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

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
BP EXPLORATION (DELTA) LIMITED
IN
NORTH SHADWAN AREA
GULF OF SUEZ
AR.E,

This Agreement made and cniered on this day of L 2004, by
wid betwoen the ARAB REPUBLIC OF EGYPT (hereinafter referred o
variously ags "TARE" or as the "GOVERNMENT™), the EGYPTIAN
GENERAL PETROLEUM CORPORATION, & legyl entily creafed by
Law No. 167 of 1958 as amended (hercinafier referred to as
"EGPC")Y and BP EXPLORATION (DELTAY LIMITED, a limitcd
labnlity eompany oreanized and existing uader the laws of Englind

therainafter referred 10 as "BP Y or as "CONTRACTOR")
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WITNESSETH

WHEREAS, all minerals including petroleumn, existing in mines and
quarries 10 AR.E., including the terntorial waters, and 1n the seabed
subject to its jurisdiction and extending beyond the terrttonal waters, are
the property of the Stuate: and
WHEREAS, EGPC has applied for an exclusive concession for the
exploranon and exploitation of petroleum in and throughout the areu
referre¢ to i Anicle I, and described in Annex "A" and shown
approstoately on Annex "BT, which are attuched hereto and made pant
hereof (horeinalter referred 1o as the "Ared’™) [ and
WHEREAS, "BP" agrces to undertake its obligations provided
hereinafier  as  a CONTRACTOR with respect to the Exploration,
Development and Production of Petroleum in NORTH SHADWAN
AREA, GULF O SUEZ | and
WHEREAS, the GOVERNMIENT desires hereby w0 gramt such
Concession; and
WHEREAS, the Minsstor of Petroleum pursuant to the provisions of
Law No. 86 of 1936, may enter infto a concession agreement with EGPC,
and with BP as 8 CONTRACTOR in the said Area,
NOW, THEREFORE, the partieé hereto agres 4s follows:
ARTICLE 1
DEFINITIONS
(&} "Exploration” shall mmclude such geological, geophysical, aerial and
other surveys as oay be contained n the approved Work Programs
and Budgets, and the drilbhng of such shot  holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisat of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipments therefor, atl as may be contained in  the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.
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(b "Development” shall include, but nwot be hmited to, all the
operations and achivilies pursuant 10 approved Work Programs and
Budgets under this Agreement with respect to;

(0} the drilling, plugging. deepening, side tracking, re-drithing,
compicting, equipping of development wells and the changing

of the status of a weil, and

(1) design, engineering, construction, installation, servicing and
maintenince of equipments, lines, systems  facilities, plants
and related operations {0 produce and oporate said
development wells, taking, saving, treating, handling, storing,
transporting  and delivering  Petraleum, re-pressuring.
recycitng and other secondary recovery projeets, and

(iii} transportation, storage and any other work or  activitics
necessary or anciliary to the activities specified in (1) and (i1).

(¢} "Petroleum” means Ligud Crude Gil of various densities, asphalt,

Csas, casinghead gas and all other hydrocarbon substances that may

be found in, and produced, or otherwise obtained and saved from

the Area under this Agreement, and  ail substances that may be

oxtracted therefrom.

{d) "Liquid Crude Oit” or "Crude O or "Oil” means any hydrocarbon
produced from the Arvea which is in a liquid state at the welthead
or lcase separators or which i1s  extracled from the Gas or
cusinghead gas i a plant. Such  liquid state shall exist at sixiy
degrees Tahrenheit (00°F) and atmospheric pressure of 14,05

PSIA. Such term includes distillate and condensate.
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{1 "Gas” means naturat gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area
(other than Ligusd Crude O} and &l nonshydrocarbon sabstances
therein. Swid term shall include residual gas, that Gas remaining
after remnoval of LPG.

{ry “LPG" means Hguehied petrolcurn gas, which 13 3 mixiure
principally of butane and propanc liquefted by pressuwre and
tepperature.

(g A "Buarel” shall consist of forty-iwe (42} Umited States gallons,
iquid measure, corrected to a temperature of sixty degrees
Fahrenhett (60°F) at atmosphenic pressure of 14.65 PSIA.

(hy (1) "Commercial Qi) Well” means the first well on any geological
featurc which after testing jor a period of not more than
thirty {30) consecutive days where practical, buf 1 any cvent
th accordance with sound and accepted industry production
praciices, and  venfied by EGPC, is found 10 be capable of
producing ai the average rate of not less than two thousand
{2000} Barrels of oil per day (BOPD). The date of discovery
of a "Commercial O Well" s the date on which such well s

tested and compieted according to the above.,

(2} "Commercial Gas Weli” means the first well on any
geological feature which after testing for a period of not
more than thirty () consecutive days where pracical, but
in any eveol 1n accordance with sound and accepted industry
nroduction practices and verified by EGPC, is found to be
capable of producing at the average rate of not less than
fifteen mitlion {15,000,00() standard cubic feet of Gas per
day (MMSCFD). The date of discovery of a "Commercial
Gas Well” i1s the date on  which such well is tested and
completed according to the above.
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{1y "ARE" meuns ARAB REPUBLIC OF EGYPT.

(j) "Effcctive Dute” means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACTOR,

aller the welevant Law is ssued.

(kY (1) "Year" mecans 4 period of twelve (12) months according 10 the

Gregortan Calendar,

{2} "Calendwr Year” means a period of twelve {12} months
according 1o the Gregarian Calendar being Isl Jaouary 10 31st
Llecomber.

A "Financial Yewr” means the GOVERNMENT'S fimancial vear

according 1 the laws ankd regulations of the AR E.

(m)} "Tax Year" meuns the period of twelve {12) months according 1o

the laws and regulations of the AR.E.
{n) An "Affiliated Company” means a company:

(1) of which the share capital, conferring a majonty of votes al
stockholders’ meetings of such company, ts owned directiy or

indirectly by a party hereto; or

(1) which 15 the owncr directly or indivectly of share capital
conferving a majoray of votes at stockholders’ meetings of a

party hereto; or

(111} of which the share capital conferring 4 majonty  of votes at
stockholder's meetings of such company and  the share capitad
conferring a majority of voles at  stockholders’ meetings of a
purly horeto are owned  directly or indircctly by the same

COMprany.
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(0} "Exploration Block” shall mean an area, the corner points of which
have to be coincident with three (3)mnutes by three ( 3 ) minutes
latitude and longitude divisions, according to the Intermational Gnd
System where possible or with the existing boundaries of the Area

covered by this Concession Agrcement as set out in Annex "A”.

(p} "Devclopment Block” shall mean an arca, the corner points of which
have to be coincident with one ( 1 } minute by one ( 1 ) minute
tatitude 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".

{(q) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
comer points of which have to be coincident with one (1) minute by
one (1) minute latitude and longitude divisions according (o the
International Gnd System where possible or with the existing
boundaries of the Area covered by this .Concession Agreement as

sct out in Annex "A".

(r} “"Agreement” shall mean this Concession Agreement and its

Annexes.

(s) "(as Sales Agreement” shall mean a written agreement between
EGPC and CONTRACTOR (as sellers) and EGPC or The Egypiian
Natural Gas Holding Company "EGAS" or a mutually agreed third
party (as buyer), which contains the terms and conditions for Gas
sales from a Development Lease entered into pursuant (o Article
VII {e).

(t} "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 Fahrenheit (60°F).
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ARTICLE 1
ANNEXES TO THE AGREEMENT

Annex "A" is a deseription of the Area covered and affected by this
Agrecement, hereinafter referred to as the "Area”,

Amnex "BY s a provistonal jHustrative mup on the scale of
approximately  1:025,000 indicating the Area covered and affected by
this Agreement and dosoribed m Annex "A".

Annex "C'i1s  the form of &4 Letter of Guaranty to be submitted
by BP beypt Company as Guarantor on behall of CONTRACTOR 1o
EGPC one (1) day before the time of signature by the Minister of
Petroleurs of this Agreement, for guaranteemg  the excoulion of
CONTRACTOR's minimum txploration obligations hercunder for the
mitial three (3} year Exploration period by paying and / or tansferring &
quantty of Crude ol sufficient in value o cover the shortfail
hetween the sum of ten million ULS. Dollars ($10.000.000) and the
amount of money spent by CONTRACTOR and approved by EGPC . In
case CONTRACTOR extends the mital Exploration Period for two (2)
addmiona! peniods each of three (31 years cach o gecordance with
Arucle HI (b) of this Agreernent, siimlar Letters of Guaranty shall be
wssued and be submitied by BP Eoypt Company as Guarantor on behalt
of CONTRACTQR an the day the CONTRACTOR exercises i1 option
to extend. The first such lester of Guaranty shall be {or guaraniceing the
payment and / or wansfer a quantity of Crude ol sufficient in value o
cover the shortfull between the sum  of frve million US. Dollars
{$ 5.000,000) and the amount of money spent by CONTRACTOR and
approved by EGPC and the sccond such Letter of Guuranty shall
be for guarantecng the payrment and / or transfer of a guantity of Crude
ot sufficient in value to cover the shortfall between the sum ot five
million U.S. Dollars(85.600,000 ) and the amount of money spent by
CONTRACTOR and approved by EGPC less in both instances, any
excess expenditwres of the preceding BExploration perod permtied for
carry forward in accordance with Article IV (b) third paragraph of this
Agreement.
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Each of the three Letters of Guaranty shall remain effective for six
(6) months after the end of the imual Exploration period or any
successive Exploration period(s). as the case may be .

Annex D" is the form of a Charter of the Operating Company to be
formed as provided for in Article V1 hercof.

Annex "E" is the Accounting Procedure.

Annex "F” is a current map of the National Gas Pipeline Grid
System ¢stablished 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 Jcase pipeline
lo the nearest point on the Natonal Gas pipcline Grid System as
depicted in Annex "F" or as otherwise agreed by EGPC and
CONTRACTOR .

Anncxes "A", "B", "C", "D","E" and "F" to this Agreement arc
hereby made part hereof, and they shall be considered as having cqual
force and effect with the provisions of this Agreement.

ARTICLE 1III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR
subject to the terms, covenants and conditions set out in this Acreement.
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 Area described in Annexes "A" and "B".

(a) The GOVERNMENT shall own and be entitled, as hercinafter
provided to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Arca
during the Development period including renewal. Said royalty
shall be borme and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of royaltics by EGPC shall not be
deemed to result in income attributable to the CONTRACTOR.
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An tmitiad Exploration period of three {3) vears shall start {rom the
Effective Date. Two {2) successive exiensions © the imtal
Explorvation penod, each of three {3) veuars respectively, shall be
aranted @ CONTRACTOR a1 its option. upon oot fess than tharty
{30) days prior written notice 10 EGPC, such notice 1o be given not
fater than the end of the then current period, a5 may be extended
pursuant to the provisions of Article V {a), and subject only to s
having fuifilled its obligatons hercunder for that period. This
Agreement shall be terminated f neither a Commercial Otl
Discovery nor a Commercial Gas Discovery (s established by the
end of the ninth (9%} vear of the Exploration period. as may be
extended pursuant 1o Article V (u).The election by EGPC to
undertake @ sole risk venture under pavagraph (¢} shall not extend
the Exploration period nov affect the termination of this Agreement
as ta CONTRACTOR.

Commercial Discovery:

(1} A Commerciat Discovery - whether of Oil or Gas - mray constst
of one producing reservoir or a group of producing reservoirs
which 15 worthy of bemg developed commercially. After
discovery of a Connnercial Oil or Gag Well CONTRACTOR
shall, uniess otherwise agreed upon with BOGPC, undertake 05
part of its Exploration program the appraisat of the discovery by
dribing one or more appraisal wells, 1o determine whether such
discovery 15 worthy of being developed commercially, taking
into  consideration  the receverable  reserves,  production,
pipcline and terminal factities required, cstimated  Petroleum
prices, and all other relevant technicat and economic factors.

(11) The provisions laid down herein postuiate the wnity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniforinly to O and
(ras unless otherwise specified.
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(ii1) CONTRACTOR shall give notice of @ Commercial Discovery
to EGPC immedately after the discovery is  considered by
CONTRACTOR 1o be worthy of commercial development but
in any event with respect to a Commercial Ol 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 Od 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 1o any reservolr or reservoirs even it the well or wells
thereon are naot "Commercial” within the definition of
"Commercral Well” if, 1n 1ts opinion, a reservoir or a group of
reservoirs, considered collectively, could be worthy of
commercial development.

CONTRACTOR may also give a notice of a Commercial Otil

Discovery in the event 1t wishes to 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 rescrves,

the estimated production potential and profile and field life.

Within sixty (60) days following receipt of a notice of a
Commercial Oil 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 Discovery shall be the.
date EGPC and CONTRACTOR jomtly agree in wnting that a

Commercial Discovery exists.
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(1v) 1f Crude O1l is discovered but is not deemed by CONTRACTOR to
be a Commeicial Otl Discovery under the above provisions of this
paragraph (¢}, EGPC shall one (1) month after the expiration of the
period specified  above within which CONTRACTOR cun give
notice of a Commercial Oil Discovery, or thirteen {13) months
after the completion of a well not considered to be a "Commercial
Osl Well”, have the right. following sixty {(60) days notice in writing
to CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and disposc of all Crude Qil from the geological feature on
which the well has been drilied. Said notice shall state the specific
area covering said geological feature to be developed, the wells to
be donlled, the production facilitics to be installed and EGPC's
estimated cost thereof. Within thirty (30) days afier receipt of said
notice CONTRACTOR may. in writing, clect to develop such arca
as provided for in the case of Commercial Discovery hereunder. In
such event alt terms of this Agreement shall continue 10 apply to
the specified arca.

It CONTRACTOR elects not to develop such area, the specific
arca covering said geological feature shall be set  aside for
sole risk operations by EGPC, such arca to be mutually agreed
upon by EGPC and CONTRACTOR on the basis of good
pctroleum industry practice. EGPC shall be entitled to perform or
in the event Operating Company has come into existence, 10 have
Operating Company perform such operations for the account of
EGPC and at EGPC’s sole cost, risk and expense. Wher EGPC has
recovered from the Crude Oil produced from such specific area a
quantity of Crude Oii equal in value to three hundred percent
{300%) of the cost it has incurred 1n carrying out the sole risk
operations, CONTRACTOR shall have the option, only in the event
there has been a separate Commercial Qil Discovery, elscwhere
within the Area, to share in further development and production of
that specific area upon paying EGPC one hundred percent (100%)
of such costs incurred by EGPC.
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(d)

nanam oo

Such one hundred percent {100%) payment shall not be recovered
by CONTRACTOR. Immediately following such payment the
specific area shall either (i) reveri o the status of an ordinary
Development Lease under this Agreement and thercafter shall be
operated tn accordance with the terms hereof: or (11} alteratively,
in the event that at such time EGPC or its Affiliated Company is
conducting Development operations in the area at its sole expense
and EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentages of the Crude Ol as specified in Article VI (b).
The sole risk Crude Oil shall be valued in the manner providest in
Articie Vil (c}. In the event of any termination of this Agreement
under the provisions of Amcle HI (b), this Agreement shall,
however, continue 1o apply to EGRC's operations of any sole nsk
venture hereunder, although such Agreement shall have heen
terminated with respect to CONTRACTOR pursuant t¢  the
provisions of Article ITI (b) .

Conversion to a Development Lease:

{i} Feollowing a Commercial Gl Discovery or a Commercial (Gas
Discovery 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 Minister of Petroleum.  Such area shall be
converted automatically mto a Development Lease without the

issue of any additional legal mnstrument or permssion.
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(ii} Following the conversion of an area to a Development Lease
based on a Commercial Gas Discovery {or upon the discovery
of Gas in a Development Lease granted following a
Commercial Qil Discovery), EGPC and CONTRACTOR shal!
endeavor 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. Therealfter, EGPC and CONTRACTOR shall meet
with a view 1o assessing whether the outlets for such Gas and
other relevant factors wamrant the development and production
of the Gas and mn case of agreement the Gas thus made
available shall be disposed of to EGPC or EGAS under a
long-term Gas Sales Agreement in accordance with and subject
to the conditions set forth in Artcte VII.

