operating
Company perform, such operations for the account of EGPC and
at EGP(C’s sole c:ost,l,risl; and :xpense. When EGPC hasrecovered from
;lhc Crude Oil produgad from such specific area a quantity of Crude Ot
equal iu value to three huandred (300) pereent of the costit has incurred
Lll cirrying out th., sole risk op: ratlans CONTRACTOR shall have the
option, only in tlle event there has-been a separate commercial Oil
‘Discovery, to share in further development and pre ducticn of that
specific ‘area upon paying EGPC one hund.ed (100) percent of such
Costs incurred by EGPC. --- | |

.. Such one hundred(10Q)percent payment shail not be recove red Uy CONTR- |
- ACTOR. {mm :diately following-such payment the specific area  shall
- gither (1) revert to the status of an >ediadry D :velopment Lease under
this Agreemznt and thereafter shall be operated in accordance with the
terms hereol; ar(?.)-aﬁamat?valy, in the event that at such time EGPC or

its Affiliated Company is conducting D:vclopment Operations in the area
at its sole expense and - BGPC =l=cts Lo continue operating, the arca shall
remain set.aside and CONT RACTOR shall only :be entitled to s .
pradrtion sharing percentage of the Crude Oil as specificd in Article VII 4
(b) below. Thesalerisk Coude Ol shall be valued in the manner pmmddd N
in Paragraph (c) of Article VL. Intheevent of any termination of this
Agreement under the provisions of Article LI (b) above, this Agrecment
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shall however, continueto applyto EGPC’s operation of any sole risk
vaniu-e 1redadcr, 1"ouzh suth Ay cem:nt shall have bzen ‘erminated
with respectto CONTRACTOR puarsuant to the provisions of Article
I[} (b) above. .,

fd) Conversion to a Davelopment Leasc -
() Following a Comm>reial Ol Dismvary or a Commercial Gas Discovery
the extent of the whole area ¢apable of production to be covered by a
Development Lease shall be mutually agreed upon by EGPC and
CONTRACTOR and bz subjecttothe approval of the Minister of
Petroleum and Mineral Resources. Such area shall be cyaverted auto-

matically into a Duvelopment lease without the issue of any additional

legal instrument or permission.

) Followingthe conversion of an area to a D:velopment Lease based on a
Comm ceial Gis D.szovery {or upon the discovery of Gas in a2 Dave-
iopment Lease graated followinga Commereial Oil Discovery) EGPC
shall mike efforisto find taz adequatelocal mark:ts zapable of absorbing
the prodaction of Gas aad shall advise CONTRACTOR of the potentiai
outlets for such Qas, and the sxnzcted annual schedule of demand. Ther-

eafter, EGPC and CONTRACTOR shall mzet with a view to assessing

whether the outlets forsuch Gis and othzar celevant factors warrant
the development and production of the Gas andin case of agreement
the Gas thus made available shall be disposed of to EGPC under a
long-ferm Sales Agzreem:nt in accordance with and subject to the

conditions set forth in Article VII below.
(itt) The developm :nt poriod of :ach D -v:lopment L=asc shall be as follows

(aa)In respectofa Comu reial Oil Discovery, twenty(20) y2ars Tromthe
date of such Comm:reial D.scovery plus the Optional Bxtension
Period (as d >fined b2low) providad that, in the event that, subsequent

totheconveriaionofa Comu reial 3l D scoveryinto 1 D velopment
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Lcase, Gas is discovered in the same Davelopment Lease and is uséd
oriscapable ofbeing used locallyor forexport hereunder, the periad

of the D:v:lopment Lease shall be extended only with respect fo

s1zh Gas, LPG »xtracted from such Gas and Crude Oilin the form
of Zrat:nsate nroduszed with such Gas for twenty (20) years from the
date of first d:liveries of Gas locally o1 for zXxport plus the Optiopal
Extension period (as defined below) provided that the doration of
such D:velopment Lease based on the Commarcial Oil Discoverty
may not be extended beyond thirty-five (35) years from the date q)f
e sonneecial Oil Discovery unless otherwise agread upon betweén
BGPC and CONTRACTOR and subject to the approval of thc

Mimister of Petroleum and Minergl Resources,

CONTRACTOR shall immediately notify EGPC of any G
Discovery but shall not be required to apply for a new Develc)pmeht

Lease 1o respect of such Gas.

