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CONCESSION AGREEMENT FOR PETROLEIM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN
WEST KALABSHA AREA
WESTERN DESERT
AR.E.

This Agreement made and entered on this ... vemee Y OF iy
2004, by and between the ARAB REPUBLIC OF EGYPT (hereinafter
referred to variously as "A.RE." or as the "GOVERNMENT"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 a5 amended  (hercinafter referred to as
"EGPC") and APACHE KHALDA CORPORATION LDC, a limited shares
corporation organized and existing under the laws of the Cayman Islands
{hereinafter referred o as "APACHE " or as "CONTRACTOR™).
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WITNESSETH
WHEREAS, ali minerals including petroleum, existing in mines and
quarmes in A.R.E., including the territorial waters, and in the seabed
subject 1o its jurisdiction and extending beyond the territorial waters, are
the property of the Siate; and
WHEREAS, EGPC has applied for an exclusive concession for the
exploration and exploitation of petroleum in and throughout the area
referred to in Article I, and descnibed in Annex "A® and shown
approximately on Annex "B, which are attached hereto and made part
hereof (heremnafter referred to as the "Area™) : and
WHEREAS, "APACHE" agrees {0 undertake its obligations provided
hereinafter as a CONTRACTOR with tespect to the Exploration,
Development and Production of Petrolewm in West Kalabsha AREA
Western Desert ; and
WHEREAS, the GOVERNMENT desires hereby to grant such
Concession; and
WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No, 86 of 1930, may enter into a concession agreement with EGPC,
and with APACHE as a CONTRACTOR in the said Area.
NOW, THEREFORE, the parties hereto agree as foliows:
ARTICLE 1
DEFINITIONS
{a) "Exploration” shall inchude such geological, geophysical, aerial and
other surveys as may be contained in the approved Work Programs
and Budgets, and the driiling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discovenies and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and squipments therefor, all 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)

{c)

{d}

"Development” shall include, but not be limited to, all the
operattons and activities pursuant to approved Work Programs and
Budgets under this Agreement with respect to:

{1) the dnlling, plugging, deepening, side tracking, re-drilling,
completing, equ g;ping of development wells and the
changing of the status of a well, and

(11} design, engineering, construction, installation, servicing and
mamtenance of equipmenis, lines, systems facilities, plants
and related operations to produce  and operate said
development wells, taking, saving, treating, handling,
storing, transporting and delivering Petroleum, re-pressuring,
recycling and other secondary recovery projects, and

(i) transportation, storage and any other work or activities
necessary or anciliary to the activities specified in () and (i1},

"Petroleum” means Liquid Crude O} of various densities, asphait,

Gias, casinghead gas and all other hydrocarbon substances that may

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

the Area under this Agreement, and all substances that may be
extracied therefrom.

"Liguid Crude Oil" or "Crude Oil” or "Qil" means any

hydrocarbon preduced from the Area which is in a liquid state at

the wellhead or lease separators or which is extracted from the Gas
or casinghead gas in a plant. Such higuid state shall exist at sixty

degrees Fahrenheit (GOOF} and atmospheric pressure of 14.65

PSIA. Such term includes distillate and condensate.
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(e} "Gas” means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area
(other than Liquid Crude Oil) and ail non-hydrocarbon substances
therein. Said term shall include residual gas, that Gas remaining
after removal of LPG.

(f) "LPG" means liquefied petroleum gas, which is a mixture
principally of butane and propane liqucfied by pressure -and
temperature.

(g) A "Barrel” shall consist of forty—fwo (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees
Fahrenheit (60 F) at atmospheric pressure of 14.65 PSIA.

(h) (1) "Commercial il 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 m accordance with sound and accepted industry
produchion practices, and verified by EGPC, is found to be
capable of producing at 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" is the date on which
such well is tested and completed according to the above.

(2) "Commercial 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
m any event in accordance with sound and accepted
industry production practices and verified by EGPC, is
found to be capable 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 well is

tested and completed according to the above.
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(i) "A.R.E." means ARAB REPUBLIC OF EGYPT.

{1} “Effective Date” means the date on which the text of this Agreement
15 signed by the GOVERNMENT, EGPC and CONTRAUTOR,
after the relevant Law is 1ssued,

{k} (1} “Year" means a periad of twelve (12} months according to the

Gregorian Calendar .

(2) "Calendar Year" means a period of twelve {12) months
according to the Gregonan Calendar bemg lst January 1o
3ist December.

(I} . "Financial Year" means the GOVERNMENT':s financial vear

according to the laws and regulations of the A R.E.

(m) “Tax Year” means the period of twelve {12) months according to
the laws and regutations of the ARE.

(n) An "Affiliated Company” means a company:

{t} of which the share capital, conferring a majority of voles at
stockholders’ meetings of such company, is owned directly or
indirectly by a parly hereto; or

{ity which is the owner directly or indirgctly of share caprtai
conferring a majority of votes at stockholders’ meetings of a
party hereto; or

{(i1i} of which the share capital conferring a majorily of votes at
stockholder's meetings of such cempanﬁ.f and the share capita
conferring a majority of votes at  stockhelders’ meetings of a
pariy hereto are owned  directly or indirectly by the same

company,
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(0} “"Exploration Bluck” shall mean an area, the corner points of which
have to be coincident with three (3)minutes by three { 3 ) munutes
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as sef ouf in Annex "A”,

(p) “"Development Block” shall mean an arca, the corner points of
which have to be coincident with one { 1 ) munute by one { 1 }
minute latitude and longitude -divisions, according to the
International Grid Systemn where possible or with the existing
boundaries of the Area covered by this Concession Agreement as
set out in Annex TA”,

(q) "Development Lease(s)" shall mean the Development Biock or
Blocks covering the geological structure capable of production,
.through drilling and/or testing the comer points of which have to be
coincident with one (1) minute by one {1} minute lattude and
longitude divisions according to the International Grid Syslem
where possible or with the existing boundaries of the Area covered
by this Concession Agreement as set out in Annex "A”.

(r) "Agreement” shall mean this Concession Agreement and its
Annexes.

{s) "Gas Sales Agreement” shall mean a written agreement between
EGPC and CONTRACTOR {as seliersy and EGPC or The
Egyptian Natural Gas Holding Company "EGAS™ or a mutualty
agreed third party (as buyer), which contains the terms and
conditions for Gas sales from a Development Lease entered into
pursuant to Article Vil (¢} |

{t} “Standard Cubic Foot" {(SCF) is the amount of Gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14,63 PSIA
at a base remperature of sixty degrees Fahrenheut {60'F),
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ARTICLE 1I
ANNEXES TO THE AGREEMENT

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

Annex "B'" 1s a provisional illustrative map on the scale of
approximately 1 : 2 200 000 indicating the Area covered and aftected
by this Agreement and described in Annex "A".

Annex "C" isthe form of the Guaranty to be submitted by Apache
Khalda Corporation LLDC ( the partner in the concession agreement
issued by Law No. 9 of 1981, as amended , in Khalda Area) as guarantor
and on behalf of CONTRACTOR in this Agreement to EGPC one (1)
day before the time of signature by the Minister of Petroleum of this
Agreement, guaranteeing the execution of CONTRACTOR s minimum
Exploration obligations hereunder for the initial three (3) year
Exploration period by paying and / or transferring a quantity of
Petroleum sufficient in value to cover the shortfall between the sum of
four mithon U.S. Dollars ( 4 , 000, 000 ) and the amount of money sperit
by CONTRACTOR and approved by EGPC. In case CONTRACTOR
extends the initial Exploration Period for two (2} additional periods
respectively of three (3) years each , each in accordance with Article il
(b) of this Agreement, similar two Guaranties shall be 1ssued and be
submitted by Apache Khalda Corporation LDC as guarantor and on
behalf of CONTRACTOR on the day the CONTRACTOR exercises its
option to extend. The Guaranty of the first extension of the initial
exploration period shall be for guaranteeing the payment and/or
transferring of a quantity of Petroleum sufficient in value to cover the
shortfall between the sum of three million U.S. Dollars ($3,000,000) and
the amount of money spent by CONTRACTOR and approved by EGPC .
The Guaranty of the second extension period of the imitial exploration
period shall be for guaranteeing the payment and /or transferring of a
quantity of Petroleum sufficient in value to cover the shortfall between
the sum of two million U.S. Dollars ($2,000,000) and the amount of
money spent by CONTRACTOR and approved by EGPC, less in both
instances any excess expenditures of the preceding Exploration period
permitted for carry forward in accordance with Article IV (b) third
paragraph of this Agreement, Each of the three Guaranties shall remain
effective for six (6) months after the end of the Exploration period for
which it has been 1ssued except as it may be released prior to that time in
accordance with the terms thereof,
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Annex "D'" is the form of a Charter of the Operating Company to be
formed as provided for in Article VI hereof.
Annex "E" is the Accounting Procedure.
Annex "F" is a current map of the National Gas Pipeline Gnd System
established by the Government.
The point of delivery for gas shall be agreed upon by EGPC and
CONTRACTOR under a Gas Sales Agreement, which point of delivery
shall be located at the flange connecting the development lease pipeline
to the nearest point on the National Gas pipeline Gnd System as
depicted in Annex "F" or as otherwise agreed by EGPC and
CONTRACTOR .
Annexes "A", "B", "C", "D","E" and "F" to this Agreemeni are hereby
made part hereof, and they shall be considered as having ¢qual force and
- effect with the provisions of this Agreement.

ARTICLE 111

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject

to the terms, covenants and conditions set cut in this Agreement, which

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

(a) The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area
during the Development period including renewal. Said royalty
shall be borne and paid by EGPC and shall not be the cbligation of
CONTRACTE)R. The payment of royalties by EGPC shall not be
deemed to result in income attributable to the CONTRACTOR.
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{b) An mitial Exploration period of three (3} vears shall start from the

03

Effective Date, Two {2} successive exiensions to the mitial

Exploration period, each of three (3) years respectively, shall be

granted to CONTRACTOR at #ts option, upon not less than thirty

{30) days prior written notice to BGPC, such notice to be given not

jater than the end of the then cuirent period, as may be extended

pursuarnt Lo the provisions of Articie V (a), and subject only to 1ts
having fulfilled its obligations hereunder for that period. This

Agreement shall be terminated if neither a Commercial Qil

Piscovery nor a Commercial Guas Discovery s established by the

end of the ninth (%) year of the Exploration period, as may be

extended pursuant to Anicle V (a).The election by BGPC (o

undertake 2 sole nisk venture under paragraph {¢) shall not extend

the Exploration period nor affect the termination of this Agreement
as 1o CONTRACTOR,

Commercial Discovery:

(i} A Commescial Discovery - whether of Ol or Gas - may consist
of one producing veservoir or 4 group of producing reservoirs
which 18 worthy of being developed commerciaily. After
discovery of a Commercial Oit or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with BGPC, undertake as
part of its Exploration program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery is worthy of being developed commercially, taking
inte consideration the recoverable reserves, production, pipeling
and terminal facilitics required, estimated Petroleum prices, and
all other relevant technical and economic factors.

{(ii} The provisions laid down herein postolate the unity and
indivisihifity of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformiy to Oil and
(as uniless otherwise specified.
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(i) CONTRACTOR shall give notice of a2 Commercial Discovery
to EGPC immediately after the discovery is  considered by
CONTRACTOR to be worthy of commercial development
but in any event with respect to a Commercial Oii Well not
later than thirty {30} days following the completion of the
second appraisal well or twelve {(12) months  following the
date of the discovery of the Commercial Oil Well, whichever
1s earher 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 exiended) except that
CONTRACTOR shall also have the right to give such notice
of Commercial Discovery with respect to any  reservoir or
reservoirs even if the well or weils  therecon are naol
"Commercial” within the definition of “Commercial Well" if,
N 1t$ opimon, a reservolr or a group of reservoirs, considered
collectively, could be worthy of commercial development.
CONTRAUTOR may also give a notice of a Commercial Oi}
Discovery in the event it wishes to undertake a Gas Recvycling
Project.

A notice of Commercial Gas Discovery shall contain all
detailed panticulars of the discovery and especially the area of
Cras reserves, the estimated production potential and profile
and field life,

Within sixty (60) days foltowing receipt of a notice of a
Commercial Ot or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropniate data with a view
mutually agreeing upon the existence of a Comimercial
Discovery. The date of Commercial Discovery shall be the
date EGPC and CONTRACTOR jointly agree in writing that a
Commercial Discovery exists.
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[f Petroleum is discovered but is not deemed by CONTRACTOR
o be a Commergial Discovery under the above provisions of this
paragraph (¢}, EGPC shall one (I} month after the expiration of the
period specified  above within which CONTRACTOK can give
notice of 2 Comnercial Discovery, after the completion of a well
not considered (0 be a "Commercial Weil™, has the right, {ollowing
sixty (60} days notice in writing to CONTRACTOR, at its sole
cost, risk and expense, to develop, produce and dispose of all
Petrolewrn from the geological feature on which the weil has been
drilled. Said notice shall state the specific area covermng said
geological feature (o be developed, the wells 1o be dnlied, the
production facilities to be mstalled and BEGPC's estimated ¢ost
thereof, Within thirty {30) days after receipt of smd  notice
CONTRACTOR may, in writing, ¢lect to develop such ared as
provided for in the case of Commercial IDiscovery hereunder. In
such event all terms of this Agreement shall continue (¢ apply 0
the specified area.

If CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set  aside for
sole risk operations by EGPC, such area 1o be mutually agreed
upon by EGPC and CONTRACTOR on the basis of good
petroleum industry practice. EGPC shall be entitled to perfarm or
in the event Operating Company has come into existence, 1o have
Operating Company perform such operations for the account of
EGPC and at EGPC's sote cost, risk and expense, When EGPC has
recovered from the Petroleum produced from such specific area a
guantity of Petroleum equal in value to three hundred percent
(300%:) of the cost 1t has mcurred in carrying out the sole risk
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operations, CONTRACTOR shall have the option, only in the
event there has been & separate Commercial Discovery, elsewhere
within the Area, to share in further development and production of
that specific area upon paying EGPC one hundred percent {100%)
of such costs meurred by BEGPC.

Such one hundred percent (100%) payment shall not be recovered
by CONTRACTOR. Immediately foilowing such payment the
specific arca shall either (i) revert to  the status of an ordinary
Development Lease under this Agreementi and thereafter shall be
aperated 1n accordance with the terms hereof; or (1) altermauvely,
in the event that at such time BEGPC or its Affiliated Company is
conducting Development operations in the area at its sole expense
and EGPC  slects 1 continue operating, the area skall remain set
aside and CONTRACTOR shall onty be entitied to iis production
sharing percentages of the Petroleum as  specified in Article Vil
(b). CONTRACTOR shall aiso have the right 1o participaie 1n the
technical aspects of development programs and to audit related
expenditures, The sole risk  Petroloum shall be valued in the
manner provided in Article VII {¢). In the event of any
fermination of this Agreement under the provisions of Articie III
(b), this Agreement shall, however, continue to apply to BGPC's
operations of any sole risk venture hereunder, although such
Agreement shall have  been terminated with respect (o
CONTRACTOR pursuant to the provisions of Article 111 (b} .

id) Cenversion to a Development Lease:

(i) Following a Commercial O1l Discovery or a Commercial Gas
Discovery the extent of the whole arca capable of preduction
to be covered by a Development Lease shall be mutually
agreed upon by BEGPC and CONTRACTOR and be subject to
the approval of the Minister of Petroleum.  Such area shall be
converted awomatically into 2 Development Lease without
the tssue of any addittonal legal instrument or permission.
The written agreement between the CONTRACTOR and
EGPC regarding the date of Commercial Discovery pursuant
to the provisions of Asticle 11 {¢) (i) will be part of the
documentation of the Development Lease.
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(1) 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 O1l Discovery), EGPC and CONTRACTOR shall

endeavor with diligence 1o find adequate markets capable of
absorbing the production of Gas and with respect to the local

markets , EGPC shall advise CONTRACTOR of the potential
outlets for such Gas and the expected annual schedule of
demand. Thereafter, EGPC and CONTRACTQOR shall meet
with a view to assessing whether the outlets for such Gas and
other relevant factors warrant the development and preduction
of the Gas and in 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 Article VII .

