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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
VEGAS OIL & GAS SA.
kN
ALAM EL SHAWISH WEST AREA
WESTERN DESERT
A.RE.

This Agreement made and entered on this ... oday ol
2005, by and between the ARAB REPUBLIC OF EGYPT (heremafier
referred 1o vartously as "ARE" or as the "OOVERNMENT"), the
EGYFTIAN GENERAL PETROLEUM CORPORATION, s legal
eniity created by l.aw  No. 167 of 1958 as amended (her.ainafter
referred to as "EGPC"Y and VEGAS OIL & GAS S.A., a joint stock
company orgamzed and existing under the laws - of PANAMA

{hereinufler referred 1o us "VEGAS or "CONTRACTOR™.
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WITNESSETH
WHEREAS, ali minerals including petroleum, oxisfing 19 mines and
guarries in ARE., including the temitorial waters, and in the  scabed
subject o s Jurisdiction and extending beyond the terntonal wauters, ure
the property ol the Stae; and
WHEREAS. EGPC has apphied {or an exciusive concession for the
explorabon and explottation of petroleum mn and throughout the  area
referred o in Arscic 1, and described in Annex “A” and shown
approximately on Annex "B7, which are attached hereto and made part
hereol (hereinafter referved to as the "Area™) | and
WHEREAS, "VEGAS” agrees to undertake its obligations provided
Fereinafter as  a CONTRACTOR with respect (o the Exploration,
Development and Production of Petroleum in ALAM EBL SHAWISH
WEST AREA . WESTERN DESERT ; and
WHEREAS, the GOVERNMENT desires hereby 1 grant such
Concession, and
WHEREAS, the Minisier of Petrolcum pursuant to the provistons of
Law No. 86 of 1956, may enter into u concession agreement with EGPC,
and with "VEGAS” a5 a CONTRACTOR in the said Arga.
NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE 1}
DEFINITIONS
{n) "Exploraton" shall include such geological, geophysical, aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the diilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefor, ail as may be contaned in the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.
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(b)

(c)

(d)

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

(1) the dnlling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wclls and the
changing of the status of a well, and

(1) design, engincering, construction, installation, servicing and
maintenance of equipment, lines, systems [acilities, 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

(111) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and (a1).

"Petroleum” means Liquid Crude Oil of various densities, asphalt,

Gas, casinghead gas and all other hydrocarbon subslances that may

be found 1n, and produced, or otherwise obtained and saved from

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

‘Liquid Crude Gil” or "Crude CGil" or "Oil" means any

hydrocarbon produced from the Area which ts in a liquid state at

the wellhead or lease separators or which 1s extracted from the Gas
or casinghead gas in a plant. Such liquid state shall exist at sixty

dcgrees Fahrenheit (6OOF) and atmospheric pressure of 14.65

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

(f) "LPG" means liguefied petroleum gus, which is a mixture
principally of butane and propane liquelied by piessure and
lecmperature.

(

)y A "Barrel” shall consist of forty-two (42) United States gallons,

0o

llquid measure, comrecled to a temperaiure of sixty degrees

Fahrenheit (60 F) at atmospheric pressure of 14.65 PSIA.

(h)y (1) "Commercial Oil Well" means the first well on any geological
feature which after testing for a period of not more than
thirty (30) consccutive days where practical, but in any
evenl In accordance with sound and accepted industry
production practices, and verified bv EGPC, 1s found 1o be
capable of producing at the average rate of not less than
two thousand (2000} Barrels of o1l per day (BOPD). The
date of discovery of a "Commercial O1l 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
in any event in accordance with sound and accepted
industry production practices and verified by EGPC, s
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 1s
tested and completed according to the above.
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(i) "' . E." means ARAB REPUBLIC OF EGYPT.
(1) "Effective Date” means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACTOR,

after the retevant Law 1s issued.
(kY €1} "Year” means a pentod of twelve (12) months according to the
Crregonan Calendur
{23 "Calendar Year” means a period of twelve (12} months
according to the Gregonan Calendar being ist January to
31st December.
(I} "Fmancial Year” means the GOVERNMENT's financial year

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

{m} "Tax Year” means the period of tweive {12} months according (o

the faws and regulations of the A R.E.

n) An"Afhhated Company” means a company:

(1} of which the share capital, conferring a majority ot votes at
stockholders' meetings of such company, i1s owned directly or
indirectly by a party hereto; or

(1t} which is the owner directly or indirectly of share capital
copfenmg a majority of vores at stockholders” meetings of a
party hereto: or

(i} of which thce share capital conferring a majority  of vofes at
stockhelder's meetings of such company and the share capital
conferring a majority of votes at  stockholders' meetings of a
party hereto are owned directly or indirectly by the same

company.
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(p)

()

(r)

{8)

(L)

"Exploratton Block™ shall mean an area, the corner points of
which have to be coimncident with three {(3)minutes by three
( 3 ) munutes latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundanes of the Area covered by this Concession Agreement
as setout im Annex "A".

"“Development Block” shall mean an area, the corner points of
which have to be coincident with one ( [ ) minute by one ( 1)
minute latitude and longitude divisions, according to the
International Grid System where possible or with the existing
boundanes of the Area covered by this Concession Agreement
ds set out it Annex A",

"Development Lease(s)” shall mean the Pevelopment Block or
Blocks covering the geological structure capable of
production, the comer points of which have to be coincident
with one (1) minute by one (1) minute latitude and Jongitude
divisions according to the International Grid System where
possible or with the existing boundaries of the Area covered
by this Concession Agreement as set out in Annex "A".

"Agreement” shall mean this Concession Agreement and its
ANnexes.
"Gas Sales Agreement” shall mean a wnitten agreement between

EGPC and CONTRACTOR {as sellers) and EGPC or The
FEeyptian Natural Gas Holding Company "EGAS" or a
mutually agreed third party (as buyer), which contains the
terms and conditions for Gas sales from a Development Lease
entered into pursuant to Article VII (e).

"Standurd Cubic Foot" (SCF) is the amount of Gas necessary
to fitl onc (1) cubic foot of space at atmospheric pressure of 14.65
PSIA at a base temperature of sixty degrees Fahrenheit 60" ).

(u) "EGAS" means the Egyptian Natural Gas Holding Company.
(v} "GPC" means the General Petroleum Company organized

according to the Presidential Decree dated 2/9/1957.
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ARTICLE II
ANNEXES TO THE AGREEMENT

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

Annex "BY 1s a provisional diustrative map on the scale of
approxamately 1:500 000 indicating the Area covered and affected by
this Agreement and described in Annex "A™.

Annex "C' 15 the form of the Letter of Guaranty to be submitted by
CONTRACTOR to EGPC one (1) day before the ume of signature by
the Minister of Petroleum of this Agreement, for the sum of twenty three
million U.S. Dollars ($23,000,000), cuarantecing the execution of
CONTRACTOR's minimum Exploration abligations hereunder for the
matial three (3) year Exploration period starting from the Effective Date
of this Concession Agreement. In case CONTRACTOR extends the
initial Exploration Penod tor two (2) additional successive penods of two
(2) years each , each in accordance with Article 111 (b) of this Agreement,
simiiar Letters of Guaranty shail be i1ssued and be submiited by
CONTRACTOR on the day the CONTRACTOR exercises its option to
extend . The first such Letter of Guaranty shall be for the sum of twelve
million U.S. Dollars ($12,000,000) and the second such Letter of
Guaranty shall be for the sum of ten million U.S. Dollars ($10,000,000)
less in both instancés any excess expenditures of the preceding
Expioration period permitted for carry forward in accordance with
Article TV (b) third paragraph of this Agreement. Each of the three
Letters of Guaranty 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 ime 1n accordance with the terms thereof.
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Aanex "D'" s the form of 4 Charter of the Operating Company (0 be

formed as provided for in Asticle VI heseot.

Anmnex "E™ s the Accounting Procedure.

Annex "F' s a current map of the National Gas Pipeline Gnd  System

cstablished by the Government.

