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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
BP EXPLORATION (DELTA) LIMITED
AND
IEOC EXPLORATION B.V.

IN
NORTH EL BURG OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.

This Agreement made and entered on this ........ day of ........covremrnee 2005,
by and between the ARAB REPUBLIC OF EGYPT (hereinafter referred
to variously as "A.R.E."” or as the "GOVERNMENT"}), the EGYPTIAN
NATURAL GAS HOLDING COMPANY, a legal entity created by The
Prime Minister Decree No. 1009 OF 200'1 as amended and according to
Law No. 203 of 1991 as amended (hereinafier referred to as "EGAS")
and BP EXPLORATION (DELTA) LIMITED a company organized and
existing under the laws of England and Wales ¢hereinafter referred to as "BP")
and leoc EXPLLORATION B.V. a limited hability company organized
and existing under the laws of The Netherlands (hereinafter referred to as
"Ieoc™). BP and Ieoc shall be hereinafter referred to collectively as
"CONTRACTOR" and individually as "Contractor Member”.
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WITNESSETH

WHEREAS, all minerals including petroieum, existing in mines and
quarries in A.R.E., including the territorial waters, and in the seabed
subject to its jurisdiction and extending beyond the territorial waters, are
the property of the State; and

WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the exploration and exploitation of gas and crude oil
(petroleum) in and throughout the area referred to in Article II, and
described in Annex "A" and shown approximately on Annex "B", which
are attached hereto and made part hereof; (hereinafter referred to as the

"Area') and

WHEREAS, BP and lecc agree to undertake their obligations provided
hereinafter as CONTRACTOR with respect to the Exploration,
Development and production of gas and crude oil (petroleum) in North
El Burg Offshore Area, Mediterranean Sea; and

WHEREAS, the GOVERNMENT desires hereby to grant such
Concession; and |

WHEREAS, the Minister of Petroleumn pursuant to the provisions of Law
No. 86 of 1956, may enter into a concession agreement with EGAS, and

with BP and Ieoc as a CONTRACTOR in the said Area.
NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE I
DEFINITIONS

(a) "Exploration” shall include such geclogical, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the drilling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discoveries and other reiated holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefore, all as may be contained 1n the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.
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(b) "Development” shall include, but not be limited to, all the operations

(c)

and activities pursuant to approved Work Programs and Budgets

under this Agreement with respect to:

(1) the drlling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wells, the changing of

the status of a well, and

(11) design, engineering, constmctioh, installation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treating, handling, storing, transporting
and delivenng Petroieum, re-pressuning, recycling and other

secondary recovery projects, and

(ill} transportation, storage and any other work or activities

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

"Petroleum” means Liquid Crude Oil of various densities, asphalt,
(ras, casing head 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 all substances that may be

extracted there from.

(d) "Liquid Crude O1l" or "Crude Oil" or "Oil"” means any hydrocarbon

produced from the Area which is in a liquid state at the wellhead or
lease separators or which is extracted from the Gas or casing head
gas i a plant. Such liquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.696 PSIA. Such

term includes distillate and condensate.
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{e} “(jas" means natural gas both associated and nen-associated, and ali
of its constituent elements produced from any well in the Area
{other than Liquid Crude Qil} and all non-hydrocarbon substances
therain. Said term shall include residual gas, that Gas remainng
after removal of LPG.

{fy,° "LPG" means liquefied petroleum gas, which is a mixture principally
of butane and propane liquefied by pressure and temperature.

(g) A "Bamrel" shall consist of forty-two (42} United States gailons,
liguid measure, corrected to a temperature of sixty degrees
Fahrenheit (60°F) at atmospheric pressure of 14.696 PSIA.

(hy (1}

"Commercial Ot Well” means the first well on any geological

feature which after festing for a period of not more than thurty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted indusiry production
nractioes, and verified by EGAS, is found 1o be capable of
producing at the average rate of not less than three thousand
{3000) Barrels of ofl per day (BOPD). The date of discaovery
of a "Commercial QOil Well” is the date on which sach well 15
tested and completed according to the above.