(i1} The Development periad of each Development Lease shali be
as follows:

{aa) In respect of a Commercal (i Discovery, twenty  (20)
vears from the date of such Commercial Discovery plus
the Extension Period {(as defined below} provided that, in
the event that, subsequent to the conversion of a Commercial
Qil Discovery into a Development Lease, Gas 1s discovered
in the same Development Lease and 1s used or is capable
of being used locally or for export hereunder, the period of
the Development Lease shail be extended only with respect
to such Gas, LPG extracted from such Gas and Crude Oil
in  the form of condensate produced with such Gas for
twenty (20} years from the date of first delivenies of Gas
tocally or for export plus the Extension Peried (as defined
below) provided that the duration of such Development
Lease based on a Commercial O1l Discovery may not be
extended beyond thinty-five (35) years from the date of
such Commercial Oil Discovery unless otherwise agreed
upon between EGPC and CONTRACTOR and subject to
the approval of the Mmister of Petroleum.



Vol YY) R Y sl - L i A Y

O35 o Sy L GLas gl gl e 1,8 e gl S Ll s
LN als play e e aie vy 2 2idll WU
(Y ) o piee a5 20 550 5L 18 SLASL Flasy L (00 o)
UYL paazl )] Usw 5l e SlaSd b Byl )b o s
it 13 e ddle 3wl o 5 ( alsl (e g2 LaS) aliza¥1 5 23
b Sy Sl ol L aie 5L g LF SLassT ), 4
ade oo el (Wb eIl ald e Jylall s G Ll i ks
5L e pabiezad! "LPG * JLl1 ) adl 5LE c Lizl) Load)l
5Ly (LN e e OlisSiaa JSO 5 pa g4 rus@jl,i
ot et + | e digld AdS 5y 3 g o] S 1 el oL
JETI] Ey (N LUV PUT IS WX { P IACROP HL L
el e pa LS sl _zaY
Jio L e ¥ 0 ALY ade b Il U 5 Lol yai
fas e 5L g LE OLiaST e unb! Lol die s g5 )
o BN L g lansll GLE S SN 0l 70,1 o i (Y0) SN,
c gl s Al Bk W3 O e Jalally deagl on Gl

YGRS DR PO U (IOET { BPYRPSS JOU ST P 11 6 PO
Al ey S Rl dar Kas e by paidly W

Il Sl (0) uad Lgsis 5,50 " Slae Y5 b " e iy
S5 2 (Sl a s xS Cb ot Byt J Ll
Lzall ais (Y ) gy imll Bhe o i o) il gl (V) 2
AT R EYPRR Coy LT PO T RO PP T JCI W VIV SUNE
ioalazi¥l ol LaeNl, J,l wlalzlly slace¥! s 28 I Zad ,ad |
CJa,adl s ailes Uy sde fazeYl b a5 5050y L daiall



Fo Y. f R iy YT () mb P sl = i Jh i A

CONTRACTOR shall immediately notify EGPC of any
Gas Discovery but shall not be required to apply for a new
Development Lease in respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenly  (20)
years from the date of first deliveries of Gas locally or for
expoit plus the Extension Period (as defined below)
provided that, 1f subsequent to the conversion of a
Commercilat Gas Discovery mto a Development Lease,
Crude O11 1s discovered in the same Development Lease,
CONTRACTOR's share of such Crude O# from the
Development Lease (except LPG cxtracted from Gas  or
Crude QOil in the form of condensate produced with Gas)
and Gas associated with such Crude Ol  shall revert
entirety to EGPC upon the lapse of twenty (20) years from

the date of such Crude Oi1l Discovery plus the Extension
Penod (as defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall in no case exceed
thirty-five (35) years from the date of such Commercial
Gas Discovery unless otherwise agreed upon between
EGPC and CONTRACTOR and subject to the approval of
the Minister of Petroleum.

CONTRACTOR shall immediately noutfy EGPC of any
Oil Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Oil.

The " Extension Period” shall mean a period of five (5)
years which may be elected by CONTRACTOR upon six
(6) months written request sent by CONTRACTOR to
EGPC prior to the expiry of the relevant twenty (20) year
period supplemented by technical studies including
evaluation of production, expected levels of production
during extension perniod, CONTRACTOR's obligations and
relevant economic consideration. This extension penod is
subject to the approval of the Mimister of Petroleum.
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(¢) Development operations shall upon the issuance of a4 Development
Lease 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 engineenng
principles, until the field is considered to be fully developed, it
being understood that if associated gas i1s not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid impairing the production in the interests of the parties.

In the event no Commercial Production of Oil in regular shipments
or Gas deliveries from any Development Block within four (4)
years from the date of the Commercial Oil Discovery, or from the
date of first Gas delivertes tor local or export , such Development
Block shall immediately be  relinquished, unless therc 1s a
Commercial Qil or Gas discovery on the Development Lease. Each
Development Block in a Development Lease being partly within the
radius of drainage of any producing well in such Development
Lease shall be considered as participating i the Commercial

Production referred to above .

Development operations 1n 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
gxport as referred to in Article VII or otherwise, be started promptly
by Operating Company and be conducted 1n accordance with good
gas field practices and accepted petroleum engineering principles
and the provisions of such agreement or scheme. In the event no
Commeicial Production of Gas is established in accordance with
such Gas Sales Agreement or scheme, the Devclopment Lease
relating to such Gas shall be relinquished, unless otherwise agreed

upon by EGPC.
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(1)

If, upon application by CONTRACTOR it is recognized by EGPC
that Crude Qil or Gas is being drained from an Exploration block
under this Agreement into a Development Block on an adjointng
concession area held by CONTRACTOR, the Block being dratned
shall be considered as participating in the Commercial Production
of the Development Block in question and the Block betng drained
shall be converted into a Development Lease with the ensuing
allocation of costs and production (calculated from the Effective
Date or the date such drainage occurs, whichever 1s later) between
the two Concession Areas. The allocation of such costs and
production under each Concession Agreement shall be in the same
portion that the recoverable reserves In the drained geological
structure underlying each Concession Area bears to the total
rccoverable 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.

CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and expenses shall not include any interest on
investment. CONTRACTOR shall look only to the Petroleum to
which it 1s entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
1in Article VII. During the term of this Agreement and 1ts renewal,
the total production achieved in the conduct of such operations shall
be divided between EGPC and CONTRACTOR n accordance with
the provisions of Article VII.

(g) (1) Unless otherwise provided, CONTRACTOR shall be subject to

Egyptian income tax laws and shall comply with the
requirements of such laws with respect to the fiting of returns,
the assessment of tax, and keeping and showing of books and
records.
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{(2) CONTRACTOR shall submit ifs tax retum to EGPC o be

(3)

reviewed and endorsed thirty {30} days prior to the due date of
the submitiing thereof to the tax authority . EGPC shall provide
comments on such return within (13} days of the date of
receiving the tax return from the CONTRACTOR .
CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amoeunt caleulated
as follows:

The total of the sums received by CONTRACTOR from the sale or
other disposition of all Petreleum acquired by CONTRACTOR
pursuant fo Articie VII (a) and (b);

Reduced by:
(1) The costs and expenses of CONTRACTOR;

{11} 'Fhe vaolug as determined according o Articie VI (¢}, of

EGPC's share  of the Excess Cost Recovery Petroleum
repard 1o BEGPC in cash or in kind, it any,

Plus:
An amount equal 10 CONTRACTOR's Egvptian imcome taxes
grossed up in the manner shown in Article Vi of Annex "E” .

For purposes of above tax deductions in any Tax Year, Article
Vil (a) shal apply only in respect of classification of costs and
gxpenses and rates of amortization, without regard to the
percentage limitation teferred 10 in the first paragraph of
Article VI (g} (I} Al costs and expenses of CONTRACTOR
in conducting the operations under this Agreement which are
not controtled by Article VH (a} as above qualified shall be
deductible in accordance with the provisions of the Egyptian
Income Tax Law.
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{4} EGPC shall assume, pay and discharge, in the name and on

&)

(6}

{7}

pehall of CONTRACUTOR, CONTRACTOR's  Egyptian
income  tax out of EGPC's share of the Petroleum produced
and saved and not used in operations under Article VII. Al
taxes paid by EGPC in the name and on behall of
CONTRACTOR  shall  be considered  income  to
CONTRACTOR.

EGPC shall fumish o CONTRACTOR the proper official
receipts  evidencing the payment of CONTRACTOR'’:
gypuan wncome tax for each Tax Year within ninety (90)
duys totlowing the receipt by EGPC of CONTRACTOR's tax
declaration for the preceding Tax Year. Such receipts shall be
issued by the proper Tax Aathoritics  and shall state the

amournt and other particulars customary for such receipls.

As used heresn, Egyptian Income Tax shall be inclusive of all
meome 1axes pavable in the A RE. (ncluding tax on tax) such
as the 1ax on income from movable capital and the tax on
profits from commerce and  industry and inclusive of taxes
based on income or  profits including all dividends,
withholding wath respect 0 shareholders and  other taxes
imposed by the GOVERNMENT of A.R.E. on the distribution
of imcorme or profits by CONTRACTOR.

In caleulatng s ARE. income taxes, EGPC shall be entitied
to deduct all royalties paid by EGPC 0 the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGPC
on CONTRACTOR s behalf,
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ARTICLE IV
WORK PROGRAM AND EXPENDITURES

DURING EXPLORATION PERIOD

(2} CONTRACTOR shall commence Exploration operations
ficreunder not later than six {6) menths after the BEffective Date.
EGPC shall make available for CONTRACTOR's use all
scismic, wells and other Exploration data in EGPC's possession
with respect to the Area as EGPC is entitled to so do.

(b) The imtial Exploration pcriod shall be three (3) years,
CONTRACTOR may extend this Exploration period for two(2)
successive extension periods of three (3) years respectively , in
accordance with Article IIT (b), each of which upon at least
thirty (30) days prior written notice 1o EGPC, subject tao its
expenditure of its minimum Exploration obligations and of its
fulfillment of the dnlling obligations hereunder, for the then
current penod.

CONTRACUTOR shall spend a minimum of ten mithon U.S.
Dollars {$10,000,0003 on  Exploralion operations  and
activities related thereto  during the intual three (3} year
Exploration period; provided that CONTRACTOR shall
acquire seismic survey and dall two {(2) wells. For the first
three {3} year extension penod that CONTRACTOR clects 1o
extend beyond the initial Exploration penod ,CONTRACTOR
shall spend a minimum of five million .S, Dollars
($5,000,000) and for the second three (3) year extension period
that CONTRACTOR elects to extend beyond the three (3)
year first extension period, CONTRACTOR shall also spend
a minimum of five million U.S. Dallars ($5,000,000) . During

the tirst and second extension periods that CONTRACTOR
glects to extend beyond the imitial Exploration period,

CONTRACTOR shall dnill one (1) well in each.
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Should CONTRACTOR gpend more than the minimum
amount required to be expended or dell more wells than the
minimum required to be drilled duning the imtial three {3) yewr
Exploration perioed, or durmg any peniod thereafter, the excess
may be sublracted from the minimum amount of money
required to be expended by CONTRACTOR or mmimum
number of wells required to be drilled during any succeeding
Exploration period(s) . as the case may be.

In case CONTRACTOR surrenders its Exploration nights under
this Agreement as set forth above before or at the end of the
third (3} year of the initial Exploration period, having
expended less than the total sum of ten million U8, Dolbars
{$10,000.000). on Exploration or in the event at the end of the
thrd {3"‘-‘) vear, CONTRACTOR has expended less than sad
sum i the Avea, an amount equal 1o the difference between
the said ten mulhion U8, Dollars { 316,000,000} and the amount
actually spent on Exploration shall be patd by CONTRACTOR
to EGPC at the time  of surmendering or within six (68} months
from the end of the third {3™) vear of the initial Exploration
period, as the case may be. Any expeuditure deficiency by
CONTRACTOR at the end of any additional period for the
reasons above noted shall simidarly result in a payment by
CONTRACTOR to EGPC of such deficiency. Provided this
Agreement is stil i force a3 w0 CONTRACTOR,
CONTRACTOR shall be entitied 10 recover  any such
payvments as Exploration Expenditure o the manner provided
for under Article VH in the event of Commercial Production,

Without prejudice 1o Article 1 (b), m case no Commercial Ot
Discovery is established or no notice of Commercial Gas
Discovery is given by the end of the ninth (8™ year, as may
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he extended pursuant to Aricie V (@) or in case
CONTRACTOR surrenders the Area under this Agreement
prior to such time, EGPC shall not beur any of the aforesad
expenses spent by CONTRACTOR.

(©) At least four (4} months prior to the beginning of each

Financial Year or at such other fimes as may mutually be

agreed to by EGPC and CONTRACTOR, CONTRACTOR

shall prepare an Exploration Work Program and Budget for the

Area setting forth the Exploration operations which CONTRACTOR

pProposas 1o carry out during the ensuing Year.

The Exploration Work Program and Budget shall be reviewed

by a joint committee 1o be estgblished by EGPC and

CONTRACTOR after the Effective Date of this Agreement.

This Commitice, hereinafter referred to as the "Exploranion

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 appomted by it The Exploration Advisory Comnuttee

shall review and give such advice as it decras appropriate with
respect to the proposed Work Program and Budget. Fallowing
review by the Exploration Advisory Committee, CONTRACTOR
shall muake such revisions as CONTRACTOR deems appropriate
and. submit the Exploration Work Program and Budget to

EGPC for its approval.

Following such approval, it is further agreed that:

(i} CONTRACTOR shall not substantialty revise or modify
satd Work Program and Budget nor reduce the approved
budgeted expenditure without the approvat of EGPC;

{11} In the event of emcrgencies involving danger of loss of
Hves or properiy, or damage 10 the environment |
CONTRACTOR may expend such additional unbudgeled
amounts as may be required to  alleviate such danger.
Such expenditure shall be considered in all aspects as
Exploration Expenditure and shall be recovered purswant
10 the provisions af Article VI hereof,
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{dy CONTRACTOR shall advance all necessary funds for all
materials, equipments, supplies, personnel administration
and opcrations pursuant to the Exploration Work Program
and Budget and EGPC shall not be responsible to bear or
rcpay any of the aforesaid costs.

(¢) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shali
be implemented m a workmanlike manner and consistent
with good industry practices.

Except as is appropriate for the processing of data,
spccialized taboratory engineering and development studies
thereon, to be made 1n specialized centers outside A R.E.. all
gcological and geophysical studies as well as any other
studics related to the performance of this Agreement. shall
be made in the AR.E.

CONTRACTOR shall entrust the management of
Exploranon operations in the ARE. to its technically
competent General Manager and Deputy General Manager.
The names of such Manager and Beputy General Manager
shall, upon appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and,
in his abscnce, the Deputy General Manager shall be
entrustcd by CONTRACTOR with sufficient powers to
carry out immediately all {awtul written directions given to
them by the GOVERNMENT or its representative under the
terms of this Agreement. All lawful regulations issued or
hereafter to be 1ssued which are applicable hercunder and

not in conflict with this  Agreement shall apply 0o
CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thiity (30) days
from the end of each calendar quarter, with a Statement of
Exploration activity showing costs incurred by CONTRACTOR
durnng such quarter. CONTRACTOR's records and necessary
supporting documents shall be available for inspection by
EGPC at any time dunng 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
Staternent, EGPC shatl advisc CONTRACTOR in wrinng 1f
Il considers:

(1) that the record of costs 18 not corect; or

{2) that the costs of goods or services supphed are not m
ine with the international market prices for goods or
services of similar quality supphed on similar ierms
prevailing al the time such goods or services were
supplicd, provided however, that purchascs made and
services performed within the A R.E. shall be subject w©
Articte XX VI or

(3y that the condiion of the materials Furnished by
CONTRACTOR does not tally with thow pnces: or
(4} that the costs incurved are not reasonably reguired for
Operations.
CONTRACTOR shall confer with EGPC in connection with
the problem thus presented, and the parties shall attempt 1o
reach a settlement which 1s mutually satusfactory.
Any teimbursement due to EGPC out of the Cost Recovery
Petroleum as a result of reaching agreement or of an arbitral
award shall be promptly made in cash to EGPC, pius simple
mterest at LIBOR plus two and half  percent (2.5 S) per
anoum from the date on which the disputed amount(s)
would have been paid to EGPC according to Article VI (&)
{2y and Annex "E" of this Agreement {i.e., the date of
rendition of the relevant Cost Recovery Statement) o the
date of payment. The LIBOR vatz applicable shall be the
average of the figure or figures published by the Finantia
Times representing the mid-point of the rates (bid and ask)
applicable to one month U.S. Daollars deposits in the London
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{h)

Inlerbank Eurocurrency Market on each fifteenth (15%) 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 is setiled.