(111} The Development period of each Development Lease shall be
as follows:

{aa) In respect of a Commercial Oil Discovery, twenty (20)
years 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 O1l Discovery into a Development Lease,
Gas is discovered in the same Development Lease and is
used or 1s capable of being used locally or for export
hereunder, the pertod of the Development Lease shall 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 deliveries of Gas locally or for export plus
the Extension Penod (as delined below) provided that
the duration of such Development Lease based on a
Commercial O1] Discovery may not be extended beyond
thirty-five {35) years from the date of such Commercial
Oul Discovery .
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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.

In respect of a Commercial Gas Discovery, twenty (20)
years from the date of first deliveries of Gas locally or
for export plus the Extension Period (as defined below)
provided that, if subsequent to the conversion of a
Commercial Gas Discovery into a Development Lease,
Crude Ol 1s discovered in the same Development Lease,

~CONTRACTOR's share of such Crude Oil from the

Development Lease (except LPG extracted from Gas or
Crude O1l 1n the form of condensate produced with Gas)
and Gas associated with such Crude Oil shall revert
entirely to EGPC upon the lapse of twenty (20) years
from the date of such Crude Qil Discovery plus the
Extension Period (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 (33) years from the date of such Commercial
(Gas Discovery.

CONTRACTOR shall immediately notify EGPC of any
O1]1 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 {0) months written request sent by CONTRACTOR
to EGPC prior to the expiry of the relevant twenty (20)
year penod supplemented by technical studies including
evaluation of production. expected levels of production
during extension period, CONTRACTOR’s obligations
and relevant economic consideration. This extension
pertod 1s subject to the approval of the Mini<ter of
Petroleum.
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(e) Development operations shall upon the issuance of a Development
Lease granted following a Commercial OQil Discovery, be started
promptly by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engineering
puanciples, untl the field is considered to be fully developed, it
being understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avoid 1mpairing 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 deliveries for local or export , such Development
Block shall mmmediately be  relinquished, unless there i1s a
Commercial Ol 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 in the
Commercial Production referred to above .

Development operations in respect of Gas and Crude Oil in  the
torm 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
export as referred to in Article VII or otherwise, be started
promptly by Operating Company and be conducted in accordance
with good gas field practices and accepted petroleum engineering
principles and the provisions of such agreement or scheme. In the
event no Commercial Production of Gas 1s established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished,
unless otherwise agreed upon by EGPC.

If, upon application by CONTRACTOR it is recognized by EGPC
that Crude Oil or Gas is being drained from the Exploration block
under this Agreement into a Development Block on an adjoining
concession area held by CONTRACTOR or other contracter(s), the
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Biock being drained shall be considered as participating in the
Commercial Production of the Development Block in question and
the Biock being drained shall be converted mto a Development
Lease with the ensuing allocation of costs and production
(calculated from the Effective Date or the date such drainage
occurs, whichever is 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 recoverable reserves of such
structure  undertying both Concession Areas. The production
allocated to a concession amea shall be priced according to the
concession agreement covering that concession area.

Fatlure by the CONTRACTOR and other contractor{s) in each
concession area to agree on the allocation of costs andfor
productton for such separate Development Leases shall be
resolved by expert determination | the expert to be agreed upon by
the two concermed CONTRACTOR and other contractorés). EGPC
shall interfere and induce the CONTRACTOR and other
contractor{s) m each concession area to fully cooperate and resolve
the drainage maticr in an expedient manner as per the expernt
decision, such that neither contractor shall be unjustifiably
enriched, The cost of the expert shall in no event be recovered.

(f) CONTRACTOR shall bear and pay ali the costs and expenses
required in camying out all the operations under this Agreement bt
such costs and expenses shall not include amy interest on
investment, CONTRACTOR. shall look only to the Petroleum to
which it is entitied under this Agreement to recover such costs and
expenses, Such costs and expenses shall be recoverable as provided
in Article Vil During the 1erm of this Agreement and 115 renewal,
the total production achieved in the conduct of such operstions
shali be divided between EBEGPC and CONTRACTOR in
accordance with the provisions of Article VIL.
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{g} (1} Uniess otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws and shall comply with the
requirements of such laws with respect 1o the filing of retumns,
the assessment of tax, and keeping and showing of books and
records.

(1) CONTRACTOR shall prepare the tax retwn covering ail costs
incurred related to the Agreement and shall submit such return
to BGPC twenty-five {25) days prior to the dug date of
submitting thereot to the tax authority. EGPC shall have the
right 1o review the tax return calculation and provide comments
on such return within fifteen {15} days of the date of receiving
the tax return from the CONTRACTOR, in any case
CONTRACTOR shall be responsible for submitting the tax
return 1o the tax authority prior to the due date.

{3) CONTRACTOR's annual income for Egyplian income tax
purposes under this Agreement shall be an amount calculated
as follows:

The total of the sums received by CONTRACTOHR from the sale or
other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Article VII {(a) and (b);

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

() The value as determined according to Article VII {c}, of
EGPC's share of the Excess Cost Recovery Petroleum
repaid to EGPC in cash or in kind, if any,

Plus:
An amount equal to CONTRAUTOR's Egyptian income faxes
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) shall apply only in respect of classification of costs and
expenses and rafes of emortizabon, without regard to the
percentage limitation referred to in the first paragraph of
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Article VII {a) (1}, All costs and expenses of CONTRACTOR
in conducting the operations under this  Agreement which are
not controlled by Article VII (a) as above qualified shall be

deductible in accordance with the provisions of the Egyptian
Income Tax Law.

{4) EGPC shall assume, pay and discharge, in the name and on

behalf of CONTRACTOR, CONTRACTOR's Egyptian
mcome tax out of EGPC's share of the Petroleum produced
and saved and nof used i operations under Article VI, Al
taxes paid by EGPC in the name and on behalf of
CONTRACTOR shal! be considered income to CONTRACTOR.

(5) EGPC shall fumish to CONTRACTOR the proper official

(6)

(7)

receipis  evidencing  the payment of CONTRACTOR's
Egyptian mcome tax for cach Tax Year within ninety (90)
days following the receipt by EGPC of CONTRACTOR's tax
declaration for the preceding Tax Year. Such receipts shall be
issued by the proper Tax Authonties and shall state the
amount and other particulars customary for such receipis.

As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the ALRE. {(including tax on tax) such
as the iax on mmcome from movable capital and the 1ax on
profits from commerce and industry and inclusive of taxes
based on income or  profits inciuding all dividends,
withholding with respect to shareholders and other taxes
imposed by the GOVERNMENT of ARE. on the
distribution of income or profits by CONTRACTOR.

In calculating 1ts A.R.E. income taxes, EGPC shall be entitled
to deduct alt rovaities paid by EGPC to 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

(a) CONTRACTOR shall commence Exploration operations
hereunder not later than six (6) months after the Effective Date.
EGPC shall make available for CONTRACTOR's use all
seismic, wells and other Exploration data in EGPC's possession
with respect to the Area as EGPC 15 entitled to so do.

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

CONTRACTOR shall spend a minimum of four mithon U.S.
Dollars ($4,000,000) on  Exploration operations  and
activities related thereto  during the initial three (3) year
Exploration period; provided that CONTRACTOR shall drill
one (1) well and acquire approximately (200Km?) 3-D seismic
survey . For the first three (3) year extension period that
CONTRACTOR elects to extend beyond the initrtal Exploration
period ,CONTRACTOR shall spend a minimum of three
million U.S. Doilars ($3,000,000) and for the second three ( 3 )
year extension period that CONTRACTOR elects to extend
beyond the three (3) vear first extension period,
CONTRACTOR shall also spend a minimum of two million
U.S. Dotlars ($2.000,000) . During the first and second
extension periods that CONTRACTOR elects to extend
beyond the mitial Exploration pertod, CONTRACTOR shall
drill one (1) well in the first extension period and shall also
drilf one (1) well 1n the second extension penod.
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Should CONTRACTOR spend more than the minimum
amount required te be expended or drifl more wells than the
minimum required to be drilled during the initial three (3) year
Exploration period, or during any period thereafter, the excess
may be subtracted from the minimum amount of money
required to be expended by tCONTRACTOR or minimum
number of wells required to be drilled during any succeeding

Exploration period(s) , as the case may be.

In case CONTRACTOR suorrenders its Exploration rights 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 four million (4,000,000)
U.S. Dollars, on Exploration or in the event at the end of the
third (37) year, CONTRACTOR has expended less than said
sum in the Area, an amount equal to the difference
between the said four million ($4,000,000) U.S. Dellars and
the amount actually spent on Exploration and approved by
EGPC shall be paid by CONTRACTOR to EGPC at the time
of surrendering or within six (6) months from the end of the
third (3™) year of the initial Exploration period, as the case
may be. Any expenditure deficiency by CONTRACTOR at the
end of any additional pericd for the reasons above noted shall
similarly result in a payment by CONTRACTOR to EGPC of
such deticiency. Provided this Agreement is still in force as to

CONTRACTOR, CONTRACTOR shall be entitled to recover
any such payments as Exploration Expenditure in the manner
provided for under Article VIl in the event of Commercial

Froduction.
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Without prejudice to Article 131 (b}, in case no Commerctal O
Discovery is established or no notice ¢of Commercial Gas
Discovery is given by the end of the ninth (3™) vear, as may be
extended pursuant to Article V {a} or in case CONTRALTOR
surrenders the Area under this Agreement prior 10 such

time, EGPC shall not bear any of the aforesaid expenses spent
by CONTRACTOR.

{t} At least four {4} months prior to the beginning of each

Financial Year or at such othér times 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 proposes to carry out during the ensumg Year.
The Exploration Work Program and Budget shali be reviewed
by a joint committee to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred 10 as the "Exploration
Advisory Committee”, shall consist of six {6) members, three
(3} of whom shall be appointed by EGPC and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGPC from among the
members appointed by it The Exploration Advisory
Cornmittee shalt review and give such advice as it deems
appropriate with respect to the proposed Work Program and
Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submut the Exploration
Work Program and Budget to EGPC for its approval.

Following such approval, it is further agreed that:
(i} CONTRACTOR shall not substantially revise or modify

said Work Program and Budget nor reduce the approved
budgeted expendifure without the approval of EGPC;
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(11) In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be
considered 1n all aspects as Exploration Expenditure and
shall be recovered pursuant to the provisions of Article
VI hereof.

(d) CONTRACTOR shall advance all necessary funds for all
matenals, equipments, supplies, personnel administration
and operations pursuant to the Exploration Work Program
and Budget and EGPC shall not be responsible to bear or
repay any of the aforesaid costs.

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

Except as is appropriate for the- processing of data,
specialized laboratory engineering and development studies
thereon, to be made in specialized centers outside A.R.E., all

geological and geophysical studies as well as any other
studies related to the performance of this Agreement, shall

be made 1n the A.R.E.

CONTRACTOR shall entrust the management of
Exploration operations in the ALRE. to its technically
competent General Manager and Deputy General Manager.
The names of such Manager and Deputy General Manager
shall, upon appointment, be forthwith notificd to the
GOVERNMENT and to EGPC. The General Munager and,
in his absence, the Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient powers to
carry out immediately all lawful written directions given (o
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 hereunder and
not in conflict with this Agreement shall apply to

CONTRACTOR.
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(f) CONTRACTOR shall supply EGPC, within thirty (30) days
from the end of each calendar quarter, with a Statement of
Exploration activity relating to exploration which has been
conducted m any portion of the Area not converted to a
Development  Lease  showing  costs  incurred by
CONTRACTOR during such quarter. CONTRACTOR's
records and necessary supporting documents shall be
avaitable for inspection by EGPC at any time during regular
working hours for three {3) months from the date of
recerving each statement.

Within the three {3) months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR 1 writing if
it considers:

{1} that the record of costs is not conrect; or

(2} that the costs of goods or services supplied are not in
line with the international market prices for goods or
services of similar quality supplied on similar terms
prevailing at the time such goods or services were
supplied, provided however, that purchases made and
services performed within the A.R.E. shall be subject to
Arncle XXVIor

(3} that the condition of the materials furnished by
CONTRACTOR does not tatly with their prices; or

(4) that the costs incurred are not reasonably required for
operatons,

CONTRACTOR shall confer with EGPC in cornection with
the problem thus presented, and the parties shall attempt to
reach a written settlement which is mutoally satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery
Petroleum a3 4 result of reaching agreement or of an arbitral
award shall be promptly made m cash to EGPC, plus simpie
interest at LIBOR plus two and half percent (2.5 %) per
anpum from the date on which the disputed amounti(s)
would have been paid to EGPC according to Article VII (a)
(2) and Annex "E" of this Agreement {i.e., the date of
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rendition of the relevant Cost Recovery Statement) to the
date of payment. The LIBOR rate applicable shall be the
average of the figure or figures published by the Financial
Times representing the nud-point of the rates (bid and ask)
applicable to one month U.S. Doliars deposits in the London
Interbank Burocurrency Market on each fifteenth (15™) day
of each month occurring between  the date on which the
disputed amouni(s) would have been paid to EGPC and the
date on which it 15 settled.

If the LIBOR rate is available on any fifteenth (15"} -day
but 1s not published in the Financial Times in respect of
such day for any reason, the LIBOR rate chosen shall be that
offered by Citthank N.A. 1o other leading banks in the
London Interbank Burecurrency Market for one month 1.8,
Dollar deposits.

.. If such fifteenth (15™) day is not a day on which LIBOR

rates are quoted in the London Interbank Eurocurrency
Market, the LIBOR rate to be used shall be that quoted on
the next following day on which such rates are quoted.

If within the time hmit of the three (3) month pernod
pravided for in this paragraph, EGPC has not advised
CONTRACTOR of its objection to any Statement, such
Statement shall be considered as approved.

{g} CONTRACTOR shall supply all funds necessary for ifs

operations n the AR.E. under this Agreement in freely
convertible currency from abroad. CONTRACTOR shall
have the right to freely purchase Egyptian currency i the
amounts necessary for its operations in the AR.E. from
EGPC or from any bank authorized by the
GOVERNMENT to conduct foreign cumency exchanges.
Prionity shall be given by CONTRACTOR to purchase the
Egyptian currency from EGPC.
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(h)y EGPC is authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official A.R.E. rate
of exchange, such amount tn U.S. Dollars shall be deposited
in an EGPC account abroad with a correspondent bank of
the National Bank of Egypt, Cairo. Withdrawals from said
account shall be used for financing EGP(C's and its
Affiliated Companies’ foreign currency requirements subject
to the approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the third (3'd) year after the Effective Date hereof ,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent { 25 %) of the orniginal Area on the Effective
date not then converted to a Development Lease or Leases. Such
relinquishment shall be in a singIe unit of whole Exploration Blocks
not converted to Development Leases when possible without
jeopardizing CONTRACTOR s Exploration opportunities provided
that CONTRACTOR shall fuifill the required percentage of such
relinquishment.