The point of delivery for eas shall be agreed upon by EGPC und

CONTRACTOR under « Gas Sales Agreement, winch point of delivery

shall be located at the lunge connecting the development fease prpeline

to the nearest point on  the National Gas pipeline Grid System as
depicted in Apncx "F' or as otherwise agreed by EGPC and

CONTRACTOR..

Annecxes A" "B, "C""DEY and "F' wo this Agreement are hereby

made part hereof, and they shall be considered as having equal torce und

cffect with the provisions of this Agreement.
ARTICLE 111
GRANT OF RIGHTS AND TIERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subyject

to the ierms, covenants and conditions set out in this Agreeﬁment. which

insofar as they are contrary 10 or inconsistent with any provisions of

Law No. 66 of 1953, as amended, shall have the force of Law, un

cxclusive concesston in and to the Area described in Annexes A

and "B,

() The GOVERNMENT shall own and be entitled, as hereinafter
provided to a royvalty in cash or in Kind of ten percent (10%} of the
total quantity of Petroleum produced and saved from the Arcu
during the Development period inciuding renewal. Said royalty
shall be bome and patd by EGPC and shall not be the obhgation of
CONTRACTOR. The payment of royalties by EGPC shall not be
deemed to result in income attributable to the CONTRACTOR.
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(by  An imual Exploration period of three {3) vears shall start from the
Effective Date. Two (2) successive extensions to the mitial
Exploration period, each of two (2) years respectively, shall be
granted to CONTRACTOR at its option, upon not less than thirty
(30) days prior written notice 10 EGPC, such notice 10 be given not
later than the end of the then current period, as may be extended
pursuant to the provisions of Article V (a), and subject only toits
having fulfilled its obligations hereunder for that period. This
Agreement shall be terminated 1if neither a Commercial il
Discovery nor & Commercial Gas Discovery is established by the
end of the seventh (7 year of the Exploration period, as may be
exlended pursuant to Arucle V (a).The etection by EGPC to
undcrtake a sole risk venture under paragraph {c) shall not extend
the Exploraton period nor afiect the termination of this Agreement
as to CONTRACTOR.

() Commercial Discovery:

(1) A Commercial Discovery - whether of Oil or Gas - may
consist of one producing reservoir or a group of producing
rescrvoirs which 1s worthy of bemg developed commercially.
After discovery of a Commercial Oil or Gas Well
CONTRACTOR shall, unless otherwise agreed upon with
EGPC, undertake as part of its Exploration program the
appruaisal of the discovery by drlling one or more appraisal
wells, to determine whether such discovery is worthy of being
developed commercially, taking into consideration the
recoverable reserves, production, pipeline and terminal
facilities required, estimated Petroleum prices, and all other
relevant technical and economic factors.

(1) The provistons laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oil and
Gas untess otherwise specified.
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(111) CONTRACTOR shall give notice of a Commercial Discovery
to EGPC immediately after the discovery is  considered by
CONTRACTOR to be worthy of commercial  development
but tn any event with respect to a Commercial il Well not
later than thirty (30) days following the completion of the
sccond appraisal well or twelve (12) months  following the
date of the discovery of the Commercial Ot Well, whichever
is carlier or with respect 1o 2 Commercial Gas Well nov ater
(i twenty four (24) months foilowing the date of the
discovery of the Commerciul Gas Welt (unless EGPC agrees
that  such  peried  may bhe  extended) except  that
CONTRACTOR shall also have the rght to aive such nouce
of Commercial Discovery with respoct 10 iy reservolr or
reservoirs even it the well or weils  thercon are aot
“‘Commercial” within the definition of  "Commercial Well™ 1,
I IS OpInion. a reservoir or 4 group of reservoirs, considered

coliectively. could be worthy ol commerctal development.

CONTRACTOR may also give a novice af a Commerctal il
Discovery i the event 1t wishes to undertake a Gas Reeyeling

Project.

A notee of Commercial Gas Discovery shall contiun all
dewaticd particnlars of the discovery and especially the area of
Gus reserves. the estimated production  potential and profile
and held hie.

Within sixty (60) duavs following reccipt of o notice ol a
Commercial - Ol or  Gas  Discovery.  LGPC and
CONTRACTOR shall meet and review afl appropriate data
with a view  to mutually agrecing upon the existence of
Commercial Discovery. The date of Commercial Discovery
shall be the date EGPC and CONTRACTOR jointly dgrec n
writing that a Commercial Discovery exists.
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If Crude Oil is discovered but is not deemed by CONTRACTOR
to be a Commercial Oil Discovery under the above provisions of
this paragraph (¢), EGPC shall one (1) month after the expiration of
the period specified above within which CONTRACTOR can give
notice of a Commercial Oil Discovery, or thirteen (13) months
after the completion of 2 well not considered to be a "Commercial
Ol Well", have the night, following sixty (60) days notice in
writing to CONTRACTOR, at its sole cost, risk and expense, to
develop, produce and dispose of all Crude O from the geological
feature on which the well has been drilled. Said notice shall state
the specific area covering said geological feature to be developed,
the wells 1o be drilled, the production facilities to be nstalled and
EGPC's estimated cost thereof. Within thirty (30) days after receipt
of smd notice CONTRACTOR may, in writing, elect to develep
such area as provided for in the casc of Commercial Discovery
hereunder. In such event all terms of this Agreement shall

continue to apply to 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 to be mutually agreed
upon by EGPC and CONTRACTOR on the basis of good
petroleum industry practice. EGPC shall be entitled to perform or
in the event Operating Company has come into exisience, to have
Operating Company perform such operations for the account of
EGPC and at EGPC's sole cost, risk and expense. When EGPC has
recovered from the Crude Qil produced from such specific area a
quantity of Crude Gil equal in value to three hundred percent

(300%) of the cost it has incurred in carrying out the sole risk
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operations, CONTRACTOR shall have the option, only in the
event there has been a separate Commercial Oil Discovery.
clsewhere within the Area, 1o share in further development und
production of that specific area upon paying EGPC one hundred
percent (100%) of such costs imcurred by EGPC.

Such one hundred percent {(100%) payment shall not be recovered
by CONTRACTOR. Immediately following such payment the
specific area shall cither (1) revert to  the status of an ordinary
Development Lease under this  Agreement and thereafter shall be
operated in uccordance with the terms herecof, or (1) alternutively,

in the event that at such me EGPC or its Affiliuted Company 15

conducting Development operations in the area at its sole expense

and EGPC  elects to continue operating, the ared shall remaimn scl
aside and CONTRACTOR shall only be centtled 1o its production

sharing percentages of the Crude Oil as  specified in Auticle VII

(b). The sole risk  Crude Oil shail be valued in the manner

provided in Article VII (¢). In the event of any termination of this

Agreement under the provisions of Article ItL (b). this Agreement

shall, however. continue to apply to EGPC's operations of any soic

risk venture hereunder, although such Agreement shall have been
erminated with tespect 1o CONTRACTOR pursvant o the

provisions of Article LIl (b) .

(d) Conversion to a Development Lease:

(i} Following a Commercial Oil Discovery or a Commercial Gas
Discovery the extent of the whole area capable of production
to be covered by a Development Leuse shall be mutually
agreed upon by EGPC and CONTRACTOR and be subject to
the approval of the Minister of Peiroleum. Such arca shall be
converted automatically into a Development Leasc without
the issue of any additional legal instrument or permission.
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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 Qil Discovery), EGPC and CONTRACTOR shall
endeavor with diligence to find adequate markets capable of
absorbing the production of Gas and with respect to the local
markets , EGPC shall advise CONTRACTOR of the potential
outlets for such Gas and the expected annual schedule of
demand. Thereafter, EGPC and CONTRACTOR shatl meet
with a view to assessing whether the outlets for such Gas and
other relevant tactors warrant the development and production
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 Agreemcnt in accordance with and
subject to the conditions set forth in Article VII.