If the LIBOR rate is available on any fifteenth (15%) day
but is not published in the Financial Times in 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 Inmerbank Eurocurrency Market for one month U.5.
Doltar deposits.

[f such fifteenth (15%) day is not a day on which LIBOR
rates are quoted o the London Interbunk BEurocurrency
Market, the LIBOR rafe to be used shall be that quoted on
the next following day oo which such rates arc quoted.

If within the time limut of the three {(3) month penod
provided for m this paragraph, EGPC has not advised
CONTRACTOR of its objection to any Statemcent, such
Statement shall be considered as approved.

CONTRACTOR shall supply all tunds necessary for us
operations in the AR.E. under this Agrcement in freely
convertible currency from abroad. CONTRACTOR shall
have the right 1o {reely purchase Egyptian currency in the
amounts necessary for its operations in the AR.E. from any
bank authorized by thc GOVERNMENT to conduct foreign
currency exchanges.

EGPC is authorized to advance to CONTRACTOR the
Egypuian currency tequired for the operations under ihis
Agreement against receiving from CONTRACTOR an
squivalent amount of U.S. Dotiars at the official AR rate
of exchange, such amount in U.S. Dollars shall be deposiea
in an EGPC uccount abroad with a correspondent bank of
the National Bank of Eoypt, Cairo. Withdrawals from said
account shall be used for financing EGPC's and 18
Affilisted Compumes’ foreign currency requirerments subject
to the approval of the Minister of Petroteum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
MANDATORY:

At the end of the third (3"‘]) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (259%} of the onginal Area on the Effective date
not  then converted t0 a Development Lease or Leases. Such
relingquishment shall be in a4 single umt of whole Exploration Blocks
not converted 10 Development  Leases unless otherwise agreed
upon between EGPC and CONTRACTOR so as to enable the
relinquishment requirements 1o be precisely fulfilled.

At the end of the sixth (6'%) year after the Effective Date hereof,
CONTRACTOR shall relinquish 1o the GOVERNMENT an
additional wwenty five percent (25%) of the original Area on the
LHective date nol then converted to a bDievelopment Lease o
Leases. Such relingumshment shall be in a single unit of whole
Exploration Blocks not converted to Development Leases unless
otherwise agreed upon between EGPC and CONTRACTOR 50 as
ter enable the relinquishiment requirements to be precisely fulfilled.
Without prejudice to Articles Hl and XXHI and the last three
paragraphs of this Article V {a}, at the end of the ninth (9 thy year of
the Exploration pertod, CONTRACTOR shall relinquish the remander
of the Area not then converted to 4 Developmient Leases.

it 15 undersiood that at the time of any relingquishment the areas to
be converted into Development Leases and which are subnutted (o
the Mimister of Petroleum for his approval according to Article Hli
{(d) shall, subject to such approval, be deemed converted to
[Development Leases.
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CONTRACTOR  shall not be reguived to relinquish  any
Exploraton Block or Blocks on which a Commercial Ol or (Gas
Weli 15 discovered befare the period of time referred 10 In Article
EH {c) given 1o CONTRACTOR (o determine whether such Well 18
a Commercial Discovery worthy of Development or 1o relinguish
an Explovation Block in respect of which a notice of Commercial
Gas Discovery has been given to EGPC subject 10 EGPC's right 1o
agree on the existence of a Commercral Discovery pursuant to
Article HI {c}, and without prejudice to the requirements of Article
i1 (e).

In the event at the end of the intal Exploration penod or etther of
the two successive extensions of the inmitial  Exploration period, a
well 15 actually drilling or testing, CONTRACTOR shall be
allowed up o six {€) months to cnable it to discover a Commercial
Cil or Gas Well or to establish 2 Commercial Discovery, as the case
may be. However, any such extension of up to six (0) months shail
reduce the length of the next succeeding Explovation period, as
applicable, by that amount.

VOLUNTARY:

CONTRACTOR may, voluntanily, duning any peood velinquish abl
or any part of the Area in whole Explorauon Biocks or pans of
Exploration Blocks provided that @t the time of such veluntary
relinguishment 1ts Exploration obligations  under Article TV (by)
rave been satistied for such penod.

Any rehnquishmcents hereunder shall be credited toward the
mandatory provisions of Articie V (a) above .

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon any arvea 10 be relinquished thergafter,
except for the relinquishment provided [or above at the end of the
total Exploration period.
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ARTICLE V1
QPERATIONS AFTER COMMERCIAL DISCOVERY

(1) On Comnercial Discovery, EGPC and CONTRACTOR tmay form
in the AR.E. an operating company pursuant 10 Articlie VI {b) and
Annex (12} (hereinafier veferved 10 as "Operating Company”™) which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shall be subiject to the approval of
the Minister of Petroleum. Said company shall be a private sector
company. Operating Company shall be subject {0 the laws and
regulations in force in the AR E. to the cxtent that such laws and
reguiztions are not inconsistent wilh the provisions of this
Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for the

purpose of this Agreemem, be exempted from the following Jaws

andd regulations as now or hereafter amended or substituted;

- Taw Na. 48 of 1978, on the employee regulations of public sector
COMPanies;

- Law No. 159 of 1981, promulgating the law on joint  stock
companies, partnership hmited by shares and hmied hkabiity
COMPARIES;

- Law No. 97 of 1983 promulgating the law concerning  public
sector arganizations and companes,

- Law No. 203 of 1991 promulgating the law on public business
sector companies; and

- Law No. 38 of 1994, organizing dealings in foreign currencies.
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{b)

{d}

The Charter of Operauing Company is hereto auached as Annex
"D Within thirty (30) days after the date of Commercial Oil
Inscovery or within thirty (30) days after signature of a (jas Sales
Agreement or commencement of a scheme to dispose of Gas
(unless otherwise agreed upon by EGPC and CONTRACTOR), the
Charter  shall take effect and  Operating Company shall
automatically come into exsstence without any further procedures.
The Exploration Advisory Commutice shail be dissolved forthwith
upon the relinguishment of the Area not converted 1o a
Development Lease.

Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Wark Program and Budget for further Exploration and
Development in any portion of the Area comverted mto a
Development Lease for the romainder of the year in which the
Commoercial Discovery s made! and wot Jater than four {4) months
hefore the end of the current Financial Yeur {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 agreed upon hy
EGPC and CONTRACTOR). Operating Company shall prepare an
annual Produciton Schedule, Work Program and Budget for further
Exploration and Development tn any portion of the Area converted
10 a Deavelcimen. Lease .0 rhe succeeding Financtal Year. The
Production Schedule, Work Program and Budget shall be submitted
to the Board of Directors {or upproval.

Not iater than the twentieth (20™) day of each month, Operating
Company shail furnish 1o CONTRACTOR a written estimate of its
total cash requirements for ¢xpenditure for the first half and the
second half of the succeeding maonth  expressed in U.s. Dollars
having regard to the approved Budget. Such estumate shall take
o consideration any cash expecied to be on hand at month end,
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(e)

(f)

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (15') day and fifteenth (15t day respectively, or the next

following business day, if such day 1s not a business day.

Operating Company is authorized to keep at its own disposal
abroad in an account opened witth a correspondent bank of the
Nationa] 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 for Operating Company

11 connection with its activites under this Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A R.E. a statement, duly certified 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 operauons there
exists an excess capacity in facilities which can not dunng the
period of such excess be used by the Operating Company , EGPC
shall use the excess capacity if it so desires without any financial or
operational disadvantage to the CONTRACTOR or Operating
Company.
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ARTICLE VII
RECOVYERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING
(a) (1} Cost Recovery Petroleum:

Sithject to the auditing provisions under this Agrcement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out
of thirty percent (30%) of all Petroleum produced and saved
(rom all Development Leases within the Arca hereunder and not
used in Petroleunm opcrations. Such Petroleum is hereinafter
referred to as "Cost Recovery Petroleum”.

For the purpose of dctermining the classiftcation of all costs,
expenses and cxpenditures for their recovery, the following terms
shall apply:

[. "Exploration Expenditures” shall mean all costs and expenses

for Exploration and the related portion of indircct expenses
and overheads.

2. "Development Expenditures” shall mean all costs and
expenses for Development (with the exception of Operating
Expenses) and the related portion of 1ndirect expenscs and
overheads.

3. "Operating Expenses” shall mean all costs, expenses and

cxpenditurcs made after initial Commercial Production, whick
costs, expenses and expenditures are not normally
depreciabie.

However, Operating Expenses shall include workover, repair
and maintenance of asscts but shall not include any of the
following: sidetracking, redrilling and changing of the status of
a well, replacement of assets or part of an asset, additions.
improvements, rencwals or major overhavling that extend the
life of the asset.
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Exploration Expenditures, Development Expenditures anag

Operating Expenses shall be recovered from Cost Recovery

Petroleum in the following manner:-

(i) "Exploration Expenditures”, including those accumulated prior

i the commencement of initial Comimercial Production, which

for the purposes of this Agreement shall mean the date on

which the first regular shipment of Crude OGil or the first

deliverses of Gas are made |, shall be recoverable at the rate of

twenty five percent {25%) per annum stagting either in the Tax

Year in which such cxpenditures are incurred and pwmid or the

Tax Year in which initial Commmercial Production commences,

whichever is the later date.

{ii} "Development Expenditures”, including those accumuiated

prior o the commencement of initial Commerciai Production

which for the purposes of this Agreement shail mean the dite

on which the [irst regular shipment of Crude Oif or the first

deliveries of Gas are made, shall be recoverable ai

rate  of twenty five percent (25%) per annum  starting either

in the Tax Year in which such expenditures are incurred and

paid or the Tax Year in which initial Commercial Production

commences, whichever is the later date.

(i} "Operating Expenses”, mownred and paid after  the daie of

mitial Commercial Production, which for the purposes of this

Agreement shall mean the date on which the first regular

shipment of Crude Oil or the first deliveries of Gas are made,

shall he recoverahle either in the Tax Year i which such

costs and expenscs are incuwred and pard or the Tux Year in

which initial Commercial Production occurs, whichever 15 the

ater date.
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(ivi To the exient that, m g Tax Yeour, COSIS, expenscs o
expenditurcs recaverable per paragraphs (1), (1) and (iii}
preceding, exceed the valve of all Cost Recovery
Petroleum for such Tax Year, the excess shall be camed
forwird for reccovery 1 the next succeedmg Tax Year(s}
unti]l fully recovered, but in no case after the termination
of this Agreement, as {0 CONTRACTOR.

{v} The recovery of costs and cxpenses, based upon the rales
referred to abave, shall be allocated to each quarter
proporbonately (one fourth to cach quarter). However,
any recoverable costs and expenscs not recovered in one
quarter as thus allocated, shall be caried forward for
rCCOVETy In the next quarter.

{2y Except as provided in Arucle VI {a) (3) and Article VI (e) {1),
CONTRACTOR shall cach guarter be ontitled to take und own
all Cost Recovery Petraleum, which shall be taken and disposed
of In the manner determined pursuant to Article VI {(¢). To the
extent that the value of all Cost Recovery Petroleum {as
determined in Arsticle VIt {(¢}] exceeds the actual recovcra_bie
costs and expenditures, including any carry forward under
Article VH {a) {1} (iv}). 10 be recovered 1n that quaricr, then the
value of such Excess Cost Recovery Petrolcum shull be split
between EGPC and CONTRACTOR 1 accordange with the
percentages specificd in Article VII (b) (1) below and EGPC's
shares shall be paid by CONTRACTOR 0 EGPC in cash m the
manner sct forth 1n Asticle TV of the Accounting Procedure

contained m Annex "E”.
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(b} Production Sharing

{1} The remaining seventy percent (70%) of the Petroleum shall

be divided between EGPC and the CONT
to the following shares: Such

disposad of pursuant to Article VIl {e¥:

{i) Crude Oil

Crade Oil produced and
saved under this  Agreement
and not used i Petroleum
operations. (BOPD)
{gquartcriy average).

That portion or mcremernt
up W less than 10,000

BGPD.

That portion or increment
from 10,000 and up to less
than 23,000 BOPD.

That portion or merement
from 25,000 and up to less
than 50,0060 BOPD.

That portion or mcrement
frarm 50,600 BOPD
and above.

EGPC
SHARE

{eighly percont}
{80%}

(eighty one percent)
{819}

{eighty three percent)
{83%}

{eighty five percent)
(85%)

TRACTOR according
shares shall be taken and

CONTRACTOR
SHARE

{twenly percent)
{ 20%)

(nineteen percent)
{19%)

{seventeen
percent )
£179%)

{fifteen percent)
{15%)
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{11} Gas and LPG

Gas and LPCr produced and
suved under this Agree-
ment and not used in Petro-
ieunt  operations  {SCEFDG

{quarierly gvorage).

That portion or increment
up 1o less than 50,000,000
SCED.

That portion or mcrement
from 50,000,000 and up 1o
less than 125,000,000 SCED.

That portion or increment
from 125,000,000 and up
to less than 250,000,000
SCFD.

That portion or mcrement
from 250.000,000 SCFD

and above.

LGPC
SHARE

{clahty percent)

{05

{eighty one percent}
{81}

(ci1ghty three percent)
(839%)

{eighty five percent)
(85%)

CONTRACTOR
SHARE

(twenty percent)

(20%:)

{nmetecn pereent)

{ 1)

(seventeen percent)
{17%)

{fifteen percent)
(159
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{2} After the end of each contractual year during the teym of
any Gas Sales Agreement entered into pursugnt to Article
VII (¢), EGPC and CONTRACTOR (as sellers} shall
render 1o FGPC or BEGAS {as buyer} a statement for  an
amount of Gas, if any, equal to the amount by which the
guantity of Gas of which EGPC or EGAS (as buyer) has
taken delivery falls below seventy five pereent {75%) of
the Contract quantities of Gas as established by the
applicable Gas Sales Agreement (the "Shortfall"),
provided the Gas is available. Within sixty (60} days of
rcocipt of the statement, EGPC or EGAS (as  buyer)
shall puy EGPC and CONTRACTOR (as sellers) for the
amount of the Shortfall, if any. The Shorttall shall be
included tn EGPC's and CONTRACTOR's entitiement
to Gas pursuant 1o Article VH (a} and Article VIE (b} in the
fourth (4%) quarter of such contractual year.

Quantties of Gas-not taken but 1o be puid for shall be
recorded in a separate "Takc-or-Pay Account”. Quantitics
of Gas ("Make Up Gas™) which are delivered 1 subsequent
vears in excess of seventy five porcent (75%) of the
contract quantities of Gas as established by the applicable
Gas Sales Agreement, shall be set against and reduce
quantitics 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 Gas, Such Make Up Gas shall aot
be included in CONTRACTOR's entitlement 1o Gas
sursuant 1o Article VI {a} and (b}, CONTRACTOR
shall have no rights to such Make Up Gas.
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If st the end of any Contract year, EGPC and
CONTRACTOR {as sclers) Tail to deliver seventy five
percent {75%) of the wwual conract quantity of Gas as
defined in the Gas Soles Agreemert with EGPC or
EGAS (as buyer), the difference between seventy five
nercent {75%:) of the annual Contract quantity of Gas and
the aciual zas quantity delivored shall be referved (o as
ihe "Deliver- or- Pay Shonfall Gas”. EGPU or EGAS (as
buyer) shall have the nght to take 3 quantity of Gus 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 defmed in the Gas Sales Agreemoent .

The percentages set forth in Adicle VH (a) and (b} in
respect of LPG produced from a plant  constructed and
aperated by or on behulf of EGP( and CONTRACTOR
shall apply 1o all LPG available for dehvery.

(¢} Valuation of Petroleum:
{1} ©Crude Oih

{i} The Cost Recovery Crude Qil o which CONTRACTOR
ts entitfed hereunder shall be valved by EGPC and
CONTRACTOR at "Muarket Price” for cach calendar
Guariern.