At the end of the sixth (6"} year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent (25%) of the orniginal Area on the
Effective date not then converted to a Development Lease or
Leases. Such relinquishment shall be in a single umt of whole
Exploration Blocks not converted to Development [eases when
possible without jeopardizing CONTRACTOR’s Exploration
opportunities provided that CONTRACTOR shall fulfill the
required percentage of such relinquishment.
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Without prejudice to Asticles Il and XXIII and the last three
paragraphs of this Article V (a), at the end of the ninth (9'%) year of
the Exploration period, CONTRACTOR shall relinguish the
remainder of the Area not then converted fo a Development Leases.

It is understood that at the time of any relinquishment the areas {0
be converted into Development Leases and which are submitted to
the Minister of Petroleum for his approval according to Anticie 1]
(d) shall, subject to such approval, be deemed converted to

Development Leases.
CONTRACTOR shail not be required to relinguish any

Exploration Block or Blocks on which a Commercial Ol or Gas
Well is discovered before the period of time referred to in Article
i1 (¢} given to CONTRACTOR o determine whether such Well is
a Commercial Discovery worthy of Development or 1o relinqutish
an Exploration Block in respect of which a notice of Commercial
Gas Discovery has been given to EGPC subject to EGPC's right to
agree on the existence of 3 Comwnercial Discovery pursuant to
Article Il (¢}, and without prejudice to the requirements of
Article 111 .

In the event at the end of the initial Exploration pertod or sither of
the two successive oxtensions of the initial Exploration period, a
well 1s actually drlling or testing, CONTRACTOR shail be
allowed up to six (6) months to enable it to discover a Commercial
Ot or Gas Well or to establish a Commercial Discovery, as the case
may be, Mowever, any such extension of up to six {6) months shall
reduce the length of the next succesding Exploration period, as
applicable, by that amount.
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{b) VOLUNTARY:

CONTRACTOR may, voluntanly, during any period relinquish  all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinqmshment its Exploration obhigations under Article IV ()
have been satistied for such period,

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

Following Commercial Discovery. EGPC and CONTRACTOR
shall mutually agree upon apy area 10 be relinguished thereafier,
except for the relinguishment provided for above at the end of the
total Exploration period.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a} On Commercial Discovery, EGPC and CONTRACTOR may form
in the AR.E. an operating company pursuant ¢ Article VI {b) and
Annex (D) (hereinafrer referred 10 as "Operating Company™) which
company shall be named by mutueal agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said company shall be a private sector
company. Operating Company shall be subject to the laws and
regutations in force in the ARE. 1o the extent that such taws and
regulations are not inconsistent with the provisions of this
Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or hereafter amended or subsiituted:

- Law No. 48 of 1978, on the employee regulations of public sector
companies;
- Law No. 139 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited Hability
companies;
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- Law No. 97 of 1983 promulgating the law conceming public sector
organizations and companies;

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

- Law No. 88 of 2003 with respect (o the organizing of foreign
CUTTENCIOS.

(b} The Chavter of Operating Company is hereto atiached a5 Annex
"D Within thirty {30} days afier the date of Commercial (il
Discovery or within thirty (30) days after signature of & Gas Sales
Agreement or commencemen! of a scheme 10 dispose of Gas
{unless otherwise agreed upon by EGPC and CONTRACTOR), the
Charter  shall take effect and Operating Company  shall
automatically come inlo existence without any further procedures.
The Exploration Advisory Committes shall be dissolved upon the
retingquishment of the Area not converted into Development Leases,

(¢} Nmety (90) davs afier the date QOperating Company comes o
existence in accordance with paragraph {b) above, it shall prepare &
Work Program and Budget for further Exploration and
Development in any portion of the Area converted into 4
Development Lease for the remainder of the year in which the
Commercial Discovery 18 made; and not later than four (4) months
before the end of the current Financial Year (or such gther date as
may be agreed upon by EGPC and CONTRACTOR Yangd four (4}
months preceding the commencement of each succeeding Fmancial
Year thereafior (or such other date as  may be agreed upon by
EGPC and CONTRACTOR), Operating Company shall prepare an
annuzl Production Schedule, Work Program and Budget for further
Exploration and Development in any portion of the Area converted
ke 2 Development Leuase for the succeeding Financial Year. The
Production Schedule, Work Program and Budget shall be sobmitied
to the Bourd of Diredtors for approval. The Work Program and
Budget for further Exploration in any portion of the Area not
converted mto a Development Lease shall be implemented |
reviewed and appraved it accordance with Article 1V {¢) .
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(d) Not later than the twentieth (201) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of 1ts
total cash requirements for expenditure for the first half and the
gecond half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take
into consideration any cash expected to be on hand at month end.

Payment for the appropniate period of such month shail be made to
the correspondent bank designated in paragraph {e) below on the
first (1%) day and fifteenth (15" day respectively, or the next
following business day, if such day is not a business day.

(¢} Operating Company is authorized to keep at iis own disposal abroad
i an account opened with a correspondent bank of the National
Bank of Egyps, 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 in the AR.E. the required amount to
meet the expenditures in Egyptian Pounds for Operating Company
in connection with its activities under this Agreement.

Within sixty (60) days after the end of cach Fmancral Year,
Operating Company shall submit to the appropriate exchange
control amhonties in the A.RR.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
batance outstanding at the end of the Year.

(fy ¥ and for as long during the period of production operations there
exisis an excess capacily in facilities which ecan not duning the
neriod 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
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) Cost Recovery Petroleum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures tn respect of all the Exploration, Development and
related operations under this Agreement to the extent and out
of forty percent (40%) of all Petroleum produced and saved
trom all Development Leases within the Area hereunder and not
used in Petroleum operations. Such Petroleum is hereinafter

referred to as "Cost Recovery Petroleum”.

For the purpose of determining the classification of all costs, expenses

and expenditures for their recovery, the following terms shatl apply:

. "Exploration Expenditures” shall mean all costs and expenses
for Exploration and the related portion of indirect expenses

and overheads.

I

"Development Expenditures” shall mean all costs and
expenses for Development (with the cxception of Operating
Expenses) and the related portion of indirect expenses and

overheads.

a2

. "Operating Expenses” shall mean all costs, expenses and
expenditures made after inittal Commercial Production, which
costs, expenses and expendilures are not normally

depreciable.



Y~»~-Oi.‘.‘.»_,.3i.sbuiit.3}tgb‘ih:ﬂf—%}ii&}? A

k- e el

Loy el LY P00l Jod it Olis pema Jads o uldh pons

Al SlEBIL BlizsYly hesy 1l Al lacdidy J V!

RTINS X P W P WO VCC R 3 BPET S PR WSS

J o) Jlzasly s s i s o idd 33lel,y (Sidetracking)

]y 2l s O bmmmerlly LSS Jool o < o]

oY jar Juby Lt s )

RIS BN ST | FU I TUIPIPRS-IUCTE | PRLPHR | FLP B S

R[5 RS PRI LS Y I SR B €

zlaifiedy Jod e oSis Ledls S U "l Tlid ~
Fua A any B FUSYE sdn ! LAY sl o Y s lel!
ot p Ul pe sl U ol e Rl Koz Jyf il 8 o

|| IRV D TP JEUW P 11 OU TR JUTLI B
cdas Al i i 2l 5 Ll s o i (/Y0)
PR KW SUAN | - C0% [ S 531 S P VIR SO 1Y
Y S o sl s sl
2L sy Jud Lgan o815 Lo el i b o ieaidl Dl - ¥
ol gy LU oda ol LAY sl Y ]
oA sl pUl e e Ralizie Lo Jyf a3 51
o ity i it 3,2 s Ll s ol
S TORES | B SUNCR | B P B S IA B EX R FOWR L7 3 1
AR VS IS | 5O | B ) A F FL S P PR TP P
Y (50 nde It gl ST g ol s



A

Y.ub L mle 0 (3 (O) U VA saadl — Da J1 3y A

ool

However, Operating Expenses shall include workover, repair
and maintenance of assets, well stimulations to enhance,
maintain or restore existing producing zones but shall not
include any of the following: sidetracking, redrilling and
changing of the status of a well, replacement of assets or part of
ann  asset, additions, improvements, renewals o©or major
overhauling that extend the life of the asset.

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

Perroleum n the [ollowing manner:-

(i} “Exploration Expenditures”, including those accumulated prior

10 the commencement of initial Commercial Production, whitch
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 be recaverable at the rate of
twenty five percent ( 25%) per annum starting either in the Tax
Year in which such expenditures are incwred and paid or the
Tax Year in which initial Commercial Production commences,
whichever is the later date.

(i1) “Development Expenditures”, including those accumulated prior

to the commencement of initial 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 be recoverable at  the
raie  of twenty five percent {25%) per annum  sarting either
in the Tax Year in which such expenditures are incurred and
paid or the Tax Year in which initial Commercial Production

commences, whichever s the later date.
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(iii) “Operating Expenses”, incurred and paid after the date of initial
Commercial Production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Oil or the first deliveries of Gas are made,
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial Commercial Production occurs, whichever 18 the later

date.

(iv} To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (iii) preceding, exceed the
value of all Cost Recovery Petroleum for such Tax Year, the
excess shall be camed forward for recovery in  the next
succeeding Tax Year(s) until fully recovered, but in no case after

the termination of this Agreement, as to CONTRACTOR.

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

allocated, shall be camied forward for recovery in the next quarter.

(2) Except as provided in Article VII (a) (3} and Article VII (e) {1),
CONTRACTOR shall each quarter be entitled to take and own
all Cost Recovery Petroleum, which shall be taken and frecly
exported or otherwise disposed of in the manner determined

pursuant to Article VII (e). To the extent that the value of
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all Cost Recovery Petroleum [as determined in Article VII (¢)]
exceeds the actual recoverable costs and expenditures, including
any carry forward under Article VI (a) (1) (iv), to be recovered
in that quarter, then the value of such Excess Cost Recovery
Petroleum shall be split between EGPC and CONTRACTOR in
accordance with the percentages specified in Article VII (b} (1)
below and EGPC’s shares shall be paid by CONTRACTOR to
EGPC either (i) in cash in the manner set forth in Article IV of
the Accounting Procedure contained in Annex "E" or (11) o
kind in accordance with Article VII{a) (3).

(3) Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice 1m wnung to
CONTRACTOR to require payment of up to one hundred
percent (100%) of EGPC's share of Excess Cost Recovery
Petrolcum in kind. Such payment will be in Crude Oil from the
Area F.O.B. export terminal or other agreed delivery point
provided that the amount of Crude Oil taken by EGPC in kind 1n
a quarter shall not exceed the value of Cost Recovery Crude Ol
actually taken and separately disposed of by CONTRACTOR
from the Area during the previous quarter. If EGPC's
entitlement to receive payment of its share of Excess Cost
Recovery Petroleum in kind is hmmited by the foregoing

provision, the balance of such entittement shall be paid 1n cash.
(b) Production Sharing

(1) The remaining sixty percent { 60 %) of the Petroleum shall be
divided between EGPC and the CONTRACTOR according to
the following shares: Such shares shall be taken and disposed
of pursuant to Article VII {e}):
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(i) Crude Oil :

Crude Ol
and saved under this

produced

Agreement and not
used in Petroleum oper-

ations. (BOPD) (quar-

terly average).

That portion or increment
up to 10,000 BOPD.

That portion or increment
from 10,001 and up to
25,000 BOPD .

That portton or increment

from 25,001 and up to
50,000 BOPD.

That portion or increment
from 50,001 and up t©
100,000 BOPD

That portion or increment

more than 100,000

BOPD.

EGPC
SHARE

(seventy percent)

{70 %)

(seventy three

percent)
(73 %)

(seventy five

percent )
{ 75%)

(seventy eight
percent )
(78%)

(eighty percent }

(80%)

Y¥..0 L.-..uﬁLnﬂ Lf’("'"’] eb\ﬁ h-LAJi—LWJJlE-b_JJJ

CONTRACTOR
SHARE

(thirty percent)
( 30 %)

(twenty seven

percent)
(27 %)

( twenty five
percent)
( 25%)

( twenty two

percent)
( 22%)

( twenty

percent )
( 209%)
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(ii) Gas and LPG :
Gas and LPG produced and EGPC CONTRACTOR
saved under (s Agree- SHARE SHARE

ment and not used in Petro-
leum operatons (SCFDY)

{uarterty average).

That portion or increment  {5eventy percent) {tharty percent }
up to 250,000,00¢ SCFD. { 70%} {30%])

That portion or increment  {seventy two and hait (twenty seven
from 251,000,000 and up percent) and half percent)
to 500,000,000 SCED. (72.5 o) (27.5 %)
That portion or increment (seventy five (twenty five
more than 500,000,000 percent) percent )

SCFD. { 75%) {25%)
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(2) After a period of twelve (12) months after the end of
each contractual year during the term of any Gas Sales
Agreement entered into pursuant to Article VII (e},
EGPC and CONTRACTOR (as sellers) shall render to
EGPC or EGAS (as buyer) a statement for an
amount of Gas,if any, equal to the amount by
which the quantity of Gas of which EGPC or
EGAS (as buyer) has taken delivery falls below seventy
five percent (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 receipt of the statement, EGPC or EGAS
(as buyer) shall pay EGPC and CONTRACTOR
(as sellers) for the amount of the Shortfall, if any. The
Shortfall shall be included m EGPC's and
CONTRACTOR's entitlement to Gas pursuant to Article
VII {(a) and Article VII {b) in the fourth (4”‘} quarter of
such contractual year.

Quantities of Gas not taken but to be patd for shall be
recorded 1n a separate “Take-or-Pay Account”.
Quantities of Gas ("Make Up Gas") which are delivered
in subsequent years 1n excess of seventy five percent
(75%) of the contract quantities of Gas as established by
the applicable Gas Sales Agreement, shall be set against
and reduce quantities of Gas in the *“Take-or-Pay”
account to the extent thereol and, to that extent, no
payment shall be due in respect of such Gas. Such Make
Up Gas shall not be included in CONTRACTOR's
entitlement to Gas pursuant to Article VII (a) and (b).
CONTRACTOR shall have no rights to such Make Up
Gas.
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If after a period of twelve (12} months after the end of
any Contract year, EGPC and CONTRACTOR {as
sellers) fail to deliver seventy five percent {75%}) of the
annual contract quantity of Gas as defined in the Gas
Sales Agreement with BGPU or EGAS (as buyer), the
cifference between seventy five percent {(75%) of the
annual Contract guantity of Gas and the actual gas
guantity delivered shall be referred to as the “Deliver- or-
Pay Shortfall Gas™. EGPC or EGAS (as buyer) shalt have
the right to take a quantity of Gas equal to the Deliver-or-
Pay Shortfali Gas and such quantity of Gas shall he
priced at ninety percent (90%) of the Gas price as
defined in the Gas Sales Agreement .

The percentages set forth i Asticle VI (g} and {b) in
respect of LPG produced from a plant constructed and

operated by or on behalf of EGPC and CONTRACUTOR
shall apply to all LPG available for delivery.