(i) 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 Oil Discovery into a Development Lease,
Gas 1§ discovered in the same Development Lease and 1s
uscd or 18 capable of being used locally or for export
hereunder, the period of the Development Lease shall be
extended only with respect to such Gas, LPG cxtracted
trom such Gas and Crude Qil in the form of condensate
produced with such Gas for twenty (20) vears from the
date of first deliveries of Gas locally or for export plus
the Extension Period (as defined below) provided that
the duration of such Development Lease based on a
Commercial Oil Discovery may not be extended beyond
thirty-five (33) years from the date of such Commercial
O1l Discovery unless otherwise agreed upon between
EGPC and CONTRACTOR and subject to the approval
of the Minister of Petroleum.
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CONTRACTOR shall immediately notify EGPC of any
(as Discovery but shall not be required to apply  fou a
new Development Lease in respect of such Gas.

In respect of a Commercial Gas Discovery, twenly (20)
years from the date of first deliveries of Gas focally or
for export pius the Extension Period (as defined below)
orovided that, if subsequent to the conversion of
Commercial Gas Discovery ino a Pevelopment Loase,
Cyude Ol 15 discovered in the sane Development Lease,
CONTRACUTOR's share of such Crude sl trom the
Development Lease {except LPG cxtracted from Gus ov
Crude Oil in the form of ¢ondensate produced  with Gas)
and Gas associated with such Crude Qi shall revert
entirely 10 EGPC upon the lapse of  twenty (20) years
from the date of such Crude Oil Ihscovery plus the
Extension Peviod (as defined below),

Notwithstanding, anything to the confrary under tius
Agreement, the duration of a Development Lease based
an a Commercial Gas Discovery shall in no case excead
thirty-five (35} vears from the date of such Conunarcial
Gas Discovery unless otherwise agreed upon behwoon
EGPC and CONTRACTOR and subject to the approval
of the Mimister ot Petroleum,

CONTRACTOR shall imimediately notify EGPC ol any
(il Discovery but shall not be required to apply for a
new Development Leasc in respect of such Crude Onh.

The ® Extension Period” shall mean a period of five (3}
vears which may be elected by CONTRACTOR upon
six {6} months written reguest sent by CONTRACTOR
to BGPC prior to the expiry of the relevant twenty (20}
year period supplenweoted by technical studies wncluding
avaluation of production. expected levels of production
during extension period, CONTRACTOR's obligations
and rclevant economic consideration. This extension
neriad s subject 1o the approval of the Mimswer of
Petrotcum.
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(¢) Devclopment operations shall upon the issuance of a Development
]case granted following a Commercial Oil Discovery, be started
promptly by Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engincering
principles, until the field 1s considered to be fully developed, it
being understood that if associated gas is not utilized. EGPC and
CONTRACTOR shall negotiatc in good faith on the best way to
avoid impairing the production in the interests ot the parties.

In the event no Commercial Producton 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 Gus delivertes for local or export , such Development
Block shall immecdiately be  relinquished, unless there is a
Commercial Qil or Gas Discovery on the Development Lease.
Each Development Block in 2 Development lease being partly
within the radius of drainage of any producing well m such
Devetopment Lease shall be considered as participating in the
Commercial Production referred to above .

Development operations in respect of Gas and Crude O1] in  the
form of condensate or LPG to be produced with or extracted from
such Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme 1o dispose of the Gas, whether for
cxport as referred to in Article VII or otherwise, be started
promptiy by Operating Company and be conducted n accordance
with good gas field practices and accepled petroleum engineering
principles and the provisions of such agrecment or scheme. In the
event no Commercial Production of Gas 1s established in
accordance with such Gas Sales Agrcement or scheme. the
Development Lease relating to such Gas shall be relingquished,
uniess otherwisc agreed upen by EGPC.
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I, upon wpplication by CONTRACTOR it is recognized by EGPC
that Crude Qi or Gas is being drained from the Exptloration binck
under this Agreement into a Development Block on an adjeining
concession area held by CONTRATTOR, the Block bemg dramed
shall be considered as participating in the Commercial  Production
of the Development Block in gquestion and the Block being dramed
shall he converted into 3 Development  Lease with the ensuing
allocation of costs and production  {calculated from the Effeciiwe
Duate o the date such drainage ocewrs, whichever 15 fader) botween
the two  Concession Areas.  The allocatton of such costs and
production under each Concession Agreement shall he in the same
portion that the recoveruble reserves in the drained  geological
gructire undoriving cach Concession Area bears {0 the tolal
recoverable reserves of such structure underlying both Concessson
Arcus.  The production atlocated o a concession ares shalt be
prved  according o the concession agiesment covering  that

CONUDNSSION ea.

CONTRACTOR shall bear and pay ail the costy and expenses

required in carrving out alf the operations under this Agrecment but
such costs and cxpenses shall not iaclude any  interest on
apnvestment, CONTRACTOR shall look only to the Petroleum 0
which it 1y entitled under this Agreement 10 recover such costs and
expenses. Such costs and expenses shail be recoverable as provided
in Articie VI During the 1erm of this Agreement and a8 tenewal,
the tofal production achicved i the conduct of such operutions
shall be  divided bhetween EGPC and CONTRACTOR
accordance with the provistons of Articie VIL

(2) {1y Unless otherwise provided, CONTRACTOR shall be subject to

Eeyntian income tax laws and shall comply with the
requireraonts of such laws with respect 1o the filing of returns,
the assessment of tuax, and keeping and showing of books and
records.
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(2) CONTRACTOR shall be liable to prepare the 1ax return and (o
add the non recoverable costs, that only the tax authority shall
be entitled to audit. CONTRACTOR shall submit the tax retum
to EGPC twenty five (25) days prior to the due date of
submitting thereof to the tax authority. EGPC shall have the
right to review the tax return in order to accept the tax
calculation therein. EGPC shall provide comments on such
return within fifteen (15) days of the date of receiving the tax
return from CONTRACTOR . In any case CONTRACTOR
shall be responsibie for submitting the tax retum to the tax
authority within the due date.

(3) CONTRACTOR's annual income for Egyptian imncome tax

purposes under this Agreement shall be an amount calculated

as follows:

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

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

(1) 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 CONTRACTOR's Egyptian income (axes

grossed up in the manner shown in Article VI of Annex "E" .
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(4}

(5)

()

For purposes of above tax deductions in any Tax Year. Article

VI (a) shall apply only in respect of classification of costs and
expenses and rates of amortization., without regard 1o the
percentage limitation referred to in the furst paragraph of
Aricie VIT (aY {1). Al! costs and expenses of CONTRACUTOR
in conducting the operations under this Agreement which ure
not controlled by Article VII {(a) as above qualihied shall be
deductible 1n  accordance with the provisions of the BEgyptian
Income Tax Law.

EGPC shall assume, pay and discharge, 1in the name and on
behalf of CONTRACTOR, CONTRACTOR's Egyptian
income tax out of EGPC's shure of the Petroleum produced
and saved and not used in operations under Article VII. Al
taxes paid by EGPC in the name and on behalf of
CONTRACTOR  shall be considered income 10
CONTRACTOR.

EGPC shall furmish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR's

Egyptian income tax for each Tax Year within ninety (90)
days following the receipt by EGPC of CONTRACTOR's tux
declaration for the preceding Tax Year. Such receipts shall be

issued by the proper Tax Authorities and shall state the
amount and other particulars customary for such receipts.

As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the A.R.E. (including tax on tax) such
as the tax on income from movable capital and the tax on
profits from commerce and ndustry and inclusive of taxes
based on income or  profits including all dividends,
withholding with respect to sharcholders and other Laxes
imposed by the GOVERNMENT of ARE. on the
distribution of income or profits by CONTRACTOR.
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(7} In calculating 11s A.R.E. income taxes, EGPC shall be entitled

(a)

(b)

o deduct all royalties pard by EGPC to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGPC
on CONTRACTOR's behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence Expleration operations
hereunder not later than six (0) months after the Effective Date.
EGPC shall make available for CONTRACTOR's use all
seismic, wells and other Exploration data in EGPC’s possesston
with respect o the Area as EGPC is entitled to so do.