(11} "Market Price” shall mean the weighted average prices
reatized from sales by EGPC or CONTRACTOR dunng
the quarter, whichever is higher, provided that the sales (©

be used in arviving af the weighted averageds) shall be
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sales of comparable quantities on comparable credit terms
in freely convertible currency from F.Q.B. point of export
sales to non-affiliated companies at arm's length under all
Crude Oi} sales contracts then in effect, but excluding
Crude Qil sales contracts invoiving barter, and

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

(23 Sales involving a quid pro guo other than payment in a
freely convertible currency or motivated i whole OF in
part by considerations other than the usuval economic
incentives for commercial arm’s length crude oil sales.

It is undersiood that in the case of “C.LE." sales, appropnate
deductions shall be made for transpont and insurunce charges
1o calculate the F.O.B. point of expont price; and always taking
into account the appropriate adjustment for quality of Crude
Oil, freight advantage or disadvantage of port of loading and
other  appropriate adjustments, Market Price shall be
determined separately for cach Crude Oil or Crude Oil mix,
and for cach port of loading.

(iv) If during any calendar quarter, there are no such sales by EGPC

and/or CONTRACTOR under the Crude Oil sales contracts in
effect. EGPC and CONTRACTOR shalt mutually agree upon
the Market Price of the barrel of Crude O3} 10 be used for such
quarter, and shall be guided by alt relevant and available
evidence including current prices in freely convertible currency
of leading crude cils produced by major ofl producing
countries (in the Arabian Gulf or the Medierranean Area),
which are regularly seld in the open market according 10
actual sales contracts terms but excluding paper sales and
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salos promises where no crude oil 8 delivered, 1o the extent
that such sules are effected under such terms and conditions
{excluding the price} not significantly differant  from those
utder which the crude oil to be valued, was sold, and always
taking into consideration appropriate adjustments for crude ol
gquality, freight advantage or disadvantage of port of loading
and other appropriate adjustments, a3 the  case may be, for
differences in gravily, sulphur, and other factors gencrally
recognized by sellers and purchasers, as refiected In crude
prices, tansportation pinety {90} days mmsurance premiums,
unusuad foes borse by the seiler, and for credit terms in oxcess
of sixty (60} days, and the cost of loans or guarantecs grantad
for the benelit of the seliers at prevailing interest rates.
ft is the intent of the Purties that the value of  the Cost
Recovery Crude Ol shall reflect the prevatling murket price
{or such Crude Ol

(v} If eithey EGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph (1) above does not
reflect the provailing Market Price or in the gvent EGPC and
CONTRACTOR fail 1o zoree on Market Price for any Crude
O3l produced under this  Agreement for any quarter within
fifteen (13) days afier the end thereof, any party Ay
clect at any Ume thoreafier 1o submit 10 2 single whitrator
the guestion, what sipgle price per barrel, in the arbitrator’y
fudement, hest represents for the pertiment quarter the Market
Price for the Crude OH in question. The arbitrator shall make
his determimion ag soon as possible following the quarter in
question. His determination shail be final and binding upoen all
the parties. The arbiirator shall be selected n the manner
doscribed helow,
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In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30} days from the date any party
notities the other that it has decided to submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appomnting authority
designated tn 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 writien
application of one or both of EGPC and CONTRACTOR.
Copy of such application by one of them shall be promptly
sent to the other.

The arbitrator shall be as nearly as possible a person with an
established reputation in the imtemartional petreleum industry
as an expert in pricing and marketing crude ol 1n internationat
commerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with both the A.R.E.
and England. He may not be, at the nme of selection.
employed by, or an arbitrator or consultant on a continuing or
frequent basis to. the Amencan Petroleum Institute, the
Organization of the Petroleum Exporting Countries or the
Organization of Arab Petroleum Exporting Countrnies, or a
consultant on a continuing basis to EGPC, CONTRACTOR or
an Affiiated Company of either, but past occasional
consultation with such companies, with other petroleum
companies, governmental agencies or orgamzations shall not
be a2 ground for disquahfication. He may not have been, at
any time dunng the two (2) years before selection, an
employee of any petroleum company or of any governmental

agency or organization.
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Should a selected persan decling or be unable 10 serve a3
arbitrator or should the position of arbitrator fall vacant prior
o the decision called for, another person shall be chosen 111 the
sarne manner provided in  this  paragraph. EGPC  and
CONTRACTQR shall share equally the expenses of the
drbiraror.,

The arbitrator shalf make his determination in  accordance
with the provisions of this paragraph, based on the bost
avidence avaifable to him. He will review oil sales contracts as
well as other sales data and information but shall be free 10
evaluate the extent 1o which any contracts, duta or miormation
is substantiated or pentinent. Representatives of EGPC and
CONTRACTOR shall have the nght fo consult with the
arbitrator and furnish him wrilten matengls provided the
arbitrator may mpose reasonable limitations on this night
EGPC and CONTRACTOR cuch shall cooperate with the
arbitrator to the fullest  extent and each shall insure such
cooperation of its trading compantes. The arbitrator shall be
provided access to crude oil sales contracts and  reluted data
and information which EGPC and CONTRACTOR or their
trading companics are able to muke svailable and which in the
judgment of the arbitrator might aid the arbitrator in making u
valid detgrmination.

(vi) Pending Market Price agreement by EGPC and CONTRACTOR

or determination by thc arbitrator, as applicable, the Market
Price agreed for the quarter preceding the quarter i question
shall remain temporarily in effect. In the event either EGPC
or CONTRACTOR should incur a loss by virtwe of the
temnporary coptinuation of the Market Price of the previous
guarter, 1 shall promptly be reimbursed such loss by the other
party plus simple interest at the LIBOR plus two and one - hait
percent {2.5%) per annum rate provaded for i Article IV ()
from the date on which the disputed amount(s) shouid huve
been paid {0 the date ot payment.
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(2) Gasand LPG

(1} The Cost Recovery and Production Sharing Gas Price will be

(11)

agrced upon between CONTRACTOR and EGPC or EGAS
after the Commercial Discovery and before converting an area
to a development lease(s) according to the average prevailing
gas prnice of the Mediterranean region at that time . Except gas
for export (LNG), where production sharing gas price will be

at net back price .

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 = 095PR-(J x 0.85 x F__
42.96 x 10°

Vhere:

PLPG = LPG price (separately determined for Propane and

Butane) in U.S. Dollars per metric ton.

PR = 'The average over a penod of a month of the figures
representing the mid-point between the high and low
prices in U.S. Doliars per metric ton quoted in

“Platt’s LPGaswire™ during such month for Propane
and Butane FOB Ex-Ref/Stor. West Mediterranean.

J = BTU’s removed from the Gas stream by the LLPG plant

per metric ton of LPG produced.
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a value 1n U.S. Doilars per metiic ton of the crude ol
of Gult of Suez Blend "FOB Ras Shukhenr” A R.E.
calculated by referring to "Platt's Qilgram  Price
Report” during a month under the heading "Spot
Crude Price Assessment for Suez Blend”. This value
reflects the total averages of the published low and
high values for a Barrel during such month divided
by the number of days in such month for which such
values were quoted. The value per metric ton shalt
be calculated on the basis of a conversion factor to
be agreed upon  annually between EGPC and
CONTRACTOR.

In the event that "Platt's LLPGaswire” 1s issucd on
certain days during a month but not on others, the
value of (PR) shall be calculated using only those
1ssucs which are published during such month. In the
event that the value of (PR) cun not be
determined because "Platt's LPGaswire™ 1is not
published at all dunng 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 published sources
or if the value of (PR) cannot bc determincd
pursuant to the foregoing for any other rcason,
EGPC and CONTRACTOR shail meet and agree the
value ot (PR) by reference (o the valuc of LPG
(Propane and Butanc) delivered FOB from the
Mediterrunean Area.

In the event that the value of F cannot be determined
because Platt’'s Orleram Price Report 1s not pubhished
at all during a month , EGPC and CONTRACTOR
shall meet and agree the value of F by reference to
other published sources. In the event that there are no
such published sources or if the value of F cannot be
determined pursuant to the forcgeoing tor any other
reason. EGPC and CONTRACTOR shall meet and
agree to a value of F.
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(d)

Such valuation of LPG is based upon delivery at the delivery
point specificd in Article V11 (e) (2) (in).

(i) The prices of Gas and LPG so calculated shall apply during

the same mornth.

(iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than 1o
EGPC or EGAS pursuant to Article VII (¢) shall be valued at

their actual realized price .
Forecasts:

Operating Company shall prepare (vot less than ninety (90) days
prior to the beginning of each calendar semester following first
reeular production) and furnish in writing to CONTRACTOR  and
EGPC a forecast setting out a total guantity of Petroleum that
Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester in accordance

with good o1l and gas industry practices.

Operating Company shalt endeavor to produce each calendar
semester the forccast quantity. The Crude Oil shall be run to
storage tanks or offshore loading facilities constructed, maintained
and operated according to Government Regulatons, by Operating
Company in which said Crude Ol shall be metered or otherwise
measured for royalty, and other purposes required by this
Agrcement. Gas shall be handled by Operating Company n

accordance with the provisions of Article VII (¢) .
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(e)

Disposition of Petroleum:

(1Y EGPC and CONTRACTOR shall have the rnight and the

obligation to separately take and {reely export or otherwise
disposc of, currently all of the Crude Oil to which cach 13
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 ght to remit and retain abroad
ail funds acquired by it including the proceeds from the sal¢ of

its share of Petroleum.

Notwithstanding anything to the contrary under this
Agreement, priority shall bc given 1o meet the requirements
of the A.R.E. market from CONTRACTOR's sharc under
Articie VII (b) of the Crude Oit produced from the Area and

EGPC shall have the prcferential right to purchase such Crude

- Otl at a prnice to be determined pussuant to Articie VI (c).

The amount of Crude QOil so purchased shall be 4 portion of
CONTRACTOR's sharc under Article VII (b). Such amount
shall be proportional to CONTRACTOR's share of the total
production of crude oil from thc concession areas m  the
A R.E. that are also subject 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 frecly
convertible currency remittable by CONTRACTOR abroad.

It 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 10 be purchased during such

semester under this Article VII (e) (1).
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(2} With respect to Gas and L.LPG produced from the Area:
(i) Prority shall be given to meet the requirements of the

()

local market as determined by EGPC.

In the event that EGPC or EGAS is to be the buyer of
Gas, the disposition of Gas to the local markets as
indicated above shall be by virtue of long term Gas Sales
Agreements to be entered into between EGPC and
CONTRACTOR (as sellers) and EGPC or EGAS (as
buyer).

EGPC and CONTRACTOR (as sellers) shall have the
obligation to deliver Gas to the following point where
such Gas shall be metered for sales, royalty, and other
nurposes required 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 Lease pipeline to the nearest point
on the  National Gas Pipeline Gnd System as
depicted in Annex "F" hereto, or as otherwise

agreed by EGPC and CONTRACTOR.

(b) In the event an LPG plant 1s constructed to process
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the inlet to such
LPG Plant. However, notwithstanding the fact that
the metering shall take ptace at the LPG Plant
inlet, CONTRACTOR shall through the Opcrating
Company build a pipeline suitable for transport of
the processed Gas from the LPG Plant outiet to the
nearest point on the National Gas Pipehne Gnd
System as depicted in Annex "F" hereto, or
otherwise agreed by EGPC and CONTRACTOR.
Such pipeline shall be owned 1n accordance with
Article VIII (a} by EGPC, and its cost shall be
financed and recovered by CONTRACTOR as
Development Expenditures pursuant to Article VII.
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(111} EGPC and CONTRACTOR shall consult together to

{(1v}

determine whether to buitd an LPG plant for recoverng
LPG from any (as produced hereunder. In the evenlt
EGPC and CONTRACTOR decide to biild such a plant,
the plant shall, as is appropnate, be m the vicinty of the
pont of delivery as determined in Article I and Article
VII{e)2(ii). The debvery of LPG for, royalty and other
purposes required by this Agreement shall be at the outlet
of the LPG plunt. The costs of any such LPG plant shall
be recoverable in zccordance with the provisions of this
Agresment unless the Minister of Petroleum agrees to

accelerated recovery.

EGPC or EGAS (as buyer) shall have the option to elect,
by nirety {(90) davs pnior written notice to EGPC and
CONTRACTOR (as seliers), whether payment for the
Gas which 1s subect to a Gas Sales Agreement between
EGPC and CONTRACTOR (as sellers) and EGPC or
EGAS (as buyer) and LPG produced from a plant
constructed and operated by or oo behalf of EGPC and
CONTRACTOR, as wvalued in accordance with Article
VII {c}, and to which CONTRACUTOR s entitied under
the Cost Recovery and Production Shanng provisions
af Article VIL of this Agreement, shall be made 1} in cash
or 2} in kind.

Payments in cush shall be made by EGPC or EGAS (as
buyer) at intervals provided for in the selevant Gas

Sales Agreement in US. Dollars, remittable by
CONTRACTOR abroad.
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Pavinents in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR i3
entiticd into equivalent barrels of Crude O1l 1o be taken
concurrently by CONTRACTOR from the Area, or to the
extent thut such Crude Oil is insufficient, Crude Onl from
CONTRACTOR's other conccssion arcas or such other
areas as may be agreed. Such Crude Oil shall be added to
the Crude Gil that CONTRACTOR is otherwise entitlel
to lift  under this Agreement. Such equivalent bamels
shall be calculated on the basis of the provisions  of
Articte VIT {¢} relating to the valuation of  Cost
Recovery Crude O,

Provided that:

(aa)} Payment of the vaiue of Gas and LPG shail abways
be made in cash i LS. Dollars remittable by
CONTRACTOR abroad to the cxtent  that there s
insufficient Crude Ot available for conversion as
provided tor above.

(bb)y Payment of the value of Gas and LPG shall always
be made in kind as provided for above 1o the extent
that payments in cash are not made by EGPC.

Puyments to CONTRACTOR {whether in cash or
kind), when related to CONTRACTOR's Cost
Recavery Peiroieum, shall  be included in
CONTRACTOR's Statement of Recovery of Cosis
and of Cost Recovery Petroleum refered 1o
Article IV of Anncx "E" of this Agrcement.

(v} Should EGPC or EGAS {as buyer) fml to enter into 4

fong-term  Gas  Sales Agreement with EGPC  and
CONTRACTOR {as sellers) within four {4) years from &
netice of Commercial Gas Dhiscovery pursuant o Article
{11, EGPC and CONTRACTOR shall have the night 10
wike und freely dispose of the guantity of Gas and LPG
in vespect of which the notice of Commercial  PHscovery
is given by exporting such Gas and LPG.
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{(vi) The proceeds of sale of CONTRACTOR's share of Gas
and LPG disposed of pursuant to the above sub-paragraph

(v) may be freely remitted or retained abroad by
CONTRACTOR.

(vi1) In the event EGPC and CONTRACTOR agree to accept
new Gas and LPG producers to join tn an ongoing export
project, such producers shall have to contribute a fair and
equitable share of the investment made.

(viil) (aa) Upon the expiration of the four (4) year period

(bb)

{(cc)

refecrred to i Arucle VI (e) (2)  (v),
CONTRACTOR shall have the obligation 10 exert
its reasonable efforts to find an export market for
(1ds reserves.

In the event at the end of the tour (4) year penod
referred to under Article VII {e) (2) (v),
CONTRACTOR and EGPC have not entercd into
a Gas Sales Agreement, CONTRACTOR shall
retain 1ts rights to such Gas reserves for a further
period of up to four (4) years, subject to Artcle
VI (e) (2) (vni)(cc), duning which period EGPC
shall attempt to find a markel for Gas reserves.

In the event that CONTRACTOR 1s not exporting
the Gas and CONTRACTOR has not entered nio
a Gas Sales Agreement pursuant to Article VI (¢)
(2) prior to the expiry of eight (8) years from
CONTRACTOR's notice of Commercial Gas
BDiscovery, CONTRACTOR shall surrender the
Gas reserves in respect of which such notice has
been given. It being understood that CONTRACTOR
shall, at any time prior to the expiry of such eight

(8) year period, surrender the Gas  reserves,

if CONTRACTOR is not exporting the Gas and
CONTRACTOR does not accept an offer of a
Gas Sales Agreement from EGPC within six (6)
months trom the date such offer is made provided
that the Gas Sales Agreement offered to
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CONTRAUTOR shal take into consideration the
refevant technical and coonorme Dactors 1o onable
a commercia contract including

- A sufficient delvery rate.