{c} Vakiation of Petroleum:

{1} Crude Gik:

(1) The Cost Recovery Crude Qil to which CONTRACTOR
is entitled hereunder shall be valued by EGPC and
CONTRACTOR at "Market Price” for ecach cglendar

quarier.
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(i1} "Market Price" shall tean the weighted average prices realized

(B4}

from sales by EGPC or CONTRACTOR during the quarter,
whichever is higher, provided that the sales to be used in
arriving at the  weighted average(s) shall be sales of
comparable quantities on comparable credit terms in freely
convertible currency from F.O.B. point of export sales o
non-affiliated companies at arm's length under alt Crude Ou
sales contracts then in effect, but excluding Crude Onl sales

contracts involving barter, and

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

(23 Sales involving a quid pro quo other than paymen{ m a
freely convertible currency or motivated in whole or in
part by considerations other than the usual economic

incentives for commercial arm's length crude o1l sales.

It is understood that in the case of “C.LF.” sales, approprate
deductions shall be made for transport and tnsurance charges
to calculate the F.O.B. point of export price, and always taking
into account the appropriate adjustment for quality of Crude
Qil, freight advantage or disadvantage of port of loading and
other  appropriate adjustments. Market Price shall be
determined separately for each Crude Qi] or Crude Oil mix,

and for each port of leading.
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(ivy If during any calendar guarter, there are no such sales by

EGPC andfor CONTRACTOR under the Crude Qil sales
contracts in affect, EGPC and CONTRACTOR shall mutually
agree upon the Muarket Price of the barrel of Crude Oil to be
used for such guarter, and shall be guided by all relevant and
available evidence including cwrent prices in  freely
convertible currency of leading crude oils produced by major
oil producing countries (in the Arabian Gulf or the
Mediteranean Area), which are regularly sold in the open
market according 10 actual sales contracts terms but exchuding
paper sales and sales pronmses where no crude off is delivered,
to the extent that such sales are effected under such terms and
conditions {excluding the price) not sigmficantly different from
those under which the crude ofl to be valued, was soid, angd
atways taking into consideration appropriate adjustments for
crude oil quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may be,
for differences in gravity, sulphur, and other factors generally
recognized by sellers and purchasers, as reflected in orude
prices, transportation ninety {90} days mnsurance promiums,
uisusual fees bome by the seller, and for credit terms m excess
of sixty (60) days, and the cost of loans or guarantees granted

for the benefit of the sellers at prevailing mterest raies.

It 15 the intent of the Parties that the value of the Cost Recovery
Crude Oil shall reflect the prevailing market price for such
Crude Oil,
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(v)

if either BGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph (ii) above does not
reflect the prevailing Market Price or in the event EGPC and
CONTRACTYTOR fail to agree on Market Price for any Crude
Oil produced under this Agreement for any guarter within
fifteen (15) days after the end thereof, any party may
elect at any time thereafter 1o submit to a single arbitrator
the guestion, what single price per barrel, in the arbitrator's
judgment, best represents for the pertinent quarter the Market
Price for the Crude O} in guestion. The arbitrator shall make
his determiination as soon as possible following the quarner in
question. His determination shall be final and binding upon ali
the parties, The arbiwrator shall be selected in the manner
described below,

In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thiny (30} days from the date any party
notifies the other that it has decided to submit the
determination of the Market Price to an arbitrator, such
arbitrator  shall be chosen by the appointing authority
designated in accordance with Article XXIV {¢), or such other
appointing authority with access to such expertise as may be
agreed 10 between EGPC and CONTRACTOR, with regard to
the qualifications for arbitrators set forth below, upon written
application of one or both of EGPC and CONTRACTOR.
Copy of such application by one of them shall be promptly
sent {0 the Other

The arbitrator shall be as nearly as possible 2 person with an
established reputation in the international petroleum industry
as ar expert in pricing and marketing crude oil in international
comraerce, The arbitrator shall not be a citizen of a country
which does not have diplomatic velations with both the A R.E.
and United States of America. He may not be, at the time of
selection, employed by, or an arbitrator or consultan on &
continuing or frequent basis to, the American Petroleum
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Institute, the Organization of the Petroleum Exporting
Countries or the Organization of Arab Petroleum Exporting

Countries, or a consultant on a continuing basis to EGPC,
CONTRACTOR or an Affiliated Company of either, but past
occasional consultation with such companies, with other
petroleum companies, governmental agencies or organizations
shall not be a ground for disqualification. He may not have
been, at any time during the two (2) years before selection, an
employee of any petroleum company or of any governmental
agency or organization.

Should a selected person decline or be unable t0 serve as
arbitrator or should the position of arbitrator fall vacant prior
to the decision called for, another person shall be chosen in the
same manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determinaticn in  accordance
with the provisions of this paragraph, based on the best
evidence available to him. He will review otl sales contracts as
well as other sales data and information but shall be free to
evaluate the extent to which any contracts, data or information
is substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furmish ham written materials provided the
arbitrator may impose reasonable limitations on this right.
EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data
and information which EGPC and CONTRACTOR or thewr
trading companies are able to make available und which 1n the
judement of the arbitrator might aid the arbitrator in making a
valid determination.
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{vi} Pending Market Price agreement by BEGPC and CONTRACTOR

or defermination by the arbitrator, as  applicable, the Market Price
agreed for the quarter preceding the quarter in question shal
remain temporarily in effect. In the evemt either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
prompily be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one - half percent (2.5%) per
annum rate provided for in Article IV (f) from the daie on winch
the disputed amount{s) should have been paid to the date of
payment.

(2} Gasand L.PG

(1)

The Cost Recovery and Production Sharing Gas Price will be
agreed npon between CONTRACTOR and EGPC or EGAS
after the Commercial Discovery and before converting an ared
to a development lease(s} according to the average prevailing
gas price of the Mediterranean region at that time . Except gas
for expont (LNG), where production sharning gas price wili 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 othcrwise agreed between
EGPC and CONTRACTORY:

PIPG = OOSPR-UUX08s X .. F }
42.96 = 10"
Where

PLPG = LPG price {scparately determined for Propane and
Butane}in U.S. Dollars per metnc ton.
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PR = The average over a period of a month of the
figures representing the mid-point between the high
and low prices in U.S. Dollars per metric ton quoted
in "Platt's LPGaswire” during such month  for
Propane and Butane FOB Ex-Ref/Stor. West
Mediterrancan.

1= BTL's removed from the Gas stream by the LPG plant
- per metric ton of LPG produced.

F = 3 value in U.3. Dollars per metric ton of the crude ail

of Guif of Suez Blend "FOB Ras Shukheir™ A RE.
calculated by referring to "Plait's Qilgram  Price

Report” during & 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 guoted. The value per metric ton shall
be calculated on the basis of & conversion factor 10
be agreed upon  annually between EGPC and
CONTRACTOR.

In the event that "Platt's LFGaswire” 15 issued on

certain days during & month but not on others, the
value of (PR) shall be calculated using only those
issues which are published during such month. In the
event that the wvalue of (PR} can not be
determined because "Platts LPGaswire” 13 apl
published at all during a month, EGPC and
CONTRACTOR shall meet and agree to the value of
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{d}

(PR} by reference w other published sources. in the
event that there are no such other pubdished sources
or if the value of (PR} cannct be determined
pursuant to the foregoing for any other reason ,
BGPC and CONTRACTOR shall meet and agrese the
value of (PR} by reference to the value of LPG
(Propane and Bulane) delivered FOB from the
Mediterrangan Area.

Such valuation of LPG s based upon delivery at the delivery
point specified in Articke Vil (e (2} (1},

{3ity The prices of Gas and LPG so calculated shall apply during

the samo month,

(tvy The Cost Recovery and Production Shares of Gas and 1L.PG
disposed of by EGPC and CONTRACTOR other than o
EGPC or BEGAS pursuart to Article VI (&) shall be valued at

their actual realized poce .
Farecasts:

Operating Compapy shaill prepare {not tess than ninety (907 days
rior 1o the beginning of ecach calendar semester following first
regutar production) and fumish in writing 10 CONTRACTOR and
BGPC a forecast setting out 2 tofal guantity of Petroleum that
Operating Company  estimuies can be  produced, saved and
transporied hereunder dunng such calendar semester i accordance

with ¢ood o and gas industry praciices.
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(e)

Operating Cempany shall endeavor to produce each calendar
semester the forecast quantity. The Crude Oil shall be run to
storage tanks or offshore loading facilities constructed, maintamned
and operated according to Government Regulations, by Operating
Company in which said Crude Oil shall be metered or otherwise
measured for royalty, and other purposes required by this
Agreement. Gas shall be handled by Operating Company in
accordance with the provisions of Article VII (e) .

Disposition of Petroleum:

(1) EGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which each is
entitled under Article VII (a) and (b). Subject to payment of
sums due to EGPC under Article VII (a) (2) and Article IX,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of
its share of Petroleum.

Notwithstanding anything to the contrary under this
Agreement, priority shall be given to meet the requirements
of the A.R.E. market from CONTRACTOR's share under
Article VII {( b ) of the Crude Qil produced from the Area and
EGPC shall have the preferential nght to purchase such Crude
Oil at a price to be determined pursuant to Article VII (¢ ) .
The amount of Crude Oil so purchased shall be a portion of
CONTRACTOR's share under Article VII (b). Such amount
shall be proportional to CONTRACTOR's share of the total
production of crude oil from the concession areas in  the
A.R.E. that 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 freely
convertible currency remittable by CONTRACTOR abroad.
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[t 15 agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the
Calendar Semester, of the amount to be purchased during such
semester under this Article VII {e) (1).

With respect to Gas and LPG produced from the Area:

(i) Priority shall be given to meet the requirements of the
local market as determined by EGPC.

(11) 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 virue 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
obligauon to deliver Gas to the following point where
such Gas shall be metered for sales, royalty, and other
purposes required by this Agreement:

(a) In the event no LPG plant is constructed to process
such Gas, the delivery point shall be at the flange
connecting the Lease pipeline to the nearest pomnt
on the  National Gas Pipeline Grid System as
depicted 1 Annex "F" hereto, or as otherwise
agreed by EGPC and CONTRACTOR.

(b} TIn the event an LPG plant 1s constructed 10 process
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the nlet to such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant
inlet, CONTRACTOR shall through the Operating
Company build a pipeline suitable for transport of
the processed Gas [rom the LPG Plant outlet to the
nearest point on the Nauonal Gas Pipeline Gnid
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System as depicted in Annex "F” hereio, or
otherwise agreed by EGPC and CONTRACTOR.
Such pipeline shall be owned 1n accordance with
Articie VII {a) by EGPC, and its cost shall be
financed and recovered by CONTRACTOR as
Development Expenditures pursuant to Article VIL

(itiy EGPC and CONTRACTOR shail consult together to
determine whether 1o build an LPG plant for recoverning
LPG from any Gas produced hercunder, In the event
EGPC and CONTRACTOR decide to build such a plant,
the plant shall, as is appropriate, be n the vicinity of the
pownt of delivery as determined in Asticle 1 and Article
VIi(e)26ii). The delivery of LPG for, royaity and other
purposes requtred by this Agreement shali be at the outlet
of the LPG plant. The costs of any such LPG plant shall
be recoverable in accordance with the provisions of this
Agreement unless the Minister of Petroleum agrees to
accelerated recovery.

{ivi EGPC or EGAS {as buver) shall have the option to glect,
by ninety {%0) days prior written notice to EGPC and
CONTRACTOR {as sellers), whether payment for the
(Gas which is subject 10 a Gas Sales Agreement between
EGPC and CONTRACTOR {as sellers) and BEGPC or
EGAS {as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC  and
CONTRACTQR, as valued in accordance with Adticle
VII {c}). and to which CONTRACTOR is entitled under
the Cost Recovery and Production Shanng
provisions of Article VII, of this Agreement, shull be
made T}in cash or 2) in Kind,
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Payments in cash shall be made by EGPC or EGAS (as
buyer) at intervals provided for in the relevant Gas

Sales Agreement in U.S. Dollars, remittable by
CONTRACTOR abroad.

Payments in kind shall be calculated by converting the
vatue of Gas and LPG to which CONTRACTOR is
entitied into equivalent barrels of Crude Ol to be taken
concurrentlty by CONTRACTOR from the Area, or to the
extent that such Crude Osl is insuffictent, Crude Oil from
CONTRACTOR's other concession areas or such other
areas &s may be agreed. Such Crude (il shall be added o
the Crude Ol that CONTRACTOR is otherwise entitied
to Ift under this Agreement. Such egquivalent barrels
shall be calculated on the basis of the provisions of
Article VII {c} relating to the valuation of  Cost
Recovery Crude Onl.

Provided that:
(aa) Payment of the value of Gas and LPG shall always be made

(bb)

i cash in LS. Dollars remittable by CONTRACTOR
abroad to the extent that there is insufficient Crude Oil
available for conversion as provided for above.

Payment of the value of Gas and LPG shall always be made
mn Kind as provided for above 10 the extent that payments in
cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRAUTOR's Cost Recovery
Petroleumn, shall be wmcluded in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article IV of Annex "E" of this
Agreement.
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(v} Should EGPC or EGAS {as buyer} fail to enter into a

long-term  Gas Sales Agreement with EGPC and
CONTRACTOR {as sellers) within four {4} years from a
notice of Commercial Gas Discovery pursuant (o Article
[1i, BEGPC and CONTRACTOR shall have the right to0
take and freely dispose of the guantity of Gas and LPG
in respect of which the notice of Commercial Discovery
(s given by exporting such Gas and LPG.

(vi} The proceeds of sale of CONTRACTOR's share of (as

(vii)

and LPG disposed of pursuant to the above
sub-paragraph (v) may be freely remitted or retained
abroad by CONTRACTOR.

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

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

referred  to in Article VI (e} (2} (v}
CONTRACTOR shall have the obligation to exert
its reasonable efforts to find an export market for
(Gas reserves.

{bb) In the event at the end of the Tour (4} year period
referred to under Article VII (&) (2) (v),
CONTRACTOR and EGPC have not entered inio
a Gas Sales Agreement, CONTRACTOR shall
retain its rights to such Gas reserves for a further
period of up to four (4) years, subject to Article
VIl (e) (2) {viii)X(cc), during which period EGPC
shall attempt to find a market for Gas reserves.
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(cc) In the event that CONTRACTOR 1s not exporting

(dd)

the Gas and CONTRACTOR has not entered into
a Gas Sales Agreement pursuant to Article VII {e)
(2) prior to the expiry of eight (8) years from
CONTRACTOR's notice of Commercial Gas
Discovery, 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
cxpiry of such eight ( 8 ) year peried , 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 from the date such
offer 1s made provided that the Gas Sales
Agreement offered to CONTRACTOR shall take
into consideration the relevant technical and
economic factors to enable a commercial contract
including :

A sufficient delivery rate.

Delivery pressure to enter the National Gas
Pipeling Grid System at the point of dehivery.

Delivered Gas quality specifications not more
stringent than those imposed or required for the
National Gas Pipeline Grid System.

- The Gas prices as specified in this Agreement .