The mitial Exploration penod shall be three (3) years.
CONTRACTOR may extend this Expioration period for two(2)
successive extension periods each of two (2) years respectively
in accordance with Article 111 (b), each of which upon at least
thirty (30) days prior written notice to EGPC, subject to its
expenditure of 1its mimimum Exploration obligations and of its
fulfiliment of the drifling obligations hereunder, for the then
current period.

CONTRACTOR shall spend a mimimum of twenty three
million U.S. Dollars ($23,000,000) on Exploration
operations and activities related thereto during the initial
three (3) year Exploration peniod; provided that
CONTRACTOR shall acquire one hundred fifty (150 sz)
of 3D seismic survey and dnll five (5) Exploration/ Appraisal
wells. For the first two (2) vyear extension period that
CONTRACTOR elects to extend beyond the nitial Exploration
period, CONTRACTOR shall spend a minimum of twelve
million U.S. Dollars ($12,000,000)and shall acquire the
necessary seismic survey and for the second two (2) year
extension period that CONTRACTOR elects to extend beyond
the two (2) year first extension period, CONTRACTOR shall
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also  spend a minimum of ten million U.S. Dollars
($10.000,000} . During the first and second extension periods
that CONTRACTOR elects to extend beyond the imitial
Exploration period, CONTRACTOR shall dnill two (2) wells in
the first extension period and shall also drilt two (2) wells in

the sccond extension period.

Should CONTRACTOR spend more than the nmunmmum
amount required to be expended or drill more wells than the
minimum required to be drilled during the tnitial three (3) year
Exploration period, or during any period therealter, the excess
may be subtracted from the minimum amount of mency
required to be expended by CONTRACTOR or minimum
number of wells required to be dnlled during any succeeding

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

In case CONTRACTOR surrenders #1s Exploratnon rights under
this Agreement as sel forth above before or at the end of the
third (3) vear of the initial Exploration period, having
expended less than the total sum of twenty three million U.S.
Dollars ($23,000,000) on Explotation or in the event at the end
of the third (3") year, CONTRACTOR has expended less
than said sum in the Area, an amount equal to the difference
between the said twenty three mullion U.S. Dollars
($23.000,000) and the amount actually spent on Exploration
shall be paid by CONTRACTOR to EGPC at the time of
surrendering or within six (6) months from the end ot the thurd

(Brd) year of the initial Exploration penod, as the case may be.
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Any expenditure deficiency by CONTRACTOR at the end of
any addittonal period for the reasons above noted shali
similarly result in a payment by CONTRACTOR to EGPC of
such deficiency. Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such payments as Exploration Expendilure in the manner
provided for under Article VII in the event of Commercial
Production.

Without prejudice to Article I11 (b), in case no Commercial Qil
Discovery is established or no notice of Commercial Gas
Discovery is given by the end of the seventh (7 year, 4s may
be extended pursuant to Article V (a) or in case
CONTRACTOR surrenders the Area under this Agreement
prior to such time, EGPC shall not bear any of the aforesaid
expenses spent by CONTRACTOR.

At least four (4) months prior to the beginning of each
Financial Year or at such other 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 ensuing Year.

The Exploration Work Program and Budget shall be reviewed
by a jomt committee to be established by EGPC and
CONTRACTOR after the Effective Date of this Agreement.
This Committee, hereinafter referred to 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
Commuttee shall be designated by EGPC from among the
members appointed by it The Exploration Advisory
Committee shall 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 submit the Exploration
Work Program and Budget to EGPC for its approval.
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Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substanually revise or modity
sald Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC,

(i1} In the cvent of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeled amounts as may be reguired to
alleviate such danger. Such cexpenditure shall  be
considered in all aspects us Exploration Expenditure and

shall be recovered pursuant to the provisions ot Article
VI hereof.

(d}) CONTRACTOR shall advance all necessary funds tor all
materials, equipment, supplies, personnel admimistration and
operations pursuant to the Exploratton Woerk Program and
Budget and EGPC shall not be responsible to bear or repay
any of the aforesaid costs. |

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

Except as 1s appropriate for the processing of data,
specialized laboratory engineering and development studies
thereon, to be made in specialized centers outside A.R.E.
subject to EGPC's approval ,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 A.R.E. to its technically
competent General Manager and Deputy General Manager.
The names of such Manager and Deputy General Manager
shall, upon appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and,
in his absence, the Deputy General Manager shall be
entrustcd by CONTRACTOR with sufficient powers 10
carry out immediately all lawful wntten directions given to
them by the GOVERNMENT or its representative under the
terms of this Agreement. All lawful regulations 1ssued or
hereafter to be issued 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 cach calendar quarter, with a Statement of
Lxploration  activity  showing . costs  mcurred by
CONTRACTOR during such quaiter. CONTRACTOR's
records and necessary supporting documents shall be
available for inspection by EGPC at any time during regular
working hours for three (3) months from the date of
recerving each statement.

Within the three (3) months from the date of receiving such

Statement, EGPC shall advise CONTRACTOR in writing if

1t considers:

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

(2) that the costs of goods or services supplied are not in
ltne 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 madec and
services performed within the AR E. shall be subject to
Article XXVT;or

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

(4) that the costs incurred are not reasonably required for
operations.

CONTRACTOR shall confer with EGPC in connection with

the problem thus presented, and the pariies shall attempt to

reach a settlement which 15 mutually satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery
Petrolewm as a result of reaching agreement or of an arbitral
award shall be promptly made in cash to EGPC, plus simple
interest at LIBOR plus two and half percent (2.5 %) per
annum f{romu the date on which the disputed amount(s)
would have been paid to EGPC according to Acticle VII (a)
(2) and Annex "E" of this Agreement (i.e., the date of
rendition of the relevant Cost Recovery Statement) to the



Voo i idn ¥ 5 (al) YVouall - an Jiia 4l 0F

b Sl Wt 3 3 5,5l 2N T 3 30 by 3l )y
SVl s dh e et pandly e L} (g s Jan e 22 51
RSV PRS- SPPPs P, WS I PO SUS PR 3 81§ LR U S ]
ah e O Al W oy a8ty s JS 0 (V0D e sl n s B9
)l sl 6 Agl) GV e (LAY ALLT pd

prdl B 52l I B Wln o S ] e 25 pie Dl 35
wie B andh s 5 ok, 0l G Y Gl e (V0) e ]
Sl oty e iy g ] e e LY
YU mlah e ol Wt g s 3l OM el Gy )]
ARTSPRFI-E SV WPy §

PO JVUN PUF g PN SRR S Y DRSNS PPN JEVEPE PRHE
Jame i 535 v o W g e in ) SNl Jola il G 3
o i e ad o sl S L) S el | el e il

Sogeadl sl (F) BV a3yl SNl il o5 o L3l
 aine ey lod] b 56 ¢ ol sl e Lol el 5,201 0dn 3 Lede

LAWY b azie g opp B ailban) Lo WLST S b Jyall 5 ()
oy el | dbeadl e s Jslaad) Gous A1 s poild A8 ) e e
iy gl opa 5l Ll o ome oo whand Lo OLWSIL el e
TN S VIS | W3 IV FOESM I -1 ¥ b DY SR ICOPUY JIeY
s b el el iy JsGH s din Y Yl ¢ s gl

- Srall eVl e c el 0 4 g2k s el



Yoo im iy ¥ 8 () TV samdl = o 150y A

date of payment. The LIBOR rate applicable shail be the
averave of the fieure or figures pubhished by the Financii
Times representing the nud-point of the rates {(bid and ask)
applicable 1o one month U.S. Dollars deposits 1n the London
Interbank Eurocurvency Market on each fifteenth ( L5ty day
of each month occuming between  the date on which the
disputed amount{s) would have been paid to EGPC and the
date on which 11 1s settled.

It the LIBOR rate is available on any fiftecnith (15™) day
but is not published in the Financial Times n respect of
such day for uny reason, the LIBOR rate chosen shall be that
offered by Cilibank N.A. (o other leading banks m the
London Interbank Eurocurrency Market for one month LLS.
Dollar deposits.