- Deitvery pressure o enter the National Gas
Pipeline Grid System at the point of delivery.

- Dehvered Gas quality specifications not more
stringent than those imposed or required for the
National Gas Pipeline Gnid Svstem.

- The Gas prices as specified in the Gas Sales
Agreement.

(dd) In the cvenl that CONTRACTOR has not cntered
mto a Gas Sales Agreement pursuant to Article
VI (¢) (2)or atherwise found an acceptable
scheme for commercial disposal of such Gas | at
the tme of the expiration of eght (8) years from
CONTRACTOR's notice of Commercial Discovery
of Gas or faiimg agreement with EGPC on gas
disposal al the expiration of ¢ight (8) vears,
CONTRACTOR shall surrender 0 BEGPC such
Development Lease (s) in which Gas discavery 1s
made.

(ix] CONTRACTOR shail not be obhgated 1o surrender a
Development Lease based on a Commerciai Gas
Dwscovery, if Cricle Qi has been  discovered in
commercial guannues in the same Development Lease.

{f} Operations:

If foliowing the reversion o BEGPC of any nights o Crude O
hereunder, CONTRACTOR remins rights to Gas i the same
Development Lease, or if, following swrender of rights to Gas
hercunder, CONTRACTOR retains rights to Crude Ol in the same
Pevelopment Lease, operations 10 explore for or exploit the
Patroleum, the rights to which have reverted or been surrendered
(Ot or Gas as the case may be) may only be carried out by
Operating Company which shall act on behalf of EGPC alone,
unless CONTRAUTOR and EGPC agree otherwise,
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(g) Tanker Scheduling:

Al a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree upon a
procedure for scheduling tanker liftings from the agreed upon point
of export.

ARTICLE VIII
TITLE TO ASSETS
(a) 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 in accordance with the
following:

(I} I.and shall become the propenty of EGPC as soon as it is
purchased.

{(2) Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR to EGPC as
they become subject to recovery in accordance with the
pravisions of Articlc VII; however the full title to fixed and
movable assets shall be transferred automatically from
CONTRACTOR to EGPC when its total cost has been
recovered by CONTRACTOR in accordance with the
provisions of Article VII or at the time of termination of this
Agreement with respect to all assets chargeable to the

operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC or
by Operauing Company to EGPC and CONTRACTOR within
thirty (30) days of the end of euch quarter.
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(b) During the term of this Agreement and the renewal perdod EGPC,
CONTRACTOR and Operating Company are entitled to the full use
and crpoyment of all fixed and movable assets reforred to above n
connection with operations hereunder or under any other Petroleum
coneession  agreement entered  mto by the Parues. Proper
accounting adjustment shatl be made. CONTRACTOR und EGPC
shiall not dispose of the same except with agreement of the other,

fcy CONTRACTOR and Operating Company may freely import into the
AR.E., vse therein and frecly export at the end of such use,
machinery and equipments which they cither sent or lease in
accordance with good industry practices, including but not limited to
the lease of computer hardware and software.

ARTICLE IX
BONMUSES
(a) CONTRACTOR shall pay 1o EGPC as a signatare bonus the sum of
one mithon US, Dollars ($1.000,000) on the Effective Date.

thy CONTRACTOR shall pay to EGPC as a bonus the sum of one
hundred thousand U.S. Dollars {$3100.000} upoen approval of each
BPevelopment Lease.

(¢} CONTRACTOR shall pay to EGPC as 4 bonus the sum of {ive
hundred thousand U.S. Doliars (3500000} upon the first production
from the area

{d) CONTRACTOR shall pay to EGPC the 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
ten thousand { 10,000 ) Barrels of oil or equivalent per day for a
neriod of thirty {30} consecutive producing days. Payment will be
made within fifteen (15} days thercafier.
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{e) CONTRACTOR shall aiso pay to EGPC the additional sum of one

{t)

(2)

fie]

miilion U.S. Dollars ($1,000,000) 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 oil or equivalent per
day for a pertod of thirly (30) cousecutive producing days. Payment
witl be made within fifteen {13} days thereafter.

CONTRACTOR shall also pay to EGPC the additional sum of two
mithion U.5. Dollars (32,000,000} as a4 production bonus when the
total average daily production from the Area first reaches the rate of
fifty 1thousand ( 50,000 ) Barrels of cil or eguivalent per day for a
period of thirty (30) consecutive producing days. Payment will be
made within fifteen (15) days thereafter.

CONTRACTOR shall also pay 1o EGPC the additionat sum of
four mitlion U.S. Dollars { $ 4,000,000) as a production bonus when
the total average daily production from the Ares first reaches the
rate of one hundred thowsand { 100 000 Y Barmels of il or
equivalent per day for a period of thirty (30) consecutive producing
days. Payment will bc made within fifteen (15) days thereafter.

(h) CONTRACTOR shall pay to EGPC as a bonus the sum of one

()

hundred thousand U.S. Dollars ($100,000) upon approval to enter
into the five (5} vear extension pertod pursuant o Article ¥
paragraph {d) {3} {(hb}. |

All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR.

In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article 1II {¢) (iv), production
from such sole risk area shall be considered for the purposcs of this
Article 1X only if CONTRACTOR exercises its option 10 share in
such production, and only from the intial date of sharing.
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ik} Gas shall be taken into account for purposes of determining the fotal
average daily production from the Area under Arucle [X (d-g) by
converting daily Gas delivered into equivalent batrrels of daily Crude

Oil production in accordance with the foliowing formuia;
MSCF x H x 0. 167 = equivalent barrels of Crude Gil
where
MSCF = one thousand Standard Cubic Feet of Gas,

H = the number of million British Thermal Units (BTU's per
MSCF).

ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall maintain an office i A R.E. at which notices shall

be validly served.

The General Manuger and Deputy General Manager shali be entrusted by
CONTRACTOR with sufftcicnt power to carry out immediately all
local written directions given to them by the Government or s
representatives under the terms of thus Agreement. All lawiul regulations
issued or hereafter to be issued which are applicable hereunder and not
in conflict with this Agreement shall apply to the duties and agtivities of

the General Manager and Depuly General Manager.,

All matiers and notices shall be deemed to be vahdly served which are
delivered to the office of the General Manager or which are sent to him
by registered mail 10 CONTRACTOR's office in the ARE.

All marnters and notices shall be deemed to be validly served which are
delivered 1o the office of the Chatrman of EGPC or which are sent to
him by registered madl at EGPC's main office in Catro.
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ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shalt take all proper measures, according to
gencrilly accepted methods in use in the oil and gas industry to
prevent loss or waste of Petroleum above or under the ground in any
form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the rght to prevent
any operation on any well that it might reasonably expect would

result in loss or damage to the well or the Q1] or Gas field.

(b) Upon completion of the drlling of a productive well, Operating
Company shall inform the GOVERNMENT or its representative of
the ume when the well will be tested and the production ratc

ascertained.

(c} Except in instances where multiple producing formations in the same
well can only be produced economically through a single tubing
string, Petroleum shall not be produced from multiple oil beaning
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which

shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities ot
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent o 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
regarding the production from the Area shall be available at all

reasonable times for examination by authorized representatives of
the GOVERNMENT.
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{¢) Daily drilling records and the graphic logs of wells must show the
quantity and type of cemenl and the amount of any other materials
used in the well for the purpose of protecting Petroleum, gus bearing

oy {resh water strata.

(fy Any substantial change of mechanical condiions of the well aller is

completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(1) EGPC, CONTRACTOR. and Operating Company shall be permitied
to import and shall be exempted from customs duties, any  1axes,
levies or fees {including fees imposed by Ministenial Decision Ne.
754 of 1993 issued by the Muinister of Finance, 48 now or hereafter
amended or subsiituted) of any nature and from the ympostation rules
with rcspect to the importation of  machinery, cquipment.
appliances, materials, items, means of transport and transpertation
{the exemption from taxes and duties for cars shall only apply to cars
to be used in operations), eleclric appliunces, air condilioners for
oifices, ficld housing snd faciliues, electromic dppliances, compuier
hardware and software, a3 welt as spare parts required for any of the
imported items, ali subjcct 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 awmomaucally result in the impornation

and the exemption without any further approval, delay or procedure.
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(b) Machinery, equipment, appliances and means of transport and

(c)

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 dulies, any 1laxes,
levies or fees (including fees imposed by Ministenial Decision No.
254 ot 1993 issucd by the Minister of Finance, as now or hereafter
amended or substituted) of any nature ,upon presentation of a duly
approved certificate issued by an EGPC responsible representative
nominated by EGPC for such purpose which siates, that the
imported items are required for conducting the operations pursuant
to this Agreement. Items (excluding cars not to be wused
operations) set out in Aricle XII (a) imported by EGPCS,
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
excmption set forth in Article XII (a) after being duly cerufied by an
EGPC responsible  representative (o be used for conducting

operdtions pursuant 1o this Agreement.

The expatriate employees of CONTRACTOR, Operating Company
and their contractors and sub-contractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and

charges except within the limits of the provisions of the laws and
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regulations applicable in the A.R.E. However. personzl hausehold
goods and fumiture (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
feter 1o the appropriate customs asuthorities by CONTRACTOR or
Qperating  Company approved by an  EGPC responsible
representative that the imported items are imported for the soli¢ use
of (he expatriate empleoyee and his family, and that such mmported
items shall be re-exported outside the A.R.E. upon the repatriation of

the voncerned expainaie employee.

ftems imported into the AR E. whether exempl or not exempt {rom
customs dutics and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after oblaining
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 items have been already exempt, bemng
apphcable. Such items may be sold within the A R.E. after obtaming
the appraval of BEGPC which approval shall not be unreasonably
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 tiems and the tanif
appiicable on the date of sale, unless such items have already
been sold 1o an Affiliated Company of CONTRACTOR, if any, or
EGPC, having the same exemplion, of uniess nitle to such items

{fexcluding cars not used in operatons} has passed to EGPC,
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In the event of any such sale under thas paragraph (d), the procceds
from such sale shall be divided in the following manner:

CONTRACTOR shall be enutied to reimbursement of 1ts

unrecovered cost, 1f any, in such items and the excess, it any, shall
be paid to EGPC.

{€) The exemption provided for in Article XII (a) shall not apply to any
imported items when items of the same or substantially the same
kind and quality are manufactured focally  meeting
CONTRACTOR's and/or Operating Company's specifications for
quality and safety and are available for timely purchase and delivery
in the A.R.E. at a price not higher than ten percent (10%) of the cost
of the imported item, before customs dutics but after freight and
insurance costs , if any , have been added.

(f) CONTRACTOR, EGPC and their respective buyers shall have the
right to freely export the Petroleum produced from the Area
pursuant to this Agreement; no license shall be required, and such
petroleum shall be exempted from any cusioms dulies, any taxcs,
levies or any other tmposts in respect of the cxport of Petroleum
hereunder.

ARTICLE XIII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(1) EGPC, CONTRACTOR and Operating Company shall each maintain
at  their business offices in the A R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used i the petrolcum
industry, and such other books and rccords as may be necessary to
show the work performed under this Agreement, 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 in United States Dollars.
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Operating Company shall furnish to the GOVERNMENT or 1ts
representatives menthly returns showing the amount of  Petroleum
produccd and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or its rcpresentative and
shall be signed by the General Manager or by the Deputy Gereral
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representative within  thirty (30) days alter
the end of the month covered in the return.

(b) The aforesaid books of account and other books and records referred

(c)

(&)

1o above shall be available at #ll reasonable times lor inspection by
duly authonzed representatives of the GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss Stalement
of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show 1ts net profit or
loss {rom the Petrolcum operations under this Agreement for such
Tax Year,

CONTRACTOR shall at the same time submut a vear-end Balance
Sheet {or the same Tax Year to EGPC. The Balance Sheet and
financial statements shall be cerified by an Egyptian certified

accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTTON

CONTRACTOR and/or Operattng Company shall prepare and, at
all times while this Agreement 1s in force, maintain accurate and
current records of its operations 1n the Area. CONTRACTOR and/or
Operating Company shall furmish the GOVERNMENT or its
representative, in conformity with applicable regulations or as the
GOVERNMENT or its representative may rcasonably require
information and data conceming its operations under this Agreement,
Operating Company will perform the funcuons indicated in this
Article XIV 1n accordance with its role as specified in Article VI.
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(b) 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 directed by the GOVERNMENT. All samples acquired by
CONTRACTOR and/or Operating Company for their own purposcs

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

(c) Unless otherwise agreed to by EGPC, 1n case of exporting any rock

(d)

(e)

samples outside A.R.E., samples equivalent in siz¢ and quality shall,

beforc such exportation, be delivered to EGPC as representative of
the GOVERNMENT.

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 a4 comparable record, if available, is
mantained in the AR.E. and provided that such exports shall be
repatriated 1o A.R.E. prompltly following such processing or analysis
on the understanding that they belong to EGPC.

During the pernicd CONTRACTOR 15 conducting the Exploration
operations, EGPC's duly authonized representatives or employees
shall have the right 1o full and complete access 10 the Area at all
rcasonable timecs with the right to observe the operations being
conducted and to ingpect all assets, records and data kept by
CONTRACTOR. EGPC's representative, in exercising its rights

under the preceding sentence of this paragraph (e), 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) information and interpretation of such data. and other
mformation i CONTRACTOR's possession.
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For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may, after the ninth (9%) year of the Exploration period
or the date of termination of this Agreement, whichever is the earlier,
show any other party uninterpreted basic geophysical and geological
data (such data to be not less than one (1) year old unless
CONTRACTOR agrees to a shorter period, which agreement shall
not be unreasonably withheld) with respect to the Area, provided that
the GOVERNMENT and/or EGPC may at any time show another
party such data directly obtained over or acquired from those parts of
the Area which CONTRACTOR has relinquished as long as such

data 1s at lcast one (1) year old.
ARTICLE XYV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall enurely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR's Exploration
operations and shall indemnify the GOVERNMENT and/or EGPC
against all damages for which they may be held liable on account of any
such operations.

ARTICLE XV¥I]
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 examune the books,
registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enfercing this Agreement. They shall. for this purpose,
be cntitled to make reasonable use of the machinery and instruments of
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CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall anse dtrectly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Operating
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 its own employees in the field and shall provide them, free of
charge, the use of reasonable office space and of adequately furnished
housing while they are in the field for the purpose of tacilitating the

objectives of this Article. Without prejudice to Article XIV (e) any

and all information obtained by the GOVERNMENT or 1ts representatives
under this Article XVI shall be kept confidential with respect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSMONNEL
(a) It is the desire of EGPC and CONTRACTOR that operations

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

(1) The expatriate administrative, professional and technical personnel
employed by CONTRACTOR or Operating Company and the
personnel of its contractors for the conduct of the operations
hereunder, shail be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministerial Order No. 280 of
1981 as amended, and CONTRACTOR agrees that all immugration,.
passport, visa and employment regulations of the A.R.E., shal
be applicable to all alien employees of CONTRACTOR working
in the A.R.E.
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(2} A mummum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatriate administrative,
professional and  technical personnel employed by
CONTRACTOR or Operating Company shalli be paid monthly
in Egyptian Cusrency.

(b) CONTRACTOR and Operating Company shall each select its

(c)

employees and determine the number thereof, to be used for

operations hereunder.

CONTRACTOR, shall after consultation with EGPC, prepare and
carry out specialized training programs for all its A.R.E. employees
engaged mn operations hereunder with respect to applicable aspects
of the petroleum industry. CONTRACTOR and Operating Company
undertake to replace gradually their non-executive expatriate stait by

qualified nationals as they are available.

(d) During any of the Exploration phases, CONTRACTOR shall give

mutually agreed numbers of EGPC employees an opportunity 1o
artend and participate in CONTRACTOR's and CONTRACTOR's
Affiliated Companies training programs relating to Exploration and
Development operations. In the event that the total cost of such
programs is less than fifty thousand (50,000) United States Dollars in
any Financial Year during such period, CONTRACTOR shall 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 (U.5.$50,000) allocated for training, be pad
directly to EGPC for such purpose.
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ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law
No. 66 of 1953 (excluding Article 37 thereof) as amended by Law
No. 86 of 1956 and the regulations issued for the implementation
thereof, including the regulations for the safe 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 thercof, shall be contrary to or inconsistent with the

provisions of this Agreement.