(2) "Cormymercial Gas Well" means the first well on any geological

feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted industry production
practices and venfied by EGAS, is found to be capabie of
producing at the average rate of not less than fifteen million
(15,000,000) standard cubic feet of Gas per day (MMSCFD).
The date of discovery of a "Commercial Gas Well" is the
date on which such wel! is tested and completed according {0
the above,
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(1) "ARE." means ARAB REPUBLIC OF EGYPT.

(i} T"Effective Date” means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGAS and CONTRACTOR,

after the relevant Law is issued.

{k} (1} "Year” means a period of twelve {12) months according to the
Gregortan Calendar.
{2} "Calendar Year" means 2 period of twelve (12) months
according to the Gregorian Calendar being 1% January to 31%
December.

(I} "Fimancial Year® means the GOVERNMENT's financial year
according to the laws and regulations of the ARE.

{m) "Tax Year" means the period of twelve (12) months according to the
laws and regulations of the A.RE.
(ny An"Afiliated Company” means a company:

i} of which the share capital, conferring a majority of votes at
stockholders” meetings of such company, is owned directly or
indirectly by a party hereto; or |

(1} which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a
party hereto; or

(iii) of which the share capital conferring a majority of votes at
stockholders’ meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of a
party hereto are owned directly or indirectly by the same

company,
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(0)

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

covered by this Concession Agreement as set out 1n Annex "A".

(p) '"Development Block™ shall mean an area, thé corner points of which

have to be coincident with one (1) minute by one (1) minute latitude
and longitude divisions, according to the International Gnid System
where possible or with the existing boundaries of the Area covered

by this Concession Agreement as set out in Annex "A".

(@) "Development Lease(s)” shall mean the area that covers one or more

(s)

Development Block or Blocks covering the geological structure
capable of production, the comer points of which have to be
coincident with latitude and longitude divisions according to the
Intemational Grid System where possible or with the existing
boundaries of the Area covered by this Concesston Agreement as

set out in Annex "A".

"Agreement” shall mean this' Concession Agreement and its

Annexes.

"Gas Sales Agreement(s)" shall mean a written agreement between
EGAS and CONTRACTOR ({as sellers) and EGAS and/or a
mutually agreed third party (as buyer), which contains the terms
and conditions for Gas sales from a Development Lease entered
into pursuant to Article VIl {(e). The Egyptian General Petroleum

Corporation shall not be considered a third party in respect thereof.
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(u)

"EGPC" means the Egyptian General Petroleum Corporation, a legal

entity created by Law No. 167 of 1958 as amended.

"Standard Cubic Foot” (SCF) is the amount of Gas necessary to fill
one (1} cubic foot of space at atmospheric pressure of 14.696 PSIA

at a base temperature of sixty degrees Fahrenheit (60°F).

(v) "CONTRACTOR" could be one company or more (each company is

(w)

(X)

(¥)

(z)

called a "CONTRACTOR MEMBER"). Unless modified by virtue
of Article XXI herein, CONTRACTOR under this Agreement shall

mean BP and leoc

"Operator” means a company of the CONTRACTOR's MEMBERS
(if they are more than one company)} appointed by them to be the
entity to which, from which and in whose name all notifications

related to or in connection with this Concession Agreement shall be

made. CONTRACTOR shall notify the name of the Operator to
EGAS.

"Joint Venture Company" is a company to be formed in accordance

with Article VI and Annex "D" of this Agreement.

"BTU" (British Thermal Unit} shall mean the amount of energy
required to raise the temperature of one (1) pound of pure water one
degree Fahrenheit from sixty degrees Fahrenheit to sixty-one

degrees Fahrenheit at a constant pressure of 14.696 PSI absolute.

"LNG" means liquefied Natural Gas.