(b flm respect of a Commercial Gas Discovey, twenty (20) years from
the date of first deliveries of Gas locally or for expoit plus the
Optional Extension Period (as defined below) prowvided that if
subsequent to the conwersion of a Commercial Gas Discovery intoa
Development Lease, Crade Qil is discovered in the same Devedopment
lease, CONTRACTORs share of sush Crude Oil formthe Deveio-
pment Lease (except LPG extracted from Gas or Crude Oil in the
formol Comiensate produced with (sas) and Gas assocjated with
such Crude Oil shall revert eatirely to EGPC upon the lapse of
twenty(20) years from the date of such Crude Ojl Discovery, plus
the Optional Exension Period (as defined below).

Notwithstanding anything to the contrary undr this Agreement,
the duration of a4 Development Lease based on a Commercial Gag
Discowery shall in no case exceed thirty-five (35) years from the jute

of such Commercial Disco very,
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CONTRACTOR shall immediately notify EGPC ofany O
Discovery butshall not be required to apply for a new Developmen:

Lease 1n respect of such Crude Qil.

The “Optional Extension Pericd’” shall mean a pericd cf five (§)

years which may be clected by CONTRACTOR upon six (6) monthis
written notice to EGPC prior to the expiry of the relevant twenty

(20) year period.

(e) Development operations shall upon the issuance of a Development Leass

granted following a Commercial Oil Discovery be startcd premptly by Opais-

ting Company and be conducted inaccordance with geed oil field practice s
and accepted petroleum engineering principles, until the field js
considered to be fully developed, it being understecd that if associated £as ig
not utihized, EGPC and CONTRACTOR shall negotiate in good faith on the
best way to avoid impairng the production in the interests of the partics. In
the event no Commercial Production of Oil in regular shipments is established
in any Development Block within three (3) ycars from the date of the Com-
mercial Ol Discovery, such Development Block shall immedizatdy to relingui-

shed. {However, such three (3) year period may be extcndid by an additionaj

pentod not exceeding one (1) year subject to the approval of the Minister uff
Pctroleum and Mineral Resources.  Each Development Bleck in a De w:lcpm-:

cnt Lease being partly within the radius of drainage ¢f any preducing well in|

such Development Lease shall be considered as participating in the Co mmerciz |

Production referrcd to aboye.
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uponthesignature of & GasSaks Agreementox commencementofa scheme to
drspose of the Gas, whe ther for expert as referred to iy Article VB below or
otherwise, be started promptly by Operating Company and be conducted in
accordance with good.Gas field practices and accepted petroleum engineering

principles and the provisions of such agreement or. scheme. In the event no

Commercial Production of GQas is established in accordance with such,

agreemert or schemre, the D:zvelopment Lease refating te sueh Gas shall be

reinquished, unfess otherwise agrecd upon by EGPC. '

({; CONERACTOR shall bear and pay all the costs

and expenses required in

carfying outall the aperations under this Agreement butsuch costs and

expenses shall. not include any interest en investment. CONTRACTOR shall

look onlyto the petroleum to which it is entitled under this Agreement

to recover such costs and expenses. Such ‘costs and expenses: shall be

tecoverable as provided in Article VII. During the term of this Agreement

and its renewal, the total production achieved in the condact of such

operations s;hall be divided between EGPC and CONTRACTOR ip

accordance with the provisions of Article VIL

(g) €1 CONTRACTOR shall be subject to Egyptian income tax laws and shali

c¢omply with the requirements of such laws with respect to the filtng of

returns, fhe assessment of fax , and keeping and sheowin g of books and

records.
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(2) CONTRACTOR’s annual income for Egyptian income tax purpgses

under this Agreement shall be an amount calculated as follows -

Thetotal ofthe sumsreceived by CONTRACTOR fromthe sale or other
disposition of all Petroleum acquired by CONTRACTOR pursuant| to