(b) CONTRACTOR and Operating Company shall be subject to the
provisions of the Law No, 4 of 1994 concermning the environment and
its executive regulation as may be amended, as well as any laws or
regulations may be issued, concemning the protection of the
environment which are consistent with the provisions of this

Agreement.

(c) Except as provided in Article III (g) for Income Taxes, EGPC,
CONTRACTOR and Operating Company shall be exempted from

all taxes and duties, whether imposed by the GOVERNMENT or
municipalities including among others, Sales Tax, Value Added Tax

and Taxes on the Exploration, Development, extracting, producing,
exporting or transporting of Petroleum and LPG as well as any and
all withholding taxes that might otherwise be imposed on dividends,
interest, technical service fees, patent and trademark royalties, and
similar items. CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR, or distnibutions of any income
to the shareholders of CONTRACTOR, and from any tax on capital.
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(d) The rights and obligations of EGPU and CONTRACTOR hereunder,
and for the cffective term of this Agreement shall be governed by
and in accordance with the provisions of this Agresment and can
anly be altered or amended by the written mutual agreement of the
saicd contracting parties in the same procedures by which the original
Agreement has been issued.

{¢) The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject 10 the provisions of this
Agrecment which affect them. Tnsofar as all regulations which are
duly issued by the GOVERNMENT apply from time (o time and are
not i accord with the provisions of this Agreement, such regulations
shull not apply to CONTRACTOR, Operating Comipany and therr
respective contractors and sub-contractors, as the case may be.

(Y BGPC, CONTRACTOR, Operating Company and thetr respective
comractors and sub-contractors shail for the purposes of this
Agreement be exempted from atl professtonal stamp duties, imposts
and levies ymposed by syndical laws with respect to their documents
arud activiies hereunder,

(g AH the exemptions from the application of the ARE. laws oy
regulations granted to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-coniractors under {his
Agreement shall include such laws and regulations as presently in
effect or hereafter amended or substituted.

ARTICLE XIX
STABILIZATION

In case of changes in existing legisiation or regulations applicable to the
conduet of Exploratron, Development and producnion of Petroieum,
which take phace after the Effective Date, and which significantly affect
the econormc interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligauon to
remit to the AR.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
or regulatory measure. In such case, the Parties shall negotiate possible
modifications fo this Agreement designed 1o restore the economid
balance thereof which existed on the Effective Date.
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The Parties shall use their best efforts to agree on amendments to this
Agreement within ninety (90) days from aforesaid notice.

These amendments to this Agreement shall not tn any event diminish or
increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

Failing agreement between the Parties during the period referred to above
in this Article XIX, the dispute may be submitted to arbitration, as
provided in Article XXI1V of this Agreement.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national cmergency due to war or imminent expectation of
war or internal causes, the GOVERNMENT may requisition aill or
part of the production from the Area obtained hereunder and require
Operating Company to increase such production to the ulmost
possible maximum. The GOVERNMENT may also requisition the
Qil and/or Gas field itself and, if necessary, related facilities.

(b) In any such case, such requisition shall not be effected except atter
inviting EGPC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their
views with respect to such requisition.

(¢) The requisition of production shall be effected by Ministenial Order.
Any requisition of an Oil and/or Gas field, or any related facilities
shall be effected by a Presidential Decree duly notified to EGPC and
CONTRACTOR.

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

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

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



Yof K iy VY 5 () b ¥ sl = e )l G4

Vi

et G 5 S50 el L g b Sy ), gl BB el ey
S JyLatl Jl s ey i ) UL sy () 3, sda
Iared] ps oy - B ) L goald AR A5G Y Guinal] LY )

) s Ll Ul el b )l iy il ade Jpall

9 plaa1y dualal ad
i
J.SU.FLM_;J _,i Eﬁjfgﬁ#ﬂidﬁ J_)Lu.rui J_,Liil_,i ;--‘J1‘__,A6‘YJ_,?UY {h

AP - -

LY s o gt by ak | wslal;2l _,| ul...-rlj_ﬂubl......ol A a.s_,.n:-_,a.ﬂ.:)'
@-a-a-uﬁ_s:uﬁ|w*-ﬂ*—5'm1ﬁaﬂ J'""L."‘f.':"ﬁl AR ui;b-!‘lJ—"
Lo 31 Lze JLl ol ladl e Jpad| g gl N1 a5 J1,aY

RS U iy LOWL| U
HICS PR -1 |»ym|y‘;&J,mJJuwle,hJ|ug¢, ()
:_;ml.no;z:_zU|J-L-_-_t|Qu1;JL u,nt.“s;,;,;,im (V)

ol uuﬂlujulcjj.ubp,.aaLALJ L...J|4.A_.J_,L}.a.:..‘2-.i',,_,|u,au (Y)
s iV i ke gyl 201 Ol 1 o33k a] Ll
NP VPI VIR PG| I BN ) T, PRV L S L g VI o) PR R L
B alazely Lpasid) Zoght Ml od s J3Lall 2005 gy 20 o
Ly Lol ]
Lids o] Wldhode Sl g5 2y T o @ ] a1 I3l 6 ()
AL de SOl Ll g by o il Lsld i sl ods Loy
U s ol Lol ST ol e ey Lo ST UL T LT e
rORELS P FTS (I P RO T U K-S N RO PO (W { ) VRS PRI T
ST sl AN Sl i el ey lall B iy oy lad
gl Sile il



VEY Y- R A YY S ) U T il - e Ji R0y 4

s =i

A m S : * e

However, any damage resuiting from engmy attack is not  within the

meanmg of thiy paragraph (d). Paymenl hereunder shall be made (o
CONTRACTOR it U.S. Dotlars remittable abroad. The price paid to
CONTRACTOR for Petroleumn taken shall be calculated 1n accordance
with Article VH (¢}

{a)

()

ARTICLE XXI
ASSIGNMENT

Neither EGPC por CONTRACTOR may assign to & person, firm or
corporation, in whole or in part, any of 1ts rights, privileges, duties or
obligations under this Agreement either directly or indirectly withowt
the written consent of the Government and 1o all cases prionty shall
be given (o EGPC If it so desire 10 obtain the mnterest intended 10 be
assigned .

To enable consideration to be given to any request for such consernt,
the following conditions must be fulfilled:

(1) The obligations of the sssignor derpving from this Agreement
must have been duly fulhlled as ©of the date such request 1s
made.

(2) The imstrument of assignment must include provisions stating
precisely that the assignee is bound by all  covenants contained
in this Agreement and any modifications or additions i
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 being formally executed .

Any assignment, sale, transfer or other such convevance made
pursuant ta the provisions of this Article XXI shail be free of any
transfer, capital gains taxes or related taxes, charges or fees
including withouwt Limitation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duty, or other Taxes or similar payments.
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(d) As long as the assignor shall hold any interest under this Agreement,

the assignor together with the assignee shall be jointly and severadly
liable for all duties and obligations of CONTRACTOR under this
Agregment.

ARTICLE XXH

BREACH OF AGREEMENT AND POWER TO CANCEL

{a)} The GOVERNMENT shail have the right to cancel this Agreement
by Order or Presidential Decree, with respect 10 CONTRACTOR, 1n
the foliowing instances:

(1)

If it knowingly has submitied any false statements to the
(YOVERNMENT which were of a matertal ¢consideration tor
the execution of this Agreement;

(Z) If it assigns any interest hereunder contrary to the provisions of

(3)

(<)

(2}

(0)

Articie X XI:

I it 13 adjudicated bankrupt by a cowt of competent
jurisdiction;

If 1t does not comply with any final decision reached as the
result of court proceedings conducted under Article XXIV(a);
If 1t intentiopally extracts any muneral other than Petroleurn not
authorized by this Agreement or without the authoniy of the
GOVERNMENT, except such extractions as may be
unavoldablic as the result of the operations conducted hereundey
in accordance with accepted petroleum indusiry practice and
which shall be  notfied to the GOVERNMENT or s
representative as soon as possible; and

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1933, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
Agregment.
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(b}

{1)

Pr—ry trraihiden ——r——

Such cancellation shall take place without prejudice 10 any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation,
CONTRACTOR, shall have the right 1o remove from the Area

all its personal property.

i the GOVERNMENT deems thut one of the alforesaid causes
{other than a force majeure cause referred 1o in Article XX} exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety {90} days wrilien nonice perscnally served
on CONTRACTOR's General Manager in the iegaliy official manner
and receipt of which 1s acknowledged by him or by his legal agents,
to remedy and remove such cause; but i for any rcason  such
service 1s 1mpossible due to  unnotified change of address,
publication in the Qfficial Journal of the GOVERNMENT of such
notice shall be considered as valkd service upon CONTRACTOR. §f
at the end of the smd  ninety {90} day nolice period such cause has
not been remedicd and removed, this Agreement may be canceled
forthwith by Order or Presidential Decree as aforesaid;  provided
however, that 1f such cause, or the falure (0 remedy or remove such
cause, results from any act or omission of one party, cancellation of
this Agreement shall be effective only against that party and not as
agamnst any other party hereto.

ARTICLE XXIN
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 is caused by force majeure. The penod of
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(b)

(d)

madars s e oy o ntmehiey

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

"Force Majcure” within the meaning of this Article XX, shall be
any order, regulation or direction of the GOVERNMENT of the
ARAB REPUBLIC OF EBGYPT and with respect (o
CONTRACTOR, the Government of England | whether promulgated
in the form of a law or otherwise or any act of (God, nsurrection,
riot, war, strike, and other labor disturbance, fires, floods or any
cause not due 1o the faull or neghgence of EGPC and
CONTRACTOR or either of them, whether or not sipmiar 1o the
foregoing, provided that any such cause is beyond the reasonable
control of EGPC and CONTRACTOR, or either of them.

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EGPC and CONTRAUTOR, or etther of them for any
damages, restrictions or loss arising in consequence of such case of
force majeure except a force majeure caused by the order,
regulations or direction of the GOVERNMENT of the ARAB
REPUBLIC OF EGYPT.

If the force majeure eveni occurs during the initial Exploration pesiod
or any extension thereof and continues in effect for z period of six
{6} months CONTRACTOR shall have the option upon ninety {90)
days prior written notice to EGPC to terminate tis obligations
nercunder without further liability of any kind.
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(a)

(b)

ARTICLE XXV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim ansing out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referred to the
jurisdiction of the appropriate A.R.E. Courts and shall be finally

settled by such Courts.

Any dispute, controversy or claim arising out of or relaing to this
Agreement, or breach, termination or invalidity thercot between
EGPC and CONTRACTOR shall be settled by arbitration 1n
accordance with the Arbiiration Rules ot the Cairo Regional
Center for Intermnational Commercial Arbitration {the Center) 1n
eifect on the date of this Agreement. The award of the arbitrators
shall be final and binding on the partics.

(¢) The number of arbitrators shall be three (3).

(d) Each party shall appoint onc arbitrator. I, within thirty (30) days

{e)

after receipt of the claimant’s notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitralor 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. 1f within thiety
(30) days after the appointmeni of the sccond arbitrator, the two
arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Cowrt of Arbitration at the Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
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(1)

appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shall be a person of & nationality other than
the A.R.E. or England and of a country which has diplomatic
relations with both AR.E. and England and who shall have no

economic interest in the Petroleum business of the signatortes hereto.

Unless otherwise agreed by the parties to the arbitration, the

arbitration, including the making of the award, shall take place
Cairo, A.R.E.

(g) The decision of a majority of the arbitrators shall be final and binding

upon the Parties and the arbitral award rendered shall be final and
conclusive. Judgment on the arbitral award rendered, may be entered

in any court having Jurisdiction or application may be made in such

- court for a judicial acceptance of the award and for enforcement, as

(h}

(1)

the case may be.

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 in both Arabic and

English ianguages.
FEGPC and CONTRACTOR agree that if, for whatever reason,

arbitration in accordance with the above procedure cannot take
place, or s likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's night to
fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, terrmination or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Dale.
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ARTICLE XXV
STATUS OF PARTIES

(a) The rights, duties, obligations and habilities 1n respect of EGPC and
CONTRACTOR hercunder shall be several and not joiat or
collective, it being understood that this Agreement shall not be
constued as constituting an association or corporation or
partnership.

(b) CONTRACTOR shall be subject to the laws of the place where it s
incorporated regarding 1ts legal status or creatton, organization,
chartcr and by-laws, sharcholding, and ownership.
CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable in the A.R.E. and shall not be oftered for
public subscription nor shall be subject to the stamp tax on capital
shares nor any tax or duty in the A R.E. CONTRACTOR shall be
exernpted from the application of Law No. 159 of 198! as amended.

(c} In case CONTRACTOR consists of more than onc member, all
CONTRACTOR Mecmbers shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this

Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
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 mternational performance and the prices of thetr
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).
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(b Give preference o locally manufactured matenal, equipment,
machinery and consumables so long as their quality and time of
delivery are comparable to internationally available matenal,
equipmend, machinery and consumables. However, such matenal,
gquipment, machingry and consumables may be imported for
operations conducted hereunder if the Jocal price of such items af
CONTRACTOR’s or Operating Company's operating base in ARE.
is mtore than ten percent {10%)} higher than the prive of such
imported items before customs dutics, but afier ransportation and

Insurance costs have been added.
ARTHCLE XXV}

ARABIC TEXT

W0
¥

The Arabic version of this Agreement shall, beforc the courts of ARE
be referred to in construing or interpreting this  Agreement; providecd
however , that in any arbitcation pursuant to Article XXIV herein above
between EGPC and CONTRACTOR the English and Arabic versions
shall both be referred o as having equal force 1 constiumng of

interpreting the Agreement.
ARTICLE XXV

GENERAL

The headings or titles to each of the Articles o this Agreement ane
solely for the convenience of the parties hereto and shalt not be used

with respect to the interpretation of said Articles.
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ARTHCLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto

ynless and until a law is issued by the competent authorities of the

A RE, authorizing the Minister of Petroleum to sign this Agreement

and giving this Agreement full force and effact of law notwithstandmg

any countervailing Governmental enaciment , and the Agreement is

signed by the GOVERNMENT, EGPC, and CONTRACTOR,

BY EXPLORATION (DELTA) LIMITED

B l v W -y TR TR T YN T T T L A - Are e e aele
L]

EGYPTIAN GENERAL PETROLEUM CORPORATION

ARAR REPUBLIC OF EGYPT
BY: S—— st e - .
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ANNEX A
CONCESSION AGREEMENT

BETWEEN
THE ARAR REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
| AND
BP EXPLORATION (DELTA) LIMITED
IN
NORTH SHADWAN AREA
GULF OF SUEZ
A.R.E,

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex “B" is a provisional Hlustrative map at an approximate scale of
1:625,000 showing the Area covered and affected by this Agreement.

