YoV Goitd 1 YO (gl ) 9l
Adall 55 2ty g ot ng) 2 Al
il Balall Ayl gl o bladt g
Joadl Loy BLaSwY & el dab 487 20,
Ol gl 3% g Alaia b Pl ol o8 Conl
op g d A el el

g—hﬂlp—ug
Gl )9l g 3
SCREUP I PRPEPR B I 1] I 1 O PO

(931 Bald 1)
Js ) dcaladl &yl | Kol o a3l 3 Band 55 2805 g 21 ) S N |
ity Iyl e Eomald Iy ml iy GLESEY &yl b iS00y
iU ALYl oS Gidy allsy i il Ll ol il 5t oyt it 5
g Kt ik 21,
( Clotl bk | Bl )
O B[ P -0 N U SO 0N [ S U [P A RN FTUPS U R
.Lp_uuuepdirxs,iw;umw s s
(At Bakud ! )
Y-t g i (1 O [ROPIY DY PR OO | X VY N D 1L TNt
Nl sh oo 055 ST Rty sl 5y 5 W1 i o
AL R bdadl] g3 VY 3 5 et | 5l ja
SN PAL - VR R IR



YoV Zwind s VY 3 () L5 YA sl - B Jl5a 4 A

pfj‘.’i_l! Gl bl
a9 9 il (i el
(e
St Jod [ Jrmiid) €l ) Qi
y
J9 ikl G| Sl paad, | it |
y
J 9 Jiutd | Gl WA VI  puaad | s 3 S guf
‘_.;il
i 1 3 s g il
S Junid | 5. et
#& +ﬁ +é

e ey s Vo= de e sl S ASEN s o) o
("La S 51, g o et Lde Gllay) A el e ) e — Y 2 Y]
5tz ddandl 55,8005 g xd! 5/ et Lehtays
AW dde = el sl g5l Y 2 Sl
S ot il B 8 deaind by ¢ Jy ) Lolad] Ll i gl - ¥
("R gdl” o s ede 3l s) Jodas e ade Joal Lo VA0A L] VAVS,
dhaay Ll sdd! S J1 /aeldt Lhia
3 A - Sttt galadl - ml )l I VY g la s s ALl
(Jof 3 1)



& YN T L WY () S YA il da I 50y 3

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

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND

EGYPTIAN NATIONAL PETROLEUM FOR
EXPLORATION AND DEVELOPMENT COMPANY

N
SOUTH EAST ABU SENNAN AREA
WESTERN DESERT
A RE.

This Agreement made and entered on this day of , 20---, by and

between:

First: 1- the ARAB REPUBLIC OF EGYPT (hecremafter referred to
vartously as "ARE." or as the "GOVERNMENT"),
represented by the Minister of Petroleum and Mineral
Resources, in his capacity; and
Legal Headquarters: 1A Ahmed Al Zomor St., Nasr City,
Cairo.

2- the EGYPTIAN GENERAL PETROLEUM CORPORATION,
a legal entity created by Law No. 167 of 1958 as amended
(heremnafter referred to as "EGPC") represented by the Chief
Executive Officer, i his capacity.

Legal Headquarters: 270 St., Part 4, New Maadi, Cairo.
(Iirst Party)
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Second: EGYPTIAN NATIONAL PETROLEUM FOR EXPLORATION
AND DEVELOPMENT COMPANY, a Joint Stock company
No. 72-2017 orgamized and existing under the laws ol
investment - ALR.E. represented by the President of the
Company or a concerned delegate supported with a power of
attormney. (heremnalter relerred to  as "ENPEDCO" or as
"CONTRACTOR™").
Legal Headquarters: El Safwa Towers, 2 Ll Mithag St.-
Zahraa Nasr City - Carro.
(Second Party)
PREAMBLE
WHERIEAS, atll minerals including Petrolcum, existing 1in mincs and
quarries m A.R.E., mcluding the territorial waters, and i the seabed
subject to 1ts jurisdiction and extending beyond the territorial waters, are
the property of the State; and
WHEREAS, EGPC has applied for an exclusive concession for the
Exploration and Explottation ol Petroleum in and throughout the Area
referred to in Article 11, and described in Annex "A" and shown
approximately on  Annex "B, which are attached hereto and made part
hereot (heremnafter referred to as the "Arca™); and
WHERLEAS, EGYPTIAN NATIONAL PETROLEUM for EXPLORATION
AND DEVELOPMENT COMPANY "ENPEDCO" agrees to undertake
its oblhigations provided herematfter as a CONTRACTOR with respect
to the Exploration, Development and Production of Petroleum in SOUTIH
EAST ABU SENNAN AREA, WESTERN DESERT; and

WHEREAS, EGPC's Executive Board of Directors has approved
thercupon on the 237 of April 2018 ; and

WHEREAS, EGPC's Board of Directors has approved thereupon on
the 9th of May 2018 ; and

WHEREAS, the GOVERNMENT desires herchy to grant such
Concession under this Agreement; and
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WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with EGPC,
and with EGYPTIAN NATIONAL PETROLEUM FOR EXPLORATION

AND DEVELOPMENT COMPANY "ENPEDCQO" asa CONTRACTOR
in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:

The previous preamble to this Agreement are hercby made part hereof,
complemented and integraied to 1ts provisions,

ARTICLE |
DEFINITIONS

(a)} "Exploration” shall include such geological, geophysical, aecrial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the drilling of such shot holes, core holes,
stratigraphic  tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discoveries and other related holes and wells,
and the purchasc or acquisition of such supplies, materials, services
and equipment therefore, all as may be contamed in the approved
Work Programs and Budgets. The verb "explore” means the act of
conducting Exploration.

(b) "Development" shall include, but not be limited to, all the operations
and activitics pursuant to approved Work Programs and Budgcts
under this Agreement with respect 1o:

(1) the drilling, plugging, deepening, side tracking, re-drilling,
completing, cquipping of devclopment wells and the changing
of the status of a well, and

(11) design, engineering, construction, mstallation, servicing and
maintcnance of cquipment, lines, systems facilitics, plants and
related operations to produce and operate said development
wells, taking, saving, treating, handling, stormg, transporting
and delivering Petroleum, re-pressuring, recycling and other
sccondary rccovery projects, and

{(111) transportation, storage and any other work or activities necessary
or ancillary to the activities specified 1n (1) and (11).
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"Petroleum” means Liquid Crude Oil of various densitics, asphalt,
(1as, casing head gas and all other hydrocarbon substances that may
be found 1n, and produced, or otherwise obtained and saved from the
Area under this Agreement, and all substances that may be extracted
there from.

"Liquid Crude O1l" or "Crude Oil" or "Oil" means any hydrocarbon
produccd from the Arca which is in a liquid state at the wellhead or
lease separators or which 1s extracted from the Gas or casing head
gas in a plant. Such liquid state shall exist at sixty degrees Fahrenheit
(60°F) and atmospheric pressure of 14.65 PSIA. Such term includes
distillate and condensate.

"(yas" means natural Gas both assoclated and non-associated, and all
ot its constituent elements produced from any well in the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therem.
Said term shall include residual gas, that Gas remaining after
removal of LPG.

"LPG" means Liquefied Petroleum Gas, which i1s a mixture
principally of butane and propane liquefied by pressure and
temperature.

(g) A "Barrel” shall consist of forty-two (42) Umited States gallons, liquid

measure, corrected to a temperature of sixty degrees IFahrenhert
(60°F) at atmospheric pressure of 14.65 PSIA.

(h) "Commercial Discovery” has the meaning as set forth in Article I (c).

(1)

(1) "Commercial O1l Well" means the first well on any geological
teature which after testing for a period of not more than thirty (30)
consecutive days where practical, but in any event 1n accordance
with sound and accepted Petroleum industry production
practices, and verified by EGPC, 1s found to be capable of
producing at the average rate of not less than two thousand
(2000) Barrels of O1l per day (BOPD). The date of discovery of
a "Commercial Ol Well" 1s the date on which such well 1s tested
and completed according to the above.
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(2} "Commercial Gas Well” means the first well on any geological
featurc which after testing for a period of not more than thirty (30)
consecutive days where practical, but in any event 1n accordance
with sound and accepted Petroleum industry production
practices and verified by EGPC, i1s found to be capable of
producing at the average rate of not less than fifteen miilion
(15,000,000) standard cubic feet of Gas per day (MMSCLED).
The dale ol discovery of a "Commercial Gas Well" 15 the date
on which such well 1s tested and completed according to the above.

() "A.R.E." means ARAB REPUBLIC OF EGYPT.

(k) "Effective Date" means the date on which the text of this Agreement
18 signed by the GOVERNMENT, EGPC and CONTRACTOR, after
the relevant Law 1s 1ssued.

(1) (1) "Ycar" mcans a period of twelve (12) months according to the
Gregorian Calendar,
(2) "Calendar Ycar" means a period of twelve (12) months according
to the Gregorian Calendar being 15 January to 315 December.
(m) (1) "Fmancial Year" means the GOVERNMENT's financial year
according to the laws and regulations of the A.R.E.. |

(2) "Tax Year" means the period of twelve (12) months according to
the laws and regulations of the A.R.E. .

(n) "CONTRACTOR" could be one company or more (each company to
be individually referred to as a "Contractor Member"). Unless
modified m accordance with Article XXI heremn, CONTRACTOR
under this Agreement shall mean EGYPTIAN NATIONAL
PETROLEUM FOR EXPLORATION AND DEVELOPMENT
COMPANY "ENPEDCQO".

(0) An "Affihated Company” means a company:

(1) of which the share capital, conferring a majority of votes at
stockholders' meetings of such company, 1s owned directly or
indirectly by a party hereto; or

(11) which 1s the owner directly or indirectly of share capital conferring
a majority of votes at stockholders’ meetings of a party hereto; or
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(11} of which the share capital conferring a majority of votes at
stockholder's meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings ol a
party herecto are owned directly or indirectly by the same
company,

For the avoidance of doubt, if CONTRACTOR 1s comprised of more

than one company, Affiliated Company shall mean an Affhated

Company of a CONTRACTOR Mcmber.

(p) "Exploration Block” shall mean an area, the corner points of which

(q)

(r)

(s)
(t)

(u)

have to be comcident with three (3) minutes by three (3) minutes
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex "A".

"Development Block” shall mean an area, the comner points of which
have to be comncident with one (1) minute by on¢ (1) minutc latitude
and longitude divisions, according to the International Gnd System
where possible or with the existing boundaries of the Area covered
by this Concession Agreement as set out in Annex "A",

'‘Development Lease(s)” shall mean the Development Block or Blocks
covering the geological structure capable of production, the corner
points of which have to be coincident with one (1) minute by onc (1)
minute latitude and longitude divisions according to the International
GOrid System where possible or with the cxisting boundarics of the
Area covered by this Concession Agreement as set out in Annex "A",
'Agreement” shall mean this Concession Agreement and 1ts Annexes.

"(Gas Sales Agreement” shall mean a written agreement between EGPC
and CONTRACTOR (as sellers) and EGPC or The Egyptian Natural
Gas Holding Company "EGAS" or a mutually agreed third party (as
buyer), which contamns the terms and conditions for (as sales from a
Development Leasc entered into pursuant to Article VII (¢).

"Standard Cubic Foot" (SCF) is the amount of Gas necessary to fill

one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA at a
base temperature of sixty degrees lFahrenheit (60°F).
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(v} "EGAS" means the Egyptian Natural Gas Holdmg Company a legal
entity created by the Prime Mimster Decree No. 1009 of 2001 as
amended and according to law No. 203 of 1991 as amended.

(w) "Development Plan" means a plan which on high level basts and
covermg one (1) year or more , setls out the strategic framework [or
the efficient explottation of the reserves m the Area and describes the
selected development concept required to deliver lhife of field
production profiles used to support the requarements of domestic and
external markets of O1l , Gas and condensate . The Development Plan
outlines the activities to be conducted during the phases of
Development and Exploration within Development Lease Blocks.

(x) "Development Work Program"” means those planed physical
multi-disciplinary activities (including but not hmited to dnlling,
engineering, projects, subsurface) required to be undertaken within a
Financial Year to deliver the Production upon the agreed date.

(v) "BTU" British Thermal Unit means the amount of energy required to
raise the temperature of one (1) pound of pure water by one (1°F)
degree Fahrenheit from sixty degrees Fahrenheit (60°F) to sixty one
degrees Fahrenheit (61 ) at a constant pressure of 14.65 PSTA.

(z) 1. "Commercial Production” means Petroleum produced and saved
for regular shipment of Crude O1l or regular Gas deliveries,

2. "Commercial Production Commencement Date" means the date
on which the first regular shipments of Crude (hl or first regular
deliveries of Gas are made.

ARTICLE |
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the Area covered and affected by this
Agreement, hereinafter referred to as the "Area”.

Annex "B" is a provisional illustrative map on the scale of approximately
1: 200.000 indicating the Area covered and affected by this
Agreement and described in Annex "A".
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Annex " C-1" is the form of a Letter of Guaranty to be submitted by
CONTRACTOR to EGPC at lcast onc (1) day before the
time of signature by the Minister of Petroleum of this
Agreement, for the sum of one million U.S. Dollars
($1,000,000), guaranteeing the execution of CONTRACTOR s
minimum Exploration obligations hereunder for the initial
five (5) years Exploration period. In case CONTRACTOR
extends the inittal Exploration Period for one (1) additional
successive period of three (3) years, in accordance with
Article 111 (b) of this Agreement, similar Letter of Guaranty
shall be 1ssued and be submitted by CONTRACTOR on the
day the CONTRACTOR exercises ils option to extend. The
Letter of Guaranty shall be for the sum of one million U.S.
Dollars (1,000,000) less in this mstance any excess
cxpenditures of the preceding Exploration period permitted
for carry forward in accordancc with Article IV (b) third
paragraph of this Agreement. In case of any Shortfall (the
difference between the amount of CONTRACTOR's
financial obligation of any Exploration period minus the
total amount approved by EGPC for the same concerned
obligation period), plus any carry forward approved by
EGPC from the previous period, if any , EGPC shall notify
CONTRACTOR m writing by the value of such shortfall.
Within fiftecen (15) days from the date of this notification,
CONTRACTOR shall transfer the amount of the shortfall to
EGPC's account and 1f CONTRACTOR did not transter this
shortfall within the mentioned fifteen (13) days, EGPC has
the right to liquidate the concerned letter of Guaranty up to
the amount of the shortfall. Each of the two (2) Letters of
Guaranty shall remain etfective for six (6) months after the
end of the Exploration period for which 1t has been 1ssued
except as 1t may be released prior to that time m accordance
with the terms thereof.

The two (2) letiers of Guaranty mentioned above shall be
reduced quarterly by Exploration Expenditures mcurred and
paid by CONTRACTOR on operations and approved by
EGPC for the concerned Exploration period.
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The CONTRACTOR has the right to submit a Production
letter of Guaranty in the form specified im Annex {(C-2) or a
letter entitles EGPC to solidify from the CONTRACTORS
dues an amount equal to the fmancial commitment of the
then current phase,

Annex " D" i1s the form of a Charter of the Operating Company to be
tormed as provided for in Article VI hereol.

Annex "E" 1s the Accounting Procedure.

Annex "F" 1s a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT.

The point of delivery for Gas shall be agreed upon by EGPC and
CONTRACTOR under a Gas Sales Agreement, which point of delivery
shall be located at the flange connecting the Development Lease Pipeline
to the nearest pomt on the National Gas Pipeline Grid System as depicted
in Annex "F" or as otherwise agreed by EGPC and CONTRACTOR.
Annexes "A", "B", "C-1", "C-2", "D""E" and "F" to this Agreement are
hereby made part hereof, and they shall be considered as having equal
force and ellect with the provisions ol this Agreement.
ARTICLE 1]
GRANT OF RIGHTSAND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants and conditions set out i this Agreement, which

insofar as they are contrary to or inconsistent with any provisions of Law
No. 66 of 1953, as amended, shall have the force of Law, an exclusive
concession in and to the Arca described in Annexes "A" and "B".

(a) The GOVERNMENT shall own and be entitled, as herematfter
provided, to a royalty in cash or m kind of ten percent (10%) of the
total quantity of Pctrolcum producced and saved from the Arca during
the Development period including renewal. Said royalty shall be
borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of rovalties by EGPC shall not be
deemed to result in iIncome attributable to the CONTRACTOR.
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(b) An mnitial Exploration period of five (5) years shall start from the

Effective Date. One (1) successive extension to the mtial
Exploration period, of three (3) yvears respectively, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30) days
prior written notice to EGPC, such notice to be given not later than
the end of the mtial Exploration period, in case it 1s extended
pursuant to the provisions of Article V (a), and subject only to its
having fulfilied 1ts obligations hereunder for that period. This
Agreement shall be termimated it neither a Commercial Oil
Discovery nor a Commercial Gas Discovery is established by the end
of the eighth (8") year of the Exploration period, in case it is
extended pursuant to Article V (a).The election by EGPC to
undertake a soie risk venture under paragraph (c) shall not extend the
Exploranon period nor aftect the termination of this Agreement as to

CONTRACTOR.
Commercial Discovery:

(1) A Commercial Discovery - whether of Oil or Gas - may consist
of one producing reservoir or a group ol producing reservoirs
which 1s worthy of being developed commercially. After
discovery ol a Commercial O1l or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of 1its Exploration program the appraisal of the discovery by
drilling onc or more appraisal wells, to determme whether such
discovery 1s worthy of being developed commercially, taking
into consideration the recoverable reserves, production, pipelineg
and terminal facilities required, estimated Petroleum prices, and

all other relevant technical and economic factors.

(1) The provisions laid down hercin postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Ol and Gas

unless otherwise specified.
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(1} CONTRACTOR shall give notice of a Commercial Discovery
to EGPC immediately afier the discovery 1s  considered by
CONTRACTOR to bc worthy of commercial dcvelopment but
1in any event with respect to a Commercial O1]l Well not later
than thirty (30) days following the completion of the second
appraisal well or twelve (12) months following the date of the
discovery of the Commercial Oil Well, whichever 1s earlier or
with respect to a Commercial Gas Well not later than twenty
four (24) months following the date of the discovery of the
Commercial Gas Well (unless EGPC  agrees that such period
may be extended) except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery with
respect 10 any reservoir or reservoirs even il the well or wells
thercon arc not "Commercial” within the definition of
"Commercial Well" 1f, in 1fs opinion, a reservoir or a group of
reservoirs, considered collectively, could be  worthy of
commercial development.

It 1s understood that, any Crude Oii produced from an
under-testing well m the Area before 1t 1s converled {o a
Development  Leasce, cither considered Commercial  or
non-Commercial Well, and not used in Petroleum operations, 1s
100% owned by EGPC and not subject to Article VII.
CONTRACTOR may also give a notice of a Commercial Oil
Discovery 1 the event 1t wishes lo undertake a Gas Recycling
Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of (Gas reserves,
the estimated production potential and profile and tield life.
Within sixty (60) days following receipt of a notice of a
Commercial O1l or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial
Discovery. The date of Commercial IDiscovery shall be the date
EGPC and CONTRACTOR jointly agree in writing that a
Commercial Discovery exists.
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(tv) If Crude O1l or Gas 1s discovered but 1s not deecmed by
CONTRACTOR to be a Commercial O1l / (Gas Discovery under
the above provisions of this paragraph (c¢), or one (1) month
after the expiration of the period specified above within which
CONTRACTOR can give notice ol a Commercial Oil/ Gas
Discovery, or thirteen (13) months after the completion of a
well not considered by CONTRACTOR to be a "Commercial
O1l Well" or atter the expiration of twenty five (25) months after
the completion of a well not considered by CONTRACTOR to
be a "Commercial Gas Well", EGPC shall have the right, following
sixty (60) days notice in writing to CONTRACTOR, at 1ts sole
cost, risk and expense, to develop, produce and dispose of all
Crude Onl or Gas from the geclogical feature on which the well
has been drilled. Said notice shall state the specific arca covering
said geologtcal leature Lo be developed, the wells to be drilied,
the production facilities to be installed and EGPC's estimated
cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writimg, elect to develop such area as
provided for in the case of Commercial Discovery hereunder. In
such cvent all terms of this Agreement shall continue to apply to
the specified area.