Article VII, paragraphs (a) and (b); Reduced by :

i . Thecosts sand expenses of CONTRACTOR;

ii- The value as d:termincd according to paragraph (¢) of Article VII,
of EGPC’s share of the Excess Cost Recovery Petroleum repaid) to

EGPC in cash or in kind, if any;

Plus ¢

An amount equal to CONTRACTOR’s Egyptian income taxes

grossed up in the manner shown in Annex E Article VI,

For purposes of above tax deductions in any Tax Year, paragraph (a) ¢f

Artilce VII shal apply only in respect of classification of ¢osts and expen-
ses and rates of amortization, without regard to the parcentage limitation
referred to in the first paragraph of Article VIT (a) (I). All costs a

expenses of CONTRACTOR in conducting the operations under this
Agreement which are not coatrolled by paragraph (a) of Article VII as

above qualifizd shall, be dzdactible in accordance with the provisions of

the Egyptian Income Tax Law.

(3) EGPC shall assume, pay and discharge, in the name and on behalf oii:f

CONTRACTOR, CONTRACTOR’s Egyptian income taxoutof EGPC’s
share of Petroleum produced and saved and not used in operations Uﬂde:}f
Article VII, All taxes paid by EGPC 1n the name and on behalf olif

CONTRACTOR shall be considered income to CONTRACTOR.
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(4) E GPC shall furnish to CONTRACTOR the proper official receipts
cvidencing the payment of CONTRACTOR’S Bgyptian income tax fot
sach Tax Year within ninety (90) days following the receipt by EGPC of
CONTRACTOR’s tax declaration for the preceeding tax vear. Such
receipty shall beissaed by the proper Tax Authosities and shall  state

the ameunt and otker particulars customary for such receipts.

-3} As used herein, Egyptian inccme tax shall be fredusive of all i1*:|t(n C
Tax payable in the A.R.E. (including tax on tax)such asthe taxon

tncome from movable capital and the tax on.profits from commer# and

industry and inclusive of taxes based on income or profits including all
dividend, withbolding with respect to shareholders and other taxes

imposed by the GOVERNMENT on the distribution of incomeY ot
profits by CONTRACTOR.

(6) In calculating its A.R.E. income taxes, EGPC shall he entitied to deduct 3

all royalties paid by EGPC to the GOVERNMENT and CONFRAC-
TOR’s Egypiitan imcome taxes paid by EGPC on CONTRACTOR's

behalf,

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

|
fu) CONTRACTOR shall commence Expleration Operaticos hercunder not l‘ater
than s1x (6) months after the Effcctive Date. Nct later than the end of the
fittccnth (15th) menth aftcr the Effective Date, CONTRACTOR shall start
Exrloration diilling in the Airea, with a commitmont of dsilieg cne €1) welil
during  the initial exploration period. EGPC shall make: available fo:
CONTRACTOR's use all seismic, wells and other exploration data in EGPC s

possession with respect to the Area.
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* {b) The initial exploration period shall be three (3) years. CONTRACTOR may
extend this exploration period for two (2) additional periods of two (2) years
each in accordance with Article IIT (b), each of which upon at least a thirty
(30) days prior written notice to EGPC subject to its expenditure of its

minimum exploration obligations and of its fulfillment of the drilling

obligation hereunder for the then current period.

CONTRACTOR shall spend a minimum of two million seven hundred

thousand U.S. Dollars (3 2, 700, 000) on exploration operations and activi-
.iesrelated thereto during the initialthree (3) year exploration peried; provided
that CONTRACTOR shall drill one (1) well. For each two (2) year period

that CONTRACTOR clects to extend beyond the initial exploration period
CONTRACTOR shall spend a minimum of two million four hundred
thousand U.S. Decllars (3 2, 400, 000). During each of such extensjors
CONTRACTOR shaldrill one (1) well.