If such fifteenth (15") day 1s not 4 day on which LIBOR
rates are quoted in the London Interbank Lurocurrency
Muarket. the LIBOR rate to be used shall be that quotcd on
the next following day on winch such rates are quoted.

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

(g) CONTRACTOR shall supply all funds neccssary for its
operations in the A.R.E. under this Agreement 1n tieely
convertible cusrency from abroad. CONTRACTOR shall
have the right 1o freely purchase Egyptian currency in the
amounls necessary for i1s operations in the AR.E. from
EGPC or from any bunk authorized by the GOVERNMENT
to conduct foreign currency exchanges. Priority shall be
given ta EGPC to purchase the foreign currencies from
CONTRACTOR at the same applicable rate and dale as
such currencies may be purchased from the Nattonal Bank
of Egypt.
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(h) EGPC 15 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 in 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 wused for financing EGPC's and its
Aftiliated Companies' foreign currency requirements subject
to the approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the cnd of the third (3") year after the Effective Date hereof |
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent ( 253%) of the original Area on the Effective
date not then converted to a Development Lease or Leases, Such
relinquishment shall be 1n a single unit of whole Exploration Blocks
not converted to Development Leases unless otherwise agreed upon
between EGFC and CONTRACTOR so as to enable the
relinquishment requirements Lo be precisely fulfilled.

At the end of the fifth (5™} year after the Effective Date hereof),
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent ( 25%}) of the original Area on the
Effective date not then converted to a Development lLease or
Leases. Such relinquishment shall be 1n a single unit of whole
Exploration Blocks not converted to Development Leases uniess
otherwise agreed upon between EGPC and CONTRACTOR so as

to enable the relinquishment requirements to be precisely fulfilled.
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Without prejudice (o Artickes HE and XX and the lust  three
pargraphs  of this  Article V (1), at the end of the seventh (7 )
vear o the Exploranon  perod, CONTRACTOR sind! reloguish
the remainder of the Area not then converted to Doevelopment
Lcases,

e is understood that at the me of any rehgpishiment the  areas [
hg comverted mio Rovelopment Leases and which we submitted o
the Mintster of Peproleumy for his approval according 1o Arigde TH
e shull, subject to such  approval. be deemed converted o
Development Leases.

CONTRACTOR shali aot be rvequired w0 rehinguish  wny
Lxploration Block or Blecks on which 2 Commorcial i or Gas
Wil is discovered bofore ihg pered of time referred tom Anwcle
MY wiver 10 CONTRACTOR to determine whothor such Well is
a Commerctal Piscavery worthy of Developmont or o rehnaqunsh
an Exploration Blook m respeat of which @ notice of Comme
Cras Discovery has been given to EGPC subject to BGIPCTs right to
agree on the exatence of a Conunercial Ehscovery pursuant to
Article HY (03, und wathout prejudice to the requireiments of Aricle
iH o)

b the event wt the ond of the snetad Exploration pertod or either of
the fwo successive exiensions of the mulial Bapiorabion pennd, o
well bs actuaity deitling or testing,  CONTRACTOR shall be
attowed up Lo six (6 moenths 0 enable 10 o disgover 4 Commercial
Chiar Gas Well or 1o establish a Commercial Discovery, as the case
may be. However, any such extension of up 10 ax (6} months shall
veduce the length of the next succecding BHxplovatton persd. as

apphicable, by that mnount.
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(b)

(a)

VOLUNTARY:

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

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

Following Commercial Discovery, EGPC and CONTRACTOR
shall mutually agree upon uny arca to be relinquished thereafter,
except for the relinquishment provided for above at the end of the
total Exploration penod. |

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGPC and CONTRACTOR may form
in the A.R.E. an operating company pursuant to Article VI {b) and
Annex (D) (hereinafter referred to as "Operating Company”) which
company shall be named by mutual agreement betwecen EGPC and
CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said company shall bc a private scctor
company. Opcrating Company shall be subject to the laws and
regulations in force in the A.RE. to the cxtent that such laws and
reculations are not inconsistent with the provisions of this
Acrcement 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 substituted:

- Law No. 48 of 1978, on the employee regulations of public sector
conmpanics:
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~ Law No, 189 of 1981, promulgating the law on joint  stock
companies, partniersinp Limited by shares und hmsted habiity
COMpanies:

- Law No. 97 of 1983 promuigating the law concemning  public
sector prgamzations and companics;

- Law No. 203 of 1991 promulgating the law on public  businesy
sector companies: and

- Provisions of Part 2 of Chapter ¢ of Law No. 88 of 2003, organizing
dealings in forgign currencies.

The Charter of Operating Company 15 hereto altached a8 Annex
D Within thirty (30) days after the date of Commercrai (hl
Discovery or within thisty {38) days alter signature of a Gas Sales
Agreenmtent or commencement of a scheme o dispose of Gus
(uniess otherwise agrced upon by EGPC and CONTRACTORY, the
Charter shall ke  effect gnd  Opovaung Company shall
automatically come into oxistence without any further procedures.
‘The Exploration Advisory Committee shall be dissolved forthwith
upon the coming into existence of the Operating Company.

Nincty (90) days after the date Operating Company comes into
existence m accordance with paragraph (b) abhove 1t shall prepare a
Work  Progriem  and  Budget for f{urther  Explorabion  und
Development for the remainder of the yewr i which  the
Commuercaial Discovery 1s made; und not Jater than four {4) months
before the end of the current Financial Your {or such other die as
may be agreed upon by EGPC and CONTRACTOR) und jour (4)
months precedimg the commencement of cach sueceeding Financial
Year thercafler {ov such other date as  muy be agreed upon by
EGPC and CONTRACTOR), Operating Company shall prepare an
annua] Production Schedule, Work Program and Budget for further
Exploration and Development for the succeeding Financial Yeur.
The Production Schedufe, Work Program and Buodget shall be
submitted 10 the Board of Directons for approvad.
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{d)

(1)

Not later than the twentieth (20™) day of each month, Operating
Company shall furmsh to CONTRACTOR a written estimate of 1ts
total cash requirements for cxpenditure for  the first hall and the
second half of the succeeding month expressed in U.S. Dollars
having regard 10 the approved Budget. Such estimate shall take
into consideration any cush expected to be on hand at month end.

Payment [or the appropriatc period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1) day and {iftcenth (15M) day respectively, or the next
following business day, if such day is not a business day.

Operating Company is authorized to keep at its own disposal
abroad in an account opened with a correspondent bank of the
Nationai Bank of Egypt, Cuairo, the ftorcign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used tor
payment for goods and services acquired abroad and tor
transferring 0 a local bank 1in the A.R.E. the required amount to
meel the expenditures in Egyptian Pounds for Operating Company
in connection with its activities under thes Agreement.

Within sixty {60) days after the end of each Financial Yecar,
Operating Company shall submit to the approprate cxchange
controd authorities in the A.R.E. a statcment, duly certified by a
recognized hirm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the
balance outstanding at the end of the Year.

[f and tor as long during the pertod of production operations there
exists an cxcess capuacity in facilities which can not during the
pericd of such excess be used by the Opcrating Company or
CONTRACTOR from a Development Lease or adjacent concession
arca related 1o the CONTRACTOR, 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 VIl
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(@ (1) Cost Recovery Petroleum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
cxpenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out
of thirty percent (30%) of all Petroleum produced and saved
from all Development Leases within the Area hereunder and not
used in Petroleum operations. Such Petroleum is hereinafter
referred (o as "Cost Recovery Petroleum”™.

For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery, the following terms
shall apply:

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

fe

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

3. "Opcrating Expenses” shall mecan all costs, ecxpenses and
expenditures made after initial Commercial Production, which

costs, expenses and expenditures are not normally
depreciable.