It CONTRACTOR clects not to develop such area, the specific
arca covering said geological feature shall be sel aside lor
sole risk operations by EGPC, such areca to be mutually agreed
upon by EGPC and CONTRACTOR on the basis of good
Petroleum mdustry practice. EGPC shall be entitled to perform
or in the event Operating Company has come into ¢xistence, to have
Operaling Company perlorm such operations lor the account of

EGPC and at EGPC's sole cost, risk and expense or by any other
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means deemed to be appropriate by EGPC for developing such
discovery. When EGPC has recovered [rom the Crude Oil / Gas
produced from such specific area a quantity of Crude Oil/Gas
equal 1 value to three hundred percent (300 %) of the cost 1t has
meurred 1 carrying  out  the sole  misk  operations.
CONTRACTOR can have the option, only in the event of
EGPC's approval or in case there has been a separale
Commercial Oil / Gas Discovery, elsewhere within the Area, to
sharc 1n further development and production of that specific
area upon paying EGPC one hundred percent (100%) of such
costs 1ncurred by LGPC.

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such

.

payment the specific area shall either (1) revert to the status of

an ordinary Development Lease under this Agreement and

thercafter shall be opcerated in accordance with the terms hercof;
or (11) alternatively, in the event that at such time EGPC or 1ts
Allihated Company 15 conducting Development operations n
the area at its sole expense and BEGPC elects to continue
operating, the area shall remamn set aside and CONTRACTOR
shall only be entitled to 1ts production sharing percentages of the
Crude O1il / Gas as specificd in Article VI (b). The solc¢ risk
Crude il/Gas shall be valued m the manner provided in Article
V1l {c). In the event of any termination of this Agreement under

the provisions of Articie IT {b), this Agreement shall, however,

continue to apply to EGPC's operations of any sole risk venture
hereunder, although such Agreement shall have been terminated
with respect 1o CONTRACTOR pursuant to the provistons of
Article 111 (b).
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(d) Conversion to a Development Lease;

(1)

(11)

Following a Commercial O1l Discovery or a Commercial (ias
Discovery and after submitting a Development Plan, the extent
of the whole area capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGPC
and CONTRACTOR and be subject to the approval of the
Mmister of Petroleum.  Such area shall be converted automatically
into a Development Lease without the issue of any additional
legal instrument or permisston. In case CONTRACTOR did not
fulfill 1ts commitment to submit the Oil / Gas Dcovelopment
Lease documentations to BEGPC, in order to issue the
Development Lease related to that discovery, within one (1) year
from the date EGPC and CONTRACTOR agree in writing that a
Commercial  IDiscovery exists, CONTRACTOR shall  be
considered assignor without charge for the area dedicated lor
1issuing such Development Lease. EGPC shall have the right to

develop, produce and dispose all the Petroleum produced from
such assigned arca in the manner 1t deems appropriate without
any further legal procedurces , the CONTRACTOR shall have no
right related to the production and has no right to have recourse
against EGPC for compensation or expenditures or costs.

Following the conversion ol an area to a Development Lease
based on a Commercial Gas Discovery (or upon the discovery of
(jas m a Development Lease granted following a Commercial
O1l Discovery), EGPC and CONTRACTOR shall cndeavor with
diligence to find adequate markets capable of absorbing the
production of Gas and with respect to the local markets, EGPC
shall advise CONTRACTOR of the potential outlets for such Gas
and the expected annual schedule of demand. Thereafter, EGPC
and CONTRACTOR shall meet with a view (o assessing whether
the outlets for such Gas and other relevant lactors warrant the
Dcvelopment and production of the (Gas and 1n case of agreement,
the Gas thus madce available shall be disposed of to EGPC or
LEGAS under a long-term (Gas Sales Agreement in accordance
with and subject to the conditions set forth in Article VI
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(111} The Development period of cach Development Lease shall be as
follows:

(aa) In respect ol a Commercial Oil Discovery, twenty (20)
years {rom the date of the Mmister's of Petroleum approval
of the Development Lease plus the Extension Period (as
defined below) provided that, in the event that, subsequent
to the conversion of a Commercial Ol Discovery mio a

Development Lease, Gas 1s discovered 1n the same

Development Lease and 1s used or 15 capable of being used

locally or lor  export hereunder, the period ol the

Development Lease shall be extended only with respect to
such Gas, LPG extracted [rom such Gas ., and Crude il
the form of condensate produced with such Gas for twenty
(20) years {rom the date of the {irst deliveries of (ias locally
or for export pilus the Extension Period (as defined below)
provided that the duration of such Development Lease
based on a Commercial O1l Discovery may not be extended
bevond thirty (30) vears from the date ol the Mimnister's of

Petroleum approval of the O1l Development Lease.

CONTRACTOR shall immediately notify EGPC of any Gas
Discovery but shall not be required to apply for a new
Development Lease 1n respect ol such (as.

(bb) In respect of a Commercial Gas Discovery, twenty (20)
years from the date of the Muuster's of Petroleum approval
of the Development Lease plus the Extension Period (as
defined below) provided that, 1f subsequent to the conversion
of a Commercial Gas Discovery mto a Development Lease,
Crude O1l 1s discovered in the same Development Lease,
CONTRACTOR's share of such Crude Oil from the
Development Lease (except LPG extracted from (Gas or Crude
O1l 1n the form of condensate produced with Gas) and Gas
associated with such Crude O1l shall revert entirely to EGPC
upon the lapse of twenty (20) years from the discovery date
of such Crude Ol plus the Extension Penod (as defined below).
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Notwithstanding, anything to the contrary under this Agreement, the
duration of Dcvelopment Lease based on a Commercial (as
Discovery shall i no case exceed thirty (30} years from the date of
the Minister's of Petroleum approval of the Gas Development Lease.

CONTRACTOR shall mmmediately notily EGPC of any O1l

[iscovery but shall not be required to apply for a new Development
Lease m respect ol such Crude O1l.

The "Extension Period” shall mcan a period of five (3) vears which
may be elecled by CONTRACTOR upon six (6) months wriiten
request sent by CONTRACTOR to EGPC prior to the expiry of the
relevant twenty (20) year period supplemented by a Development
Plan including technical studies, evaluation of production, expected
levels of production during Extenston period, CONTRACTOR's
obhigations and relevant economic consideration. This Extension
period 1s subject to the approval of EGPC and the Minuster of Petroleum.

Development operations shall upon the issuance of a Development
Lecase granted following a Commercial Oil  Discovery, be started
promptly by Operating Company and be conducted 1n accordance
with good oil field practices and accepted petroleum engineering
principles, until the ficld 1s considercd to be fully developed. It bemg
understood that it associated (Gas 1s not utilized, EGPC and
CONTRACTOR shall negotiate m good faith on the best way to
avold impairing the production in the interests of the parties. In casc
CONTRACTOR , through the Operating Company ,did not  {ullill
his obligations regarding the execution of the Development Plan and
did not start producing Crude O1l ,m commercial regular shipments ,
withm four (4) vears from the Development Lease approval date,
CONTRACTOR shall be considered assignor without charge for the
Development Lease and for all 1ts rights, priviteges related to such
area , EGPC shall have the right to develop, produce, and dispose all
Crude Onl produced from such assigned area by any means deems to
be appropriate without any further legal procedures, and
CONTRACTOR shall have no right related to the production and
shall have no nght to have recourse agamst EGPC for any
compensation, expenditures or costs,
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In the event no Commercial deliveries of Gas in accordance with the
mentioned Gas Sales Agreement/scheme within four (4) years from
the approval date of the Development Lease, CONTRACTOR shall
be considered assignor without charge for the Development Lease
and for all its rights, privileges, related to such area , EGPC shall
have the right to develop, produce, and dispose all Gas produced
from such assigned area by any means deems to be appropriate
without any further legal procedures, and CONTRACTOR shall have
no right related to the production and shall have no right to have
recourse against EGPC for any compensation, expenditurcs or costs.

In the event no Commercial Production of Oil in regular shipments
or (Gas deliveries from any Development Block 1n the Development

=

Lease within four (4) vears from the date of commencement of

.

Commercial Production tor Ol or from the date of first deliveries of

Gas locally or for export mn such Development Lease, such
Development Block shall immediately be relinquished, unless there
1s a Commercial Ol Discovery on the Development Lease based on
Gas or a Commercial Gas Discovery on the Development Lease based
on Oil. Each Block m a Development Lease being partly within the
radius of drammage ol any producing well shall be considered as
participating in the Commercial Production referred to above.

Every tour (4) years EGPC shall review the Development Blocks of
O1l Development Leases from the date of commencement of
Commercial Production and/or Gas from the date ol the [irst regular
Gas deliveries locally or for export, for immediate relinquish for any
non-producimg block or any block that does nol participate 1n
production (unless otherwise agreed by EGPC).

In case the production has stopped from any well, and the
reproduction hasn't started within a period of maximum one (1) year
from the date of such stop, a revision for the Development Lease
blocks will take place in order to relinquish the Development Blocks
not producing or not contributing to production from such well
(unless EGPC agrees to extend such pertod).



YA G id e VY S5 () LS YA sddl = L I 5 3

oatld |y 3 5 i) B 3 e sl T 5L e e i e
5L Lol i)l Obdes 5 a3 F Luludl 53UL adl jlis 4o LS
SHI"LPG" Il dyadl 5l of colassn JSa 5 g ol W o35
OGP LUA [V VR J0.TH W SN JUNPEIR E T I B L ISP EtS
SLdld e 8 doe A i Jldl aefp il Wy olds Jpr ol oldaally
Sl g Aan sl e S IS Wil i e I i) el 55
rn i 5l Sk 35 SGM ol ] i 131 Lo Wl s . oS
o leaie Jeen S 5L g Slacdl et e s o oSl 5L
Celdy O e A Gl

SWI W e ol o Jolil ay oy b e e by o gl 3T 13
o At p a8 I LU ode lellad e Sy g Ul o a5
o o aia conadl gy 51§ ] 6 Jpliall anls 5500 o501 dilaia
o il Jpotys ¢ all Ll g o) (g, 21 B el il iny
G a5 e S ey e e ies e (J] s ol (5 oy o
sl el in s 505U ol ol ] 7,0 e Upmne) LY
SIS s oS - AN (it o iy ¢ (U (S0 Lt ]
Slb bV gl Al sl iy 2l ] S ks o ST Y
CF wn coend| ot GV 2 J ] (oS S ke Jpadl (S A
s e Lgehe dpad ) (S Al OLbLasY g gom 1 o520 dikaia IS
e ua_a_-uﬂcl.“_.‘h’l_,.:.w_..u.:{.:.;_j :r;.:.'_]'}’l b WS o ST LS
Aikil] s (S A 5] RS Wy o5 didas

5pslans alsdl bt 3 Jslie e Uil ol 3, Glas| s 3
oo WS (B Al il opde e p LW 51/ B 8 e
[Py PEIPRSR 53S0 FVRE 'E N U S PPON: PPN - - %
oslandl e leazisdy Joam of Zegld Gous ¢ el o3 mpad e Legin
iy ol LAl LIl D Yo I 0y gl (3 Jrosil) S
oY o s 0 G s 039k ol sl o Ul e 5] ae Giigy ] 18
aals il ey Y d LSS B

£y



L¥ YN DL WY S () 5% YA sl = La Il By 3]

Devclopment operations i respect of Gas and Crude Oil in the form
of condensate or LPG to be produced with or extracted from such
(Gas shall, upon the signature of a (Gas Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for
cxport as referred to in Article VI or otherwise, be started promptly
by Operating Company and be conducted 1n accordance with good
Gas field practices and accepted Petroleum engineering principies
and the provisions of such agreement or scheme. In the event no
Commercial Production of (Gas 1s cstablished in accordance with
such Gas Sales Agreement or scheme, the Development Lease
relating to such Gas shall be rehinquished, unless otherwise agreed
upon by EGPC.

If, upon application by CONTRACTOR it is recognized by EGPC
that Crude Oil or Gas 1s being drained from the Exploration Block

under this Agreement into a Development Block on an adjoining
concession area held by CONTRACTOR, the Block being drained

shall be considered as participating in the Commercial Production of =

the Development Block in question and the Block being drained shall
be converted into a Development Lease with the ensuing allocation
of costs and production (calculaled from the Effective Date or the
date such drainagc occurs, whichever is later) between the two'
Concesston Areas. The allocation of such costs and production
under each Concession Agreement shall be in the same portion that
the recoverable reserves 1n the drained geological structure
underlying cach Concession Area bears to the total recoverable
reserves of such structure underlying both Concession Areas. The
production allocated to a concession area shall be priced according to
the concession agreement covering that concession area.

In case of failure by the CONTRACTOR in this Agreement and the
contractor 1 adjoining concession area to agree on the allocation of
cosis and/or production for such separate Development Leases under
cach concession arca, such disagreement shall be resolved by expert
determination, the expert to be agreed upon by the two contractors.
EGPC shall have the right to interfere and induce the contractors to
fully cooperate and resolve the drainage matter in expedient manner as
per the expert decision, such that neither contractor shall be unjustifiably
enriched. The cost of the expert shall in no event be recovered,
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() CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and cxpenscs shall not include any intercst on investment.
CONTRACTOR shall look only lo the Petroleum to which 1t 1s
entitled under this Agreement to recover such costs and expenses.
Such costs and cxpenses shall be recoverable as provided in Article
VII. During the term of this Agreement and 1ts renewal, the total
production achieved i the conduct of such operations shall be
divided between EGPC and CONTRACTOR 1n accordance with the
provisions of Article VII.

(g) (1) Uniess otherwise provided, CONTRACTOR shall be subject to
Egyptian 1income tax laws and shall comply with the
requirements of such laws waith respect to the filing of returns,
the assessment of tax, and keeping and showing of books and

records.

(2) CONTRACTOR shall be liable fo prepare the tax return, that
only the tax authority shall be cntitled to audit. CONTRACTOR
shall submit the lax return to EGPC twenty live (25) days prior
to the due date of submitting thereo! to the tax authority. EGPC
shall have the right to review the tax return in order to accept the
tax calculation therein. EGPC shall provide comments on such
return withim fifleen (135) days of the date of receiving the tax
return from CONTRACTOR. In any case CONTRACTOR shall
be responsible for submitting the tax return to the tax authority
within the due date.

(3) CONTRACTOR's annual imcome for Egyptian income tax
purposes under this Agreement shall be an amount calculated as
tollows:

The total of the sums received by CONTRACTOR from the sale
or other disposttion of all Petroleum acquired by CONTRACTOR
pursuant to Article VII (a) and (b);
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Reduced by:
(1) The costs and expenses of CONTRACTOR;

(11) The value as determined according to Article VII (¢), of EGPC's
share of the Excess Cost Recovery Petroleum repaid to EGPC
in cash or in kind, 1f any,

Plus:

An amount equal to CONTRACTOR's Egyptian mcome taxes
grossed up 1n the manner shown n Article VI of Annex "E".

For purposes of above tax deductions 1n any Tax Year, Article VII (a)
shall apply only in respect of classification of costs and expenses and
ratcs of amortization, without rcgard to thc percentage limitation
referred to in the first paragraph ot Article VII (a) (1). All costs and
expenses of CONTRACTOR m conducting the operations under this
Agreement which are not controlled by Article VII (a) as above
qualihed shall be deductible 1 accordance wilh the provisions of the

Egyptian Income Tax Law.

(4) EGPC shall assume, pay and discharge, in the name and on
pehalf of CONTRACTOR, CONTRACTOR's Egyptian income
tax out of EGPC's share of the Petroleum produced and saved
and not used in operations under Article VII.  All taxes paid by
EGPC 1n the name and on behalt of CONTRACTOR shall be
considered income fo CONTRACTOR.

(5) EGPC shall furnish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR's Egyptian
income tax lor each Tax Year within minety (90) days following
the receipt by EGPC of CONTRACTOR's 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 for such receipts.
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(6) As used herein, Egyptian Income Tax shall be inclusive of ali

income taxes payable in the A.R.E. (including tax on tax) such
as the tax on income from movable capital and the tax on
profits from commerce and 1industry and mclusive of taxes
based on mncome or profits including all dividends, withholding
with respect to shareholders and other taxes imposed by
the GOVERNMENT of A.R.E. on the distribution of income or
profits by CONTRACTOR.

(7) In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR's Egyptian incomc taxcs paid by EGPC on
CONTRACTOR's behaltf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six {(6) months after the Effective Date. EGPC shall
make avattable for CONTRACTOR's use all seismitc, wells and other
Exploration data m EGPC's possession with respect to the Area as
EGPC is entitled to so do.

(b) The mitial Exploration period shall be five (5} years. CONTRACTOR
may extend this Exploration period for one (1) successive extension

period of three (3) years respectively, 1n accordance with Article 1II (b),

upon at least thirty (30) days prior written notice to EGPC, subject to
its expenditure of its minimum Exploration obligations and of its
fulfillment of the technical obligations hereunder, for the then current

Exploration period.
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CONTRACTOR shall spend a minimum of one million U.S. Dollars
($1,000,000) on Exploration operations and activities related thereto
during the initial five (5) years Exploration period; provided that
CONTRACTOR shall acquire reprocessing of 2D/3D seismic survey
and gecological studies and drill one (1) well. For the extension
pcriod of threc (3) vears that CONTRACTOR clects to extend
beyond the initial Exploration period, CONTRACTOR shall spend a
minimum of one million U.S. Dollars ($1,000,000). During the
exiension period that CONTRACTOR celects 1o extend beyond the
inittal Exploration period, CONTRACTOR shall acquire technical
and geological studies and shall drill 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 drilled during the mitial five (5) years Exploration
period, or during any period thereatfter the excess may be subtracted
from the minimum amount of money required to be expended by
CONTRACTOR or mmmmum number of wells required to be drilled
during the extension period, as the case may be. |

In the event the CONTRACTOR fail to fulfill any of its technical
obligations of the imitial Exploralion period subject {o its [ulltlment
of the minimum financial obligations for such period, EGPC may approve
CONTRACTOR's request to enter the extension period, provided
that the unfulfilied technical obligations would be carried forward to
the extenston period and CONTRACTOR shall submit a separate
letter of Guaranty with the value of the carried forward technical
oblieations, such lctter of Guranty shall be valid all the end of the

extenston period. Such letter of Guaranty cannot be reduced by any
other expenses that do not relate to the obli gations 1t guarantees.

Such letter of Guaranty shall not be returned except after the execution
of the carmed forward obligation. EGPC shall have the nght to hgudate
the letter of Guaranty in case the carried forward obligation 1s not
executed, sixty (60) days prior to the end of the extension period.
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In case CONTRACTOR surrenders 1ts Exploration rnights under this
Agreement as set forth above betore or at the end of the fitth (Sth)
year of the mitial Exploration period, having expended less than the
total sum of one million U.S. Dollars ($1,000,000) on Exploration or
in the event at the end of the fifth (5') year, CONTRACTOR has
expended less than said sum 1n the Area, an amount equal to the
difference between the said one million U.S. Dollars ($1,000,000)
and the amount actvally spent on Exploration shall be paid by
CONTRACTOR to EGPC at the time of surrendering or within six (6)
months from the end of the fifth (5™) year of the initial Exploration
pcriod, as thc case may be. Any cxpenditure deficicncy by
CONTRACTOR at the end of the extension period for the reasons
above noted shall similarly result in a payment by CONTRACTOR
to EGPC ol such deliciency, such deficiency shall be unrecoverable.
Provided this Agreement is still in force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such payments as
Exploration Expenditure m the manner provided for under Article

V1l in the event of Commecerceial Production.

Without prejudice to Article 111 (b), 1n case no Commercial Oil
Discovery 1s established or no notice of Commercial Gas Discovery
1s given by the end of the eighth (8“1) year, as may be extended
pursuant to Article V (a) or in case CONTRACTOR surrenders the
Arca undcr this Agrcement prior to such time, EGPC shall not

bear any of the aforesaid expenses spent by CONTRACTOR,
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(c} At least four (4) months prior to the beginming of each Fmancial
Year or at such other times as may mutually be agreed to by EGPC
and CONTRACTOR, CONTRACTOR shall prepare an Exploration

Work Program and Budgel for the Area setting (orth the Exploration

operations which CONTRACTOR proposes Lo carry out during the

ensuing Year,

The Exploration Work Program and Budget shall be reviewed by a
jomt committee to be established by EGPC and CONTRACTOR
alter the Effective Dale of this Agreement. This Commuttee, herematier
referred o as the "Exploration Advisory Committee”, shall consist of
six {6) members, three (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 among the
members appointed by tt. The Exploration Advisory Committee shall

review and give such advice as 1t deems appropriate with respect to

the proposed Work Program and Budget. Following review by the
Exploration Advisory Committce, CONTRACTOR shall make such
revisions as CONTRACTOR deems appropriate and submit the
Exploration Work Program and Budget to EGPC for its approval.