Should CONTRACTOR spend more than the minimum amount required to
be expended or drill more wells than the minimum required to be drﬁled
during the initial three (3) year exploration period, or during any peticd
thereafter, the excess may be subtracted form the minimum amount of maney
required to be expendcd by CONTRACTOR or minimum number of wells

required to be drilled during any succeeding exploration period or peri¢ds,

as the casc may be .

Incase CONTRACTOR surrenders its Exploration rights under this Agreem-

ent as set forth above before or at the end of the third {3rd) year of the injtlal

Exploration pericd, having experdc d less than the total sum of two millloin

seven hundeed thousand U.S., Duollars (§ 2 700, 000) on Expleraticn cff 1n
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the event at the end of the three (3) years CONTRACTOR has cxpendgd less

than said sum in the Area, an amount equal to the difference betweenthd sakd
two million seven hundred thousand U.S. Dollars (& 2,700,000) and
ths am >unt actually spent on exploration activitics shall be paid by CONTR-

ACTOR to BGPS atth> tim: of surrend :ring or within three (3) months {rom

the end of the third (3-d) y:ar of the initial cxploration period, as thc case

may be. Any oxpeaditure defiziency by CONTRACTOR at the end of any

additional pzriod for the reasons above-nioted shall Similarly result in 2

paym:nt by CONTRACTOR to BGPC of such deficiency. Provided this
Agreem:nt is still in force as to CONTRACTOR, CONTRACTOR ]sh all

bs entitled to recover any such payments as exploration expenditure in the

manner provided for under Article VIIinthe even! of Commercial Prioduc-

t1on.

Without prejudice to Article I (b), in case no Commt>reial Qil Discovery Is
established or no notice of Commercial Gas Discovery is given by the efmd ol
the seventh (7th) year, or in case CONTRACIOR surrenders the Arca @uuder

this Argzement prior to such time, EGPC shall not bear any of afo@rcsaid

expenses spent by CONTRACTOR.

(c) Atleast four (4) months prior to the b2ginang of zach Fiancial Y.ar qr 1
such other times as may mutually be agreed to by EGPC and CONTRAqF OR,

CONTRACTOR shall prepare an exploration Work program and Bu;:dgr:t
for the Area s:tting forth the Bxploration operations which CONTRAQTOR

proposes to carry out during the ensuing Year. During each exploration

period, such  Work programs and Budgets taken togcther shudl ke ol lzast
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sufficient to satisfy CONTRACTOR’s minimum cxpenditurce cbligations for
.
the period it covers, taking into acccurt any crcdits for cxcess dnlimg oF

expenditures by CONTRACTOR in prior expleration poricds.

The Exploration Work Program and Budget shall be revicwed Ly a JjoIint
committee 1o be establishcd t.y EGPC and CONTRACTOR aftct the Eflective
Date of this Agreemeni. This commitice, hcreinafter rcfenned to ay the
«Exploration Adyiscry Ccmmittce’ shall consist of six (6) o n tas. three
(3) of whom shail be appointed by EGPC and threc (3) by CONTRACTOR.
The Chairman of the Exploration Advisory Committec shall bc designated
by EGPC from among the members appointcd by it. The Explcratien
Advisory Committee shall review and give such advice as 1t deems

appropriate with respect to the proposcd Work Program and Budgct.

F ollowing review by the Eﬁploration Advisory Committec, CONTRACTOR
shallmake such tevisions as CONTRACTOR deems appropriatc and

submit the Exploration Work Program and Budget to EGPC fan 1ts

approval. Following such approval, it is further agreed that @ .

(1) CONTRACTOR shall not substantially revisc or mcdify said Wwork

Program and Budget nor reduce the approved budgetcd experditurcs

without the approval of EGPC;

(2) In the event of emergencies involving danger of loss of lives or propfprties,
CONTRACTOR may expend such additional unbudgeted amoﬁnts as
may be required to alleviate such danger. Such expenditure sh}bll be
considered in all respects as exploration expenditurcs and shall be

recovered pursuant to the provisions of Article V1 hereof.
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