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

Gperating Expenses shall be recovered from Cost  Recovery

Petrolcum in the {ollowing manner;-

{1}’

(i)

‘Exploration Expenditures”, including those  accumulated

prior 1o the commencement of imtial Commercial
Praduction, which for the purposes of this Agreement shall
mean the date on which the fust reguiar shipment of Crade
(O or the fust delfiveries of Gas are made |, shall be recovemble
at the rate of twently percent { 20%) per annum statting cither
in the Tax Year in which such expenditures are incurred and
pad or the Tax Yew in which imtial Commercial
Production commences, whichever is the ater date,

"Development Expendinures”, inciuding those accumulated
prior o the commencement of mlal Commuercind Production
which for the paposes of this Agreement shall mean the
date on which the first regular shipment of Urude O or the
fist delivertes of Gas are made, shail be wecoverable at
the rate  of twenty percent (209%) per annum  starting either
m the Tax Year in which such expenditures are incurrad
and paid or the Tax Yesr tn which mittel Commoroiat
Production commenogs, whichever s the later dae

{in} "Operating Lxpensex”, mowred snd pud alter the dale of

imttal Commoraal Praduction. winch for the pumposes of this
Agrcement shall mean the date on which the fest reguiar
shipment of Crude Ol or the Nirst deliveries of Gas are
made, shall be recoverable either ain the Tax Year in which
such costg and oxpenses are imcurred and pad or the Tax
Year i owhich mmual Commercial  Prodoction ocours,
whichever s the ntor dase.
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(iv) To the extent that, m a Tax Year. costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (iii) preceding, exceed
the value of all Cost Recovery Petroleurn for such Tax Year, the
excess shall be carmed forward for recovery in the next succeeding
Tax Year(s) until fully recovered, but in no case after the

termunation of this Agreement, as to CONTRACTOR.

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

shall be carried forward {for recovery in the next quarter.

(2} Except as provided in Article VII (a) {3) and Arucle VI (e) (1),
CONTRACTOR shall each quarter be cntitled to take and own
all Cost Recovery Petrojeum, which shali be taken and disposed
of 1n the manner determined pursuant 1o Article VH (e). To the
extent that the value of all Cost Recovery Petroleum as
determined in Article VII (¢)] exceeds the actual recoverable
costs and expenditures, including any carry forward under
Article VI1I (a) {1} (iv), to be recovered in that quarter, then the
value of such Excess Cost Recovery Petroleum shall be paid by
CONTRACTOR to EGPC either (1) in cash 1in the manner set
forth in Article 1V of the Accounting Procedure contained in

Annex "E” or (i) 1n kind in accordance with Article VII{a) (3).
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{3y Ninety (90) davs prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require payment of up 0 one hundred
percent (H)Q%) of EGPC's share of Excess Cost Recovery
Petroleum in kind. Such payment will be in Crude Oif from the
Area F.O.B. export termmal or other agreed delivery point
provided that the amount of C'rude O1 taken by EGPC in kind in
a quarter shati not exceed the vatue of \Cost Recovery Crude Oil
actually taken and separately disposed of by CONTRACTOR
from the Area during the previous quarier. If EGPCs
entitlement to receive payment of its share of Excess Cost
Recovery Petroleum in kind is limited by the foregoing

provision, the balance of such eéntitlernent shall be pawd in cash.
(h) Praduction Sharing

(1} The remaining seventy percent {70 %} of the Petroleum shall
be divided between EGPC and the CONTRACTOR according
io the following shares: Such  shares shall be taken and

disposed ol pursuant to Articlke VII (€):
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(i) Crude Qil :
Crude QOil produced EGPC CONTRACTOR
and  saved under this SHARE SHARE
Agreement and  not
used in  Petroleum
operations. (BOPD)

(quarterly average).

That portion or (eighty three (seventeen
increment up 1o less percent) percent)
than 3,000 BOPD. (83 %) (17 %)

That portion or increment  (eighty three and half (sixteen and half

from 3,000 and up to less percent) percent)
than 5,000 BOPD . (83.5 %) (16.5 %)

That portion or increment  (eighty four percent ) ( sixteen percent)
from 5,000 and up to less ( 84%) ( 16%)
than 16,060 BOPD.

That portion or increment  {eighty four and half ( fifteen and half

from 10,000 and up to percent ) percent)

less than 25,000 BOPD. ( 84.5%) ( 15.5%)
That pOI'ﬁOH or mcrement (Elgh[}( five percent ) ( fifteen percent)
from 23,000 BOPD and ( 85%) ( 15%)

above .
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(it) Gas and LPG
Gus and LPG produced and EGPC CONTRACTOR
saved under this Agree- SHARE SHARE
ment and not used 0 Petrp-
leum  operstions  (SCFLY)

(quantcrly average} .

That portion ot increment {e1ghty three {sevenleen
up to less than 15,000,000 percent} percent)
SCEFD . {83 %) {17 %3

That portion or increment  {eighty three and half  {sixteen and haif

from 15,000,000 and up perceni} poreent)
to less than 25000000 (83.5 %) {10.5 %)
SCFD.

That portion or merement  (eighty four percent}  ( sixteen percent)

from 23,000,000 and up ( 84%) (10%)

0 less than 50,000,000 |

SCFD.

That poition or increment  {eighty four and half ( fifteen and half
from 30000000 and up percent } percent

to less than §23,000,000 { 84.5%) {15.5%])
SCFD,

That porion or increment  {eighty five percent } { fifteen percent)
from 125,000,000 SCFD { 85%) (155}

and above.
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(2)

After the end of each contractual year during the term
of any Gas Sales Agreement cntered Into pursuant {o
Article VII (¢}, EGPC and CONTRACTOR (as seliers)
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 1s
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 1n
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 paid for shall be
recorded in a separate "Take-or-Pay Account "
Quantities of Gas {("Make Up Gas") which are delivered
in subsequent years in excess of seventy five percent
(75%) of the contract quantittes 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 thereof 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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It wt 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 EGPC or
EGAS (as buyer), the difference betwcen seventy five
percent (75%) of the annual Contract quantity of Gas and
the actual gas quantity delivered shall be referred to as
the "Deliver- or - Pay Shortfall Gas™ . EGPC or EGAS
(as buyer) shall have the right to take a quantity of Gas
equal to Deliver-or-Pay the Shortfall Gas and such
quantity of Gas shall be priced at ninety percent {(90%) of
the Gas price as defined in the Gas Sales Agreement . The
mechanism for the Deliver-or-Pay concept will be

determined in the Gas Sales Agreement .

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

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

(¢) Valuation of Petroleum:
{1) Crude Oil:

(i) The Cost Recovery Crude Oil to which CONTRACTOR
is entitled hereunder shall be valued by EGPC and
CONTRACTOR at "Market Price” for each calendar

quarter.
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(i) “Market Price” shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be used
in arnving at the weighted average(s) shall be sales of
comparable quantities on comparabie credit terms in freely
convertible currency from F.O.B. point of export sales to
non-affihated companies at arm’'s length under all Crude Oit
sales contracts then in effect, but excluding Crude Oil sales

contracts involving barter, and

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

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

incentives for commercial arm's length crude oil sales.

(11) It 158 understood that in the case of "C.LLE." sales, appropriate
deductions shall be made for transport and insurance charges
to calculate the F.O.B. point of export price; and always taking
into account the appropnate adjustment for quality of Crude
Oil, freight advantage or disadvantage of port of loading and
other appropriate adjustments.Market Price shall be
determined separately for each Crude Oil or Crude il mix,

and for each port of loading.
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[ during any calendar quarter, there are no such sales by
LGPC and/or CONTRACTOR under the Crude Or1l sales
contracts 1n effect, EGPC and CONTRACTOR shall mutually
agree upon the Market Price of the Dbarrel of Crude O1l 1o be
uscd Tor such quarter, and shall be guided by all relevant and
available evidencce including current  prices i treely
convertible currency of leading crude oils produced by miyor
oill producing countries (in the Arabian Gulf or the
Mediterranean Area). which are regularly sold in the open
market according to actual sales contracts terms but excluding
paper  sates and sales promuses where no crude otl s
delivered, to the extent that such sales are effected under such
terms and conditions (excluding the price) not sigmificantly
different from those under which the crude oil to be valucd,
was sold, and always taking into consideration appropriate
adjustments for crude ol 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 faclors generally recognized by sellers and
purchasers, as reflected in crude prices, transportation ninety
(90) days insurance premiums, unusual fees borne by the
seller, and for credit terms in excess of sixty (6(}) days, and
the cost of loans or guarantees granted for the benefit of the

sellers at prevatling interest rales.