Following such approval, it 1s further agreed that:

(1) CONTRACTOR shall not substantially revise or modify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC;

(11) In the event of emergencies involving danger of loss of lives or
property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such

danger. Such expenditure shall be considered in all aspects as

Exploration Expenditure and shall be recovered pursuant to the

provisions of Article VII hereof.
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(dy CONTRACTOR shall advance all necessary funds for all materials,

(€)

equipment, supplies, personnel admimstration and operations
pursuant to the Exploration Work Program and Budget and EGPC
shall not be responsible to bear or repay any of the aforesaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented 1 a workmanhke manner and consistent with good
industry practices.

Except as 1s appropriate for the processing of data, specialized
laboratory engineering and development studies thereon, to be made 1n
spectalized centers outside AR.E. subject to EGPC's approval all
oeological and geophysical studies as well as any other studies related to
the performance of this Agreement, shall be made in the A R.E. .

CONTRACTOR shall entrust the management of Exploration operations
in the A.R.E. to its technically competent General Manager and
Deputy General Manager, The names of such Manager and Deputy
(ieneral Manager shall, upon appoimntment, be forthwith notified to
the GOVERNMENT and to EGPC. The General Manager and, in his
absence, the Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient powers (o carry oul immediately all
lawful written directions given to them by the GOVERNMENT or 1ts
representative under the terms ol this Agreemeni. All lawlul regulations
1ssued or hereafter to be issued which are applicable hereunder and
not i conflicl with this Agreement shall apply lo CONTRACTOR.,

() CONTRACTOR shall supply EGPC, within thirty (30) days from the

end of each calendar quarter, with a Statement of Exploration
activity showing costs incurred by CONTRACTOR during such
quarter. CONTRACTOR's' records and necessary supporting
documents shall be available for inspection by EGPC at any time
during regular working hours for three (3) months from the date of

receiving each statement.
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Within the three (3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR m writing 1f 1t

considers:

(1) that the record of costs 1s not correct; or

(2) 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 prevailing at the time such
goods or services were supplied, provided however, that
purchases made and services performed within the A.R.E. shall
be subject to Article XXVI; or

(3) that the condition of the materials furmished by CONTRACTOR

does not tally with their prices; or
(4) that the costs mcurred are not reasonably required for operations.
CONTRACTOR shall confer with EGPC m connection with the

problem thus presented, and the parties shall attempt to reach a
settlement which is mutually satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery
Petroleum as a result of reaching agreement or of an arbitral award
shall be promptly made i cash to EGPC, plus simple interest at
LIBOR plus two and half percent (2.5%) per annum from the date
on which the disputed amount(s) would have been paid to EGPC
according to Article VII (a) (2) and Annex "E" of this Agreement
(1.c., the date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR ratc applicable shall be the
average of the higure or figures published by the Financial Times

representing the mid-point of the rates (bid and ask) applicable to
one month U.S. Dollars deposiis 1 the London Interbank
Eurocurrency Market on each fifteenth (151) day of each month
occurring between the date on which the disputed amount(s) would
have been paid to EGPC and the date on which 1t 1s settled.
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If the LIBOR rate is available on any fifteenth (15%) day but is not
published m the Fmancial Times n respect of such day for any
reason, the LIBOR rate chosen shall be that offered by Citibank
N.A. to other leading banks in the London Interbank Eurocurrency

Market for one month U.S. Dollar deposits.

I such [ifteenth (151) day is not a day on which LIBOR rates are
quoted in the London Interbank Eurocurrency Market, the LIBOR
ratc to be uscd shall be that quoted on the ncext following day on
which such rates are quoted.

I within the time limit of the three (3) month period provided for in
this paragraph, EGPC has not advised CONTRACTOR of its objection
to any Statement, such Statemcent shall be considered as approved.

(g) CONTRACTOR shall supply all funds necessary for its operations in’
the A.R.E. under this Agreement in {reely converiible currency from
abroad. CONTRACTOR shall have the right to freely purchase.
Egyptian currcncy in the amounts nccessary for 1ts operations in the
A.R.E. from EGPC or from any bank authorized by the GOVERNMENT
to conduct foreign currency exchanges. Prionty shall be given to
EGPC to purchase the foreign currencies from CONTRACTOR at
the same applicable rate and date as such currencies may be

purchased from the National Bank of Egypt.

(h) EGPC s authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR an equivalent amount of U.S.

Dollars at the official A.R.E. rate of exchange, such amount 1n U.S.

Dollars shall be deposited in an EGPC account abroad with a
correspondent bank of the National Bank of Egypt, Cairo.
Withdrawals from said account shall be used for financmg EGPC's
and 1ts Affiliated Companies' foreign currency requirements subject

to the approval of the Minister of Petroleum.
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ARTICLE YV
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(2) MANDATORY:
At the end of the fifth (5" year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (25%) of the origimal Area on the Effective Date
not then converted to a Development Lease or Leases "Area subject
to relinquish”. Such relinquishment shall be 1n a single unit of whole
Exploration Blocks not converted to Development Leases unless

otherwise agreed upon between EGPC and CONTRACTOR so as to
enable the relinquishment requirements to be precisely fulfilled.

Subject to the approval of the Minister of Petroleum. During the next
three (3) years Exploration period, CONTRACTOR may retain the
"Area subject to relinguish" mentioned above, CONTRACTOR
shall submit at least six (6) months pre-notification to EGPC,
including the additional activities to be undertaken (drilling one (1)
well, at Icast) in the "Arca subjcct to relinquish”, during the next
three (3) years Exploration period that CONTRACTOR elects to
extend beyond the inmitial Exploration period, provided that
CONTRACTOR shall submit a statement of costs and expenses of
such additional activities. It 1s understood that CONTRACTOR 1s
committed to such financial and technical commitments in addition
to the Exploration commitments related to the second three (3) years
Exploration period according to Article IV (b), provisions of Article 1V
of this Agreement shall be applied , CONTRACTOR shall submit a
letter of Guaranty with an equal amount to the costs of such additional
activities m the form specified in Annex (¢) of this Agreement.
Without prejudice to Articles 1l and XXIII and the last three
paragraphs of this Article V (a), at the end of the eighth (8) year of
the Exploration period, CONTRACTOR shall relinquish the
remamder of the Area not then converted to Development Leases.

[t 1s understood that at the time of any relinquishment the areas to be
converted mto Development Leases and which are submitied to the
Minister of Petroleum for his approval according to Article HI (d) shall,
subject to such approval, be deemed converted to Development Leases.
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CONTRACTOR shall not be required to relinguish any Exploration
Block or Blocks on which a Commercial Oil or Gas Well 1s
discovered before the period of time referred to in  Article 11 (c)
given to CONTRACTOR to determine whether such Well 1s a
Commecrcial Discovery worthy of Development or to rclinquish an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGPC subject to EGPC's right to agree
on the existence of a Commercial Discovery pursuant to Article II (¢),
and without prejudice to the requirements of Article 111 (e).

In the event at the end of the nittal Exploration period or the successive
extenston of the mitial Exploration period, a well 1s actually dritling
or testing, CONTRACTOR shall be allowed up to six (6) months to
enable it to discover a Commercial Qil or GGas Well or to establish a
Commercial Discovery, as the case may be. However, any such
extension of up to six (6) months shall reduce the length of the next
succeeding Exploration period, as applicable, by that amount.

(b) VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relimquishment 1ts Exploration obligations under Article IV (b} have
been satisfied for such period.

Any relinquishments hercunder shall be credited toward the
mandatory provisions of Article V (a) above.

Following Commercial Discovery, EGPC and CONTRACTOR shall
mutually agree upon any area to be relinquished thereafter, except
for the relinquishment provided for above at the end of the total
Exploration period.

By the time of such relinquishment or the expiry date of the
Concession  period, CONTRACTOR shall cnsurc that all
cnvironmental regulations sct out In Article XVIII have been
followed, in accordance with sound and accepted Petroleum industry
practices, if so requested by EGPC.
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ARTICL E VI
OPERATIONSAFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR may form 1n
the A.R.E. an operaling company pursuant (o Article VI (b) and

Annex "D" (heremafter referred to as "Operating Company”) which

company shall be named by mutual agreement between EGPC and
CONTRACTOR and such namc shall be subiect to the approval of
the Minister of Petroleum. Said company shall be private sector

company, 1 which EGPC and CONTRACTOR each contribute by
fifty percent (50%). Operating Company shall be subject to the laws

and regulations in force in the A.R.E. to the extent that such laws and
rceulations arc not inconsistent with the provisions of this

Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws and

rceulations as now or hercafter amended or substituted:

- Law No. 48 of 1978, on the employce regulations of public scctor

companies;

- Law No. 139 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited hability
companics;

- Law No. 97 of 1983 promulgating the law concerning public sector

organizations and companies;

- Law No. 203 of 1991 promulgating the law on public business

sector companies; and

- Provisions of part 2 of Chapter 6 of Law No. 88 of 2003,

organizing dealings in foreign currencies.
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(b) The Charter of Operating Company 1s hereto attached as Annex "D".
Within nincty (90) days after the date of the Minister's of Petrolcum
approval of a Development Lease for Oil or Gas (unless otherwise
agreed upon by EGPC and CONTRACTOR), the Charter shall take
effect and Operating Company shall automatically come into
existence without any further procedures. The Exploration Advisory
Committee shall be dissolved forthwith upon the commg into
existence of the Operating Company.

(¢) Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, 1t shall prepare a
Work Program and Budget for further Exploration and Development
[or the remainder of the year in which the Commercial Discovery 1s
made; and not later than four (4) months before the end of the
current Financial Year (or such other date as may be agreed upon by
EGPC and CONTRACTOR) and four (4) months preceding the
commencement of each succeeding Financial Year thereafter (or
such other date as may be agreced upon by EGPC and
CONTRACTOR), Operating Company shall prepare an annual
Production Schedule, Work Program and Budgel for [further
Exploration and Development for the succeeding Financial Year.
The Production Schedule, Work Program and Budget shall be
submitted to the Board of Directors for approval.

(d) Not later than the twentieth (20!) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of 1ts
total cash requircments for expenditure for the first halt and the
second half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take into
consideration any cash expected to be on hand at month end.
Payment for the appropriate period of such month shall be made to
the correspondent bank designated m paragraph (¢) below on the first (199
day and fifteenth (15™) day respectively, or the next following
business day, 1f such day 1s not a business day.
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(e)

()

(2)

Operating Company 1s authorized to keep at tts own disposal abroad

in an account opened with a correspondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by CONTRACTOR.
Withdrawals from said account shall be used for payment for goods
and services acquired abroad and for transferring to a local bank m
the A.R.E. the required amount to meet the expenditures in Egyptian
Pounds lor Operaling Company 1n connection with 1ts activities
under this Agreement,
Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange control
authortties 1n the A.R.E. a statement, duly certtfied by a recognized
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.

If and for as long during the period of production operations there
exisls an excess capacity in facilities which cannot during the period
of such excess be used by the Operating Company, EGPC shall have
the nght to use the excess capacity if 1t so desires without any
financial or operational disadvantage to the CONTRACTOR or the
Operating Company.
ARTICLE VI
RECOVERY OF COSTSAND EXPENSES AND
PRODUCTION SHARING

(1) Cost Recovery Petroleum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures 1n respect of all the Exploration, Development and
related operations under this Agreement and which was approved
by EGPC to the extent and out of forty percent (40%) of all
Petroleum produced and saved from all Development Leases
within the Area hereunder and not used in Petroleum operations.
Such Petroleum 15 heremafier referred to as "Cost Recovery
Petroleum”.
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For the purpose of determining the classification of all costs,
expenses and cxpenditures for their recovery, the following

terms shall apply:

1. "Exploration Expenditures” shall mean all costs and expenses {or
Exploration and the related portion of mdirect expenses and

overheads.

2. "Development Expenditures” shall mean all costs and expenses
[or Development (with the exception ol Operating Expenses)

and the rclated portion of indirect cxpenscs and overheads.

3. "Operating Expenses" shall mean all costs, expenses and
expenditures made after imtial Commercial Production, which

costs, expenses and expenditures are not normally depreciable.

Howcver, Operating Expenses shall include work over, repair and
maintenance of assets but shall not include any of the following:
sidetracking, re-drmiling and changing of the status ol a well,
permancnt abandonment of a well, replacement of assets or part of_'

an asset, additions, improvements, renewals or major overhauling,

Exploration Expenditures, Development Expenditures and Operating
Expenses shall be recovered from Cost Recovery Petroleum in the

following manner:

(1) "Exploration Expendilures”, including those accumulaled prior
to the commencement of initial Commercial Production, which
tor the purposes of this Agreement shall mean the date on
which the [irst regular shipment of Crude Oil or the first
dcliverics of Gas arc made, shall be recoverable at the rate of
twenty five percent (25%) per annum starting ¢ither in the Tax
Year in which such expenditures are mcurred and paid or the
Tax Year in which mittal Commercial Production commences,

whichever 1s the later date.
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(11} "Development Expenditures”, mcluding those accumulated prior
to the commencement ol mihal Commercial Productton which

T

for the purposes of this Agreement shall mean the date on
which the first regular shipment of Crude Oil or the first
dcliverics of Gas arc made, shall be rccoverable at the rate
of twenty five percent ( 25 %) per annum  starting either 1n the
Tax Year in which such expenditures are incurred and paid or
the Tax Year in which imitial Commercial Production commences,

whichever 1s the later date.

(111} "Operating Expenses”, incurred and paid after the date of initial
Commercial Production, which for the purposes of this Agreement
shall mean the date on which the first regular shipment of Crude
O1l or the hirst deliveries ot (Gas are made, shall be recoverable
either 1n the Tax Year in which such costs and expenses are
incurred and paid or the Tax Year m which mitial Commercial
Production occurs, whichever 1s the later date.

(1v) To the extent that, m a Tax Year, costs, expenses or expenditurés
recoverable per paragraphs (1), (1) and (111) preceding, exceed
the value of all Cost Recovery Petroleum for such Tax Year, the
cxcess shall be carricd forward for rccovery in the ncxt
succeeding Tax Year(s) until fully recovered, but 1n no case
after the termination of this Agreement, as to CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates referred
to above, shall be allocated to each quarter proportionately (one
fourth to each quarter). However, any recoverable costs and
expenses not recovered n one quarter as thus allocated, shall be
carried forward for recovery in the next quarter.

(vi) Any new investments or costs during the last four (4) years from
the obligation period stated in this Agreement shall be excluded
from itcm 1- and 2- above, and shall be recoverable proportionately
over the remaining available quarters of the Concession
Agreement period starting from the guarter in which such costs
are incurred and paid during the Tax Year, and till the end date.
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Except as provided in Article VII (a) (3) and Article VII (e) (1},
CONTRACTOR shall cach quarter be centitled to take and own

all Cosl Recovery Pelroleum, which shall be laken and disposed

ol in the manner determined pursuant to Article VII (e). To the
cxtent that the value of all Cost Recovery Petroleum [as
determmed 1 Article VII (¢})] exceeds the actual recoverable
costs and expenditures, mcluding any carry forward under
Article VII {(a) (1) (1v), to be recovered in that quarter, then the
value of Excess Cost Recovery Petroleum shall be shared between

EGPC and CONTRACTOR 1n accordance with the percentages

mentioned below in paragraph (b) "Production Sharing”, the

valuc of such Excess Cost Recovery Pctrolcum shall be paid by
CONTRACTOR to EGPC either (1) i cash 1 the manner set
forth m Article IV of the Accounting Procedure contained n
Annex "E" or (i1) in kind 1n accordance with Article V1l (a) (3).

Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice 1n writing to
CONTRACTOR to require payment of up to one hundred
percent (100%) of EGP(C's share of Excess Cost Recovery
Petroleum m kind. Such payment will be in Crude O1l from the
Area F.O.B. export termmal or other agreed delivery point
provided that the amount of Crude Oil taken by EGPC 1 kind 1n
a quarter shall not exceed the value of Cost Recovery Crude Oil
actually taken and separately disposed of by CONTRACTOR
tfrom the Area during the previous quarter. If EGPC's entitiement
to rcccive payment of its sharc of Exccss Cost Rccovery
Petroleum m kind 1s limited by the foregomng provision, the

balance of such entitlement shall be paid 1n cash.
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(b} Production Sharing:

(1) The remaining sixty percent (60%) of Petroleum shall be divided
between EGPC and CONTRACTOR based on Brent price and

according to the following shares:

Such shares shall be taken and disposed of pursuant to Article

VII (e).

(1) CrudeQil (Quarterly Average):

Crude (hl produced and saved under this Agreement and not used m Petroteum

operations, Barrel of (il Per Day (BOPD) (quarterly average)

Brent Price More than Maore than Miore than
US% ¢ hbl T ass (ham or 5,000 BOPLD | 10,000 BOPDH | 15,000 BOPL

equal o 5,000 |and iess than or] and iess than orfand less than or

Miore than

. . ] 25,060 BOPD
BOPD cqual to 10,008 egual to 135,000 cqual to 25,000

ROP) BOPI BOPD

FEGPC | Cont., { FGPC | Cont, | EGPC | Cont, [ EGPC | Cont. { EGPC | Cont,

Yo Yo Va Yo % Yo %o % %o %
Less than or cqual to l

61 39 {6l 39 63 37 63 37 64 36
40 US5 ’
More (han 44 1S5 and
lcss than orequal to 60 | 62 3R 02 3R 64 36 64 36 63 35
USS |
More than 60 TJSS and
lcss than or equal to 80 | 63 37 03 37 B 03 35 63 35 6o 34

USS

More than &8 USS and
less than or equal to | 64 36 | 64 36 66 34 66 34 67 33

100 TUSS

Morc than 100 LSS (B3

Ll
A
1
vl
A1

03 07 33 &7 33 H& 32
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(ii) Gas & LPG (Quarterly Average):

(Gas and LPG produced and saved under this Agreement and not used
1in Petroleum operations (Standard Cubic Feet of Gas Per Day (SCFD)
(quarterly average) divided between EGPC and CONTRACTOR.

EGPC % Contractor %
Less than 25 MMSCEF/Day 61
EBqual to 25 and less than 50 MMSCF/Day (2
Equal 1o 50 and [ess than 100 MMSCE/Day 63 37
Equal to 100 and less than 125 MMSCE/Day 64 36
Equal 125 MMSCF/Day and above 65 33

(2) After the end of each contractual year during the term of any
(Gas Sales Agreement entered into pursuant to Article VII (e),
EGPC and CONTRACTOR (as sellers) shall render io EGPC
or EGAS (as buyer) a statement for an amount of Gas, 1f any,
equal to the amount by which the quantity of Gas of which
EGPC or EGAS (as buyer) has taken delivery [alls below
seventy five percent (75%) of the Contract quantities of (Gas as
cstablished by the applicable Gas Sales Agreement (the
"Shortfall™), provided the Gas is available. Within sixty (60)
days of receipt of the statement, EGPC or EGAS (as buyer)
shall pay EGPC and CONTRACTOR (as sellers) for the
amount of the Shortfall, if any. The Shortfall shall be included in
EGPC's and CONTRACTOR's entitlement to Gas pursuant to
Article VII (a) and Article VII (b) in the fourth (41) quarter of

such contractual year.



Pl o L) Bl iy Ll s ooy ¥ 0 5L ol Joss
L Sl ey "all o SN Gl o il i) it
b e 33U il Oy S dabs o )] (1 iy yad | LRI
b Lede aBlacd! S ol e (/V0) BT 3 cronad s icad
Pl 55l LI Ol o 3 Janas Ll 5L ay e s )
2] Kiians Wlee Il 555 Yy ¢ ML ity Lgiais s "pid! 51 35
o> (o2 grt)] S U i Yy Sl K J] 5L e o i
irgld] 53U e ()5 (1) ey i) o 0 e Ikl lie

sl W e B G Jplid) oS0 Y
o (ol Legmian) oLkl aegdl sl 130 asles w gl lg 3
ke a3laztl gl 5L AaS o (/V0) BUT 3 cpmtans s s sk

56 (i Lgmiay ) uloe! ol dng) g 5 Slann L35 5 43l
3Ll &y ) 5L S e (/V0) U 3 premnad s el f oy 3401

el ol sl s S Ll Ly A el LA dnS s Lgde
s S Ll LS ST (s Lmay) o] 5 iegld o
oo (78 BUL S e Jalay rn s LeaSl 0y pdil] o (o
eVl o pede il i s S Olae L3UST 3 O padl 5 e
W s L3S S ol ]

iy i il el 8 gl ST (LPG] JUL Jg e db sle Je subass
Jysidl 5L o pmins + Ll 55Ul e () 5,401, (1) 5,000 5 2l
gl 30 as Al s 181 05 500 Jams sl o il (LPG) JL
Ao Lo S J, s

AY



AY

¥ AR Ko id i VY 5 () S5 YA saadl = Faws I 5y 4!