In the event that CONTRACTOR has not entered
into a Gas Sales Agreement pursuant to Article
VII (e) (2)or otherwise found an acceptable
scheme for commercial disposal of such Gas | at
the time of the expiration of eight ( 8 ) years from
CONTRACTOR’s notice of Commercial
Discovery of Gas or failing agreement with EGPC
on gas disposal at the expiration of eight ( 8 )
years , CONTRACTOR shal! surrender to EGPC
such Developmen: Lease (s) in which Gas
discovery 1s made.
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(ix) CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commercial Gas
Discovery, 1if Crude Oil has been discovered in
commercial quantities in the same Development Lease.

(f) Operations:

If following the reversion to EGPC of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following suirrender of nghts to  Gas
hereunder, CONTRACTOR retains rights to Crude Oil in the same
Development Lease, operations to explore for or exploit the
Petroleum, the nghts to which have reverted or been sumrendered
(O1l or Gas as the case may be) may only be carmed out by
Operating Company which shall act on behalt of EGPC alone,
unless CONTRACTOR and EGPC agree otherwise.

(g) Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree upon a
procedure for scheduling tanker 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 carnied out by
CONTRACTOR or Operating Company in accordance with the

following:

(I} Land shall become (he property of EGPC as soon as it is
purchased.
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(b)

(c)

(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
provisions of Article VII; however the full title to fixed and
movable assets shall be transferred  automatically from
CONTRACTOR to EGPC when 1its 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 Operating Company to EGPC and CONTRACTOR within
thirty (30) days of the end of each quarter.

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

accounting adjustment shall be made. CONTRACTOR and EGPC

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

CONTRACTOR and Operating Company may freely import into the
A.R.E., use therein and freely export at the end of such use,
machinery and equiprﬁents which they either rent or lease In
accordance with good industry practices, including but not limited to

the lease of computer hardware and software.
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ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC as a signature bonus the sum of
five hundred thousand (500,000 ) U.S. Dollars on the Effective
Date.

(b)y CONTRACTOR shall pay to EGPC the sum of thirty thousand
(30,000) U.5. Dollars per block coincident with one (1) minute by
ane (1) minute latitude and longitude divisions , converted nto

Development Lease.

(c} CONTRACTOR shall pay to EGPC the sum of one million
(1,000,000} U.S. Dollars 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 per day or equivalent for a period of
thirty (30) consecutive producing days. Payment will be made
within fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum of two
million { 2,000,000) U.S. Dollars as a production bonus when the
total average daily production from the Area first reaches the
rate of twenty five thousand ( 25,000 ) Barrels ot oil per day or
equivalent for a period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter.

(e) CONTRACTOR shall also pay to EGPC the additional sum of five
million { 5,000,000) U.S. Dollars as a production bonus when the
total average daily production from the Area first reaches the rate of
one hundred thousand (100,000} Barrels of oil per day or equivalent
for a period of thirty (30) consecutive producing days. Payment will
be made within fifteen (15) days thereafter.



Yoot K e 03 (00 U VA sl - e JIsa 41 WA

1P FEEVIEY P13 B BT ) b e diagl) liagf J Uikl pdh ()
slaze¥l 5,28 Julall Jyis e TS e T8 LS Y bamatl LY I
b ) (Y] ) bk R Ll ey ol (0} s RJLJE

Il g o L st ad Jhiall 3 L] 5,08V G el e 5]

P oY Uiy Al e 5 s o gl Sl 13 L WL 3 ()
oo gLV old ¢ (6) () ROl 3 5,000 LyaluI K il
Salll ade (o, £ Y ekl b daiy o s Bal ¥ Kd gkt 2l
JoSs ¢ gl s 8 IS, LA st 3 i HtaE L jte 135 YT Lt
| 35 LAl ey g U e bl el

o o3 LSV Bapin o pmmcs waE ol 2Y Sland] LA BB (D)
S J gy sy () 1 () e ] 2 Salal) idy et
sbaad Uiy Longy it o LE il pm 2831500 Jonalpr gl e e el

: L3 ¥
B G g LT Jul =, VY TR VLN LR B
g s

Sl o gl anSa 8 T = gl s i Y -

o3 N I G F o ) il M LA ol I e ke ks =

Aol nSa



Ve Yool pule 8 3 (o) ml VA sl = dpa JUiug 4

(f} CONTRACUTOR shall alse pay to EGPC as a bonus the sum of
onc millien { 1,000,000) U.S. Dallars upon approvat to enter into

the five {5) year extension period pursuant to Article 1l paragraph

{d) (1) (b .

(g} All the above mentioned bonuses shall in no event be recovered by

CONTRACTOR.

{h} In the event that EGPC elects to develop any part of the Area
pursuant to the sole nisk provisions of Article HI {¢} {iv}, production
From such sole risk area shall be considered for the purposes of this
Article IX only if CONTRACTOR exercises its option to share in

such production, and only from the inftial date of shaning.

(1) Gas shall be taken into account for purposes of determining the total
average daily production from the Area under Antigle IX (¢-¢} by
converting daily Gas delivered into equivalent barrels of daily Crude
Qil production in accordance with the following formula

MSCF x H x 0.167 = equivalent barrels of Crude Ot
where
MSCF = one thousand Standard Cubic Feet of Gas.
H = the number of million British Thermal Units {(BTU' par
MSCT).
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ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shali maintain an office in A.R.E. at which notices shall
be validly served.
The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all
local written directions given to them by the Government or its
representatives under the terms of this Agreement. All lawful reguiations
Issucd or hereafter to be issued which are applicable hereunder and not
in conflict with this Agreement shall apply to the duties and activities of
the General Manager and Deputy General Manager.
All matters and notices shall be deemed to be validly served which are
dehvered to the office of the General Manager or which are sent to him
by registered mail to CONTRACTOR's office in the ARE.
To avoid any conflicts or misunderstandings , all correspondences,
directives, notices to CONTRACTOR regarding issues involving beth
EGPC and the Egyptian Natural Gas Holding Company and related to
this Agreement , should be directed to CONTRACTOR from EGPC only.
All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chatrman of EGPC or which are sent to
him by registered mail at EGPC's main office in Catro.
ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS
(a) Operating Company shall take all proper measures, according to

generally accepted methods in use in the o1l and gas industry to

prevent loss or waste of Petroleum above or under the ground in any

form duning drilling, producing, gathering, and distnbuting or

storage operations. The GOVERNMENT has the right to prevent

any operation on any well that it might reasonably expect woulu

result in loss or damage to the well or the Otl or Gas field.
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(b) Upon completion of the drlling of a productive well, Operating

Company shall inform the GOVERNMENT or its representative of
the time when the well will be tested and the production rate

ascertained.

(¢} Exceptin 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 bearing
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 quantitiecs of

Petroleurn and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the data are obtained. Daily or weekly statistics
regarding the production from the Area shall be available at all
reasonable times for examination by authorized representatives of

the GOVERNMENT,

{e) Dady dnlling records and the graphic logs of wells must show the

(f)

quantity and type of cement and the amount of any other materials
used 1n the well for the purpose of protecting Petroleum, gas bearing
or fresh water strata.

Any substantial change of mechanical conditions of the well after its

completion shall be subject 1o the approval of the representative of

the GOVERNMENT.



Vo0 o 0 5 () b VA suall = S J1

VY.

( e huldf Bald S )
FREVEN] ;ll'f.l.'l.s:ll

Ostass 7y e 3zl Sldaally LW S, JsUialty Stegld g (1)

W | O R S T Y RN U S Y [ S X |
U sy o palead | VAR L Y0 £ o3, 6,150 L0 gt 5 il
1 it ( OL1  lons Jong g ddie ] LU Y das,
Slially SNV ol praly i olhl Lyaloz¥l delpd)] sy g
o e e gy ) JUNy Ja Bluyy slylly oo gy 554N,
o debndl obled) LU LI e o J1s ]l
Uy o lSal) S g5 2l S 5 € i ol
Sy I el ol iy Soliinn y Doy 2SIV 35y Jidl et
otis b2 S el FIPESNUPEE.) INTIORPS I 9%,V I Wi (3
ISP PR AV S RO P TV M I EN TR SPEY PR IS
Sy« ka3l adgd Wby Coldaadl ducizad da3Y Ba,pmad e LaY) o1 e
RYVRIT Y (RSP PRN JEES (R W F (LR PLEp Py PY PPy WSS T PRV PR T

st ok el Lyl clish &

Floss 5542y olially VY e call 2l YT S o 230 02 ()

il &8 a0y Jylally i gt Jalie & ae 3205 o)l JEsYY, St
) b Lipa iy bzl o2 3 L o g slies cillaall,
gl sl oS gy Shias (393 LB LY b g g Dlidaall Uiy Tat]
SHaI LA s 35,0 GlasNT a3 G b ) olasl ] o gl 21,
ideizadly a Ul asdlounzy LML 59 o Helall YAAY L) Yot o5,



VWY Yo ple o G (Q) b VA sasdl - Ll J1E 2

v——w—r—wrlarrer —m—

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, and Operating Company shall be permitted

(b)

to import and shall be exempted from customs duties, any taxes,
levies or fees (including fees imposed by Ministerial Decision No.
254 of 1993 1ssued by the Minister of Finance, as now or
hereafter amended or substituted) of any nature and from the
importation rutes with respect to the importation of machinery,
equipment, apphances, maierials, items, means of transport and
transportation {the exemption from taxes and duties for cars shall
only apply to cars to be used i operations), electric appliances, air
conditioners for offices, field housing and facilities, electronic
apphances, computer hardware and software, as well as spare parts
required for any of the imported items, all subject to a duly approved
certificate i1ssued by the responsible representative nominated by
EGPC for such purpose, which states that the imported items are
required for conducting the operations pursuant o this Agreement .
Such certificate shall be final and binding and shall automatically
tesult in the importation and the exemption without any further

approval, delay or procedure.

Machinery, equipment, appliances and means of fransport and
transportation  imported by EGPC's, CONTRACTOR's and
Operating Company’s contractors and sub-contractors temporarily
engaged 1n any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release System" without payment of customs duties, any taxes,
levies or fees {including fees imposed by Ministerial Decision No.

254 of 1993 1ssued by the Mimster of Finance, as now or hereafter
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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 staies, that the
imported tems are required for conducting the operations pursuant
to this Agreement Items {excluding cars not {0 be used in
operations) set out in Article XI {a) imported by EGPCY,
CONTRACTOR’s and Operating Company's contractors  and
sub-contractors for the aforesaid operations, in order to be instalied
or used permanently or consurned shall meet the conditions for
exemption set forth in Article XI1I (a) after being duly certified by an
EGPC responsible representative to be used for conducting

operaiions pursuant to this Agreement,

The expatriate employees of CONTRACTOR, Operating Company
and their comractors and sub-contractors shall not he entitled (o any
exermptions from customs duties and other ancillary tuxes and
charges except within the limits of the provisions of the laws and
regulations applicable in the A.R.E . However, personal househoid
goods and furmitwre (ncluding one {1} car} for cach 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
tetter 10 the appropriate customs authorities by CONTRACTOR or
Operating  Company  approved by an  EGPC responsibie
representative that the imporied tems are imported for the sole use
of the expulrude employee and his family. and that such imported
Hems shail be re-exported outside the A.R.E. upon the repatriation of

the concerned expattiate employee.
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(d) Hems imported into the AR E. whether exempt or not exempt from

{c})

customs duties and other anciliary taxes and charges hereunder, may
be exported by the importing party at any time after obtamming
EGPC's  approval, which approval shall not be unreasonably
withtheld, without any export duties, taxes or charges or any waxes or
charges from which such itemns have been abready exempt, being
applicable. Such items may be sold within the AR.E. after obtaining
the approval of BGPC which approval shall not be unreasonably
withheld. In this eveni, the purchaser of such items shall pay all
applicable custoros duties and other ancillary taxes and charges
according 10 the condition and valug of such #tems and the tariff
applicable on the date of sale, unless such items have already
been sold to an Affiliated Company of CONTRACTOR, if any, or
EGPC, having the same exemption, or unless title to such items
{excluding cars not used in operations) has passed to EGPC.

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

CONTRACTOR shall be entitled to reimbursement of i3
unrecovered cost, if any, in such items and the excess, H any, shall
he paid to EGPC.

The exemption provided for in Article X1 (a} shall not apply w uny
unpoited items when items of the same or substantially the same
kand and guality  are  manufactured  focally mesting
CONTRACTOR's andfor Operating Company's specifications for
guality and safety and are available for imely purchase and delivery
in the A.R.E. at 4 price not higher than ten percent (10%) of the cost
of the imported item, before customs duties but after freight and
insurance costs , if any , have been added.
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(a)

(b}
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CONTRACTOR, EGPC and their respective buyers shall have the
right to freely export the Petroleum produced from the Ares
pursuant to this Agreement; no license shall be required. and such
petrolcum shall be exempted from any customs duties, any taxes,
lcvies or any other imposts in respect of the export of Petroleum
hereunder.

ARTICLE XIIT

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

EGPC, CONTRACTOR and Operating Company shall each
mantain at their business offices i the A R E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices gencrally used in the petroleum
mdusiry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved hergunder.
CONTRACTOR and Operating Company shall keep their books of
account and accounting records in United States Dollars.

Operating Company shall furnish to the GOVERNMENT or its
representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or i1s  represeniative and
shali be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representative within thirty (30) days after
the end of the month covered in the return.

The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times for
mspection by  duly  authorized  representatives  of  the
GOVERNMENT.
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(c) CONTRACTOR shall submit to EGPC a Profit and Loss Statement
of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit or
loss from the Petroleum operations under this Agreement for such

Tax Year.

CONTRACTOR shall at the same time submit a year-end Balance
Sheet for the sume Tax Year to EGPC. The Balance Sheet and
financial statements shall be certified by an Egyptian certified
accounting firm.
ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare and, at ali
times while this Agreement 1s 1n ferce, maintain  accurate and
current records of its operations in the Arca. CONTRACTOR and/or
Operating Company shall furnish the GOVERNMENT or its
representative, 1n conformmty with applicable regulations or as the
GOVERNMENT or its representative may reasonably require
information and data concerning its operations under -this
Agrecment. Operating Company will perform the functions mdicated

in this Article X1V in accordance with its role as specified in Article
VI.

(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 dnilling 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 purposces
shall be considered available for mspection at any reasonable time
by the GOVERNMENT or 1ts representatives.
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(c) Unless otherwise agreed to by EGPC, in case of exporting any rtock
samples outside A.R.E., samples equivalent in size and quality shall,
before such exportation, be delivered to EGPC as representative of
the GOVERNMENT.

(d) Originals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other data
which must be processed or analyzed outside the A.R.E. may be
exported if a monitor or a comparable record, if available, 13
maintained in the A.R.E. and provided that such exports shall be
repatriated to A.R.E. promptly following such processing or analysis
on the understanding that they belong to EGPC.

(¢} During the period CONTRACTOR is conducting the Exploration
operations, EGPC's duly authorized representatives or employces
shall have the right to full and complete access to the Arca at all
reasonable times with the right to observe the operations being
conducted and to inspect all assets, records and data kept by
CONTRACTOR. EGPC's representative, in exercising iis rights
under the preceding sentence of this paragraph (¢), shall not intcrfere
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
information in CONTRACTOR's possession.

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 ary other party uninterpreted basic geophysical and geological
data (such data to be not less than one (1) year old uniess
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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 is at least one (1) year old.
ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely 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.