It is the intent of the Parties that the value of the Cost Recovery

Crude Oil shall reflect the prevailing market price for such
Crude Qil.
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(V)

If either EGPC or CONTRACTOR considers that the Market
Price as determincd under sub-paragraph (ii) above does not
reflect the prevailing Market Price or in the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude
O1l produced under this Agreement for any quarter within
fifteen (15} days after the end thereof, any party may
elect at any time thereafter to submit to a single arbitrator
the question, what single price per barrel, in the arbitrator's
judgment, best represents for the pertinent quarter the Market
Price for the Crude Qil in question. The arbitrator shall make
his determination as soon as possible following the quarter n
question. His determination shall be final and binding upon ail
the parties. The arbitrator shall be selected in the manner

described below,

In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (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 (e). or such other
appointing authority with access to such expertise as may be
agreed to between EGPC and CONTRACTOR, with regard to
the qualifications for arbitrators set forth below, upon wriiten
application of one or both of EGPC and CONTRACTOR.
Copy of such application by one of them shall be promptly

sent to the other.
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The arbitrator shall be as nearly as possible a person with an
gstablished reputation in the mternational petroleum ndustry
as an expert in pricing and markeung crude o i international
commerce. The arbitrator shall not be a citizen of a4 country
which docs not have diplomatic relations with AR.E and
Creece. He may not be, at the ume of selection, employed by,
or an arbitrator or consultant on a contimuing or frequent basis
o, the Amertcan Petroleum Insttute, the Orgumzation of
the Pctroleum Exporting Countries or the Organization of
Arab Petrolcum Exporting Countrics, or a consultant on a
contmuing basis to 2GPC, CONTRACTOR or an Altihated
Company ol ¢ither, out past occasional consultation with such
companies, with other petroleum compantes, vovernmenltal
dgencies or  organizations shall not be a ground for
disqualitication. He may not have been, at any tme during
the two (2) ycars betore selection, an employee of any
pctrolcum compuny or of any governmenial agency or
orgunization.

Should a selected person decline or be unabic 1o 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
mannce provided in this paragraph. EGPC and CONTRACTOR
shall share cqually the expenses of the arbitrator.

The arbitrator shall make his determination 1in accordance
with the provisions of this paragraph, based on the best
cvidence avatlable to him. He will review o1l sales contracts as
well us other sales data and imformation but shall be free to
evaluate the extent to which any contracts, data or information

is substantiated or pertingnt. Representatives of EGPC and
CONTRACTOR shall have thc right to consult with the



Yoo L iy V8 () YYsunll — s M i L

g .

o ol WSoad) 5o Wl e ¢ By ULy o iy 5
o DL, gl e 48 5 lazs 5 o G s e Updian 143
sl Lagie 35 JiSO LS oyl 5yds il I Sl
et ks e g WBVY Sl mey ke Ll LK
R [ WP 1 PR | I WP Y § PRI H U | I.'\..S’J-,q.l_‘:l-i o
Sodt 5wl 5 b s D lonal] LagslS 2 o Jolal! 5 il
SPOU J E BT PRI W N R P

e Siledl il ) oo ade Gaall G andl i Gl ey 5 - Y
ol i e G e ] 25350 Lday il d2)
Ao 5 WSl 1 as pand! i 5 o 51 Jylll 22y
N VoL BN U pPSIeTE S SR AT SIS 01| IR FCL WA [T
e Bl Gl iy el G ) s A e Ay
SR SV EF VI (NS 1 VR PYE S J1 W UL S Yo
LU 5 i 5 ol adl Bliae o d s old e
dld 5o () Zal sl 3 sasd) podl e Lo (/Y 8)
g 5Ll WU T ALl i s Gz ey oS 0 5 Ll o
Dl 7B o Lle

( LPG) Jual! Jg 5! jh& g Judl ()
saasdl G e Je JyLatly st Jiwlwgwmﬁ -

Just 3y o olaell LA iy 2 LY Lzl CaIS) sl 2

idbis e and Wl duaddd Wb iass (s,de) aie JI Likadl

235l LY Ll GLe an Lol L c3 i alls b Layutl o)l

N PR A NF I VUV JRRE -,



%49

Yo 0 i i Vb () YV sl Daen M5 A

(vi)

arbitrator and furmish him writien matenals provided the
arbitrator may impos¢ reasonable limitations on this right.
EGPC and CONTRACTOR cach shall cooperate with the
arbitrator 1o the fullest extent and each shall nsure such
cooperation of 1its trading companies. The arbitrator shall be
provided uccess to crude oil sales contracts and related data
and mformation which EGPC and CONTRACTOR  or their
trading companies are able to muke availabie and which in the
judgment of the arbitrator might ard the arbittator i making a
valid determination.

Pending Market Price agrecement by EGPC and CONTRACTOR
or detenmination by the arlutrator, as applicable, the Market Price
agreed for the quarter preceding the quarter in question shall
remain temporanly i effect.  In the event cither EGPC or
CONTRACTOR should tncur a loss by virtue of the temporary
continuation of the Market Price of the previous quanter. it shall
promptly be reumbursed such loss by the other party ptus simple
mterest at the LIBOR plus two and one - hall pereent (2.39%) per
annum rate provided for in - Article IV ({t) from the date on which
the disputed amouni(s) should have been paid to the datc of

payment.

(2} Gasand LPG

(1)

The Cost Recovery and Production Sharimg Gas Price will be

agreed upon between CONTRACTOR and EGPC or EGAS
atter the Commercial Discovery and before converting an urea
to a4 development lease(s) according to the average prevailing
gus price of the Mediterranean region at that ttime . Except gus
for export {LLNG), where production sharing gas price wili be

at net back price .
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(i1} The Cost Recovery and Production Shares of {(ILPG) produced
from a plant constructed and operaicd by or on behalf of
EGPC and CONTRACTOR shall be separately valucd for
Propance and Butane at the outtet of such LPG plant according

to the following formuly (unless otherwise agieed between

EGPC and CONTRACTOR )

PLPG = Q.95PR-(J X085 X k
47 96 x 10°

Where

PLPG = LPG price (scparately determined for FPropane and
Butime) m U.S. Dollars per metric ton,

PR = The average over a peried of a month of the figures
representing the mud-point between the high and low
prices in U.S. Dollurs per metric ton quoted in "Platt's
LPGuswire” durtng such month  for Propane and
Butune FOB Ex-Rei/Stor. West Mediterrunean.

] = RTU's removed from the Gas stream by the LPG plunt

per metric ton of LPG produced.

F = u value in U.S. Dollars per metric ton of the crude o
of Gulf of Sucz Blend "FOB Ras Shuokheir” ARE.
catculated by referving to "Platt’s Oitgram Price Report”
dunng a month under the heading "Spot Crude Price

Assessment for Sucz Blend”. This value reficets the
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(111}

(iv}

total averages of the pubiished low and high. values
tor a1 Barel during  such month divided by the
number of days in such month for which such vatues
were quoted. The value per metric ton shall be
calculated on the basis of a conversion factor o be
agreed  upon annually  between EGPC  and
CONTRACTOR.

In the event that “"Plat’s LPGaswire” 15 issued on
certain days during a 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 value of {(PR) can not bhe
determined because "Platt’s LPGaswie” s not
published 28 all durmg & month, LEGPC and
CONTRACTOR shall meet and agree 10 the value of
{PR) by reference to other published sources. In the
event that there are no such other published sources
or #f the wvalue of {PR) cannot be determined
pursuant to the foregoing for any other reason ,
EGPC and CONTRACTOR shall meet and agree the
value of {PR) by reference 1o the value of LPG
(Propane and Butane) deiivered FOB from the
Mediterranean Arca.