Quantittes of Gas not taken but to be paid for shall be recorded
in a separate "Take-or-Pay Account”. Quantities of Gas ("Make
Up Gas") which are delivered 1n subsequent vears in excess of
seventy five percent (75%) of the contract quantities of Gas as
cstablished by the applicable (Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the "Take-or-Pay”
account to the extent thereof and, to that extent, no payment
shall be due in respect of such (as. Such Make Up Gas shall not
pe included in CONTRACTOR's entitlement to Gas pursuant to
Article VII (a) and (b). CONTRACTOR shall have no rights to
such Make Up Gas.

Il at the end of any Contractual yvear, EGPC and CONTRACTOR
(as sellers) fail to dehver seventy five percent (/3%) of the
annual contract quantity of Gas as defined 1n the (Gas Sales
Agreement with EGPC or LGAS (as buyer), the difference
between seventy five percent (75%) of the annual Contract
quantity of Gas and the actual Gas guantity dehivered shall be
referred to as the "Deliver- or - Pay Shortfall Gas". EGPC or

EGAS (as buyer) shall have the right to take a quantity of Gas
equal to Deliver-or-Pay the Shortfall Gas and such quantity of
Gas shall be priced at ninety percent {(90%) of the Gas price as
defined in the Gas Sales Agreement .The mechanism for the
Deliver-or-Pay concept will be determined in the Gas Sales

Agreement.

The percentages set forth 1n Article VII (a) and (b) in respect of

[.LPG produced from a plant constructed and operated by or on
behalf of EGPC and CONTRACTOR shall apply to all LPG

avatlable for delivery.
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(c) Valuation of Petroleum:
(1) Crude Oil:
(1) The Cost Recovery Crude O1l to which CONTRACTOR is

(11)

entitled hercunder shall be valued by EGPC and
CONTRACTOR at "Market Price" for ecach calendar
quarter.

"Market Price” shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during
the quarter, whichever is higher, provided that the sales to
be used n arriving at the weighted average(s) shall be sales
of comparable quantifies on comparable credit terms in
(reely convertible currency from F.O.B. point ol export
sales to non-affiliated companies at arm's length under all
Crude Ol sales contracts then in effect, but excluding Crude

(1l sales contracts tnvolving barter, and

(1) Sales, whether direct or mdirect, through brokers or
otherwise, of EGPC or CONTRACTOR to any
Athhated Company.

(2) Sales mvolving a quid pro quo other than payment in a
freely convertible currency or motivated in whole or in
part by considerations other than the usual economic

incentives for commercial arm's length Crude Oil sales.

(1) It 1s understood that 1n the case of "C.L.E." sales, appropriate

deductions shall be made for transport and insurance
charges to calculate the F.O.B. point of c¢xport price; and
always taking mto account the appropriate adjustment for
quality of Crude O1l, freight advantage or disadvantage of
port of loading and other appropriate adjustments. Market
Price shall be determmed separately for each Crude il or

Crude Oil mix, and for each port of loading.
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(1v) If during any calendar quarter, there are no such sales by

EGPC and/or CONTRACTOR under the Crude Onl sales
contracts 1n effect, EGPC and CONTRACTOR shall mutually
agrce upon the Market Price of the barrel of Crude Oil to be
used lor such quarter, and shall be guided by all relevant
and available evidence including current prices in ireely
convertible currency of leading Crude Oils  produced by
major O1l producing countries (in the Arabian Gulf or the
Mediterranean Area), which are regularly sold 1n the open
market according to actual sales contracts terms but excluding
paper sales and sales promises where no Crude (il 15 delivered,
to the extent that such sales are eflected under such terms
and conditions (excluding the price) not significantly
different from those under which the Crude O1l to be valued,
was sold, and always taking into consideration appropriale
adjustments for Crude Oil quality, freight advantage or
disadvantage of port of lcading and other appropriate
adjustments, as the case may be, for differences n gravity,
sulphur, and other factors generaily recognized by sellers
and purchasers, as reflected in Crude prices, transportation
ninety (90} days insurance premiums, unusual fees borne by
the seller, and for credit terms 1n excess of sixty (60) days,
and the cost of loans or guaraniees granted [or the benefil of

the sellers at prevailing interest rates.

[t 15 the mtent of the Parties that the value of the Cost

Recovery Crude Oil shall reflect the prevailing market price
for such Crude Oi1l.
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(v) If either EGPC or CONTRACTOR considers that the

Market Price as determined under sub-paragraph (i1) above
does not rellect the prevailing Markel Price or in the event
EGPC and CONTRACTOR fail to agree on Market Price
for any Crude Oi1l produced under this Agreement for any
quarter within fifteen (15) days after the end thereof, any
party may e¢lect at any time thereafter to submit to a

single arbitrator the question, what single price per Barrel,

1n the arbatrator's judgment, best represents for the pertinent
quarter the Market Price for the Crude Oil in question. The
arbitrator shall make his determimalion as soon as possible
following the quarter in question. His determination shall be
final and binding upon all the parties. The arbitrator shall
be selected 1 the manner descnbed below. .
In the event EGPC and CONTRACTOR fail to agrec on:
the arbitrator within thirty (30) days from the datc any party
notifies the other that 1t has decided to submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appomting authority
designated in accordance with Article XXIV (e), or such
other appointing authority with access to such expertise as
may be agreed to between EGPC and CONTRACTOR,
with regard to the qualifications for arbitrators set forth
below, upon written application of onc or both of EGPC and
CONTRACTOR. Copy ol such applicalion by one of them
shall be promptly sent to the other.
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The arbitrator shall be as nearly as possible a person with an
established reputation in the nternational Petroleum
industry as an expert in pricing and marketing Crude O1l in
imternational commerce. The arbitrator shall not be a citizen
of a country which docs not have diplomatic relations with
both the A.R.E. and CONTRACTOR's nationality. He may
not be, at the time of selection, employed by, or an arbitrator
or consultant on a continuing or frequent basis to, the American
Petroleum Institute, the Orgamzation of the Petroleum
Exporting Countries or the Organization of Arab Pectroleum
Exporting Countries, or a consultant on a continuing basis
to EGPC, CONTRACTOR or an Affiliated Company of
crther, but past occasional consultation with such companies,
with other petroleum companies, governmental agencies or
organizations shall not be a ground for disqualification. He
may not have been, at any time during the two (2) vears
betfore sclection, an employee of any Petroleum company or
of any governmental agency or organization.

Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant
prior to the decision called for, another person shall be
chosen 1 the same manner provided m this paragraph.
EGPC and CONTRACTOR shall sharc equally the
expenses of the arbitrator.

The arbitrator shall make his determmation in accordance
with the provisions of this paragraph, based on the best
evidence available to him. He will review Oil sales
contracts as wcll as other sales data and information but
shall be free to evaluate the extent to which any contracts,
data or information 1s substantiated or pertinent. Representatives
of EGPC and CONTRACTOR shall have the night to
consult with the arbitrator and furnish him wrillen materials
provided the arbitrator may mmposc rcasonablc limitations
on this right. EGPC and CONTRACTOR each shall
cooperate with the arbitrator to the fullest extent and each
shall 1nsure such cooperation of its trading companies. The
arbitrator shall be provided access 1o Crude Oi1l sales
contracts and related data and information which EGPC and
CONTRACTOR  or their trading companies are able to
make available and which m the judgment of the arbitrator
might atd the arbitrator in making a valid determination.
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(v1) Pending Market Price agreement by EGPC and CONTRACTOR
or determination by the arbitrator, as applicable, the Market
Price agreed for the quarter precedmg the quarter in
question shall remain temporanly 1n effect. In the event
cither EGPC or CONTRACTOR should mcur a loss by
virtue of the temporary continuation of the Market Price of
the previous quarter, it shall promptly be reimbursed such

loss by the other party plus simple interest at the LIBOR

olus two and one - half percent (2.5%) per annum rate
provided for n Article TV () from the dale on which the
disputed amount(s) should have becen paid to the datc of

payment.

(2) Gasand LPG:

(i) The Cost Recovery, Production Sharing and Excess Cost '

Rccovery, 1f any, Gas Price for local market will be agreed .
upon between CONTRACTOR and EGPC or EGAS afier the
Commercial Discovery and before converting an area - 10 a
Development Lease(s). Production Sharing Gas Price for export
will be valued al Netback Price.

(11) The Cost Recovery and Production Shares of (LPG) produced
from a plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be separately valued for Propane and
Butane at the outlet of such LPG plant according to the

following formula (unless otherwise agreed between EGPC and

CONTRACTOR):
PLPG = 0.95PR.
Where: "

PLP(G = LPG price '(_Separately determined for Propane and

Butane) in U.S. Dollars per metric ton.
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PR = The average over a period ol a month of the tigures
representing the mid-point between the high and low
prices in U.S. Dollars per meiric ton quoted in "Platt’s

LPGaswire" during such month for Propane and

Bulane FORB Ex-Rel/Stor. West Medilerranean.

In the event that "Platt's LPGaswire" 15 1ssued on certain days
during a month but not on others, the value of (PR) shall be
calculated using only those 1ssues which are published during
such month. In the event that the value of (PR) cannot
be determined because "Platt's LPGaswire" 1s not published at

all during a month, EGPC and CONTRACTOR shall meet and

agree to the value of (PR) by reference to other published )

sources. In the event that there are no such other pubhished-
sources or 1if the value of (PR) cannot be determined pursuant t{Jj'j_
the foregoing for any other reason , EGPC and CONTRACTOR
shall meet and agree the value of (PR) by reference to the value

of LPG (Propane and Butane) delivered FOB from the

Mediterranean Area.

Such valuation of LPG 1s based upon delivery at the dehvery

point specttied m Articlie VII (e) (2) (111).

(111} The prices of Gas and LPG so calculated shall apply during the

same month.

(1v) The Cost RemverY"&ﬁd- Production Shares of Gas and LPG

disposed of by EGPC and CONTRACTOR other than to EGPC
or EGAS shall be valued pursuant to Article VI1I (e).
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(d) Forecasts:

Operating Company shall prepare (not less than mnety (Y0) days
prior to thc beginning of cach calendar semester following first
regular production) and furnish m writing to CONTRACTOR and
EGPC a forecast setting out a total quantity of Pectroleum that
Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester 1n accordance
with good Otl and Gas industry practices.

Opcrating Company shall endeavor to produce cach calendar
semesier the [orecast quantity. The Crude O1l shall be run {o slorage
tanks or offshore loading facilities constructed, maintained and
operated according to GOVERNMENT Regulations, by Operaling
Company n which said Crude Oil shall be metered or otherwise
measured for royalty, and other purposes required by this
Agreement. (as shall be handled by Operating Company 1n
accordance with the provisions of Article VII (e).

Disposition of Petroleum:

(1) EGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude O1l to which cach 1s
entitled under Article VII (a) and (b). Subject to payment of
sums duc to EGPC under Article VII (a) (2) and Article 1X,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by 1t including the proceeds from the sale of

its share ol Petroleum.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meet the requirements of the A R.E. market

tfrom CONTRACTOR's share under Article VII (b) of the Crude O1l
produced I[rom the Area and EGPC shall have the prelerential

right to purchase such Crude Oil at a price to be determined pursuant
to Article VII (¢). The amount of Crude O1l so purchased shall
be a portion of CONTRACTOR's share under Article VII (b).
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Such amount shall be proportional to CONTRACTOR's share of
the total production of Crude Oil from the concession areas in
the A.R.E. that arc also subjcct to EGPC's preferential right to
purchase. The payment for such purchased amount shall be

made by EGPC in U.S. Dollars or in any other freely convertible
currency remittable by CONTRACTOR abroad.

[t is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the Calendar
Semester, of the amount to be purchased during such semester
under this Article VII (e) (1).

(2) With respect to Gas and L PG produced from the Area:

(1) Priority shall bc given to meet the requirements of the local
market as determined by EGPC, taking into consideration the

following cases:-

- In case CONTRACTOR clects to dispose all or part of 1ts
share of Production Sharing Gas and Excess Cost Recovery

Gias, if any, by itself to local market, CONTRACTOR shall
notify EGPC of the Gas price, Quantities and Gas buyer and

shall also obtain the compectent authorities’ approval in
A.R.E..

- In case EGPC/EGAS or EGPC/EGAS and CONTRACTOR
export Gas or LPG jointly, they should obtain the A.R.E.
competent authorities' approval on the price and quantitics

allocated for export.

(11) In the event that EGPC or EGAS 15 (o be the buyer of Gas,
the disposition of Gas to the local markets as indicated above
shall be by virtue of long term Gas Salcs Agreements to be
entered into between EGPC and CONTRACTOR (as sellers)
and EGPC or EGAS (as buyer).
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EGPC and CONTRACTOR (as secllers) shall have the
obligation to deliver Gas to the following pomnt where such
(Gas shall be metered for sales, royalty, and other purposes
rcquired by this Agreement:

(a) In the event no LPG plant 1s constructed to process such
Gas, the delivery point shall be at the flange connecting
the Development Lease pipeline to the nearest point on
the National Gas Pipeline Gnd System as depicted 1n
Anncx "F" hereto, or as otherwisc agreed by EGPC and

CONTRACTOR.

(b) In the event an LPG plant is constructed to process such
Gas, such Gas shall, for the purposes of valuation and
sales, be metered at the outlet to such LPG Plant.
However, notwithstanding the fact that the metering shall
take place at the LPG Plant outict, CONTRACTOR
shall through the Operating Company build a pipeline
suttable for transport of the processed Gas from the LPG
Plant outlct to thc ncarcst point on the National Gas
Pipeline Grid System as depicted in Annex "I" hereto,
or otherwise agreed by EGPC and CONTRACTOR. Such
pipeline shall be owned 1n accordance with Article VIII
(a) by EGPC, and 1is cost shall be financed and recovered
by CONTRACTOR as Development Expendrtures pursuant
to Article VII.

(111) EGPC and CONTRACTOR shall consult together to determine

whether to build an LPG plant for recovering LPG from any
Gas produced hereunder. In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as 1s appropniate,
be 1n the vicinity of the pomt of delivery as determmed 1n
Article 1l and Article VI (¢) 2 (i1). The delivery of LPG for,
royalty and other purposes required by this Agreement shall
be at the outlet of the LPG plant. The costs of any such LPG
plant shall be recoverable 1n accordance with the provisions
of this Agreecment unless the Minister of Petroleum agrees to
accelerated recovery.
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(1v) EGPC or EGAS (as buyer) shall have the option to elect, by
ninety (90) days prior written notice to EGPC and
CONTRACTOR (as sellers), whether payment for the Gas
which 1s subject to a Gas Sales Agreement between EGPC
and CONTRACTOR (as scllers) and EGPC or EGAS (as
buyer) and LPG produced from a plant constructed and
operated by or on behalt of EGPC and CONTRACTOR, as
valued in accordance with Article VII (¢), and to which
CONTRACTOR 1s enfitled under the Cost Recovery
and Production Sharing provisions of Article VII, of this
Agreement, shall be made 1) in cash or 2) in kind.

Payments m cash shall be made by EGPC or EGAS (as
buyer) at intervals  provided for in the rclevant Gas Sales
Agreement in U.S. Dollars, remiftable by CONTRACTOR |
abroad.

Payments in kind shall be calculated by converting the value
of Gas and LPG to which CONTRACTOR 1s enfitled mto
equivalent Barrels of Crude Oil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such
Crude O1l 1s msuthicient, Crude O1l from CONTRACTOR's
other concession areas or such other areas as may be
agreed. Such Crude O1l shall be added to the Crude O1l that
CONTRACTOR is otherwise entitled to lift under this
Agreement. Such equivalent Barrels shall be calculated on
the basis of the provisions of Article VH (¢) relating to the
valuation of Cost Recovery Crude OQil.
Provided that:

(aa) Payment of the value of Gas and LPG shall always be made
in cash in U.S, Dollars remittable by CONTRACTOR
abroad to the extent that there 1s msufficient Crude Oil

avatlable for conversion as provided for above.
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(bb) Payment of the value of Gas and LPG shall always be made
n kind as provided for above 1o the extent thal payments n

cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRACTOR's Cost Recovery Petroleum,
shall be included in CONTRACTOR's Statement of Recovery
of Costs and of Cost Recovery Petroleum referred to n
Article TV of Annex "E" of this Agreement.

(v) Should EGPC or EGAS (as buyer) fail (o enter into a long-term
Gas Sales Agreement with EGPC and CONTRACTOR (as
sellers) within four (4) yecars from the approval date of a Gas
Development Lease  pursuant to Article III, EGPC and
CONTRACTOR shall have the right to take and freely dispose
of the quantity of Gas and LPG 1n respect of which the notice
of Commercial Discovery is given by exporting such Gas and
LP(G , subject to the approval of the competent authorities and
in case EGPC/EGAS is not in need for such Gas or LPG to

meei the needs of domestic markets.

(vi) The proceeds of sale of CONTRACTOR's share of Gas and
L.PG disposed of pursuant to the above sub-paragraph (v) may
be freely remitted or retained abroad by CONTRACTOR.

(vil) In the event EGPC and CONTRACTOR agree to accept new
Gas and LPG producers to jom 1n an ongoing export project,
such producers shall have to contribute a fair and equitable
share ol the mvestment made.,

(viii)(aa) Upon the expiration ol the four (4) year period referred

to in Article VII (¢) (2) (v), CONTRACTOR shall have
the obligation to exert its reasonable etfforts to find an

export market for GGas reserves.
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(bb) In the event at the end of the four (4) vear period referred

(cc)

to under Article VII (e) (2) (v), CONTRACTOR and
EGPC have not entered into a Gas Sales Agreement,
CONTRACTOR shall retain its rights to such Gas
reserves for a further period up to two (2) years, subject
to Article VII (e) (2) (viii} (cc), during which period
EGPC shall attempt to find a market for Gas reserves.

In the event that EGPC and CONTRACTOR are not
exporting the Gas and EGPC & CONTRACTOR have
not entered into a Gas Sales Agreement with EGPC/EGAS
pursuant to Article VII (e) (2) prior to the expiry of six

(6} years from the approval date of a Gas Development
Lease, 1t shall be considered that CONTRACTOR has
assigned the (Gas reserves in respect of which such

notice has been given. And CONTRACTOR does not
accept an offer of a Gas Sales Agreement from EGPC

within six (6) months from the date such offer is made
provided that the Gas Sales Agreement offered to
CONTRACTOR shall take into consideration Gas
prices commensurate with Gas Sales Agreements in the
adjacent and/or comparable Areas in Egypt in terms of
water depth and the reservoir depth to enable a

commercial contract including;
- A suflicient dehivery rate.

- Delivery pressure to enter the National (ras Pipeline
Grid System at the point of delivery.
- Delivered Gas quality specifications not more stringent

than those imposed or required for the National Gas
Pipeline Grid System.

- The (Gas prices as specified m the Gas Sales Agreement.