However, any damage resulting from issuing any order, regulation or
direction of the GOVERNMENT of the Arab Republic of Egypt whether
in the form of a law or otherwise, EGPC and/or CONTRACTOR shall be
cxempted from the responsibility of non performance or delay of any
obligation hereunder, in consequence of issuing these orders, regulations
or directions in the limitation of imposing these orders, regulations or
directions. CONTRACTOR shall be granted the necessary period to
restore the damage done of the non performance or delay by adding a
pericd to the period of the Agreement, with respect to the block or blocks
affected by these orders , regulations or directions.
ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the Operations
conducted thereon. Such representatives may examine the books,
registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
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be entitied t0 make reasonable use of the machinery and instruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or
inchirectly 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 faciltties
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 purposc of facilitating the
objectives of this Article. Without prejudice to Article XIV (e} any
and  all information obtained by the GOVERNMENT or its
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 PERSONNEL

(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, shall be granted a residence as
provided for in Law No. 89 of 1960 as amended and
Mimsterial Order No. 280 of 1981 as  amended, and
CONTRACTOR agrees that all immigration, passport, visa
and employment regulations of the A.R.E., shall be applicable
to all alien employees of CONTRACTOR working in the AR.E.

(2) A minimum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatnate administrative,
professional and techmical personnel employed by
CONTRACTOR or Operating Company shail be paid monthly
in Egyptian Currency.
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(I)

{¢)

{d)

(a)

CONTRACTOR and Operating Company shall each select its

employees and determine the number thereof, to be used for
operations hereunder.

CONTRACTOR, shall after consultation with EGPC, prepare and
caity oul specialized tfﬁining programs for ali its AR.E. employees
engaged in operations hereunder with respect to  applicable aspects
of the pefroleum industry. CONTRACTOR and Operating Company
undertake to replace gradually their non-executive expatriate staff by
quatified nationals as they are available.

During any ol the Exploration phases, CONTRACTOR shalt give
mutually agreed numbers of EGPC employees an opportunity to
attend and participate 1n CONTRACTOR's and CONTRACTOR's
Affiliated Companies tramjng programs relating to Exploration and
Development operations. In the event that the total cost of such
programs s less than fitty thousand {30,000 United States Dollars in
any Financial Year duning such pertod, 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.5.350,000) allocated for training, be paid
directly to EGPC for such purpose,
ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject to Law
No. 66 of 1933 (excluding Article 37 thereof) as amended by Law
No. 86 of 1936 and the regulations 1ssued 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.RE. provided that no regulatons, or modification or
mnterpretation thereof, shall be contrary to or inconsistent with the
provisions of this Agreement.
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(b) CONTRACTOR and Operating Company shall be subject to the

provisions of the Law No. 4 of 1994 concerning the environment and
{ts executive reguiation as may be amended , as well as any laws or
regulations may be issued , concerning the protection of the
environment |

{c) Except as provided i Aricle Il {g) for Income Taxes, EGPC,

(d)

(e)

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 ansporung of Petroteum and LPG as well as any and
all withholding taxes that might otherwise be imposed on dividends,
derest, techimcal service fees, patent and trademark rovalties, and
simnitar itemns, CONTRACTOR shall also be exempted from any tax
on the higuidation of CONTRACTOR, or distributions of any income
to the sharcholders of CONTRACTOR. and from any tax on capital.

The rights and obligations of EGPC and CONTRACTOR under, and
for the cffective term of this Agreement shalt be governed by and in
accordance with the provisions of tus Agreement and can only be
altered or amended by the writlen mutual agreement of the said
contracting parties i the same procedures by which the original
Agreement has been issued,

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as sl regulations which are
duly issued by the GOVERNMENT apply from time to time and are
not i accord with the provisions of this Agreement, such regulations
shail not apply o CONTRACTOR, Operating Company and their
respective contractors and sub-contractors, as the case may be.
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(fh EGPC, CONTRACTOR, Operating Company and their respective
contractors and sub-contractors shall for the purposes of this
Agreement be exempted from all professional stamp duties, imposts
and levies imposed by syndical laws with respect to their documents
and activities hcreunder.

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

ARTICLE XIX
STABILIZATION

In case of changes n existing legislation or regulations applicable to the

conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic interest of this Agreement 1o the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit t© the ARE. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
or regulatory measure and also the consequent effects upon issuing
legislation or regulation which impact on the stabilizaiion. In such case,
the Parties shall negotiate possible modifications to this Agreement
designed to restore the economic balance thereof which existed on the
Etfective Date.

The Partics 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 in any event dimumsh or
increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

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

(c)

(d)
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ARTICLE XX
RIGHT OF REQUISITION

In case of national emergency due to war or imminent expectation
of war or internal causes, the GOVERNMENT may requisition all
or part of the production from the Area obtained hereunder and
require Operating Company to increase such production to the
utmost  possible  maximum. The GOVERNMENT may also
requisition the Oil and/or Gas field itself and, if necessary, related

facilities.

In any such case, such requisition shall not be effected except after
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 Mimsterial 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.

In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and CONTRACTOR

for the period during which the requisition 1s 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.

However, any damage resulting from enemy attack 15 not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Doliars remittable abroad. The price paid to
CONTRACTOR for Peuroleum taken shall be calculated 1n
accordance with Article V1 (¢).



(g9 pend (g Gealadl B! )
Jias

o8 Tl 15,550 e Y iz of ST Kl e N e (1)
in o gt 35 ikl arlal Ul laty of 13laselsl a8 i 2y 51 JS
IRV SRPRIRL. 55+ JRENTRNC IDRE S I 1 YRY P I F oy {
Lo Jilaall 38 dadd te dpadt 3 aagll &ods¥ s JEp Wl pras
o5 ol oy o dilh) oW1 oy iy 3 pib ks )3 3 Atgd| Sy Lo B3
PRV WA RPS E PR ¢UPY WY | PUATE g4 | TR PW R WP TN B 2]
. Al g U] Kglh Snask e Ly (£0 sl
vy el Ui oy bl ya e Jpeandd odb 1 B R s ()
Pk | BITYRAL PRI
2l aie oo 228U S5kl Ll < Ul 45 315 5,50 o e 1))
bl 1 s U B el o] e
o A amy e 5 s o S5l iy Joids ol iy (¥
by Al Y1 0 Yoke (golar all Solagoasdl TUSS 25aly adf 3Lt
piiss 1 a5 g il gl i gy RS ke Joal 43 o8
Lielpl Jod baslazely Lguamd) Kot J1 ods bl 40ty g g i
i

iy ] Db s Jal o5l Ty olsl sy a3 1 ()
el ALl Je Gl bl e o puindly Ll ol eis o gund
TR B PRI YIS I\ PO O PP T Y Lol JUI ol o)
fng oy el gy ol e il 3 ] nd s ST e
RPREPRC PRCTVRP BRSPS LN JON | I - EVEY JRRRIOR EIDLE Y i

S8 s Ul 3 oncelinie Onabis Las ad] dslaatly Jilantt 5,80 o oy (9
Ll Jaizso Jibatl o] Wb 3LYT ds oyt J5lEl] ilabially olal)
. kLN 2agd Wiy A



Ve V..ol pled S0} ml VA Dt - G il B0, A

AN g wmtfbd b

(a)

Y AT
-

ARTICLE XXI
ASSIGNMENT

Neither EGPC nor CONTRACTOR may assign ta a person, firrm or
corporation, in whole or in part, any of its rights, priviieges, dutics or
ohiigations under this Agreement either dirgctly or indirectly without
the writien consent of the Government . In all cases priority shall be
aiven to BEGPC if it so desire to obtain the interest intended to be
assigned at the same terms and conditions offered by x bona fide
third party {except assignment 0 Atfihated Compames) within
forty-five {45) days of reccipt of notification of said offer.

(I} To cnable consideration 10 be given 1o any request for such consent,

()

{d}

the following conditions must be fuifilled:

(I} The obligations of the assignor deriving from this Agreement
must have been duly fuifilled as of the date such request 13
made.

{2} The instrument of assignment must include provisions siating
precisely that the assignee is bound by all  covenants contained
in this Agreement and any modifications or additions
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 assigniment, sale, transfer or other such conveyance made
pursuant to the provisions of this Amicle XXI shall be free of any
transfer, capital gains taxes or related tlaxes, charges or flees
including without limitation, all Income Tax, Sales Tux, Value
Added Tax, Stamp Duty, or other Taxes oi sumlar payments.

As fong as the assignor shall hold any mterest under this Agreement,
the assignor together with the assignee shall be jomntly and severally
liable for all duties and obligations of CONTRACTOR under this
Agreement,
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ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the nght to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR, in

the following instances:

(1}

(2)

(3)

(4)

(5)

(6)

If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material constderation for

the execution of this Agreement,

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

If it is adjudicated bankrupt by a court of competent
jurisdiction;
If it does not comply with any final decision reached as the

result of court procecdings conducted under Article XXIV(a);

If it intentionally extracts any mineral other than Petroleum not
authorized by this Agreement or without the authority of the
GOVERNMENT, except such extractions as may be
unavoidable as the result of the operations conducted hereunder
in accordance with accepted petroleum indusiry pracuce and

which shall be notified to the GOVERNMENT or its

representative 48 soon as possible; and

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this

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

CONTRACTOR, shall have the right to remove from the Area all
HS personal property.

(b} If thc¢ GOVERNMENT deems that one of the aforesaid causes {other
than 4 force majeure cause referred to in Article XXIII) exists to
cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90} days written notice personaily served on
CONTRACTOR's General Manager in the legally official manner
and receipt of which is acknowledged by him or by his legal agents,

to remedy and remove such cause; but if for any reason such service
1s 1mpossible due to unnotified change of address, publication in the
Official  Journal ot the GOVERNMENT of such notice shall be
considered as valid service upon CONTRACTOR . If at the end of the
saad ninety (90) day notice period such cause has not been remedied
and removed, this Agreement may be canceled forthwith by Order or
Presidential Decree as aforesaid; provided however, that if such
cause, or the fallure to remedy or remove such cause, results from
any act or omission of cne party, cancellation of this Agreement shall

be eftective only against that party and not as against any other party

hereto.
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ARTICLE XXIII
FORCE MAJEURE

(a) 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 period of
any such non-performance or delay. together with such penod 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
oblication dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks atfected.

(b) "Force Majeure” within the meaning of this Article XXIII, shall be
any act of God, insurrection, riot, war, strike, and other labor
disturbunce, fires, floods or any cause not due to the fault or
negligence of EGPC and CONTRACTOR or either of them,
whether or not similar to the foregoing, provided that any such cause
is beyond the reasonable control of EGPC and CONTRACTOR, or
either of them.

(c) Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to EGPC and CONTRACTOR, or either of them for any
damages, restrictions or 1oss arising in consequence of such case of
force majeure hereinafter referred to mn this Article.

(d) If the force majeure event occurs during the initial Exptoration penod
or any extension thercof and continues in effect for a period of six
(6} months CONTRACTOR shail have the option upon ninety (90)
days prior written notice to EGPC to terminate its obligations
hereunder without further hability of any kind.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim arising 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 appropnate courts of A.R.E. to settle any dispute
arising on the interpretation or the execution of any term of this

Agreement.

Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof between
EGPC and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional
Center for International Commercial Arbitration (the Center) in
effect on the date of this Agreement , the approval of the Minister of
Petroleum to be provided in case EGPC decides to tum to
arbitration. The award of the arbitrators shall be final and binding on

the parties.
The number of arbitrators shall be three (3).

Euach party shaill appoint one arbitrator. If, within thirty (30) days
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 arbitrator he appoints, the claimant may request the

Center to appoint the second arbitrator.
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(e)

(f)

(g)

)

The two arbitrators thus appointed shall choose the third arbitrator
who wiil act as the presiding arbitrator of the tribunal. If within thirty
(30) days after the appointment of the second arbitrator, the two
arbitrators have not agreed upon the choice of the presiding
arpitrator, then either party may request the Secretary Generat of the
Permancent Court of Arbitration at the Hague to designate the
appomting authority. Such appoinling authority shall appoint the
presiding arbitrator 1n the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Asbitration Rules.
Such presiding arbifrator shall be a person of & nationality other than
the A R.E. or United States of America and of a country which has
diplomanc relations with both A.R.E. and United States of America
and who shall have no economic interest in the Petroleum business

of the signatones hereto,

Unless otherwise agreed by the partics to the arbitration, the
arbitration, yncluding the making of the award, shall take place in
Cairo, A.R.E.

The decision of the arhitrators shall be final and binding upon the
Parties .including the arbitration fees and all the related issues and
the execunion of the arbitrators deciston shall be referred 10 the

approprigte courts accordmg to the Egypiian laws,

Egypuan Law shall apply to the dispute oxcept 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

Enghish languages,
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(1) EGPC and CONTRACTOR agree that if, for whatever reason,

arbitratton in accordance with the above procedure cannot take
place, or 1s likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to
fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, termination or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Ruiles in effect on the Effective Date.
ARTICLE XXV
STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities in respect of EGPC and

(b)

CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed as constituting an association or corporation or

partnership.
CONTRACTOR shall be subject to the laws of the place where it is

incorporated regarding its legal status or creatton, organization,
charter and by-laws, shareholding, 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 offered for

public subscription nor shall be subject to the stamp tax on capital
shares nor any tax or duty tn the A.RE. CONTRACTOR shall be
exempted from the application of Law No. 159 of 1981 as amended.

(¢) In case CONTRACTOR consists of more than one member, all

CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this

Agreement.
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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 Aiffihated Companies as long as their performance 18
comparable with infermnattonal performance and the prices of their
services are not higher than the prices of other confractors and
sub-contractors by more than fen percent {10%).

{b) Give preference to locully manufactured material, equipment,
machinery and consumables so long as their guality and time of
delivery are comparable to internationaily available material,
cquipment, machinery and consurmables. However, such material,
equipment, machinery and consumables may be imported for
operations conducted hereunder if the local price of such items at
CONTRACTOR's or Operating Compary's operating base in AR.E.
is more than ten  percent (10%) higher than the price of such
imported items before customs duties, but after transportation and
nsurance costs have been added.

ARTICLE XXVH
ARABIC TEXT

The Arabic version of this Agreement shall, before the appropriste
courts of ARE. , be referred to in consfruing or mierpreting this
Agreement; provided however , that in any arbitrattion pursuant o
Ariicle XX1IV herein  above between EGPC and CONTRACTOR the
English and Arabic versions shall both be referred to as having equal
force in construmg or interpreting the Agreement,
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ARTICLE XXVIII
GENERAL

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

with respect to the interpretation of said Articles,
ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law is issued by the comipetent authorities of the
A.R.E. authorizing the Minister of Petroleum to sign this Agreement
and giving this Agreement full force and effect of law notwithstanding

any countervaiiing Governmmental enaciment | and the Agreement is
signed by the GOVERNMENT, EGPC, and CONTRACTOR.

APACHE KHALDA CORPORATION LDC

Y o+
B . - s . — v v VU N . PR A T W A S S S W v g Al PR ) T . N e e dd~ ey WV 2L N
a

EGYPTIAN GENERAL PETROLEUM CORPORATION

B Y ettt e e e e e
ARAB REPUBLIC OF EGYPT
BY: oo mmmmas N

&
1
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN
WEST KALABSHA AREA
WESTERN DESERT
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex “"B" is a provisional illustrative map at an approximate scale of

1: 2 200 000 showing the Area covered and affected by this Agreement.