-"The Area measure approximately one thousand and one hundred and
seventy four square Kidometers and three hundred square meters
{1174.3 km?) of swface Area. It is composed of all or pant of
Exploration Blocks, the whole Blocks are defined on three (3 ) minutes
latitude by threg { 3 } minutes longitude gnd

- It is 10 be noted thas the defineation hines of the Avea in Annex "B° are
intended to be only ilushative and  provisional and may not show
accwrately their frue position in relation 1o existing monuments and
geographical features.
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Coordinates of the corner points of the Area are given n the foilowing
table which forms an 1ntegral part of Annex "A":-

BOUNDARY COORDINATES
OF
NORTH SHADWAN AREA
IN
GULF OF SUEZ

POINT

No, LATTTUDE LONGITUDE
! 277 48 44.007 34~ 03" 00.00"
2 27 34 11.00° 34° 03 00.00
3 277 34" 13.50" 33" 54" 00.00"
3 277 33 00.00" 337 54 00007
5 277 33 00.00" 337 45 00.00"
6 277 36" 00.007 337 45 00.00"
7 27 36" 00.00° 337 44" 00.00°
& 277 38 00.00" 337 44" 00.00"
D 27 38 00.00" 337 43 00.00"
10 27° 39 00.00" 337 43" 00.007
11 277 39" 00.00" 337 42" 00.00"
12 277 42" 00.00° 337 42" 00.00"
13 27 42" 00.007 33" 45" 00.00"
14 27 47 11.007 337 45" 00.00"
15 277 48 27.00" 33" 43" 53.00"
16 277 48 27.007 33° 44" 22.00"
17 27° 51" 09.00" 33° 44 26.00"
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P%WT ' LATITUDE | LONGITUDE
), . '

18 | 277 51 09.00" | 33° 44 00.00"
o | 277 53 00000 | 330 44" 00.00"
20 27° 53 01.00" 33° 43 00.00"
21 270 53 53.00" 33 43 00.00"
2 27° 53 48.00" 33° 47 33.00"
23 27° 59 12.00" 33° 47 41.00"
24 27° 59 14.00" 130 46' 37.00"
25 27° 59 52.00" 33° 47 58.00"

—_— el ol PP -
- g wlal ’

AREA EXCLUDED : SHOAB ALI DEYV. LEASE

POINT LATITUDE LLONGITUDE
No.
1 27° 53" 40.00" _ 33° 53 38.00"
. 27° 48 16.00" 33° 53 30.00"

277 48 19.00° 33" 50" 27.00"
277 533 44.000 337 507 30.00F
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ANNEX (B) o) e
CONCESSION AGREEMENT FOR PETROLEUM | aliinat g Jy ol oF Saadl o) T8 4800
EXPLORATION AND EXPLOITATION

BETWEEN B,
THE ARAB REPUBLIC OF EGYPT A pll ps 435442
AND P
THE EGYPTIAN GENERAL PETROLEUM J gl Aaladl 4y paalt g
CORPORATION
AND 5
RP EXPLORATION (DELTA) LIMITED. REPRTUAL WSRO 48yt
IN o8
NORTH SHADWAN AREA Olgas el adhia
GULF OF SUEZ o gd) zedas
AR.E. E.20
SCALE 1 :625000 1Y, v N sl bl
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ANNEX ¢ B”
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NORTH bHADWAN AREA
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CONCESSION AtrRl:.EMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAR REPUBLIC OF EGYPT i pll e Ay ) shas
AND
THE EGYPTIAN GENERAL PETROLEUM | i ) o e i
| CORPORATION
| AND 3
BP EXPLORATION (DELTA) LIMITED. § | 320 (U} Sy slonih g 45
IN A
NORTH SHADWAN AREA Chpad Bk Aakia
GULEF OF SUEZ s paedl 2addy
A.RE. Rt
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ANNEX "C*
LETTER OF GUARANTEE
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Refercnce is wade to the Concession Agreement for Petroleum
Exploration and Exploitation in North Shadwan Area issued by law
No.--- of 2004 by and between the Arab Republic of Egypt (ARLE.) |
The Egyptian General Petrolenm Corporation (EGPC) and BP
EXPLORATION (DELTA)Y LIMITED (BP) (hereinafter referred 10 as
CONTRACTOR]) .

BP Egypt Company as Guarantor on behalf of CONTRACTOR  hereby
undertakes that | if CONTRACTOR spends during the mitial Exploration
period of three {3) vear of said Agrecment less than the munymum amount
specified for such period ten million U.S. Doliars ($10,000,000) under
the Agrecment (the difference being hereunder described as "Shonfall”),
EGPC shall noufy BP EXPLORATION (DELTA) LIMITED as
CONTRACTOR and BP Egypt Company as Guarantor in writing of ihe
amount of the Shortfall, Within fifteen (15) days of receipt of said nouce,
BP Egypt Company on behalf of CONTRACTOR shall pay and / or
transfer to EGPC a quantity of crude oil sufficient in value to cover the
Shortfall.

In case said crude oil shall be wansferred |, it will be deducted from BP
Egypt Company 's share of crude oil preduction from the Development
leases pursuani 1o the terms of the Concession Agreement {or Petroleun
Exploration and Exploitation by and between the Arab Republic of
Egypt, EGPC und Amoco Egypt Ol Company now {BP Egypt Company)
effective the first day of July 1975 and tssued by law No. 13 of (970 as
amended and said crude oif shall be valued at the time of the transfer 10
EGPC in accordance with the provisions of Avticle VI { ¢ ) of the
Concession Agrecment of faw no. 15 of 19706,
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BP Egypt Company may at any time between the date hereof and the
date on which this letter of Guaranice shall expire submit a bank

guarantee of the Shortfail in a form sausfactory to EGPC | in which event
the provisions of this letter shall automatically lapse and be of no ettect .

This letter of Guarantee shall expire and become null and void on the
date six (6) months after the end of the imitial Exploration period of the
Concession Agreement of North Shadwan Area, Gulf of Suez or on the
datc upon completion or performance of the CONTRACTOR's
obligations hercunder .

Yours Faithfully,

BP Egvpt Company

DATE ; e




Yo L i ity YY () mb ¥ sl - G Jli AL VY

”i” --= Ilf
b o e
bkt U ol ] S g |
794l daldf
i 2 S o o oz s o) pn iy ey B Jaf G s 38,28 S5
ie el ey L L] Ll L3 WY ods o S5Y
o L L 23 LY adany i) i oS e Mty oyl 0 ad o \azsY
P
el [ Sald,f
S Al el e s J5lally gl 3is « gplonatl GLaSY 206 e
sl e Aasle Ly o050
il L | Bald f
Ak e O Ueall AW Al s I S S0
ol il Bald !
Jslalt Lol ebzs Gl JuS 0 5 p LB coldaal dadlil &5 001 2 2
EPRTRIPEIF | PRV PSS PN L7 gl IS | FLILIN PV 31 PNV icop ) EARe
do bl i gy d padl an &) g o Lasd s 45 pas B e el

pecking laas Ja Kl b &y i) Oolhand] S 0ty J Uil Iy 2l el



WA Y f he iy YY S ) Al T s - e i A

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 accordance with the provisions of this Agreement
referred to below and of this Charter.

The Company shall be subject 1o all laws and regulations in force i the
A.R.E. to the extent that such laws and regulations are not inconsisient

with the provisions of this Charter and the Agrecment referred to below.
ARTICLE 1]

The name of the Operating Company shall be mutuatly agreed uwpon
hetween EGPC and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum.
ARTICLE 11l

The Head Office of Operating Company shall be in the A.R.E. in Cuiro.
ARTICLE IV

The object of Operating Company 18 to act as the agency through which
EGPC and CONTRACTOR, carry out and conduct the Development
operations required in accordance with the provisions of the Agreement
signed on the -~ day of ——----———--- by and between the ARAB
REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL PETROLEUM
CORPORATION and CONTRACTOR covering Petroleum operations in
NORTH SHADWAN Area , GULF OF SUEZ described therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery pursuant
to Work Programs and Budgets approved in accordance with the

Agrecment.

Operating Company shall kecp account of #il costs, expenses and
expenditures for such operations under the terms of the Agrecment and
Arnex "E" thereto.

Operating Company shall not engage 1n any business or underiake any
activity beyond the performance of samid operayons uniess  otherwise
agreed upon by EGPC and CONTRACTOR.

ARTICLE ¥V

The authorized capital of Operating Company 15 twenty thousand
Egyptian Pounds divided into five thousand shares of common stock
with a value of four Egyptian Pounds per share having equal voting
rights, fully patd and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own, throughout
the life of Qperating Company, one half (1/2) of the capital stock of
Operating Company provided that only i the event that either parly
sﬁsﬁk’i transfer or assign the whole or any percentage of s ownership
interest in  the cntirety of the Agreement. may such transferring or
assigning party transfer or assign any of the capital stock of Operating,
Company and. in that event, such transfermng or assigning parly (and i
successoss  and  assigneesy must transfer and assign a stock interest
in Operating Company equal to the transferred or gssigned whole or

percentage of its ownership intetest in the entirety of the said Agreement,



Yot L dd e YY () Ab Y. saall —ien Jlsn 4l AVE
> o W

Aaadaadf Bald 1
Alas gl ¥y L8 Ly Las ¥y 5o ool olbaadl aolidlas, ol oUe gy
LY ade qe Ui L die gl 3 Y, L3l cogn ol 3 &, lie gyix Y,
it i yiall do Ll o Loats e 5l Gy U3 (g1 a2 s i 6T 3 Y,
2 L:JT l_g_,l.cJ_,d.a_J-ll..‘."_;_,_;-i c:lS.Lu'_,i ol EP _,TJ_,_..J Z._.ng oy adlaryl
hal 5l Joazs ol 6 Tadl an n e 2y Clbaall ks 00,2y danzis
. LEL:J"\J’IL_?.:J_:.E.:J_,LHIJ ZJ.HJ|L-,.AL5TL,LG5L&L,.L& {_;_,ga- ‘.I_‘,_:Ji }iq.,.q-l_g u;i
.QL{J.LAA LST!.:J"&U Lgi&i.““gi CJLJ.;&JLMLU'ESJ_LUJ_,:HYJ
dstad! Bl
B S55 Leey LUl L gl e LS g o Udaally LSl 25,
o L25) i ol ¢ Ll ddes L1 11,0 ey lleadl 3adli)) 28,201 of L30EYT oda
Dol 5T dedl (ila o s i oK 1 LIl I o] o gl ad el L L
i Y Olaiazie e Jylilly gl il e ]
caad il Bald !
s < Lizel (A) ol e osSen 3,08 Ludons o Llanadly adlidl 28 220 y,S5
a5 31391 s uSys ¢ e BN (6) G VTl Grumy g e (L) dmy] dgd
,a.n;...a;_,a_,.);uil@rwiﬁ.xi!} dzie Byln) sadses gins i gay dngl!

PPN U Y KY SN £



Wo Yoot Gkl 1Y 5 (2} mb ¥ el ~ L Jl iy

- S AP o -

ARTICLE V1

Operating Company shall not own any right, title, interest or estate m or
under the Agreement or any Development Lease created thereunder or i
any of the Pewoleum produced from any  Exploration Block or
Development Lease thereunder o 1 any of  the assets, equipment or
other property obtamned or used iy connection therewith, and shall not be
obligated as a pnncipal  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.
ARFICLE VY

Operating Company shall be no more than an agent for EGPC und
CONTRACTOR. Whenever it is indicated herein that Operating
Company shall decide, take action or make a proposal and the ke, 11 s
understood that such decision or judgment is the result of the decision or
judgment of BGPC, CONTRACTOR or EGPC and CONTRACTOR, as
may be regumed by the Agrecment.

ARTICLE VI

Operating Company shall have a Board of Directors consisting of eight
(8) members, four (4) of whom shall be designated by EGPC  and the
ather four (4) by CONTRACTOR. The Chairmian shall be designated by
EGPC and shall also be a Manuging Director. CONTRAUTOR shall

designate the General Manager who shall also be a Managing Dhirector.
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ARTICLE IX

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

another Director.

ARTICLE X

General meetings of the Sharecholders 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 Sharehoiders

owning or representing a majority of the capital stock.

ARTICLE XI

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

The Board shall, in due course, draw up the By-Laws of 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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ARTHCLE X1I

Operating Company shall come into existence within thirty (30) days
after the date of Commercial O1l Discovery or within thirty (30) days
after signature of a Gas Sales Agreement or commencement of a scheme

to dispose of Gas, as provided for in the Agreement (unless otherwise
agreed by EGPC and CONTRACTOR).

The duration of Operating Company shall be for a penod equal to the

duration of the said Agreement, inctuding any renewal thereotf.

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

above 1s terminated for any reason as provided for therem.

BP EXPLORATION (DELTA) LIMITED

BY :

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY
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ANNEX "EY
ACCOUNTING PROKEDURE
ARTICLE]
GENERAL PROVISIONS

{a) Definitions:

The definittons contained in Articie § of the Agreement shall apply to

‘this Accounting Procedure and have the same meanings.

{b) Statements of activity:

(1)

(2)

CONTRACTOR shall, pursuant to Article IV of this
Agreement, and until the coming mnto exisience of the
Operating Company - in accordance with Article Vi of the
Agreement - render o EGPC within thisty (30} days of the end
of each calendar quarter a Statement of Exploration Activity
reflecting all charges and credits related w0 the Exploration
Operations  for that quarter summarized by  appropriate

classifications indicative of the nature thereof.

Following its coming into existence, Operating Company shail
render to EGPC and CONTRACTOR within fifieen (15} days
of the end of each calendar quarter a Statement of
Development and Exploration Activity reflecting 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 controiiable material and unusual charges and credits shali
be detailed.
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(c)

Adjustments and 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 comect after three (3) months following the
receipt of each Statcment by EGPC unless within the said three
(3) months EGPC takes written exception thercto pursuant to
Article 1V (I} of the Asgreement. 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 Operating
Company Staiements as EGPC under this sub-paragraph.

All Statements of Devclopment and Exploration Activity for
any calendar quarter pursuant to Article I (b} (2) of this Annex,
shal! conclusively be presumed to be true and correct three (3)
months following the receipt of such Statement, unless within
the said three (3) months period EGPC or CONTRACTOR
takes written exceptlion thereto. Pending expiration of said three
(1) months EGPC or CONTRACTOR or both of them shali
have the right to audit Operating Company accounts, records
and supporting documents for such quarter in the same mannet

as provided in Article IV (f} of the Agreement.

(d) Currency Exchange:

CONTRACTOR's books for Exploration and Operating Company’s

books for Development and Exploration, if any, shall be kept in the

ARE. in US. Dollars. All U.S. Dollars expenditures shall e
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(e)

citarged in the amount expended. All Egyptian Pounds expenditures
shall be converted to U.S. Dollars at the applicable rate of
exchange issued by the Central Bank of Egypt on the first day of
the month in 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 in translating
Egyptian Pounds or other non-U.S Dollars expenditures to U.S.

Dollars.
Precedence of Documents:

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.

() Revisien of Accounting Procedure:

(g)

By mutual agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised in writing from time (o time

in the light of future arrangements.
No Charge for Interest on Investment:

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

recoverable costs under the Agreement.
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ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACUTOR shall alone
bear and, directly or through Operating Company, pay the following
cosis and expenses, which costs and expenses shall be classified and
allocated to the activitics according to sound and generally accepted
accounting principles and treated and recovered in accordance with
Article VII of this Agreement:

(a) Surface Rights:

All direct cost attributable to the acquisition, renewal or
relinguishment of surface rights acquired and maintained in force for
the Area.

(b) Labor and Related Costs:

(1} Salaries and Wages of CONTRACTOR's or Operating
Company's empioyees, as the case may be, directly engaged 1n
the warious activities under the Agreement including salaries
and wages paid to geologists and other employees who are
tempofarily assigned to and employed in such activities. Such
salaries and wages to be certified by a certified public

accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salanes. For the
purpose of this Article II (b) and Article II {c) of this Annex,
salaries and wages shall mean the assessable amounts for
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.
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{2) For expatniate employees pernumently assigned to Egypt
[. Al aHowances applicable 1o salunes and wages:
2. Cost of established plans; and

3. All wavel and relocation costs of such expatnate
empioyees and their families to and from the employee’s
country or puint of origin at the time of employment, at
the time of separation, or as a rgsult of transfer from one
iocaiion to another and for vacanon (ransportation costs
for employees and their families transfertring from the
AR.E o another location other than their country of

origin shall not be charged to A.R.E. Operations).

Costs under this Article I (b) (2) shall be deemed w0 be equal 10
eighty one percent (81%) of basic salanes and wages pand for such
expatriate personnel mciuding those paid dunng vacations and sk
leaves as established in CONTRACTOR's mternational pohcies,
{:harge&ble- under Articie 11 {b) (1), Article T (i}, Astaicle 1 €K% {1}
and Articte I (kY31 of this Amimex.

Howgever, salartes and wages during vacatons, sick leaves  and
disability are covered by the foregoing percentage. The percentage
outlined above shall be deemed o reflect CONTRACTOR's actual
costs as of the Effective Date with regard to the following beneiiis,

allowances and cosis .-
1. Housing and Utilities Allowance,
2. Commodities and Services Altowance,

3. Special Rental Allowance .
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4. Vacation Transportation Allowance.
5. Vacation Travel Expense Allowance.

6. Vacation Excess Baggage Allowance.

7. Education Allowances (Children of Expatriate Employees).

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

of the chargeable percentage).