YN i VY 5 () L8 YA sl — G Jl 5 YA

() (@) &aludl 3alall sy 51 ad Taie J5LaLl o1 o] s s 3 ()
(V) o o Ll e Ll 501 e 3 sl e s oy o ]
SWYI 3 oWl il 13 51 50 dazdl] sie slazel b oo Oyl
lm obpw (1) cw bl we 5Ll G O radl e i gl aa
e S OLasST 5l ede dwadl (54de) e oo digl) I,
ol aie Ol (B A GlaSy ciissT us LW eyl Bl
:&L—Mﬂ l(g)
S Ll 5340 caie sl die Kikate i S 5 S a3 yisy JoLl) Laizal (3]
il b 43yl Sl aiaml 13] o ¢ L3WYI sda garig dbegld JUT ol 3
sty oaide I S a3 i e Joudl Cie Lol ade dahie uds S LU
0559 Al ezl 5 Jy 2l e Codd Soldamy 2L 5 ¥ 3 L LY
(W] 5555 Lo LA 5F il o0) Lo il 5 51 ose ] 5 ad (3,28
sy Al e Ll W3 e ) L ol all Al 3880 56 ag Y
O e gl JjLa.u‘_gé!ﬁrJ s
| gt Wi ())
Ngde Gl paadl ibE e OB dixlis Lo ddsad
S bk Bl !
Joua Ul 4l
e Ly LS, Jylall e o 31 5T S0 TS0 il g ()
S\ 48 ol Jyall L s (1 ldaadly dilial SN ol
- Lle . Lﬁ_g ‘-:JL:-LQ-*JL*

Agla s sl ISl ol Y s -



\q. "\Rm:\_f_jﬁ\vgﬁ(j))ﬁvﬂ JM!“@J‘EJ{}‘

(T)

(9)

(a)

(dd) 1n the event that CONTRACTOR has not entered into a
(ias Sales Agreement pursuant to Article VII (e) (2) or
otherwise lound an acceplable scheme for commercial
disposal of such Gas , at the time of the expiration of
six (6) years from the approval date of a Gas Development
Lease or failing agreement with EGPC on Gas disposal
at the expiration of six (6) years , CONTRACTOR
shall surrender to EGPC such Development Lease (s) in
which Gas discovery 1s made.

(1x) CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commercial Gas Discovery, 1f
Crude O1l has been discovered 1in commercial quantities 1n the
sam¢ Development Lease.

Operations:

It following the reversion to EGPC of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas 1n the same
Development Lease, or if, following surrender of rights to (as
hercunder, CONTRACTOR retains rights to Crude O1l 1n the same
Development Lease, operations to explore for or exploit the
Petroleum, the rights to which have reverted or been surrendered
(Otl or Gas as the case may be) may only be carried out by Operating
Company which shall act on behalf of EGPC alone, unless

CONTRACTOR and EGPC agree otherwise.
Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree upon a
procedure for scheduling tanker lifting from the agreed upon point of
export.
ARTICLE Vili
TITLETOASSETS

EGPC shall become the owner of all CONTRACTOR acquired and

owned assets which assets were charged to Cost Recovery by

CONTRACTOR in connection with the operations carried out by

CONTRACTOR or Operating Company 1n accordance with the

lollowing:

(1) Land shall become the property of EGPC as soon as it 18
purchased.
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(b)

(2} Tule to hixed and movable assets shall be {transferred
automatically and gradually [rom CONTRACTOR (o EGPC as

they become subject 1o recovery in accordance with the

provisions of Article VII; however the full title to fixed and
movable assets shall be transferred  automatically from
CONTRACTOR to EGPC when 1ifs total cost has been
recovered by CONTRACTOR in accordance with the provisions
ol Articie VII or at the time of termination of this Agreement
with respect to all assets chargeable to the operations whether

reccovered or not, whichever first occurs.

The book wvalue of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC or
by Operating Company to EGPC and CONTRACTOR within
thirty (30) days of the end of cach quarter.

(3) All samples and techmcal data shall be transterred to EGPC upon

EGPC's request or at the termination of the Agreement.

During the term of this Agreement and the renewal period EGPC,
CONTRACTOR and Operating Company are entitied to the full use
and enjoyment of all fixed and movable assets referred to above in
connection with operations hereunder or under any other Petroleum
concession agreement entered 1nto by the Parties. Proper

accounting adjustment shall be made. CONTRACTOR and EGPC

shall not dispose of the same except with agreement of the other,

(c} CONTRACTOR and Operating Company may freely import into the

A.R.E., use therein and freely export at the end of such use,

machinery and equipments which they etther rent or lease in
accordance with good mdustry practices, including but not himited to

the lease of computer hardware and software,
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ARTICLEIX

BONUSES

(2) CONTRACTOR/CONTRACTOR Mcmber shall pay to EGPC as an
Assignment Bonus on the date of the GOVERNMENT's approval of
each assignment requested by any ol the CONTRACTOR Members
to any assignec, pursuant to Article XXI, as follows:

1- During any Exploration period (as 1t may be extended),
CONTRACTOR / CONTRACTOR Member assigns m whole or
i part of 1ts rights, privileges, duties and obligations to any
assignee (other than an Affiliated Company of the same
CONTRACTOR /CONTRACTOR Member), CONTRACTOR /
CONTRACTOR Member shall pay to EGPC the sum
cquivalent to ten percent (10%) valued 1n U.S. Dollars of the
total financial commtment of the then current Exploration
period during which the assignment 1s made and according to
the assigned percentage.

2- During the Development period or its extensions, In case
CONTRACTOR / CONTRACTOR Member assigns m whole or
in part of 1ts rights, privileges, duties and obligations to any
assignee (other than an Affiliated Company of the same
CONTRACTOR / CONTRACTOR Member), CONTRACTOR /
CONTRACTOR Member shall pay to EGPC the sum equivalent
to ten percent (10%), valued in U.S. Dollars, of the value of each
assignment deal which could be any of the following:

» The financial valuc to be¢ paid by the Assignec to the Assignor;
or

» The financial commitments for techmical programs /
Development pian; or

» The financial valuc of the rescrves , to be swapped between the

Assignor and the Assignee from the Development Lease(s)
areas; or

* The financial value of shares and/or stocks to be exchanged
between the Assignor and the Assignee; or

« Any other type of deals to be declared.
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During any Exploration phase and after a Development Lease 1s
granted, in case CONTRACTOR / CONTRACTOR Member
assigns in wholc or in part of its rights, privileges, duties and
obligations 1o any assignee (other than an Allilhated Company ol
the same CONTRACTOR /CONTRACTOR Member)
CONTRACTOR/ CONTRACTOR Mcmber shall pay to EGPC

the sum value, in U.S. Dollars, as meniioned m 1- and 2- above.

In case of Assignment in paragraph (a) above, the following bonuses

shall apply:

I)

2)

CONTRACTOR shall pay to EGPC as a Development Lease
bonus the sum of one hundred thousand U.S. Dollars (S100,000)
per each Development Block upon the approval of each
Development Lease.

CONTRACTOR shall pay to EGPC as a Devclopment Lease
Extension bonus the sum ol two hundred thousand U.S. Dollars
($200,000) upon the approval on CONTRACTOR's request to
cnter into the five (5) year Extension Period pursuant to Article
T (d) (111} {bb).

3) CONTRACTOR/ CONTRACTOR Member shall pay to EGPC

the sum of two hundred thousand U.S. Dollars ($200,000), in
case CONTRACTOR or CONTRACTOR Member assigns 1n
whole or 1n part of it's nghts, privileges, duties and obligations
to an Affiliated Company of the same CONTRACTOR/
CONTRACTOR Member, on the date of the GOVERNMENT's
approval of each assignment request.

4) CONTRACTOR shall pay to EGPC the sum of one hundred

thousand U.S. Dollars ($100,000) as a production bonus when
the total average daily production from the Area first reaches
the rate of three thousand (3,000) Barrels of Oi1l per day or
equivalent for a period of tharty (30) consecutive producing

days. Payment will be made within fifteen (15) days thereafter.
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5) CONTRACTOR shall also pay to EGPC the additional sum of

two hundred thousand U.S. Dollars ($200,000) as a production

bonus when the total average daily production from the Area

first reaches the rate of five thousand (5,000) Barrels ot O1l per
day or equivalent for a period of thirty (30) consecutive
producing days. Payment will be made withm fifteen (15) days

thereatter.

6) CONTRACTOR shall also pay to EGPC the additional sum of

7)

three hundred thousand U.S. Dollars ($300,000) as a production

bonus when the total average daily production from the Area

first reaches the rate of ten thousand (10,000) Barrels of Ol per
day or equivalent for a period of thirty (30) consecutive
producing days. Payment will be made within fifteen (15) days

thereafter.

CONTRACTOR shall also pay to EGPC the additional sum of
five hundred thousand U.S. Dollars ($500,000) as a production
bonus when the total average daily production from the Area
first reaches the rate of twenty five thousand (25,000) Barrels of
O1l per day or equivalent for a period of thirty (30) consecutive
producing days. Payment will be made within fifteen (15) days

thereafter.

8) CONTRACTOR shall also pay to EGPC the additional sum of

one million U.S. Dollars ($1,000,000) as a production bonus

when the total average daily production from the Area first
reaches a rate of one hundred thousand (100,000) Barrels of Oil
per day and above or equivalent for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen (15) days thercafter.
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) CONTRACTOR shall pay to EGPC at the beginning of cvery
Financial Year during any of the Exploration periods an amount
equal to fifty thousand U.S. Dollars ($50,000) as a traming
bonus for the tramning of EGPC employees in departments of
Agreements, Exploration , Production and Financial Control
Forcign and Joint Venture companics. CONTRACTOR shall
also pay fifty thousand U.S. Dollars ($50,000) as a training
bonus for the training of EGPC employees from other

departments with a total amount of one hundred thousand U.S.
Dollars ($100,000).

10) CONTRACTOR shall pay to EGPC at the beginning of every
Financial Year during any of the Development periods an
amount equal to fifty thousand U.S. Dollars ($50,000) as a
training bonus for the traimning of EGPC ecmployees 1n
departments of Agreements, Exploration, Production and
Financial Control Foreign and Jomnt Venture companies.
CONTRACTOR shall also pay fifty thousand United States
Dollars ($50,000) as a training bonus for the {raining of

EGPC employees {from other departments with a total
amount of one hundred thousand U.S. Dollars ($100,000).

(b) All the above mentioned bonuses shall in no event be recovered by

(c)

(d)

CONTRACTOR.

In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article 111 (¢) (1v), production
[rom such sole risk area shall be considered for the purposes of this
Article IX only if CONTRACTOR cxcreises its option to sharc in
such production, and only from the mnifial date of sharing.

(Gas shall be taken mnto account for purposes of determining the total
average daily production from the Area under Article 1X (4-8) by
converting daily Gas delivered into equivalent Barrels of daily Crude
(1l production m accordance with the following formula:

MSCF x Hx 0.167 = equivalent Barrels of Crude Ol

Where:
MSCF = one thousand Standard Cubic Feet of Gas.
H = the number of million British Thermal Umits (MMBTU)

per MSCF.
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ARTICLE X
OFFICE AND SERVICE OF NOTICES
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 sutficient power to carry out immediately all local
written directions given to them by the GOVERNMENT or its
representatives under the terms of this Agreement. All lawful regulations

1ssued or hereafter to be issued which are applicable hereunder and not in

contlict with this Agreement shall apply to the duties and activities of the

General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served which are

delivered to the office of the General Manager or which are sent to him
by registered mail to CONTRACTOR's office in the A.R.E.. |

All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chief Executive Officer of EGPC or which

arc sent to him by registered mail at EGPC's main office in Cairo.
ARTICLE Xl
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall takc all proper mecasures, according to
oenerally accepted methods 1n use in the O1l and Gas industry to
prevent loss or waste of Petroleum above or under the ground in any
lorm during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent any
opecration on any well that it might reasonably expect would result in

loss or damage to the well or the O1il or Gas field.
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(b} Upon completion of the drilling of a productive well, Operating

Company shall inform the GOVERNMENT or its representative of
"The Minister of Petroleum and Mmeral Resources” the time when

the well will be tested and the production rate ascertamed.

(¢} Except in instances where multiple producmg formations in the same

(d)

(¢)

well can only be produced economically through a single tubing
string, Petroleum shall not be produced from multiple O1l bearing
zones through one string of tubing al the same time, excepl with the
prior approval ol the GOVERNMENT or its representative, which

shall nol be unreasonably withheld.

Operating Company shall record data regarding the quanfities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the data are obtained. Daily or weekly statistics
regardimg the production from the Area shall be available at all

reasonable times for examination by authorized representatives of the

GOVERNMENT.
Daily dnlling records and the graphic logs of wells must show the
quantity and type of cement and the amount of any other matenals

used m the well for the purpose of protecting Petroleum, (Gas bearing

or fresh water strata.

(f) Any substantial change of mechanical conditions of the well after 1ts

completion shall be subject to the approval of the representative of

the GOVERNMENT.



VoA L id e VWY 3 () 5% YA sl - dau Jsos 41 A YE

i e | D2l |
Gl o Ll;.l.h‘.;l

oo Opinss 7y e 3]sVl S Lleadly Ll 482005 Jsliall s Z2gld oy (1)
o5t 5 A Ol s 3 ) bl sl g 5l Sl L1 5 L850l o g
o i W A Modazy ad Wbl 5s o sablall VARY ) Yo £ o35 &l LA
o\ gl il s 1 g 55 5T on (D13 on ddios Jowy Loy Tk
s VN LD ol s alelly colaghls 5o 1o colually WY of el
PR OREEI0AY U 53 WA U SOV | PP Y SOV VRPN | PR JU | IS W
Sliiny oSy el Connfl gl £ 401 5321y (L coldaal
Lo Lot pdad SISy YT sl pal s olicnns By SO0 5 g Jid
ikl o Sdaias 52l s iy AlS sl g 63, paad = LT 0 oo 5Y
3N 50, e+ LN T e s o oAl i Al e el dpiad
L gty g o jhes L00g0 Salgddl o 0,50, AW oig) Wy ldandl Jiid
A Ol sl b o sl BT o - e ¥l lin pe ]z LS
JE Pl s 5|y Oolicadly VY e GO Y las o LY i (O
o lhenad LW LS ity JyLally gl Jolie 6 s 3, e 1 JLAYI,
oldeald Wy iaisl gl 3 dudge diay Gzl o | (bW oo o sl
U] Y IR U RS- B WL JUCSUPPIN EWR TS 0k {V 1 { IS PN
VAAY Sd Y0 £ 3, 05l il gt 5, il Gl alds L)



VYo YN L ity WY S () 5% YA sal = e M B 2

(a)

(b)

ARTICLE XII
CUSTOMSEXEMPTIONS
EGPC, CONTRACTOR, and Operating Company shall be permitied

to t1mport and shail be exempted from customs duties, any taxes,
levies or fees (including fees imposed by Ministenal Decision No.
254 of 1993 issued by the Mimister of Finance, as now or hereafter
amended or substituted) of any nature and from the importation
rules with respect to the importation of machinery, equipment,
appliances, matenials, items, means of transport and transportation
(the exemption from taxes and duties for cars shall only apply to cars
to be used i operations), electric apphances, air conditioners for

offices, field housing and facilities, clectronic appliances, computer

hardware and software, as well as spare parts required for any of the

imported items, all subject to a duly approved certificate issued by
the responsible representative nominated by EGPC for such purpose,;;
which states that the imported items are required for conducting the
operations pursuant to this Agreement. Such certificate shall be final
and binding and shall automatically resulf in the importation and the

exemption without any further approval, delay or procedure.

Machinery, equipment, appliances and means of transport and
transportation imported by EGPC's, CONTRACTOR's and Operating
Company's contractors and sub-contractors temporarily engaged in
any activity pursuant to the operations which are the subject of this

Agreement, shall be cleared under the "Temporary Release System”

without payment of customs duties, any taxes, levies or fees (including
fees imposed by Ministerial Decision No. 254 of 1993 issued by the

Minister of Finance, as now or hereafter amended or substituted)
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(c)

of any nature ,upon presentation of a duly approved certificate 1ssued
by an EGPC responsible representative nominated by EGPC for such
purpose  which states, that the imported iliems are required [or
conducting the operations pursuant to this Agreement. Items
(excluding cars not to be used in operations) set out in Article X11 (a)
imported by EGPC's, CONTRACTOR's and Operating Company's
contractors and sub-contractors for the aforesaid operations, in order
to be installed or used permanently or consumed shall meet the
conditions for exemption set forth m Article XII (a) after being duly
certified by an EGPC responsible representative to be used for
conducting operations pursuant to this Agreement.

The expatriate employees of CONTRACTOR, Operating Company
and therr contractors and sub-contractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and
charges cxcept within the limits of the provisions of the laws and
rceulations applicablc 1n the A.R.E.. Howcver, personal houschold
goods and furniture (including one (1) car) for each expatriate
employee of CONTRACTOR and/or Operating company shall be
cleared under the "Temporary Release System” (without payment of
any customs duties and other ancillary taxes) upon presentation of a
letter to the appropriate customs authorities by CONTRACTOR or
Operating Company approved by an EGPC responsible representative
that the imported 1tems are imported for the sole use of the expatriate
cmployee and his  family, and that such imported items shall be
re-exported outside the AR.E. upon the repatriation ol the concerned

expatriate employee.



¥ AR T iy VY 3 () 58 YA sdadl - K S50 30 VYA

salel o Jpias o, a5 v oJ b iidlll oy ¢ an gl ddstn day oy (2)
RURU-PC I P JUSE-PS JRE SUVIT 9 [URRr D | FUFSYEIW e[ U { O
LS ode 3‘5-55 G Ly Liodll o s Iy ST pall o s 22y 2.8 od | > s
o g ] b ot o 323 0 gl G0 O a1 i g s ol B 3
J_;,-,L:_iiﬂ’ b..Lh Quﬁiﬁﬂf‘ﬂ_wjj’i hrjif.b;q‘iji F'FJJT l..:.nj;f;:’d.'f_llz_giﬁm
ley‘_,udﬂ;i vy 't-r*aé*‘-ﬁ:ﬁ' #iﬁcﬁjﬁ LS . L@.MMi
b (G gt 25k WLV 0l S5 Jphias §pen 93 e o] TSI b,
aiodl f'_?”".)”} 'r*jlrhﬂ oo bt s i ;L] 3—:5;—4‘%.9-*:” L 3oy ;Lg:il
o boelliy andl b B AL AS ol | B et 48 gy e LS5 (g
Mjlt,gjlj ¢ domy ol J}Mwuxﬂglhﬁ.@;@?! ATWAS,
o Hanzcs il Ol Ll i)« Lot ods 180 S0 o 5 < LieYT iy
il I edast b (ool

w35 (2) 5, sde b adl Lall ol e g5l Lis pe g sf < L2l Wls s
—: JWI ol e ! Ha S amss
anj..lqj ¢ Ay ol LN sa IS e 03 [J o a5 ol J B o
RCOS | | VAN P S POy

sl Ll e e a5l e (D) 5,480 3 ade Lo skl s e g Y (o)
piy K 830y Wio e b Il dgalden ol a5 (g COLS 13] 5 pmne
TP I TCH VDU (W11t | PO ARG JONR D S JE TR | I I P
gon T g nldl €301 8 Leadhnuly bagl 8 o550 3e¥ly 53 o) Ll
b 3 gl | ¢ o] ZAISS o (/) BU 55 i o0 o281 Y
dos ol ol o) ) S BLo| day oS5 LS ot 4 g )] L)

oo ekl sl iy 8 531 Lo ol oo oty gl Jyliadd oS5 ()
Sl 5l i ez gy ol o ol i L] e o 43! o) sy kel
. ;.;LE:&’ b:\.ﬂ.lﬁm_g JJJ*L;I_&WMJFT fm‘ﬁ.mj_gT u.hjljé L;ij]:




VYA YN AT VY B () e YA saadl - da Il 4

(d) Iems imported into the A.R.E. whether exempt or not exempt from

customs duties and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
EGPC's approval, which approval shall not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such 1tcms have been alrecady cxempt, being
applicable. Such 1tems may be sold within the A.R.E. alter obtaining
the approval of EGPC which approval shall not be unrcasonably
withheld. In this event, the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tariff
applicable on the date of sale, unless such 1tems have already been
sold to an Affiliated Company of CONTRACTOR, 1if any, or EGPC,
having the same exemption, or unless title to such items (excluding
cars not used 1n operations) has passed to EGPC.

In the event of any such sale under this paragraph (d), the proceeds
from such sale shall be divided in the following manner:

CONTRACTOR shall be entitled to reimbursement of 1ts unrecovered
cost, if any, 1in such items and the excess, if any, shall be paid to EGPC.

(¢} The exemption provided for in Article XII (a) shall not apply to any

(f)

imported 1tems when items of the same or substantially the same
kind and quality arc manufactured locally mecting CONTRACTOR's
and/or Operating Company's specilications for quality and salety and
are avallable for timely purchase and delivery in the A.R.L. at a price
not higher than ten percent (10%) of the cost of the mported item,
betore customs duties but after freight and insurance costs, if any,
have been added.