- The Area measures approximately two thousand seven hundred and
thirteen square kilometers and eight hundred square meters (2713.8km2)
of surface Area. It i1s composed of all or part of Exploration Blocks, the
whole Blocks are defined on three (3) minutes latitude by three (3)

minutes longitude grid.

- It is to be noted that the delineation lines of the Area in Annex "B" are
intended to be only illustrative and provisional and may not show
accuraiely their true position in relation to existing monuments and

geographical features.
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Coordinaies of the comer points of the Area are given in the following
table which forms an integral part of Annex "A":-

BOUNDARY COORDINATES
OF
WEST KALABSHA AREA
IN
WESTERN DESERT
P?qINT LATITUDE LONGITUDE
0.
i 30° 54' 00.00" 26° 06' 00.00"
2 30° 48" 00.00" 26° 06' 00.00"
3 30° 48' 00.00" 26° 03" 00.00"
4 30° 45' 00.00" 26° 03' 00.00"
5 30° 45" 00.00" 26°
6 30° 18" 00.00" 26° 00.00"
7 30° 18' 00.00" 25° 36" 00.00"

8 30" 54' 00.00" 25° 36
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ANNEX {B)
CONUTSBION ALREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BEYWEEN

THE ARAD REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

y ﬁNE’ ! bes 3
APACHE KHALDA CORPORATION LDC Jipm a0 z::m,.i.re.sé $ 303 e
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ANNEX “C”
THE GUARANTY

EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen,

Reference 18 made to the Concession Agreement for Petroleum
Exploration and Explomtation i West Kalabsha Area . Westem Desert
issued by virtue of law No.--- of 2004 by and between the Arab
Republic of Egypt {ARE)The Egyptian GQGeneral Petroleum
{orporation (EQGPC) and APACHE KHALDA CORPORATION LDC
{APACHLDE)} {APACHE hereinafter referred to as CONTRACTOR .

APACHE KHALDA CORPORATION LDC {which is the partner with
BGPC in the Concession Agreement issued by virtue of law No. 9 of
1981 as amended in Khalda Area ), as Guarantor and on  behaif of
CONTRAUTOR hereby undertakes that, if CONTRACTOR spends
during the penod of three (3) years of the initial Expioration period
less than the minimum amount specified for such period of four
miflion (4,000,000) U5, Dollars under this Agreement (the difference
being hereunder described as “Shortfall™), EGPC shall notify APACHE
KHALDA CORPORATION LIDC as CONTRACTOR and as Guarantor
it writing by the amount of the Shortfall. Within fifteen (15) days of
receipt of said notice , APACHE KHALDA CORPORATION LDC ,
onbehalf of CONTRACTOR shall pay and/ or transfer to EGPC a
gquantity of Petroleum sufficient in value to cover the Shortfali.

In case said Petroleurn shall be transferred it will be deducted from the
share of APACHE KHALDA CORPORATION LD of Petroleum
production from the Development leases, pursuant to the terms of the
concession agreement for Petroleum Exploration and Exploitation issued
by virtue of law No. 8 of 1981 a5 amended and said Petroleum shail be
valued at the time of the transfeming to EGPC in accordance with the
provisions of Article VI {¢} of the concession agreement issued by virtue
of law No. 9 of 1981 as amended in Khalda Area.
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APACHE KHALDA CORPORATION LDC may at any time between
the date hereof and the date on which this Guaranty shall expire, subrmit

a bank Guaranty of four mullion (4,000,000) U.S. Dollars or the Shortfall
in a form satisfactory to EGPC , in which event the provisions of this

Guaranty shall automatically lapse and be of no.effect .

This Guaranty shall expire and become null and void on the date six (6)
months after the end of the initial Exploration period of the Concession
Agreement in West Kalabsha Area , Western Desert or on the date
EGPC confirms that CONTRACTOR fulfills its obligations hereunder.

Y ours Faithfully,
APACHE KHALDA CORPORATION LDC

ek Ll e o b, L e et o K L L & 4 | 1L N §E LI § 1 § §F E 8 ¥ § & B § K § J§ |
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ANNEX "D"
CHARTER OF OPERATING COMPANY
ARTICLE I

A joInt stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authonzation of the
GOVERNMENT in accordance with the provisions of this Agreement
referred o below and of this Charter.

The Company shall be subject 1o all laws and regulations in force in the
A.R.E. to the extent that such laws and regulations are not inconsistent
with the provisions of this Charter and the Agreement referred to below.

ARTICLEII

The name of the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum.

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

The object of Operating Company 15 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
West Kalabsha Area , Western Desert described therein.
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Operating Company shall be the agency to carry out and conduct
Explaration operations after the date of Commercial Discovery pursuant
to Work Progrums and Budgets approved in accordance with  the

Agreement,

Operating Company  shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and

Annex "R thereto.

Operating Company shall not engage in any business or undertake any
achivity bevond the performance of said operations unless  otherwise
agreed upon by EGPC und CONTRACTOR.

ARTVICLEY

The authorized capital of Operating Company is 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 paid and non-assessable.

EGPC and CONTRACTOR shalt each pay tor, hold and own, throughout
the hife of Operating Company, one haif (1/2) of the capital stock of
Operating Company provided that only in the evemt that either party
should transfer or assign the whole or any percentage of its ownership
mterest in the entirety of the Agreement, may such transferring or
asstgning party transfer or assign any of the capital stock of Operating
Company and, in that event, such transferring or assigning party {and its
successors  and  assignees} must transfer and assign a stock interest
in Operating Company equal to the transferred or assigned whole oy

percentage of its ownership interest in the entircty of the said Agreemnent.
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ARTICLE VI

Operating Company shall not own any right, atle, interest or estate in or
under the Agreement or any Development Lease created thercunder or in
any of the Petroleurn produced from any  Exploration Block or
Development Lease thereunder or in any of the assets, equipment or
other property obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance of any of the
duties or obligations of either EGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any

source whatsoever.
ARTICLE VII

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever 1t 1s mdicated herein that Operating
Company shall decide, take action or make a propesal and the like, it 13
understood that such decision or judgment is the result of the decision or

judgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR, as

may be required by the Agreement.
ARTICLE VIII

Operating Company shall have a Board of Directors consisting of eight
(8} members, four {4) of whom shall be designated by EGPC and the
other four (4) by CONTRACTOR. The Chairman shall be designated by
EGPC and shall also be a Muanaging Director. CONTRACTOR shall

designate the General Manager who shall also be a Managing Birector.



Yo0 i e 0 5 (0) mb VA sl = B Jl3a 41 AVA

( dmaaid! Dald ! )
53 sl bt e Liael Lod2l W zase 151 donmes 5,008 judoe calelazal 5,55
ﬁijfatﬂi (0) fuaad ade 331y 131 Y Tonwress 5,50Y Olelozal ol J Sy
by e LIl Syl e Jto ol e Y G &1 e < LY Sl
chs jole LS5 e
ﬁ;.&l.ﬂlﬁal.“)
kil s S 13 Shins YT prniass e 3| i ot yotd | | Lozl 5SS,
ol o plaza¥l a3 o oil,3 shy - oldaall 2@ &80 Jlanl ) og
PRI S0 3 IR EY ) IR S PR PO {8 PRI B [N (PCH IV, R ITPRRS
CJUE Ll

( poae Suatad] Bakg))

1 JURRTTCI IPWE A PNL ( PP W RSPy (R ERNVCTS
timts o35 2l Ollaslly RS IS 2] ppcdincinnd il Oldaally LaLa1 38,20
LA gy Jutall
Ll s, al) el Ul il o cenlidl a3 5,0Y1 pudona o0 i
ot ipspon)l Lpmadlploza! 3 ade Ji1l ny ol s (5 sy + Sldaall,

L G s e 5l 3ol ST sy g



WA Yo G ple e {0) Al YA soall = S04

"

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 affimative vote of five (8) or more of the Directors; provided,
however, thit any Director may be represented snd vote by proxy held by
another Director,

ARTICLE X

General meetings of the Shasrcholders shall be valid f a mugority of the
cupital stock of Operating Company is re;ﬁcsenled thereat, Any decision
taken at such mectings must have the affirmative vote of Sharcholders
OWRING of Fepresenting a majonty of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personnel of Operating Company
empioyed directly by Operating Company and not assigned thercto by

CONTRAUTOR and EGPC.

The Bowd 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 Sharcholders, in accordance with the

provisions of Article X hereof.
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ARTICLE XI1I

Operating Company shall come into existence within thirty (30) days
after the date ot Commercial Oil 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 period equal to the

duration of the said Agreement, including any renewal thercof.

The Operating Company shall be wound up if the Agreement referred to

above 18 terminated for any reason as provided for therein.

APACHE KHALDA CORPORATION LDC

EGYPTIAN GENERAL PETROLEUM CORPORATION
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ANNEX "E”
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

{a) Definitions:

The definitions contained in Article T of the Agreement shall apply to
this Accounting Procedure and have the same meanines.

{b} Statements of activity:

(I} CONTRACTOR shalf, pursuant to Ariicle TV of  this

(2

Agreement, and until the coming info existence of the
Operating Company - 1 accordance with Article VI of the
Agreemeat - render to EGPC within thirty (30) days of the end
of each calendur guarter a Statement of Exploration  Activity
rellecting all charges and credits related to the Exploration
Operations  for that quarter summarized by  appropriate

classifications indicative of the nature thereof,

Following its coming into existence, Operating Company shall
render to EGPC and CONTRACTOR within fifteen (15) days
of the end of cach calendar quarter a Statement  of
Deveiopment and Exploration Activity reflecting all charges
and credits related fo the Development and Exploration
operatsons  for that quarter summarized by  appropriate
classifications indicative of the nature thereof, except that items
of controllable material and  unusual charges and credits shall
be detatied.
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{c)

Adjustments and Audits:

(1)

(2)

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

inspection by EGPC during all working hours.

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

All Statements of Development and Exploration Activity for
any calendar quarter pursuant to Article I {b) (2) of this Annex,
shall conclusively be presumed to be true and correct three (3)
months following the receipt of such Statement, unless within

the said three (3) months period EGPC or CONTRACTOR

takes written exception thereto. Pending expiration of said three
(3) months EGPC or CONTRACTOR or both of them shall
have the right to audit Operating Company accounts, records
and supporting documents for such quarter in the same manner

as provided in Article 1V (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
A.RE. in US. Dollars. All U.S. Dollars expenditures shall be
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charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to US, Dollars at the  applicable rate  of
exchange issued by the Central Bank of Egypt on the first day of
the month 1 which expenditures are recorded, and all other
non-U.S. Dollars expenditures shall be translated to U.S. Dollars at
the buymg rate of exchange for such currency as quoted by
National Westminster Bantk Limited, London at 1030 am. GM.T.,
on the first day of the month in which expenditures are recorded. A
rccord shall be kept of the exchange rates used in translating
Egvptian Pounds or other non-1.S Dollars expenditures to U5,

Doilars.

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.

()} Revision of Accounting Procedure:

(E)

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

int the light ot future arrangements.

No Charge for Interest on Investment:

Interest on invesimen! or any bank fees, charges or commissions
related to any bank guarantees shali not at any time bhe charged as

recoverable costs under the Agreement,
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ARTICLE I1
COSTS, EXPENSES AND EXPENDITURES

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

(a) Surface Rights:

All direct cost  attributable to the acquisition, renewal or
relingquishment of surface rights acquired and maintained in torce for
the Arca.

{b) Labor and Related Costs:

{1) Salares and Wages of CONTRACTOR's or Operating
Company’s ecmployees, as the case may be, chrectly engaged in
the various activities under the Agreement including salaries
and wages paid to geologists and other employecs who are
temporarily assigned to and employed in such activities. Such
saluries and wages to be certified by a certified public

accounting firm.

Reasonable revisions of such salaries and wages shall be
cffccted to take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salarnics. For the
pwrpose of Article II (b) and Arucle 11 (¢) of this Annex

salaries wund wages shull meun the uassessablec amounis for
A.R.E. Income Taxes, including the sataries dunng vacaions
and sick leaves. but excluding all the amounts of the other

iems covered by the pereentage fixed under (2) below.
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(2) For expatriate employees permanently assigned to Egypt:

1.

All allowances applicable tc sailaries and wages,

2. Cost of established plans; and

3. All travel and relocation costs of such expatriate

employees and their families to and from the employee's
country or point of onigin at the time of employment, at
the time of separation, or as a result of transfer from one
location to another and for vacation (transportation costs
tor employees and their families transferring from the
A.R.E. to another location other than their country of
origin shall not be charged to A.R.E. Operations).

Costs under this Article IL{ b ) ( 2 ) shall be deemed
to be equal to seventy percent ( 70 %) of basic salaries
and wages paid for such expatriate personnel inciuding
those paid during vacations and sick leaves as established
iIn CONTRACTOR's international policies, chargeable

under Article II (b) (1), Article II (i), Article II (k) (1)
and Article 11 (k)(3) of this Annex.

However, salaries and wages during vacations, sick

leaves and disability are covered by the foregoing
percentage. The percentage outlined above shall be
deemed to reflect CONTRACTOR's actual costs as of
the Etfective Date with regard to the following benefits,
allowances and costs :-

1. Housing and Utlities Allowance.
2. Commodities and Services Allowance.

3. Special Rental Allowance .
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4.  Vacation Transportation Altowance.

5. Vacation Travel Expensce Alowance.

0. Vacation Excess Baggage Allowance.

7. LEducation Allowances (Children of Expatnate Employees).

8. Hypothetcal U.S. Tax Offset {(which resulis in @ reduction

of the chargeable percentage).

U, Storage of Personal Eflects.
10. Houstng Refurbishment Expense.
11.  Property Management Service Fees.
12.  Recreation Allowance.
13. Retirement Plan.,
4.  Group Lite Insurance.
13, 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. FI1C.A.

22, Workman's Compensation.
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23. Federal and State Unemployment Insurance.
24. Personnel Transfer Expense.
23, National Itsurance.

26. Any other Costs, Allowances and Benefits of a like nature
as establisbed tn CONTRACTOR's International Policies.

The percentages outlined above shall be ggviewed at intervals
of three (3) years from the Effective Date and at such time

CONTRACTOR znd EGPC will agree on new percentages to
be used under this paragraph.

Revisions of the percentages will take into consideration vari-
ances in costs and changes in CONTRACTOR's international
policies which change or exclude any of the above allowances
and benefits.

The revised percentages will reflect as nearly as possi-
ble CONTRACTQR's actual costs of all its established
allowances and benefits and of personnel transfers.

(3} Yor expatnate employees temporarily assigned 1o Egypt ali
allowances, costs of established plans und all  travel relocation
costs for such expatriastes as puid in accordance  with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what is
menttoned 1in Article (k) (2) of this Annex.