9. Storage of Personal Effects.
10.  Housing Refurbishment Expense.
11. Property Management Service Fees.
12,  Recreation Allowance.
13. Retirement Plan.
14. Group Life Insurance.
15. Group Medical Insurance.
16. Sickness and Disability.

17. Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).
18. Savings Plan.
19.  Educational Assistance.
20. Military Service Allowance.
21. FI1.C.A.

22.  Workman's Compensation.
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23.  Federal and State Unemployment Insurancce.
24. Personnel Transfer Expense.

25. Nauonal Insurance.

20. Any other Costs, Allowances and Benefits of a hke nature as
established in CONTRACTOR's International Policies.

The percentages outlined above shall be reviewed at intervals of
three (3) vears from the Effective Date and at such time CONTRAC-
TOR and EGPC will agree on new percentages to be used under this

paragraph.

Revisions of the percentages will take into consideration variances
in costs and changes mm CONTRACTOR's international policies

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

The revised percentages will reflect as nearly as possible CON-
TRACTOR's actual costs of all its established allowances and bene-

fits and of personnel transfers.

(3) For expatriate employees 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 international policies. Such costs shall not
include any admunistrative overhead other than what s

mentioned in Arucle I (k) (2) of this Annex.

(4) Costs of expenditure or contnbutions made pursuant to law or
assessment 1mposed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Article Tl (b) (1), Article IT (b) (2), Article II (i}, Article 11 (k)
(1N and Article I (k) (3) of this Annex.
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(¢} Benefits, alowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits on a basis
similar 10 that prevailing for oil companies operating in the A.R.E.,
all as chargeable under Article ¥I {b) (1), Article 1l (1), Article 11 (k)
{1} and Article 11 {K) (3) of slus Annex. Severance pay will be
charged at a fixed rate applied to payrolis which will equal an
amoumt equivalent to the maximum Hability for severance paymen
as required under the A.R.E. Labor Law.
(d}) Material
Material, equipment and supplies purchased or furnished gs such by
CONTRACTOR or Operating Company.
{1} Purchases:
Muaterial, 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,

(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
Affiliated Companies siocks outside the ARE. under the
following conditions:

1. New Matenal {Condition "A™}

New Matenal transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than international prices for
material of similar quality supplied oun similar terms,
prevailing at the time such material was supplied.



Yoo Rl YY S () AU P saadl - s Jlin 2l VAR

R b s SR

(72" § Vel Wl ) Wokiand | Sfgd ! - ¥

Baley o g Homza¥155LeY A Loy b s _d 0,50 0l 01 (D)
o (7YY UL b inars Raig sy (o) s o 5 i
REVIVIRVEY | gy v

Pt Ldlemand (82 oS0, W0 W o Lgadis] S850Y s ()
SF o vl aasaf Tale] G5O K ol S0 Lme AT
- e ol g e U/ 00 DU a2ty 7" W

A B a sy 2 1O Wl i gl a] Y I 1A ()
Mg hisnied] o conizs

et ¢ LYW 2 U0 L sl Claall e ulds iy oldls mpalt ()]
SEVEVRC L S 1LINERE Y SPSMPY SO0 CIU P L SO g O S PR VAL

e J3Gab! pe Bagod! alekt ot - ¥
add sl lacall e iy o1 e ause e Uyl alld JL LT aia)Y
Sl Ll a5 e Sl 3ymy s dy L sl el il Sl T
oI5 Sl il e By el R N sy o g YLt

: kel 3307 Balals U QS ()
sl &2 S Gl st Y e U ot s, Sladf 3E (V)
Rl |

bl Labais It sad |3 Loadall JlaeeS izl ied] 00Uy ae (Y)
Lindns Lhad ool o Il ol il pald il gF sl 5,20
12 5 Sl Ja 308 Dl pgie Ggadagy behomy 301 51 5 pa U

| cooblaally Tolal



VAY

Vood ki idy YY G () b ¥ sadl - e Jiia 2

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

a) Materral which 1s in sound and serviceable condition and
1s suitable for reuse without reconditioning shall be
classed as Conditon "B" and priced at seventy-five
percent (75%) of the price of new material.

b} Material which cannot be classifted as Condition "B" but
which 1s serviceable for original function but substantially
not suttable for reconditioning, shall be classed as
Condition "C" and priced a1 fifty percent (50%) of the
price of new material.

¢) Material which cunnot be classitied as Condition "B" or
Condition "C" shall be priced at a value commensurate
wilh 11s use.

d) Tanks, buildings and other equipment involving erection

costs shall be charged at applicable pereentage of knocked -
down new price.

(3) Warranty of Materials Furnished by CONTRACTOR

(e)

CONTRACTOR does not warrant the material furnished beyond
or back of the dealer's or manufacturer’s guaranty; and in case
of defective material, credit shall not be recorded wuntil
adjustment has been rcceived by CONTRACTOR {rom
manufacturers or their agents.

Transportation and Emplovee Relocation Costs:

(1)} Transportation of cquipment, materials and supplies necessary

for the conduct of CONTRACTOR's or Operating Company’s
activities.

(2) Business travel and transportation expenscs to the extent covered

by established policies of CONTRACTOR or with regard 1o
expatriate and national employecs, as incurred and paid by, or
tor, employees in the conduct of CONTRACTOR's or Operating
Company's business.
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(1)

(2)

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

Services:

(1) Qutside services: The costs of contracts for consultants, services
and utihties procured from third parties.

(2) Cost of services performed by EGPC, by CONTRACTOR or by
their Affthated Companies 1n factlities 1nside or outside the
A.R.E. Regular, recurting, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by EGPC and/or CONTRACTOR or therr Atfihated
Companies at an agrecd contracted pricc. Major projects
involving engtneering and design services shall be performed

by EGPC andior CONTRACTOR or their Affihated
Companies at a negotiated contract amount.

(3) Use of EGPC's, CONTRACTOR's or their Affiliated Companses’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but
not in excess of competitive rates currently prevailing in the

A.R.E.

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’

rates shatll not include any adminsstrative or overhead costs
other than what 1s mentioned in Article 11 {k} (2) of this Annex.

Damages and Losses:

All costs or cxpenscs, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controilable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall furnish EGPC and CONTRACTOR
written notice of damages or losses tncurred 1n excess of ten
thousand ($10,000) U.S. Deollars per occurrence, as soon as

practicable after report of the same has been received by
CONTRACTOR or Operating Company.
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(h) Insurance and Claims:

(1)

(1)

The cost of any public liability, property damage and other
insurance  agamst  liabhhnes of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees

and/or outsiders as may be required by the laws, rules and

regulations of the GOVERNMENT or as the partics may agree
upon. The proceeds of any such nsurance or ciaimn collected, less
the actual cost of making a claim, shall be credited against
opcrations.

Il ne msurance 1s carried for a particular nsk, in accordance with
good international oil ficld practices, all rclated actual cxpenditures
incurred and pard by CONTRACTOR or Operating Company in
scttlement of any and all losses, claims, damages, judgments and any
other expenses, including legal services.

Indirect Ioxpenses:

Camp overhead and tacihitics such as shore base, warchouses, water
systems, road systems, salanes and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area.

Legal EExpenses:

All cosis and cxpenses of htigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attomey's fees and expenses as hereinalicr provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses tncurred
by any party or parties hereto in securing evidence for the purpose of

defending against any action or claim prosecuted or urged against

the operations or the subject matter of the Agrecment. In the event
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actiong or claims affecting the interests hereunder shall be handled

by the legal staff of one or more of the parties hereto, a charge

commensurate with ¢cost of providing and fumishing such services

may be made 10 operations.

(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR is conducting Exploration operations,

(2)

the cost of staffing and maimtaining CONTRACTOR's head
office 1n the ARE. and/or other offices established in the
A R.E. as appropnate other than fieid offices which will be
charged as provided m Article 1i {1}, and excepting salanes of
employees of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which wili be charged as

provided in Article IT {b) of this Annex.

CONTRACTOR's administrative overhead outside the A.R.E.
applicable to Exploration operations in the AR.E. shall be
charged cach month at the rate of five percent (5%) of iotal
Exploration expenditures, where Exploration operations are
carried out by CONTRACTOR usel, provided that no
administrative overhead of CONTRACTOR outside the A.R.E.
apphcable to A RE. Exploration operations will be charged for
Exploration operations conducted by Operating Company. No other
cirect charges as such for CONTRACTOR's administrauve overhead
ouiside the AR.Ix. will be applied apainst the Lixploration
obligations. Examples of the type of costs CONTRACTOR is
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incuring and charging hercunder due 10 activities under  this
Agreament and covered by said percentage arg:

1. BExecutive - Tine of executive officers.

}g

- Treasury - Financial and exchange problems,

‘e

. Purchasing - Procuring materials, equipment and  supplics.

4. Explovation and Production-Directing, advising and  controlling
the emtire project.
3. Other depanments such as legal, comptroller and engimecring

which comirtbule time, knowledge and  experience 1o the
OPSTAIONS.

The foregoing does not preclude charging for direct service
under Article i {1 {2) of this Annex.

(3} Whle Operating Company is conducting operations, Operating
Company's personpel cengaged m general clencal and office
work, supervisors and officers whose time is generally spent in
the main office and not the ficld. and all emplovees generally
considered as  general and  administrative and not charged to
othor types of expense will be charged 10 operutions. Such
expenses shall be allocated each month between Exploration
and Development operalions according 10 sound and practicable

accounting mathods.
(I} Taxes:
All taxes, duties or levics paid in the ARE. by CONTRACTOR or

Operating Company with respect  to this Agreement other than

those covered by Article Hi (g) (1) of the Agreement.
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{m) Continuing CONTRACTOR Costs:

(n)

(a)

Costs of CONTRACTOR- activities required under the Agreement

and mcurred exclusively in the A.R.E. after Operating Company is
formed. No sales expenses incusred outside or nside the A.R.E.

may be recovered as a cost.

Other Expenditures:

Any costs, expenses or cxpenditures, other than those which are
covered and dealt with by the forecgoing provisions of this Article I,
incurred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE II1
INVENTORIES

Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such materials,
physical assets and construction projects. Written notice of intention
10 take inventory shall be given by Operating Company to EGPC
and CONTRACTOR at least thirty (30) days before any inventory is
to begin so that EGPC and CONTRACTOR may be represented
when any inventory 1s taken. Failure of EGPC and/or
CONTRACTOR to be represented at an inventory shall bind them to
accept the inventory taken by Operating Company, who shall in that

event furnish the party not represented with a copy thereof.
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(b) Reconciliation and Adjustment of Inventories:

{(a)

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and a list of overages and shortages shall be jointly
determined by Opcrating Company and CONTRACTOR and EGPC,
and the inveniory adjusted by Operating Company.
ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery

Petroleum:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render 10 EGPC as promptly as practicable but not later than fificen
{13} days after receipt from Operaung Company of the Statermnends
for Development and Exploration Activity for the calendar quanter a

Statement for that guarter showing.

I. Recoverable costs carried forward from the previous quarter, if

any.

(N

. Recoverable costs incivrred and paid during the quarter.

‘)

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

o

. Value of Cost Recovery Peiroleum taken and separaiely disposed
of by CONTRAUTOR for the quartern

5. Amaunt of costs recovered for the quarter,

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

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

and separately disposed of by CONTRACTOR over costs

recovered for the quarter.



Yoot i ddy YY 8 EE} ts{:;?‘, CRP B SPUE | B S VIe & B A

. A o P

—

5 b iy f L)
UL iy AT i 518 Zugld Gacians jhes 3pmy ST QRS0 gl 1)
Sl 13y L pSAl GRS il i kS ¥ Bl SLY I o Yy Ryl
TN JOLE SRR E WP F RS R PO B W S PO I T SURV{
o kel Ui (/) ¥,00 DU L3 chaaly o081 Hlade sl J,LEN phis Ainis
g BT t:l,g,l} { e} i gy &2 puatmes Rz a5 301 30N mne
S SHHIPWERUNNE PN | PR E R X B P W g0 [ R ST I N JER 30 Y
ool AL Lo aaldl s slall )y S5,
: whad USlE? 13 g | il | 18 yid] | gt s (23
G 32y jaesdl dy 2 dt BG e llintae 300 i i gt il
| oy A S BT i By lmd] 33T e (¥ 1 5,00 o panid L g T
AT e Bl Sy 3 3 a0 i a5 2 Rpllan Tupunsd] 55, Sl
RUFTILUES | RSP RPN TP R | I R PRI [ TP
: Gkl b1 G ()
wuﬁfgi Lo hitaed doms T (YY) ,&&ﬁii_,.ug,_‘,!-iw s
it SIE TS dorad g L] U Lpdad g 5ol ada 3 gt Ll 3y
05555 « bl by edoans L e Jylally Lo gl iy« ake ol sV,
CES A e (V) e W E e WS Al dalos 3k o luzzad Ty bl



AR T NS A Sy 6L PO 4 ST 3 I P R L P R

(b)

(C)

(d)

—————— MR A A ANl t - 4t Sl i o

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. If CONTRACTOR fails to make any
such payment to EGPC on the date when such payment i3 due, then
CONTRACTOR shall pay interest of two and one half percent
{2.5%) per annum higher than the London Interbank Borrowing
Offered Rate {LIBOR) for three {3} months U.5. Dollars deposits
prevailing on the date such Imterest is calculated. Such interest

payment shall not be recoverable.
Settlement of Excess Cost Recovery Petroleum:

EGPC has the right to take its entitfement of Excess Cost Recovery
Petroleurn under Article VIIE (a) (2) of the Agreement in cash during
the said quarter. A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its

own entitlement of such Excess Cost Recovery Petroleum.
Audit Right:

EGPC shall have a period of twelve (12) months from receipt of any
Seatement under this Article 1V in which to audit and raise objecthion
to any such Statement. EGPC and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will

he avaiiable to EGPC during said twetve (12} month penod.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

{a) Exploration Obligation Control Accounts:

CONTRACTOR will establish un Exploration Obligation Control
Account and an offsetling contra account to control therein the total
amount of Exploration expenditures reported on  Statements of
activity prepared per Article 1 (b) (1) of this Annex, less any
reductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by a non-operator pursudnt 1o Article [ (¢)
(1) of this Annex, in order to determine when munimum Exploration
obhigations have been met.

(b) Cost Recovery Control Account:

(c)

CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control thercin the amount of
cost remaining to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, if any.

Major Accounts:

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

- Exploration Expenditures:

- Development Expenditures other than Operating Expenses;

- Operating Expenses:
Necessary sub-accounts shall be used.
Revenue accounts shall be maintained by CONTRACTCR to the

cxtent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tuax Laws except as otherwise provided in the Agreement, that

any A.R.E. Income Taxes paid by EGPC on CONTRACTOR's behalf
constitute additional income to CONTRACTOR, and this additional

income is also subject to A .R.E. income tax, that 1s "grossed up”.

"CONTRACTOR's annual income”, as determined in Article III (g) (2}
of this Agreement, less the amount equal to CONTRACTOR's
grossed-up Egyptian income tax liability, shall be CONTRACTOR's

"Provisional lncome",

The "gross-up value" 1s an amount added to Provisional Income to give
"Taxable Income”, such that the grossed-up value 15 equivilent 1o the

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

If the "A.RE. Income Tax rate", which means the effective or composite
tax rate due to the vanous A.R.E. taxes levied on income or profits, 18

constant and not dependent on the level of income, then:

Grossed-up Value = A R.E. income tax rate TIMES Taxable Income.
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Grossed-up Value = AR E. income tax rate TIMES Taxable Income.

Combimng the first and last equations above

Provisiomal mcommne X Tax Rate

Grossed-up Value =
i-Tax Rate

where the tax rate is expressed as a decirmal.

The ahove computations are ilustrated by the following  numerical
cxample. Assuming that the Provisional Income is $10 and the AR.E.

Income Tax rafe 18 forty percent (409, then the Grossed-up Value is

equal to:
210x04
i - 0.4

Therefore:

Pravisional income % 10.060
Plus Grossed-up Value 6,67
Taxable Income Li6.67
Less: A RE Income Taxes at 40% 0.6O7

e gprrr—r—2 =2 tth w. -

CONTRACTOR's Income after tuxes $ 10.2313
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ANNEX “F”

MAP OF NATIONAL GAS PIPELINE GRID SYSTEM
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