CONTRACTOR, EGPC and their respective buyers shall have the
right to export the Petroleum produced from the Area pursuant to this
Agreement and such Petroleum shall be exempted from any customs
duties, any laxes, levies or any other imposlts in respectl ol the export
of Petroleum hereunder.
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ARTICLE XIili
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Operating Company shall each maintain

(b)

(c)

at their business offices mm the A.R.E. books of account, in
accordance with the Accounting Procedure i Annex "E" and
accepled accounting practices generally used 1n the Petroleum
industry, and such other books and records as may be necessary to
show the work performed under this Agrcement, including the
amount and value of all Petroleum produced and saved hereunder.
CONTRACTOR and Operating Company shall keep their books of
account and accounting records m United States Dollars.

Operating Company shall furnish to the GOVERNMENT or its
represeniatives monthly retuns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared n the
form rcquircd by the GOVERNMENT, or its representative and
shall be signed by the General Manager or by the Deputy General .
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representative within thirty (30) days after
the end of the month covered in the returns.

The aftoresaid books of account and other books and records referred

to above shall be available at all reasonable times for mspection by
duly authorized representatives of the GOVERNMENT,

CONTRACTOR shall submit to EGPC a Profit and Loss Statement of

1ts Tax Year not later than four (4) months after the commencement

ol the Tollowing Tax Year Lo show 1its netl profit or loss from the

Petroleum operations under this Agreement for such Tax Year.

CONTRACTOR shall at the same time submit a year-end Balance
Sheet for the same Tax Year to EGPC. The Balance Sheet and
financial statements shall be certified by an Egyptian certified

accounting firm.
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ARTICLE X1V
RECORDS, REPORTSAND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare and, at all

(b)

trmes while this Agreement 1s 1n force, maintain accurate and current

records of 1ts operations n the Area. CONTRACTOR and/or
Operating Company shall furnish the GOVERNMENT or its
representative, in conformity with appiicable regulations or as the
GOVERNMENT or its representative, i accordance with sound and
accepted Petroleum industry practices, may require mformation and
data concerning 1ts operations under this Agreement. Operating
Company will perform the functions indicated in this Article XIV in
accordance with its role as specified in Article V1.

CONTRACTOR and/or Operating Company shall save and keep for
a reasonable period of time a representative portion of each sample
of cores and cuttings taken from drilling wells, to be disposed of, or
forwarded to the GOVERNMENT or its representative in the manner
dirccted by the GOVERNMENT. All samples acquircd by
CONTRACTOR and/or Operating Company for their own purposes

shall be considered available for inspection at any reasonable time by
the GOVERNMENT or 1ts representatives.

(¢} Unless otherwise agreed to by EGPC, in case of exporting any rock

samples outside A.R.E., samples equivalent 1n size and quality shall,
before such cxportation, be delivered to EGPC as representative of
the GOVERNMENT.

(d) Originals of records can only be exported with the permission of

EGPC; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A.R.E. may be
exported 1f a monitor or a comparable record, i1f available, 1s
maintained 1in the A.R.E. and provided that such exports shall be
repatriated to A.R.E. promptly following such processing or analysis
on the understanding that they belong to EGPC.
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(¢} During the period CONTRACTOR 15 conducting the Exploration
operations, EGPC's duly authorized representatives or employees
shall have the right to full and complete access to the Area at all
reasonable times with the right to observe the operations bemng
conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGPC's representative, in exercising 1ts rights
under the preceding sentence of this paragraph (&), shall not interfere
with CONTRACTOR's operations. CONTRACTOR shall provide
EGPC with copies of any and all data (including, but not limited
to, geological and geophysical reports, logs and well surveys)

mformation and mterpretation of such data, and other intormation in

CONTRACTOR's possession.

For the purpose of obtaining new offers or carrying out regional
studies, the GOVERNMENT and/or EGPC shall after the end of the |
first Exploration period, show any other party nﬁn-interpreféd basic
ocophysical and geological data with respect t:j_'-'the_ original Areca
unless CONTRACTOR agrees to a shorter period,
ARTICLE XV |
RESPONSIBELIT‘_( FOREDAMAGES

CONTRACTOR shall entirely and solely be responsible m law toward
third parties for any damage caused by CONTRACTOR's and/or Exploration
opcrations and shall indefnnify the GOVERNMENT and/or EGPC
against all damages for which they may be held liable on account of any

such operations.
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However, any damage resulting from issuing any order, regulation or
dircction of the GOVERNMENT of the Arab Republic of Egypt whether
in the form of a law or otherwise, EGPC and/or CONTRACTOR shall be
exempted from the responsibility of non-performance or delay of any
obligation hereunder, 1n consequence of 1ssuing these orders, regulations
or directions in the limitation of imposing these orders, regulations or
directions. CONTRACTOR shall be granted the necessary period to
restore the damage done of the non-performance or delay by adding a
pcriod to the period of the Agreement, with respect to the Block or
Blocks affected by these orders , regulations or directions.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the Operations
conducted thereon. Such representatives may examine the books,
regisiers and records of EGPC, CONTRACTOR and Operating Company
and make a reasonable number of surveys, drawings and tests for the
purpose of enforcmg this Agreement. They shall, for this purpose, be
cntitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistancc by the agents and employces of CONTRACTOR or Opcrating
Company so that none of the activities shall endanger or hinder the safety
or efficiency of the operations. CONTRACTOR or Operating Company
shall offer such representatives all privileges and facilities accorded to 1its
own employees 1 the held and shall provide them, Iree of charge, the use
ol reasonable oflice space and of adequately (umished housing while
they are mn the field for the purpose of facilitating the objectives of this Article.
Without prcjudice to Article X1V (¢) any and all information obtaincd by
the GOVERNMENT or its representatives under this Article XV1I shall
be kept confidential with respect to the Area.
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ARTICLE XVII
FMPLOYMENT RIGHTSAND TRAINING OF

ARAB REPUBLIC OF EGYPT PERSONNEL
(a) It 1s the desire of EGPC and CONTRACTOR that operations

hereunder be conducted in a business-like and etticient manner:

(1) The expatriate admimstrative, protessional and technical personnel
cmployed by CONTRACTOR or Operating Company and the

personnel of its contraclors for the conducl of the operations
hereunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministerial Order No. 8180 of
1996 as  amended, and CONTRACTOR agrees that all
immigration, passport, visa and employment rcgulations of the
A.R.E., shall be applicable 1o all ahen employees. of
CONTRACTOR working in the A.R.E..

(2) A mmimum of twenty-five percent (25%) ol the combined
salaries and wages of ecach of the expatriate administrative,
professtonal and  technical personnel employed by
CONTRACTOR or Operating Company shall be paid monthly

in Egyptian Currency,
(b) CONTRACTOR and Operating Company shall each select its

employees and determine the number thereof, to be used for

operations hercunder.

(¢} CONTRACTOR, shall aftér consultation with EGPC, prepare and
carry out specialized training programs for all its A.R.E. employees
engaged 1n operations = hereunder with respect to applicable and
financial aspects of the Petroleum industry. CONTRACTOR and
Operating Company shall give preference to the employment ol

qualified Lgyptian nationals.
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(d) Durmg Exploration and Development phases, CONTRACTOR shall
give mutually agreed numbers of EGPC employees an opportunity
to attend and participate in CONTRACTOR's and CONTRACTOR's
Aftihated Companies training programs relating to Exploration and
Development operations, with annual total cost fifty thousand
($50,000) U.S. Dollars In the event that the total cost of such programs
1s less than fifty thousand ($50,000) U.S. Dollars in any Financial
Year during such period, CONTRACTOR shalil pay EGPC the amount
of the shortfall within thirty (30) days following the end of such
Financial Year. However, EGPC shall have the right that said
amount fifty thousand ($50,000) U.S. Doliars allocated for training,
be paid directly to EGPC for such purpose.

ARTICLE XVII|
LAWSAND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law
No. 66 of 1933 for Mines and Quarries (excluding Article 37 thereof)

and 1ts amendments and the regulations 1ssued for the

impiementation thercof, including the regulations for the safc and
efficient performance of operations carried out for the execution of

this Agreement and for the conservation of the Petroleum resources

of the A.R.E. provided that no regulations, or modification or

interpretation thereof, shall be contrary to or mconsistent with the
provisions of this Agreement.

(b) CONTRACTOR and Operating Company shall be subject to the

provisions of the Law No. 4 of 1994 concerning the environment and

its ¢xccutive rceulation as may be amended, as well as any laws or
rcgulations may be i1ssued, concerning the protection of the

environment.
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(¢) Except as provided in Article Hl (g) for Income Taxes, EGPC,

CONTRACTOR and Operating Company shall be exempted I{rom
all taxes and duties, whether imposed by the GOVERNMENT or
municipalities including among others, Sales Tax, Valuc Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporting or transporting ol Petroleum and LPG as well as any and
all withholding taxes that might otherwise be 1mposed on dividends,
interest, technical scrvice fees, patent and trademark royalties, and
similar items. CONTRACTOR shall also be exempted from any tax
on the hquidation of CONTRACTOR, or distributions ol any income
to the sharcholders of CONTRACTOR, and from any tax on capital.

The rights and obligations of EGPC and CONTRACTOR hercunder,
and lor the ellective term ol this Agreement shall be governed by
and 1 accordance with the provisions of this Agreement and can
only be altered or amended by the written mutual agreement of the
said contracting parties in the same procedures by which the original
Agreement has been 1ssued.

(¢) The contractors and sub-contractors of CONTRACTOR and Operating

()

(2)

Company shall be subjcct to the provisions of this Agrcement which
affect them. Insofar as all regulations which are duly 1ssued by the
GOVERNMENT apply from time to time and are not in accord with
the provisions of this Agreement, such regulations shall not apply to
CONTRACTOR, Operating Company and their respective
contractors and sub-contractors, as the case may be.

EGPC, CONTRACTOR, Operating Company and their respective
contractors and sub-contractors shall for the purposes of this
Agreement be exempted from all professional stamp duties, imposts
and levies imposed by syndical laws with respect to their documents
and activities hereunder.

All the exemptions from the application of the A.R.E. laws or
rcgulations grantcd to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently 1n
eftect or hereafter amended or substituted.
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ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the cconomic intercst of this Agrecmcnt to the dctriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the A.R.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notily EGPC of the subject legislative
or regulatory measure and also the consequent effects upon issuing
legislation or regulation which impact on the stabilization. In such case,
the Parties shall negotiate possible modifications to this Agreement
designed to restore the economic balance thereof which existed on the
Effective Date.

The Parties shall use their best efforts to agree on amendments to this

Agreement within ninety (90} days from aloresaid notice.

These amendments to this Agreement shall not 1n any event diminish or
increase the righls and obhigations of CONTRACTOR as these were
agreed on the Eftective Date.

In case of the parties’ failure to solve the disputes, Article XXIV of this
Agreement shall be applied.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent cxpectation
of war or internal causes, the GOVERNMENT may requisition all or
part of the production {rom the Area obtaimned hereunder and require
Operating Company to icrease such production to the utmost
possible maximum. The GOVERNMENT may also requisition the
Ol and/or Gas field itself and, 1f necessary, related facilities.



YoAR T B VY 8 () LS YA sadl = B J5 0 V£

gt 5 Jolally gl 5 s ay W1 MmN e (¥ AL el Ji 5 ()
C oMt i e o2, Olgmy o et dpo | iy S Ollasn,

il i ol e Sl Lol L 5055 51,5 camst YT e Mzl oy ()
w;;w;‘ﬂr‘héﬂemtil’WQTJi g sl ol wildy LN Jiss
oo LG Tylasl J5lalls dogdl ay hass iy g

)l o5 0 ks S 5 5,88 e U b o oS! o D 3 ()
sl S LMoY s e YoalS Ly a5 Wl
30l L e waes 1LY GI (V)

o amin J g oty oy doa St acim el o IS cpad JolS 2 Uiy &y gy cilads ()
Y e e 5,0Y1 S gmas ae

0 o ppie 35 5 ¥ o eV o gl Gt Sy 5 6l 0 ¢ U3 e

saoed b UM el Y J s L Sl ot Ll @L,ll 23 3 (3) 5,44

Sl ade Jamadhdy mdl s iy g I gl AL LSS Y

) 5,8l U e Wb JyUal) ada,

9 peiitd 19 Sl [ Bl f
J )

IS o8 e ) 88,2 51 e G 5l of JUl Sl dagdl e Y e Y (D)
o g T3l 0 om0 5,8l w3lalsdl ol Wil ly o) wiljlel 5T a8 g amy
N I VU3 GOV V- ORIV U1 WS 7% - TUUOU % - TOR 7 8
JES P T P RS, P S O [P, I VY - PSR CH B WP
395 (8,20 Jle Ll oo s e JGl pize / Jpak 5 e Loy ails s
Jradl 3 i dd L oY1 Jaas JeaNl pes 5 0 Lo S e iyleS 33 4o
faU 180 3l le) U o gl cud sy Lo 131 Lue J5Lad! ol dad ! e

A pe el




(b) In any such case, such requisition shall not be etfected except atter
inviting EGPC and CONTRACTOR or their representative by
rceistered letter, with acknowledgement of receipt, to cxpress their
views with respect Lo such requisition,

(c) The requisition of production shall be cffected by Ministerial Order.
Any requisition ol an Oil and/or Gas field, or any related [acilities
shall be effected by a Presidential Decree duly notified to EGPC and
CONTRACTOR.

(d) In the event of any requisition as provided above, the GOVERNMENT
shall indemnify in full EGPC and CONTRACTOR for the period
during which the requisition s maintained, mcluding:

(1) All damages which rcsult from such requisition; and

(2) Full repayment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such
production,

Howecever, any damage resulting from encmy attack 1s not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in
accordance with Article VII (c).

ARTICLE XXI

ASSIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person, firm or
corporation, i whole or 1n part, any of 1ts rights, privileges, duties or
obligations under this Agreement either directly or indirectly
(indircct assignment shall mean, for examplc but not limited to , any
sale, purchase, transler ol stocks, capiial or assels or any other action
that would change the control of CONTRACTOR/CONTRACTOR
Member on its share in the company's capital) without the written
consent of the GOVERNMENT, and in all cases priority shall be
oiven to EGPC, if it so desires, to obtain such interest intended to be
assigned (excepl assignment to an Aflihated Company of the same
CONTRACTOR Member).
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(b) Without prejudice to Article XXI (a) , CONTRACTOR may assign

(c)

(d)

all or any of 1ts nights, privileges, duties and obligations under this
Agreement to an Affilated Company of the same CONTRACTOR/
CONTRACTOR Member, provided that CONTRACTOR shall
notity EGPC and the GOVERNMENT 1n writing and obtain the
written approval of the GOVERNMENT on the assignment.

In the casc of an assignment either in a whole or in a part to an
Allihated Company, the assignor together with the assignee shall
remain jointly and severally liable for all duties and obligations of
CONTRACTOR under this Agrecment provided such Affiliated
Company remains in the same capacity as an Afliliated Company,

To enable consideration to be given to any request for such

GOVERNMENT's consent referred to 1n (a) or {(b) above, the

following conditions must be fulfilled:

(1} Thce obligations of the assignor deriving from this Agrecement
musl have been duly fullilled as of the date such requestl 1s
made,

(2) The instrument of assignment must include provisions stating
precisely that the assignee 18 bound by all  covenants contained
i this Agreement and any modilications or additions 1n writing
that up to such time may have been made. A draft of such
instrument of assignment shall be submitted to EGPC for review
and approval before bemg formally executed.

(3) The assignor(s) must submit to EGPC reasonable documents that
evidence the assignee's fmancial and technical competence, and
the documents that confirm the atfihiation of such company to
the CONTRACTOR/CONTRACTOR Member.

Any assignment, sale, transfer or other such conveyance made

pursuant to the provisions of this Article XXI shall be free of any

transfer, capital gamns taxes or related taxes, charges or fees including
without hmitation, all Income Tax, Sales Tax, Value Added Tax,

Stamp Duty, or other Taxes or simifar payments.
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(¢) Once the assignor and a proposed third party assignee, other than an

()

Affiliated Company, have agrced the final conditions of an

assignment, the assignor shall disclose 1n details such final
conditions, mcluding the value of each assignment deal valued in
U.S. Dollars, in a written nofification to EGPC. EGPC shall have the
right to acquire the intercst intended to be assigned, 1f within nincty
(90) days from assignor's written notification, EGPC delivers to the
assignor a written notification that it accepts the same conditions
agreed to with the proposed third party assignee. If EGPC does not
decliver such notification within such nincty (90) day period, the
assignor shall have the right to assign to the proposed third party
assignee, subject to the Government approval under paragraph (a) of
this Article.

In the event that EGPC exercises 1ts option to acquire the interest
intended to be assigned and 1I a joint operating agreement 1s not
already existing among the CONTRACTOR Members including
the assignor, EGPC and CONTRACTOR shall negotiate in good
faith to enter mnto a joint operating agreement, according to the model
published by the Association for International Petroleum Negotiators
to finalize such agreement within one hundred and twenty (120) days
from EGPC's notification. If EGPC and CONTRACTOR cannot

agree on a joint operating agreement within such one hundred and

twenty (120) day period, the assignor shall have the right to assign to
the proposed third parly assignee, subject 1o the Government

approval under paragraph (a) of this Article.

As long as the assignor shall hold any mnterest undcer this Agreement,
the assignor together with the assignee shall be jointly and severally
liable for all duties and obligations of CONTRACTOR under this

Agreement.
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ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL

(a} The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR,
the following instances:

(1)

(2)

(3)

(4)

(5)

If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration for the
¢cxccution of this Agrecement;

If 1t assigns any interest hereunder contrary to the provisions of
Article XXI;

11t 15 adjudicated bankrupt by a court of competent jurisdiction;

It 1t does not comply with any final decision reached as the result

of court proceedings conducted under Article XXIV (a);

If 1t intentionally extracts any mineral other than Petroleum not
authorized by this Agreement or without the authority of the
GOVERNMENT, except such extractions as may be
unavoidable as the resull ol the operations conduciled hereunder
in accordance with accepted Petroleum mndustry practice and which

shall be notified to the GOVERNMENT or 1ts representative as
soon as possible; and

(6) If it commits any material breach of this Agreement or of the

provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
Agreement.

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR 1m accordance with the provisions of this
Agrecement, and, in the event of such cancellation,
CONTRACTOR, shall have the right to remove [rom the Area
all 1ts personal property.
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(b) If the GOVERNMENT deems that one of the aforesaid causes {other

(a)

than a force majeure cause referred to 1in Article XXIII) exists to
cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90) days written notice personally served on CONTRACTOR's
General Manager 1n the legally official manner and receipt of which
1s acknowledged by him or by his legal agents, to remedy and
remove such cause; but 1f for any reason such service 1s 1mpossible
due to unnotified change of address, publication 1 the Oftficial Journal
of the GOVERNMENT of such notice shall be considered as vahd
service upon CONTRACTOR. Il at the end ol the said ninety (90)

day notice period such cause has nol been remedied and removed,

this Agreement may be canceled {forthwith by Order or Presidential
Decree as aforesaid; provided however, that 1f such cause, or the
[atlure to remedy or remove such cause, resulls from any act or omission
of one party, cancellation of this Agreement shall be effective only

against that party and not as against any other party hereto.
ARTICLE XXil|
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and to the extent that, such

non-performance or delay 1s caused by force majeure. The period of

any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for the
performance of such obligation and for the performance of any

obligation dependent thereon and consequently, to the term of this

Agreement, but only with respect to the block or blocks affected.