{4} Costs of expenditure or contributions made pursuant fo faw or
assessment imposed by Governmental authorty wihnch are
applicable to labor cost of salaries and wages as provided under
Article 11 (b) (1), Arcticle II (b) (2}, Asnicle II (i), Arucle 11 (k)
(1} and Article [t (k) (3} of this Annex,
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() Benefits, ailowances and related costs of national employees :

{d}

Bonuses, vvorlime, customary atlowances and benefits o g basis
simidar to that prevailing for o compamnigs operating in the AR E,,
all as chuargeable under Article 1 (b)Y (1), Article 1T (3}, Aroele 1T (k)
(1} and Article 1 (k) (3) of s Anncx. Scverance pay will be
charged at a fixed rate apphed o payrolls which will equal an
amount equivalent to the maximum  hability for severance paynuent
as requtired under the A R.E. Labor Law,

Material

Material. cquipment and supplies purchased or furnished as such by
CONTRACTOR or OQperating Company,

{1} Purchascs:

Material. equipmen and supnhes purchased shall be at the price
pard by  CONTRACTOR or Operating Company plus any
related cost and alter deduciion of all discounts actually
received.
{2y Material Furnished by CONTRACTOR:
Matenial requued for operations shall be purchased dirgetly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR's or CONTRACTOR's
Affilimed Compuanies stocks outside the A.R.E. under the
following conditions.
1. New Material (Condition "A™)
New  Matenial  transferred  from CONTRACTOR’s oy
CONTRACTOR's Affiliated Compames warchouse or other
properties shatl be priced at cost, provided that the cost of
matertal supplied is not higher than  mtemational prices for
aterial of similar quality supplicd on sinular wrms,
prevatiing af the ime such matenal was supphied.



¥oo0 i yle 8 i (0] w0 VA sanll — Lpaw JI3as 21 VRA

(g% " Ul ) dhaazadl shl! -
il 3 JanzuY! leY ddlos dudos il 4 P CRPE IRE i)
widl LYY WY DT TR P 5 (o) Dl G I 3k RN ;JL&}'
R el R VALY
RV PSR PAVELSPRWAPUE UL FETTIAN S BPC AR O9)
righ g 1ale! oS h il K5 L oV o 0
J..n....uw{ 7 0.) ;5ulu_JMNJ C AJL#-MCJA.I
N VEPARVRE 2
= il a2y ] T Wl o 3] oSGV AN S ()
Jok « LAY LIS reniazll Colindl oo all3 udy lidly oo lgeall { 33
REVEIE T L PR SRR JO0 71 L IS O 8 (g PR PP L
sl o sa b ol sles - 7
indd s pleiall e alnyl e ds W oy 3 sl TG0 e
2R Ll Y Lo g 303 Al i - 2l adgd iyl gl
H:)KJ}] Lﬂ"l-u[t u__,.-uﬁ JJEAI! M ;;f i} Yf jb.ﬂ‘.{
: k! o Balaly S WAwIST (b )
i) 38 a1yt Ll ddaasT 5,08 Tl ol gty al8hy Soliall Ji5 ()
7L I RS | ¥
bl il Wudaas (2 55k ] (b Romdeabl Jbaed Sl jiandl Solip s ()
il ol iy Lplad 3l b Iy ila W1 i pald Aenaidlysl Jlial)
Ul L8201 sl Jas 3,00 J5Lill g Lpanditgy Lebamas 3l
- ol dandly
padais 2588 G 0085 naib iyl pd Balely LB LIS (Y)
- By ALl glaslf



VO Y0 T gl 8 (o) b VA sl = B g B

2. Used Materigl (Conditions "B" and "C")

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

b} Material which cannot be classified as Condition "B" but
which s serviceable for original function but substantially
not suitable for reconditioning, shall be classed as
Condition "C" and pniced at fifty percent (50%) of the
price of new matenial.

¢} Material which cannot be classified as Condition "B” or
Condition "C” shall be priced at 2 value commensurate
with its use.

d} Tanks, buildings and other equipment involving erection
costs shall be charged at applicable percentage of knocked
~ down new price.

{3} Warranty of Materials Furnished by CONTRACTOR
CONTRACTOR does not warrant the material fumished bevond
or back of the dealer's or manufacturer’s guaranty; and in case
of defective matenal, credit shall not be recorded untid
adjustment has been received by CONTRACTOR  from
manufacturers or their agents.

{e; Transportation and Employee Relocation Costs:

(1} Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR's or Operating Company's
activities.

(2) Business travel and transportation e¢xpenses (o the extent
covered by established policies of CONTRACTOR or with
regard to expatriate and national employees, as incurred and
paid by, or for, employees in the conduct of CONTRACTOR's
or Operating Company's business.

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



¥ ki gl 8 3 (0] b VA sl - Teaw Jli AT Y.

s webdadd! (9)

AT sty claadly o lae ol B asladl GISE: L, UL oleadd (V)
eidl Lpatd

A Lot 2a U, Ut il L calB ol oleudd LS (%)
kS e dtl Lagalt J Gk, Ll iy o op @uﬁ Jonts ot g |
T WVRRCL| IRUUU-- I UV DEUC PN | P UKL PRI P03 | ST UE A DS PV
PO S PRVIG £ DOUP- TP WP (N PRER, | W WY P S L EH
g L S 2011 gy l5] Jy Lk Zapgdl paTs - Aghe Bt g3l
N7 ¥ S PRI SIS D DURETT 0.:1 DS AR 5t s I G | /L WP

L) dorer 3T oS 2t Ja Uk Rghd JulSOL 28 phadt Sl Jtemiznd (1)
by i s Juo ST HE LT ot spmmlins IO - TR S P V-
Fop T P A 1L A umwt@;mnaww

By 230l e 4 Rapladl 80y SR G WLl T ol (8
o £¥) 4t} LA 3 3leps Lo o bitnaty 2udlinl AT Lale &bl

5edlt U e 25Ut 30U
by )l )

s o1 Syl L1 2 kool B3N R W <0y b ] S g
i s ¥ 5T e sl sl codlyonl 5yl oot ty] Gliand sl 3o >
Dyl ey . Wtae Lliey dga ge iy b ade Oldeally d Al 18, s
S s LaleS st Jolatly daghd oy of oldeadly uti) 287,200,
Ny VT st e aed b3 ad L o A0 LU
058 Gy gl Bl als S e LS ¥ Baadl U I OF Y s e

Ll e s, E5 ldadly 2aslal 35,8000 3 aks o s



Y.

¥ ’f@&wﬁ{na Lé(w)cgl?iﬁawl-iwjii.hji

{f)

(g}

Py m—

Services:

{1}y QOuiside services: The costs of contracts for consultants, sorvices
anct utilt tes procured from third parties.

{23 Cost of services performed by EGPC |, by CONTRACTOR or
by therr Affikated Compuntes in facilities mside or outside the
A R.E. ) egular, recwrring, moutine scrvices, such as interpreiing
magnetl lapes and/or other analyses, shall be performed and
chareed by LGPC andfor CONTRACTOR or their Alfilided
Compar 23 at an agreed condracted price. Major progects
myvelvin - engineering and design services shall be performed
by EG'C and/or CONTRACTOR or  their Affihaied
Compan 2% at 4 negotiated contract amount.

(3} Use of EGPCS, CONTRACTOR's or their Affiliated Compunies’
wholly  vned cquipment shall be charged at a rental yate
commer wiate with the cost of ownership and  operation, bt
not it ey 288 of competiiive ratés  currently prevading in the
AR.E.

(4) CONTRACTOR's und CONTRACTOR's Affiliated Companies’
rates shail not include any administrative or overhead Costs
other than vhat 1s mentioned in Article 11 (k) {2}

Damages and 1esses:

All costs or 2xXpenses, necessary to replace or repair damages or
fosses incuwrt 1 by fire, flood, storm, theft, accident or any othgr
cause not co .roflahie by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR ov
Operating Company shall fumish EGPC and  CONTRACTOR
written notice of damages or losses incurred in excess of ten
thousand (10004} U.S. Dollars per occumrence, us Soon @
practicable after report of the same has been recerved by
CONTRACTOR or Operating Company.
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(h) Insurance and Claims:

The cost of any public hability, property damage and other
insurance against liabilities 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 parties may agree
upon. The proceeds of any such insurance or claim collected, less
the actuai cost of making a claim, shall be credited against
operations.

If no insurance is carried for a particular risk, in accordance with
cood intemational oil field practices, ail related actual expenditures
incurred and paid by CONTRACTOR or Operating Company In
settlement of any and all losses, claims, damages, judgments and any
other expenses, including legal services.

(i) Indirect Expenses:

0

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

Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as heremnafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties 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 Agreement. In the event
actions or claims affecting the interests hereunder shal! be handled
by the legal staff of one or more of the partiecs hereto, a charge
commensurate with cost of providing and fumishing such services
may be made to operations.
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(k) Administrative Overhead and General Expenses:

(1) Whtle CONTRACTOR is conducting Exploration operations.
the cost of staftimg and mamtaining CONTRACTOR's head
office in the A.RE. and/or other offices established m the
A.R.E. as uppropriate other than field ottices which will be
charged as provided 10 Article I (i), and excepting salartes of
crmployees of CONTRACTOR who are temporanly assigned 1o
and directly serving on the Area. which will be charged as
provided i Article 11 (b) of this Annex.

(2) CONTRACTOR's administrative overhead oulside the AR.E.
apphlicable to Exploration operations in the AR.E. dunng the
period prior o the formation of the Operating Company
shali be charged each month at the rate of five percent (5%} of total
Exploration expenditures, where CONTRACTOR’s
Exploration operations are carried out by CONTRACTOR
itselt,  provided that no administrative overhead  of
CONTRACTOR outstde the AR.E. apphcable to ARE.
Exploration operations will be charsed while Exploration
operations dare being conducted following the formations of the
Operating Company. No other direct  charges as such tor
CONTRACTOR's administrative overhead outside the A.R.E.
will be applied aganst the Exploraton cobligations. Examples
of the type of costs CONTRACTOR 15 incurring and charging
hereunder due to activities under this Agreement and covered
by said percentage are:

. Executive - Time of executive officers.

2. Treasury - Financial and exchange problems.

3. Purchasing - Procuring materials, equipment and supplies.

4. Exploration and Preduction-BDirccting, advising  and
controlling the entire project.

5. Other departments such as legal, comptolier and

cngincering  which  contribute  ume, knowledge and
expenence 10 the operations.
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The foregoing does not preclude charging for direct service
under Article II {f) (2} of this Annex.

(3) While Operating Company is conducting operations, Operating
Company's personnel engaged in general clerical and office
work, supervisors and officers whose time is generally spent in
the main office and not the field, and all employees generally
considered as general and administrative and not charged to
other types of expense will be charged to operations. Such
expenses shall be allocated each month between Exploration

and Development operations according to sound and practicable

accounting methods.
() Taxes:
All taxes, duties or levies paid in the A.R.E. by CONTRACTOR or

Operating Company with respect to this Agreement other than

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

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A R.E. after Operating Company is
formed. No sales expenses incurred outside or inside the AR.E.

may be recovered as a cost.

(n) Other Expenditures:

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

(h}

{a}

POy

ARTICLY i1
INVENTORIES

Perindic Inventories, Nolice and Representation:

At reasonable intervals  as  agreed upon by EGPC and
CONTRACTOR mventories shall be taken by Operating Company
of the operations malerials, which shall include all such materials,
physical assets and constyuction projects. Writien notice of tatentjon
to take mventory shall be giver by Operaling Company to EGPC
and CONTRACTOR at least thuty (30) days before any mventory is
o begm so that BEGPC amd CONTRACTOR  muay be cepresented
when  any  mventory i taken,  bFatlure of  LEGPC  and/or
CONTRACTOR w0 be represented & an inventory shall bind them o
accept the inventory taken by Operating Company. whao shall in that
cverd urnish the party not represented with a copy thercof.

Reconciliation and Adjustiment of Inventories:

Reconcitiation of mnventory shall be made by CONTRACTOR and
BGPC, and a st of overages and shortases shall be wantly
determined by Operatng Company and CONTRACTOR und ZOPC,
and the invenlory adiusted by Operating Company.
ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery

Petroleam:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than Hifteen
(15) days atter receipt from Operating Company of the Statements
for Devetopment and Exploration Activity for the calendur quarter &
Statgmont for that quarter showing:

i, Recoverable costs carried forward from the previous quarter, if
any.

2. Recoverable costs wcurred and patd during the quarer.
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3. Total recoverable costs for the quarter (1) + (2}

4. Value of Cost Recovery Petroleum taken and separately
disposed of by CONTRACTOR for the guarter.

5.  Amount of costs recovered for the quarter.

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

7. Excess, if any, of the value of Cost Recovery Petroleum taken
and separately disposed of by CONTRACTOR over costs
recavered for the quarter.

{b} Payments:

(c)

If such Sratement shows an amount due EGPC, payment of that
amoumt shall be made in U.S, Dollars by CONTRACTOR. with the
readition of such Statement. If CONTRACTOR fails to make any
such payment to BEGPC on the date when such pavment is due, then
CONTRACTOR shall pay interest of two and one half percent
{2.5%} per annum higher than the London Interbank Borrowing
Offered Rate (LLIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest is calculated. Such interest
payment shall not be recoverable.

Settlement of Excess Cost Recovery Petroleum:

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

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

(a)

EGPC shall have a period of vwelve {12) months from receipt of any
Statement under this Article IV in which to audit and raise objection
te any such Statement. EGPC and CONTRACTOR shall agree on
any required adjustments. Supperting documents and accounts will
be avatlable to EGPC during said twelve (12) month period.

ARTICLE Y
CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration expenditures reported on  Statements of
activity prepared per Agticle I {b) €1} of this Annex, less any
reductions agreed o by BGPC and CONTRACTOR following
wiitien exceptions taken by a non-gperator pursuant 1o Article 1 (&)
(1} of this Annex, in order to determine when minimum Exploration
abligations have been met.

(b} Cost Recovery Control Aceount:

CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost remaming 1o 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 expenditures for
Cost Recovery as well as for the purpose of estabiishing when the
minimum Exploration obligations have been met, costs, expenscs
and expenditures shalt be recorded in major accounts including the

following:

- Exploration Expendstures;
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-  Development Expenditures other than Operating Expenses;
- Operating Expenses;
Necessary sub-accounts shall be used.

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

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shali be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any AR.E. Income Taxes paid by EGPC on CONTRACTOR's behalf
constitute additional income to CONTRACUTOR, and this additional
tncome 15 also subject 10 AR.E. mncome tax, that 1s "grossed up”.

“CONTRACTOR's annual income”, as determined in Article I (g) (2)
of this Agreement, less the amount equal to CONTRACTOR'S

grossed-up Egyplian income tax liabiity, shall be CONTRACTOR'S
"Provisional Income”.

The “gross-up value” is an amount added to Provisional Income o give
“Taxable Income”, such that the grossed-up value is equivalent to the
ARE. Income Taxes.

THEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value
and

Grossed-up Value = AR.E. Income Tax on Taxable Income.

If the TARE. Income Tax rate”, which means the effective or
composiie tax rate due 10 the vanous AR E. taxes levied on income or
profits, is constant and nat dependent on the level of income, then:

Grossed-up Value = AR E. income tax rate TIMES Taxable Income.
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Combimng the first and {ast equations above

, Provisional ¢ neome X Tax Ra&.
Grossed-up Valbg = ———— .

i - Tax Haie

whore the tax rafe is expressed as a decimal,

The uhove computations are itlustrated by the followme  numerical
exarnple, Assuming that the Provisional Income is §10 and the ARE.

Income Tax rae 18 forty percent (40%:), then the Grossed-up Valug 18

equt} (o

_$0x04 ¢ 6.67

{- 34

Therefore:
Provisipgal income $10.00
Plus Grossed-up Value 6.67
Taxable Incomge FI6.67
f.ess: ARE Income Taxes ot 4% G6.67

CONTRACTOR s Income after tuxes % 10.006
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