YA Lo i VY 3 () LS YA susdl = Teaw i 30 Y0

oy Lo o pladly AU ol ol o pgde Glad 2 5 L1 5,01 350y deady ()
o b ety Ol ol o G sl et ol pleae ol 3,8 f 51 a5, e Lias
s e T20 jud AT o ol 5 llaas S 551 5l idlee oLl ko
i U T e 51 S5 o8 e s Lo (5 1 Syl gl il o S
1ol Il 2l s ¥ L Ol 03 e e gl 055 0 o ¢ 0,873
i ghall 3aud] S ade 5 ! Lagos

Chadli¥ ods B a3 O e ety o Loy 0,53 e L DSV e aa ()
Ll e gt sl 5l Jsllls 2l o I8 L i e L1 2a S Joms Y
! Ll 5 Ll 5,0 eV o e U i (0,55 5, 5l 34 5] Ll
C 35U sdes

O ity L 3licel gl 1 A ¥ Comadl 58 = W21 5,0 N 5, Al i 13] ()
sgd Ty wilal il e ol 8 Ll 80 Joll s gl (1) dzu 3l Al
O 033 L)) o Ly (8) a5 Uil g 3 LiSY
o5 Gl oo Lol L g L Jomns,

9 1 dal ol DAl
e 1) s el

aesd 51 LY s e OB LS oy Lt 2Wae 5l MG Sl ¢ 155 6l (D)

foo g s sl Sl J1 o ey ST el ol L SV L shas

.uwwbh:}qu@d|i@j|MJﬁuﬁt|}d|£Mu



VOV Y NS L iy VY S () LS YA il - da I B0y

(b) "Force Majcure” within the meaning of this Article XXIIH, shall be

(€)

(d)

any act of God, insurrection, riot, war, strike, and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of EGPC and CONTRACTOR or either of them, whether
or not similar to the foregoing, provided that any such cause 1s
beyond the reasonable control of EGPC and CONTRACTOR, or

either of them.

Without prejudice to the above and except as may be otherwise
provided hercin, the GOVERNMENT shall incur no responsibility
whatsoever to EGPC and CONTRACTOR, or either of them for any
damages, restrictions or loss arising in consequence of such case of

force majeure hereinafter referred to in this Article.

1f the force majeure event occurs during the mmtial Exploration period
or any extension thereol and continues mn elfect lor a period ol six (6)
months CONTRACTOR shall have the option upon ninety (90) days
prior written notice to EGPC to terminate 1ts obligations hereunder

without further hability of any kind.
ARTICLE XXIV
DISPUTESAND ARBITRATION

Any dispute, controversy or c¢laim arising out of or relating to this
Agreement or the breach, termmation or mvalidity thereot, between
the GOVERNMENT and the parties shall be referred to the
jurisdiction of the appropriate courts of A.R.E. to scttlc any dispuic
arising on the interpretation or the cxecution of any term of this

Agreement.
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(b) Any dispute, controversy or c¢laim arising out of or relating to this

(€)
(d)

(€)

()

Agreement, or breach, termination or invalidity thereof betwecn
EGPC and CONTRACTOR shall be settled by arbitration 1n
accordance with the Arbitration Rules of the Cairo Regional
Center for International Commercial Arbitration (the Center) in
eftect on the date of this Agreement, the approval of the Mimister of
Petroleum 1s provided in case EGPC only turn to arbitration. The
award of the arbitrators shall be final and binding on the parties.

The number ol arbitrators shall be three (3).

Each party shall appoint one arbitrator. If, within thirty (30) days
after receipt of the claimant's notification ot the appointment of an
arbitrator the respondent has not notified the claimant in writing of

the name of the arbitrator he appoints, the claimant may request the

Center to appoint the second arbitrator.

The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within thirty
(30) days after the appomtment of the second arbitrator, the two

arbitrators have not agreed upon the choice of the presiding
arbitrator, then cither party may request the Secretary General of the
Permanent Court of Arbitration at thc Hague to dcsignate the
appointing authority. Such appomting authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shall be a person of a nationahity other than
A.R.E. or CONTRACTOR's nationality and of a country which has
diplomatic relations with both A.R.E. and CONTRACTOR's
nationality and who shall have no economic mnterest i the Petroleum
business of the signatories hereto.

Unless otherwise agreed by the parties to the arbitration, the

arbitration, mcluding the makmg of the award, shall take place n
Cawro, A.R.E..
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(2)

(h)

The decision of the arbitrators shall be final and binding upon the

Parties, including the arbitration fees and all the related 1ssues and
the execution of the arbitrators decision shall be referred to the
appropriate courts according to the Egyptian laws.

Egyptian Law shall apply to the dispute except that in the event of
any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducted m both Arabic and
English languages.

(1) EGPC and CONTRACTOR shall agree that 1f, for whatever reason,

(a)

arbitration m accordance with the above procedure cannot take place,
all disputes, controversies or claims arising out of or relating to this
Agreement or the breach, termination or invalidity thereof shall be
settled by ad hoc arbitration in accordance with the UNCITRAL
Rules 1n effect on the Effective Date.

ARTICLE XXV

STATUSOF PARTIES

The rights, duties, obligations and liabilities in respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construcd as constituting an association or corporation or partncrship.

(b) CONTRACTOR shall be subject to the laws of the place wherce it 1s

mncorporated regarding 1ts legal status or creation, organization,
charter and by-laws, shareholding, and ownership.

CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable m the A.R.E. and shall not be offered for
public subscription nor shall be subject to the stamp tax on capital
shares nor any tax or duty m the A.R.E.. Any procedure carried out

by CONTRACTOR/CONTRACTOR Member in A.R.E. or ouiside
A.R.E. that leads to change of control of the CONTRACTOR /
CONTRACTOR Member on 1ts share in the company's capital,
shall bec subject to the proccdurcs and provisions of Article IX"
Bonuses" and Article XXI "Assignment". CONTRACTOR shall be
exempted from the application of Law No. 159 of 1981 as amended.
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(¢} In case CONTRACTOR consists of more than one member, all
CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORSAND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and their
contractors shall:

(a) Give priority to local contractors and sub-contractors, including
EGPC's Affiliated Companies as long as their performance 1s
comparable with international performance and the prices of their
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

(b) Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and time of.
delivery are comparable to internationally available materal,
equipment, machinery and consumables. However, such material,
equipment, machinery and consumables may be 1mported lor
operations conducted hcercunder if the local price of such items at
CONTRACTOR's or Operating Company's operating base in A R.E.
1s morc than ten percent (10%) higher than the price of such
imported items before customs duties, but after transportation and
mnsurance costs have been added.

ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agreement shall, before the appropriate
courts of A.R.E., bc referred to in construing or intcrpreting this
Agrcement; provided however , that in any arbitration pursuant to
Article XXIV herein above between LEGPC and CONTRACTOR the
Enghish and Arabic versions shall both be referred to as having equal
force 1n construing or mnterpreting this Agreement.
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ARTICLE XXVII]
GENERAL

The headings or titles to each of the Articles to this Agreement are solely
tor the convenience of the parties hereto and shall not be used with

respect to the Interpretation of said Articles.

ARTICLE XXIX
COPIESOF THE AGREEMENT

This Agreement 1s 1ssued of four (4) i1dentical originals, the Government
and EGPC retain three (3) originals, CONTRACTOR retains one (1)
original of this Agreement to act In accordance to its provisions if

NCCCssary.

ARTICLE XXX

LEGAL HEADQUARTERES

The parties approved that the address supplemented to their entity m the
preface 1s their chosen address for notification, all notices sent and
correspondences recetved 1n such address are considered valid with the
outcome of all its legitimate effects. In the cvent any of the partics
changes the aforesaid address, such Party shall notify the other Party by a
regisiered letter upon receipt otherwise, the correspondence only senl to
the aforementioned address 1s to be considered valid with the outcome of

all its legitimate effec
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ARTICLE XXXI
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto unless
and until a law 1s 1ssued by the competent authorities of the A.R.E.
authorizing the Mmister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement 1s signed
by the GOVERNMENT, EGPC, and CONTRACTOR,

EGYPTIAN NATIONAL PETROLEUM FOR EXPLORATION
AND DEVELOPMENT COMPANY

I|n his capacity

EGYPTIAN GENERAL PETROLEUM CORPORATION

|n his capacity

ARAB REPUBLIC OF EGYPT

In his capacity
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ANNEX"A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
EGYPTIAN NATIONAL PETROLEUM FOR
EXPLORATION

AND DEVELOPMENT COMPANY
IN

SOUTH EAST ABU SENNAN AREA
WESTERN DESERT
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSI ON AREA

Annex "B" 1s a provisional illustrative map at an approximate scale
of 1 : 200.000 showing the Area covered and aftected by this Agreement.

- The Area measures approximately one thousand and Four square
kilometers and five hundred eighty square meters (1004.58 km?) of
surface Area. It is composed of all or part of Exploration Blocks, the
whole Blocks are defined on three (3) minutes latitude by three (3)
minutes longitude grid.

- It 18 to be noted that the dehneation lines of the Area 1 Annex "B" are
intended to be only illustrative and provisional and may not show
accuratcly their true position in relation to existing monuments and
geographical features.
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Coordinates of the corner points of the Area are given 1n the following

table which forms an integral part of Annex "A" :

BOUNDARY COORDINATES
OF
SOUTH EAST ABU SENNAN
AREA

WESTERN DESERT

(0.00"

POINT NO. LATITUDE L ONGITUDE

00.00"

00.00"

00.00"

00.00"

00.00"

00.00"

00.00"

(0.00"

00.00"

(0.00"

00.00"

00.00"

(0.00"

00.00"

00.00"

00.00"

00.00"

00.00"

00.00"

(0.00"

00.00"

G(.00"

00.00"

00.00"

00.00"

()0.00"

00.00"
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FPOINT NO. LATITUDE LONGITUDE

127 43.007

00.00"

22.00"

29°

09’

35.00"

(0.00"

04’

20.00"

00.00"

00.00"

o0

00.00"

00.00"

00.00"

00.00"

00.00"

00.00"

(0.00"

00.00"

00.00"

00.00"

00.00"

00.00"

(0.00"

(J0.{(0"

00.00"

00.00"

00.00"

00.00"

00.00"

00.00"

00.0("

00.00"

00.00"

00.00"

(0.00"

00.00"

00.00"

300 00.00"

29°

00.00"

21" 00.00"
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Exeluded Areas
Area(a)
297 23" 00.00" 297 17 00.00"
220 00.00" 29° 17 00.060"

00.00" 29° 16"  00.00"

(0.00" 297 16"  00.00"

00.00" 29° 15" 00.00"

00.00" 29° 15" 00.00"
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ANNEXN (B}
CONCESSTON AGREEMENT
FOR PETROLELM
EXPLORATION AND EXPLOUTATHON
BETWEEN
THE ARAR BEEPURLIC OF EGYPT

AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
THE EGYFTIAN NaTIONAL PETROLEUM ¢
JEXPLOBRATION AND DEVELOPMENT COMPANY
I~ -
SOUTH EAST ABU BENSAN AREA
WESTERN DESERT
AKE. ] =N :
SCALE 1 ;204 o0 = 3
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ANNEX “ B ™
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ANNEX (R iw}a}m
CONCESSION AGREEMENT 4,045
FOR FETROLELM ARt y gl O o S0

EXPLOBRATION AND EXPLINTATION i

BETWEEN T T

THE ARAB REPUBLIC OF EGYIT Rtk B

AN ¢ .
OTHE BGYPTIAN GENERAL PETROLELM i 3 etlnd] g ol 4y
CORPORATEION

AND
THE EGYPTIAS SATHISAL PETROEEL M
FXPLORATHIN AND BEVELOPMVENT
E :1%5'1’%{’5*

N
SOUTH EAST ABU SENNAN AREA
WESTERN DESERT

SCALE 1 ¢ 200 6 :
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ANNEX " C-1"
| etter of Guaranty

L etter of Guaranty No. - (Cairo -—-----—--- 200--)
EGYPTIAN GENERAL PETROLEUM CORPORATION.

Gentlemen,
The undersigned, National Bank of Egypt (or any bank operating in A.R.E.
under the supervision of the Central Bank of Egypt and that has credit rating

not less than that of A.R.E.) as Guarantor, hereby guarantees to the
EGYPTIAN GENERAL PETROLUEM CORPORATION (hercmafter
referred to as "EGPC") to the limit of one million U.S. Dollars ($1,000,000),
the performance by "EGYPTIAN NATIONAL PETROLEUM FOR
EXPLORATION AND DEVELOPMENT COMPANY" (heremafter referred
to as "CONTRACTOR") of its obhgations required for Exploration operations
to spend a minimum of one million U.S. Dollars ($1,000,000) during the

initial five (5) vears of the Exploration period under Article IV of the
Concession Agreement 1ssued by Law No. - (hereinalter
referred to as the "Agreement") covering SOUTH EAST ABU SENNAN
AREA, WESTERN DESERT, described in Annexes "A" and "B" of said
Agreement, by and between the Arab Republic of Egypt (hereinafter
referred to as "A.R.E."), EGPC and CONTRACTOR, dated ~=~---- ,

It 1s understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
said one million U.S. Dollars ($1,000,000) by the amount of money
expended by CONTRACTOR for such Exploration operations during
cach such quarter. Each such reduction shali be established by the joint
written statement of CONTRACTOR and EGPC.

In the event of a claim by EGPC of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
minitmum expenditure obligations under Article TV ol the Agreement,
there shall be no liability on the undersigned Guarantor for payment to
EGPC unless and until such liability has been established by written
statement of EGPC setting forth the amount due under the Agreement.
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|t isafurther condition of thisLelter of Guaranty that:

(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and EGPC that the Agreement between CONTRACTOR, A.R.E. and

EGPC has become eifective according to 1ts terms and said Guaranty

shall become cffective on the Effective Date of said Agreement.
(2) This Letter of Guaranty shall in any event automatically expire:
(a) Five (5) years and six (6) months after the date it becomes
effective, or
(b} At such time as the total of the amounts shown on quarterly joint
statements of EGPC and CONTRACTOR equals or exceeds the
amount of said mmimum expenditure obligation, whichever 1s
carlicr. '
(3) Consecquently, any claim, n respect thercof should be made to tﬁe-
Guarantor prior to either of said expiration dates at the latest
accompanied by EGPC's wnitten statement, setting forth the amount
of under-expenditure by CONTRACTOR to the ctfect that:
(a) CONTRACTOR has failed to perform its expenditure obligations
referred to in this Guaranty, and

{b) CONTRACTOR has failed to pay the expendifure deficiency to
EGPC.

Please return to us this Letter of Guaranty 1 the event 1t does not become

elfective, or upon the expiry date.

Yours Faithfully,
F AT O Y01 1721 11 S C——

Manager: =---========m=mmmm=mm——————————
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Annex " C-2"
THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference 1s made to this Agreement issued by virtue of law No.--- of

20 by and between the Arab Republic of Egypt (A.R.E.), The Egyptian

-------------------------- which 1s the partner with EGPC in the Concession
Agreement issued by virtue of law NoO.————————-=ccmmmme- , as (Guarantor
and on behalt of CONTRACTOR hereby undertakes that, 1f
CONTRACTOR spends during the ---------—- (--) vear 1nitial Exploration
period less than the minmmum amount specitied for such period of -------
million U.S. Dollars ($------mmmmmemm- } (the difference being hereunder
described as "Shortiall™), EGPC shall notify ---------- as CONTRACTOR

and as Guarantor in writing of the amount of the Shortfall. Within fifteen

(15) days of receipt of said notice, -mmmmmrmawmmem- on bechalf of
CONTRACTOR shall pay and / or transfer to EGPC a quantity of

Petroleum sufficient 1n value to cover the Shortfall.

In case said Petroleum shall be transterred, it will be deducted from
-------------------- share of Petroleum production from all its Development
Leases, pursuant to the terms of the Concession Agreement for Petroleum
Cxploration and Exploitation issued by wvirtue of the law No. -------
Of —-emmmmee- and said Petroleum shall be valued at the time of the transter
to EGPC 1 accordance with the provisions of the Concession

Agreement, from which such share has been transferred.
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CONTRACTOR may at any time between the date hereot and the date on
which this guaranty shall expire submit a bank guaranty ol -----------———--
million U.S. Dollars {($«-=wewemmeaan. } or of the value of the Shortfall 1n the
form of the bank letter of guaranty attached, in such event the provisions

of this guaranty shall automatically lapse and be of no effect.

It 1s understood that this Guaranty and the responsibility of the Guarantor
under this Guaranty shall be reduced quarterly by the amounts spent by
CONTRACTOR through the Operating Company and approved by
EGPC.

This guaranty shall expire and become null and void on the date six (6)
months after the end of the imtial -———-—-- (---) year Exploration period or

on the date EGPC confirms that CONTRACTOR f{ulfilled 1ts obligations

hercunder.

Yours Faithfully,



YN Lo i VY 3 () LS YA susdl = Deaw Ml ia 3! VAR

3" el
il ] i
ko U Al S gl

o 94l Balad f
Uib La S o gy ety B pad s By e Ao o e ls 357,13 JSLS
10 e ] g g Lo L] LS WY 0 LY
ad oyl G Al ) panr B ! 1 oy 1 G3SY 38,01 sl
o b L] HLAL) 23 LY el i ST ps Ty sl ok

G bt Balad
s dddles Ly oS0 el ldaall daslal] 487 a0 el e Tas Jo Wkl dgl! G
 Eaid| W) Iy 2l 5 s s slozel b B 3y Jy

QL Batd !
iR e e B ldeadb dusl i Ll oS .;f,v-“u.agﬂ
Gl 311 Bl !

Jolidly il pokeias ol ST 500 L)l oo O Ly Ll &8 0 5 2
o dad LB ods o gl Lgmiandl A Aot | Oldee 55105 dois AP (e
doladl b pall Lgdly A ol s &) por (o Loy 43 g A oy a5l
b sl 8 g adibie B dds o b oldeadt Jeds 2l Jolitly Jg e 10
RO PN TN O COM (P U [ [P |

b o L oLl Condl oldae dds 8 S O U b Wil 57000 0 459 5
Bl s sarall UL Joadl nl ) b Ley oS5



ANNEX " D"
CHARTER OF OPERATING COMPANY
ARTICLE

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the GOVERNMENT
in accordancc with the provisions of this Agreement rcferred to below
and of this Chartcr.

The Company shall be subject to all laws and regulations in force in the
A.R.E. to the cxtent that such laws and rcgulations arc not inconsistent
with the provisions of this Chartcr and the Agreement referred to below.

ARTICLE I

The name of the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR before the date of the Minister's of
Petroleum approval of the Development Lease and shall be subject to the

approval of the Minister of Petrolcum.

ARTICLE 1l |
The Head Office of Operating Company shall be in the A.R.E. in Cairo.
ARTICLE IV

The object of Operating Company 1s to act as the agency through which
EGPC and CONTRACTOR, carry out and conduct the Development
operations requircd 1n accordance with the provisions of the Agreement
signed on the ------ day of -----memeemeemo by and bctween the ARAB
REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL PETROLEUM
CORPORATION and CONTRACTOR covering Petroleum operations in
SOUTH EAST ABU SENNAN AREA, WESTERN DESERT described
therein.,

Operating Company shall be the agency to carry out and conduct
Lxploration operations on the date it comes 1nto existence pursuant to Work
Programs and Budgets approved in accordance with the Agreement.
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Operating Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and

Annex "E" thereto.

Operating Company shall not engage in any business or undertake any
activity beyond the performance of said operations unless otherwise

agreed upon by EGPC and CONTRACTOR.
ARTICLE V

The authorized capital of Operating Company 1s twenty thousand
(20,000) Egyptian Pounds divided mto five thousand (5,000) shares of
common stock with a value of four Egyptian Pounds per share having

equal voting rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own, throughout
the life of Operating Company, one half (1/2) of the capital stock of
Operating Company provided that only in the event that either party
should transfer or assign the whole or any percentage of its ownership
interest in  the entirety of the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock of Operatingj
Company and, in that ¢vent, such transferring or assigning party {and its
successors and assignees) must transfer and assign a stock interest
in Operating Company equal to the transferred or assigned whole or
percentage of 1ts ownership interest in the entirety of the said Agreement.

ARTICLE VI

Operating Company shall not own any right, title, mterest or estate in or
under the Agreement or any Development Lease crealed thereunder or in
any of the Petroleum produced from any Explorattion Block or
Development Lease thereunder or in any of the assets, equipment or other
property obtamed or used in connection therewith, and shall not be
obligated as a principal for the financing or performance of any of the
duties or obligations of either EGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any
source whatsoever,
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ARTICLE Vil

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever 1t 1s 1ndicated herein that Operating
Company shall decide, take action or make a proposal and the like, it 15
understood that such decision or judgment 1s the result of the decision or
Judgment of EGPC/CONTRACTOR or EGPC and CONTRACTOR, as
may be required by the Agreement.

ARTICLE Vil

Operating Company shall have a Board of Directors consisting of eight
(&) members, four (4) of whom shall be designated by EGPC and the

EGPC and shali also be a Managing Director. CONTRACTOR shall
designate the General Manager who shall also be a Managing Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid 1f a majority of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (5) or morc of the Dircctors; provided,
however, that any Director may be represented and vote by proxy held by

another Director.
ARTICLE X

General meetings of the Shareholders shall be valid if a majority of the
capital stock of Operating Company is represented thereat. Any decision
taken at such meetings must have the affirmative vote of Shareholders
owning or representing a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of Operating Company
emplioyed directly by Operating Company and not assigned thereto by
CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws ol Operating
Company, and such By-Laws shall be effective upon being approved by a
General Meeting of the Shareholders, in accordance with the provisions
of Article X hereof.
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ARTICLE XII

Operating Company shall come nfo existence within thirty (30) days
after the date of the Mimister's of Petroleum approval of a Development

L.casc, whether for Oil or Gas , as provided for in the Agreement (unless

otherwise agreed by EGPC and CONTRACTOR).

The duration of Operating Company shall be for a period equal o the

duration of the said Agreement, including any renewal thereof.

The Operating Company shall be wound up 1f the Agreement referred to

above 1s terminated [or any reason as provided for therein,

EGYPTIAN NATIONAL PETROLEUM FOR EXPLORATION
AND DEVELOPMENT COMPANY

|n his capacity

EGYPTIAN GENERAL PETROLEUM CORPORATION

|n his capacity
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE
GENERAL PROVISIONS

(a) Definitions:;

The defimitions contained 1n Article I of the Agreement shall apply to

this Accounting Procedure and have the same meanings.

(b) Statements of activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,

(2)

and until the coming into existence of the Operating Company -
in accordance with Article VI of the Agreement - render to
EGPC within thirty (30) days of the end of cach calendar quarter
a Statement of Exploration Activity reflecting all charges and
credits related to the Lxploration Operations for that quarter
summarized by appropriate classifications indicative of the

nature thereof.

Following its coming into existence, Operating Company shall
render 1o EGPC and CONTRACTOR within filteen (15) days of
the end of each calendar quarter a Statement of Development
and Exploration Activity rellecting all charges and credits
related to the Development and Exploration operations for that

quarter summarized by appropriate classifications indicative of

the nature thereof, except that items of controllable material and

unusual charges and credits shall be detailed.
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Pursuant to Article VI, EGPC shall audit and approve each
statement of Development and Exploration Activity submitted by the
CONTRACTOR or the Operating Company (as the case may be).
Any comments made by EGPC shall be retlected by the
CONTRACTOR or the Operating Company (as the case may be) on

the Statement produced for the next calendar quarter.
(c) Adjustmentsand Audits:

(1} Each quarterly Statement of Exploration Activity pursuant to

Article I (b) (1) of this Annex shall conclusively be presumed to
be true and correct after three (3) months following the receipt
of each Statement by EGPC unless within the said three (3)
months EGPC lakes written exception thereto pursuant to
Article 1V (f) of the Agreement. During the said three (3) month
period supporting documents will be available for inspection by

EGPC during all working hours.

CONTRACTOR will have the same audit rights on Operatiﬁg
Company Statements as EGPC under this sub-paragraph.

(2) All Statements of Development and Exploration Activity for any

calendar quarter pursuant to Article I (b) (2) of this Annex, shall
conclusively be presumed to be true and correcl three (3)
months following the receipt of such Statement, unless within
the said three (3) month period EGPC or CONTRACTOR takes
written exception thercto. Pending expiration of said three (3)
months EGPC or CONTRACTOR or both of them shall have
the right to audit Operating Company accounts, records and
supporting documents for such quarter in the same manner as

provided in Article IV (1) of the Agreement.



¥ AR D iy VY 3 () 58 YA saadl - Law S 3030 VAA

: Gohadd | i {3)

it Lol | O ldaal b ds il 387 2l 53U, Condl dold i Jut 50 s
U] U8 S oY sueall SN I Y sy sy o p T o ol
- 3l AL Oy heodt o ¢ S ¥l ol I QLY I @Y g0 5 il
S ¥l 3ol | Y Il s I gl aad G cd ol claadl 318 J 2,
Il g pall g3 A ldl g alall Gedactl conlll Jo ol ad Tado
Sl OLY S O by gAY S By . A ad O el gedd] e
e id )] aed Lids S0 e Bl | LY I @l Y s JH s 50 1Y)
blo Vo ¥ Lelldl 3oy e it JU il by o im0 el s
[ESVRSTINPRRUAL 1] PO RUNVE JPS1 V-1 USPUR B CP SRR J7
AN il d el olead b oliadl o 5 Soazud! G eadl Ll

S al ¥ es ISy ¥ bl OUY I O ¥ s i

G 1 e b G5! i i (o)
WP s (eelod] 2Bl a0 pad o DA o ool gl 1 Uls 3
(st b3 WY (o g G ¢ T § gl g dlalacs S BT J] (o050 A5 LY
SEVFI VU PRSP
: gl | QUG fuad (9)

o laS ol Ul B s« S5 Ly gl e Jolitll GLASYL 5



VAR YN i B WY S () LS YA sl — e ) By 4

(d) Currency Exchange:

CONTRACTOR's books for Exploration and Opcrating Company's
books for Development and Exploration, 1 any, shall be kept in the
ARE. in US. Dollars. All U.S. Dollars expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to U.S. Dollars at the applicable rate of exchange
1ssued by the Central Bank of Egypt on the first day of the month 1n
which expenditures are recorded, and all other non-U.S. Dollars
expenditures shall be translated to U.S. Dollars at the buying rate of
exchange for such currency as quoted by National Westminster Bank
Limited, London at 10.30 a.m. G.M.T_, on the first day of the month
in which expenditures are recorded. A record shall be kept of the
exchange rates used 1n translating Egyptian Pounds or other non-U.S.

Dollars expenditures to U.S. Dollars,

(e) Precedence of Documents:

(f)

In the event of any inconsistency or conflict between the provisions
of this Accounting Procedure and the provisions of the Agreement

treating the same subject differently, then the provisions of the

Agreement shall prevail.
Revisionh of Accounting Procedure:

By mutual agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised in writing from time to time 1n

the light of future arrangements.
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(g) No Chargefor interest on Investment:

Interest on mvestment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as

recoverable costs under the Agreement.

ARTICLE I
COSTS, EXPENSES AND EXPENDITURES
Subject to the provisions of the Agreement, CONTRACTOR shall alone

bear and, directly or through Operating Company, pay the following
costs and expenses, which costs and expenses shall be classified and

allocated to the activities according to sound and generally accepted

accounting principles and treated and recovered in accordance with

Article VII of this Agreement:
(a) SurfaceRights:

All direct cost attributable to the acquisition, renewal or relinquishment

of surface rights acquired and maintained in force for the Area.
(b) L abor and Related Costs:

(1) Salaries and Wages, which was approved by EGPC, of
CONTRACTOR's or Operating Company's employees, as the
case may be, directly engaged in the various activities under the
Agreement Including salaries and wages paid to geologists and
other employees who are temporanly assigned to and employed
in such activities,

Reasonable revisions of such salaries and wages shall be
effected to take into account changes i CONTRACTOR's

policies and amendments of laws applicable to salaries,
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For the purpose of this Article 11 (b) and Article 1T (c) of this
Annex, salaries and wages shall mean the assessable amounts
tor A.R.E. Income Taxes, including the salaries during

vacations and sick leaves, but excluding all the amounts of the

other items covered by the percentage fixed under (2) below.,
(2) For expatnate employees permanently assigned to Egvpt:

1. All allowances applicable to salanes and wages;

2. Cost of established plans; and

3. All travel and relocation costs of such expatriate emplovees
and their families to and from the employee's countiry or point
of origin at the time of employment, at the fime of separation,
or as a result of transfer from one location to another and for
vacation (transportation costs for employees and their famihies
transferring from the A.R.E. to another location other than their

country of origin shall not b¢ charged to A.R.E. Opcrations).

Costs under this Article I (b) (2) shall be deemed to be equal to
seventy percent (70%) or applied percentage, which 1s lesser, of basic
salaries and wages paid for such expatnate personnel mcludimg those paid
during vacations and sick lcaves as established in CONTRACTOR's
international policies, chargeable under Article 1T (b) (1), Article IT (1)

of this Annex.
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However, salaries and wages during vacations, sick leaves and
disability are covered by the foregoing percentage. The percentage

outhined above shall be deemed to reflect CONTRACT(OR's actual

costs as of the Effective Date with regard to the following benefits,

allowances and costs :-
1. Housing and Utihities Allowance.
2. Commodities and Services Allowance.
3. Special Rental Aflowance.
4.  Vacation Transportation Allowance.
5. Vacation Travel Expense Allowance.
6. Vacation Excess Baggage Allowance.
7. Education Allowances (Children of Expatriate Employecs).

8. Hypothetical U.S. Tax Offset (which results in a reduction of

the chargeable percentage).
9. Storage of Personal Effects.
10. Housing Refurbishment Expense.
1 1. Property Management Service Fees.
12. Recreation Allowance.
13. Retirement Plan,
14. Group Life Insurance.

15. Group Medical Insurance.
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16. Sickness and Disability.

17. Vacation Plans Paid (cxcluding Allowable Vacation Travel

Expenses).
18. Savings Plan.
19. Military Service Allowance.
20. F.1.C.A.
21. Workman's Compensation.
22. Federal and State Unemployment Insurance,
23. Personnel Transfer Expense.
24. National Insurance.
25. Income taxes on above additional benefits.

The percentages outlined above shall be reviewed at intervals of |
three (3) vears from the Effective Date and at such time
CONTRACTOR and EGPC will agree on new percentages to be

used under this paragraph.

Revisions of the percentages will take into consideration variances
in c¢osts and changes in CONTRACTOR's international policies

which changc or exclude any of the above allowances and benefits.

The revised percentages will reflect as nearly as possible
CONTRACTOR's actual costs of all its established allowances and

benefits and of personnel transters,

(3) For cxpatriatc cmployces temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR's mnternational policies. Such costs shall not

include any administrative overhead.
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(C)

(4) Costs of expenditure or contributions made pursuant to law or
assessment mmposed by Governmental authority which are
applicablc to labor cost of salarics and wages as provided under

Article TI (b) (1), Article II (b) (2) and Article II (i) of this

Annex.
Benefits, allowances and related costs of national employees:

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing tor Ozl companies operating 1n the A.R.E.,
all as chargeable under Article H (b) (1) and Article II (1) of this
Annex. Severance pay will be charged at a fixed rate applied to payrolls
which will equal an amount equivalent to the maxmimum hability for

sgverance payment as required under the A .R.E. Labor Law.
Material:

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or Operating Company.
(1) Purchases:

Material, equipment and supplies purchased shall be at the price
paid by CONTRACTOR or Operating Company plus any related

cost and after deduction of all discounts actually received.
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(2) Material Furnished by CONTRACTOR:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR's or CONTRACTOR's
Aftiliated Companies stocks outside the A.R.E. under the

[ollowing conditions:

1. New Material (Condition"A" ) :

New Matenal  transferred from CONTRACTOR's or
CONTRACTOR's Aftiliated Companies warchouse or other
properties shall be priced at cost, provided that the cost of

material supphed 1s not higher than 1international prices for

material of similar quality supplied on similar terms,

prevatling at the time such material was supplied.

. Used Material (Conditions"B" and"C" ).

a) Material which is 1n sound and serviceable condition and is
suitable for reuse without reconditioning shall be classed
as Condition "B" and priced at seventy-tive percent (75%)

of the price of new material.

b) Material which cannot be classified as Condition "B” but
which 1s scrviccable for original function but substantially
not suitable for reconditioning, shall be classed as
Condition "C" and priced at fifty percent (50%) of the

price of new material.

¢) Material which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate
with 1ts use.

d) Tanks, buildings and other cquipment mvolving crection
costs shall be charged at applicable percentage ol knocked -

down new price.
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(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond
or back of the dealer's or manufacturer's guaranty; and m case of
defective material, credit shall not be recorded until adjustment
has been received by CONTRACTOR from manufacturers or
their agents.

It 1s understood that the value of the Warehouse stock and spare
parts shall be charged to the cost recovery category defined
above, only when used 1 operations.

(&) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, matenials and supplies necessary for
the conduct of CONTRACTOR's or Operating Company's activitics,

(2) Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard lo
cxpatriatc and national employces, as incurrcd and paid by, or
for, employees in the conduct of CONTRACTOR's or Operating
Company's business.

(3) Employees transportation and relocation costs for national
employees to the extent covered by established policies.

(f) Services:
(1) Outside services: The costs of contracts for consultants, services
and utilities procured from third parties.

(2) Cost of services performed by EGPC, by CONTRACTOR or by
theirr Affihated Companies 1n facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
involving engimeering and design services shall be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies at a
negotiated confract amount.
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(3) Use of EGPC's, CONTRACTOR's or their Affihated Companies'
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but not
1 excess of compefifive rates currently prevailing i the A RE. .

(4) CONTRACTOR's and CONTRACTOR's Affhiliated Companies'

rates shall not include any administrative or overhead costs.

(g} Damages and L osses,

All costs or cxpenses, necessary to replace or repair damages or
losses incurred by lire, [lood, storm, thefl, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall furnish EGPC and CONTRACTOR
writtcn notice of damages or losscs incurred in excess of tcn
thousand ($10,000) U.S. Dollars per occurrence, as soon as practicable
after report of the same has been received by CONTRACTOR or
Operating Company.

| nsur ance and Claims:

The cost of any public liability, property damage and other
insurance agamnst habilities of CONTRACTOR, Operating Company
and/or the parties or any of them to their employees and/or outsiders
as may be requred by the laws, rules and regulations ot the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim collected, less the actual cost of making

a claim, shall be credited agamnst operations.

It no insurance is carried for a particular risk, in accordancc with
good mternational O1l field practices, all related actual expenditures
incurred and paid by CONTRACTOR or Operating Company in
seltlement of any and all losses, claims, damages, judgments and any

other expenses, including legal services,
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(1)

U)

Indirect Expenses:

Camp overhead and facilities such as shore base, warchouses, water
systems, road systems, salarics and cxpenscs of ficld supcervisory
personnel, field clerks, assistants, and other general employees

indirectly serving the Area.
l.egal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as heremalter provided, together with all
Judgments obtained against the parties or any of them on account of
the operations under the Agreement, and actual expenses incurred by
any party or parties hercto in securing evidence for the purpose of
delending agamnst any action or ¢laim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handled
by the lcgal statf of one or more of the partics hereto, a charge
commensurate with cost of providing and furnishing such services

may be made to opcrations.

(k) Taxes:

(1)

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR or
Operating Company with respect to this Agreement other than
those covered by Article 11 (g) (1) of the Agreement.

Continuing CONTRACTOR Costs
Costs of CONTRACTOR activities required under the Agreement

and mcurred exclustvely in the A.R.E. after Operating Company 18
lormed. No sales expenses mcurred outside or inside the A.R.E. may

be recovered as a cost.
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(m) Other Expenditures:

(@)

(b)

Any costs, cxpenses or cxpenditures, other than thosc which arc
coverced and dealt with by the forcgomg provisions of this Articlc I,
meurred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.
ARTICLE H|
INVENTORIES

Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and CONTRACTOR

mventories shall be taken by Operating Company ol the operations

malerials, which shall mclude all such matenals, physical assets and
construction projects. Wnitien nofice ol ntention to take mventory
shall be given by Operating Company to EGPC and CONTRACTOR
at least thirty (30) days before any mnventory 1s to begin so that EGPC
and CONTRACTOR may be represented when any mventory 1s taken.
Failure of EGPC and/or CONTRACTOR to be represented at an
iventory shall bind them to accept the inventory taken by Operating
Company, who shall in that cvent furnish the party not represented

with a copy thereof.
Reconciliation and Adjustment of Inventories:

Reconcihiation of mventory shall be made by CONTRACTOR and
EGPC, and a lhist of overages and shortages shall be jomtly
determined by Operating Company and CONTRACTOR and EGPC,
and the mventory adjusted by Operating Company.
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ARTICLE IV
COST RECOVERY

(a) Statementsof Recovery of Costsand of Cost Recovery Petroleum:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
(15) days after receipt from Operating Company of the Statements

for Development and Exploration Activity for the calendar quarter a

Statement for that quarter showing:

1. Recoverable costs carried forward from the previous quarter, 1f any.
2. Recoverable costs mcurred and paid during the quarter.

3. Total recoverable costs for the quarter (1) + (2).

4. Value of Cost Recovery Petroleum taken and separately disposed

of by CONTRACTOR for the quarter.

5. Amount of costs recovered for the quarter.

6. Amount of recoverable costs carried into the succeeding quarter, if
any.

7. Excess, if any, of the value of Cost Reéwery Petroleum taken and

separately disposed of by CONTRACTOR over costs recovered
for the quarter.

Pursuant to Article VII, EGPC shall audit and approve each Statement of
Development and Exploration Activity submitted by the CONTRACTOR

and the total production and pricing related to the relevant calendar quarter.
Any comments made by EGPC shall be reflected by the CONTRACTOR

on the statement produced for the next calendar quarter.,
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(b) Payments:

If such Statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. [f CONTRACTOR f{atls to make any
such payment 1o EGPC on the date when such payment 1s due, then
CONTRACTOR shall pay interest ol two and one half percent (2.5%)
per annum higher than the London Interbank Borrowing Oftered
Rate (LIBOR) for three (3) months U.S. Dollars deposits prevailing
on the date such miterest 1s calculated. Such interest payment shall
not be recoverable.

(c) Setflement of Excess Cost Recovery Petroleum:

EGPC has the right to take its entitlement of Excess Cosi Recovery
Petroleum under Article VII {a) (2) of the Agreement 1n kind during
the said quarter. A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its
own cntitlement of such Excess Cost Recovery Petroleum.,

(d) Audit Right:

EGPC shall have a period of twelve (12) months from receipt of any
Statement under this Article 1V 1n which to audit and raise objection
to any such Statement. EGPC and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will
be available to EGPC during said twelve {12) month period.

ARTICLE V

CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsctting contra account to control therein the total
amount of Exploration cxpenditurcs reported on Statements of activity
prepared per Article 1 (b) (1) of this Annex, less any reductions agreed
to by LGPC and CONTRACTOR following written exceptions taken
by a non-operator pursuant to Article 1 (¢) (1) of this Annex, in order to
determine when minimum Exploration obligations have been met.
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(b} Cost Recovery Control Account:

CONTRACTOR will establish a Cost Recovery Control Account and

an off-setting contra account to control therein the amount of cost
remaining lo be recovered, il any, the amounl ol cost recovered and

the value of Excess Cost Recovery Petroleum, 1f any.
(c) Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimum Exploration obligations have been met, costs, expenscs
and expenditures shall be recorded in major accounts including the
following:

- Exploration Expenditures;

- Development Expenditures other than Operating Expenses;

- Operating Expenses;

Necessary sub-accounts shali be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 15 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws cxcept as otherwise provided in the Agrcement, that
any A.R.E. Income Taxes patd by EGPC on CONTRACTOR's behalf
constitute additional mcome to CONTRACTOR, and this additional
income 1s also subject to A.R.E. income tax, that is "grossed up"”.

"CONTRACTOR's annual income”, as determimed n Article III (g) (3)
of this Agreement, less the amount equal to CONTRACTOR's
grossed-up Egyptian ncome tax liability, shall be CONTRACTOR's
"Provisionat Income".
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The “gross-up value” 1s an amount added to Provisional Income to give
“Taxable Income”, such that the grossed-up valuce 1s equivalent to the A.R.E.

Income Taxes.

THEREFORE:
Taxablc Income = Provisional Income plus Grossed-up Value
and
Grossed-up Value = A.R.E. Income Tax on Taxable Income.

II"the “A.R.E. Income Tax rate”, which means the ellective or composile
tax rate due to the vartous A.R.E. taxes levied on mmcome or profits,

1s constant and not dependent on the ievel of income,
then:
Grossed-up Value = A.R.E. income tax rate TIMES Taxable Income.

Combining the {first and last equations above

Provisional income X Tax Rate -

Grossed-up Value = _
I - Tax Rate

Where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is S10 and the A.R.E.
Income Tax rate 1s forty percent (40%), then the Grossed-up Value 1s

equal 1o

$ 10X 0.4
- 04

=% 6.67
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Therefore;
Provisional income $ 10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% 0.67

CONTRACTOR's Income after taxes $ 10.00
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