Such valuation of LPG is bused upon delivery at the delivery
poid specified in Article VII {e) (2} (iil).

The prices of Gas und LPG so calculated shall apply dunng
the same month.

The Cost Recovery and Production Shares of Gas and LPG
disposed of hy EGPC and CONTRACTOR other than 1o
EGPC or EGAS pursuant to Article VI () shall be valued at
their actual realized price .
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(d)

(e)

Forecasts:

Operating Company shall prepare (not less than ninety (90) days
prior to the beginning of each calendar semester following first
regular production) and furnish in wrniting to CONTRACTOR and
EGPC a forecast setting out a total quantity of Petroleum that
Operating Company estimates can be produced, saved and
transpotted hereunder during such calendar semester in accordance
with good oil and gas industry practices.

Operating Company shall endeavor to produce cach calendar
scmester the forecast quantity. The Crude Oil shall be run  to
storage tanks or offshore loading facihities constructed, maintained
and operated according to Government Regulations, by Operating
Company in which said Crude Oi1l shall be metered or otherwise
measurcd for rovally, 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 Oif to which each s
entitled under Articte VII (a) and (b). Subject to payment of
sums due to EGPC under Article VII (a) (2) and Article 1X,
CONTRACTOR shall have the right (o remit and retain abroad
all funds acquired by it including the procceds from the sale of
its share of Petroleum.

Notwithstanding  anything ¢ the contrary under this
Agrcement, priority shall be given to meet the requirements
of the AR.E. market from CONTRACTOR's share under
Artcle VII { b)) of the Crude Oil produced from the Area and
EGPC shall have the preferential right to purchase such Crude
Ol at a price to be determined pursuant to Article VII ( ¢).
The amount of Crude Qil so purchased shall be a portion of



Y0 Rk ¥ o () YVouall — e i A1 94

FIRPC 1 LI CE NN PR W & 31§ RS PO I3 ISP LI ¢
I PP T S JCU PSS DUPY OOV -1 PSR [
oLl 21 3 gl 34 Ll paass 2l g B p LY
basmall SN ¥ 0y ot il LS oo R i) sl 5550y
RERVUFERVERESI RF S WORLTE-AERPFE - WP I PR 4
G G Uil ¢ il b 3 g Aiagl ol dode L ey
sy Gt s e Jud JIYT e Loy (£0) snef
33U adgd Loy Toies ] 3 M L3 1M La S04
C DY) () Al

: Zilscdt oo gttt (PG Jladt g 200 5Ly SEall sadey Legd - Y
il Wk S Tdndt G gl ol by B0 LN s =~

el S Ul A sl a laa] sl oS D - Y
S g pke it ¢ astliy ene o LS Ldod] 310U LA
(et "eamuitedinsay) Joldilly K oy o 5 Ja WA b
EXPYVE PSP
I ! ey (il begzio,) JHLalT 5 Lo gl 5l
U IS VRS T I e TRV T e L
G PN e Al 5550V G2 2Y Q3 5 (gl
- LY e Gedhss 2

o3I A CLPG ) QU 2] 5 Jane L2122 Dls 3 (1)
et i ¢ L e Kt ot BhddE g2 ¢ pdcll dhai 0,80
2 S G il 5L bl ke 382 e ke o, 3h Akl Rl
e saske JUNE 02p LaS 4 BB e 3 () Gl B miags
WA BV Ll 5 Gxglt



A4

Yoo iy ¥ 3 ) TV sall = doan i 2

(TN

CONTRAUTORs share unader Article Vi1 {b). Such amount
shall be proportional 10 CONTRACTOR's share of the total
production of crude ol from the concession areas in the
ARE. that are also subject to EGPC's preferential right to
purchase. The payment for such purchased amount shall be
made by EGPC i US. Dollars or in any other freely
convertible currency remittable by CONTRACTOR abroad.

It is agreed upon that EGPC shall notify CONTRACTOR, at
least torty-tive (45) days prior to the beginning of the
Calendar Semester, of the amount o be purchased during such
semester under this Article Vi () {1}

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

(1} Priority shuli be given to meet the requirements of the
local market as determined by EGPL

(11} In the cvent that EGPC or EGAS i3 to be the buver of
(xas, the dispusition of Gas o the local markets as
tndicated above shall be by virtue of long term Gas Sales
Agreements to be entered inte between EGPC and
CONTRACTOR (as sellers) and EGPC or EGAS (as
buyer).

EGPC and CONTRACTOR {as seilersy shall have the

obligation to deliver Gas 1o the following point  where

such (Gas shall be metcred for sales. rovalty, and other
purposes required by this Agreement:

(2} In the event no LPG plant ts constructed (o process
such Gas, the delivery point shall be af the flange
conneeting the Lease pipeling 10 the nearest point
on the Nattonal Gas Pipeline Grid System as
depicied  in Annex "FU hereto, or a8 otherwise
agreed by BEGPC and CONTRACTOR.
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(b} In the event an LPG plant 1s constructed to  process
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the inlet to such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant
inlet. CONTRACTOR shail through the Operating
Company build a pipeline suitable for transport of
the processed Gas trom the LPG Plant outlet to the
ncarcst  point on the National Gas Pipeline Grid
System as depicted in Annex "F" hereto, or
otherwise agreed by EGPC and CONTRACTOR.
Such pipchine shall be owned in accordance with
Arucle  VIII (a) by EGPC, and 1is cost shall be
financed and recovered by CONTRACTOR us

Development Expenditures pursuant to Article VIIL

(1) EGPC and CONTRACTOR shall consult together to
detcrmine whether to build an LPG plant for recovering
LPG from any Gas produced hereunder. In the event
EGPC and CONTRACTOR decide to build such a plant,
the plant shall, as i1s appropriate, be in the vicinity of the
point of delivery as determined in Article II and Article
VIi(e)2(i1). The delivery of LPG for, royalty and other
purposes required by this Agreement shall be at the outlet
of the LPG plant. The costs of any such L.PG plant shall
be recoverable in accordance with the provisions of this
Agrecement uniess the Minister of Petroleum agrees to

accelerated recovery.
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(v) EGPC or EGAS (as buyer) shall have the option to elect,
by ninety (90) days prior written notice to EGPC and
CONTRACTOR (as sellers), whether payment for the

Gas which is subject to a Gas Sales Agreement between

EGPC and CONTRACTOR (as sellers) and EGPC or
EGAS (as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article
VII (¢), and to which CONTRACTOR is entitled under
the Cost  Recovery and Production Sharing
provisions of Article VIL of this Agreement, shall be
made 1) tn cash or 2) in kind.

Payments in cash shall be made by EGPC or EGAS (as
buyer) at intervals provided for in the relevant Gas
Sales Agreement in  US. Dollars, remittable by
CONTRACTOR abroad.

Payments in kind shall be calculaicd by converting the
value of Gas and LEPG to which CONTRACTOR 1s
entitled into equivalent barrels of Crude Oil to be taken
concurrently by CONTRACTOR from the Area, or to the
extent that such Crude O1l 1s insufficient, Crude O1l from
CONTRACTOR's other concession areas or such other
arcas as may be agreed. Such Crude Oil shall be added to
the Crude O1] that CONTRACTOR 1s otherwise entitied
to lift under this Agreement. Such equivalent barrels
shall be caiculated on the basis of the provisions of
Articie VII {¢) relating to the valuation of Cost
Recovery Crude Oil.

Provided that:

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

insufficient Crude Qil available tor conversion as
provided [or above.



el e L LPG Y ILAtdy 2 5 5 5 g e 30K {0 o)
A il Rl o3 e Wl Gl 50 e clp U ab Ls
Lodze s (g 31 LAk iS¢ L) shiadt filomtnd ! ik il 2
VAP EETRRPRY PRI PV IE PP LS PIER D3 FERES
st e dy o Uy RIS ol 2l LA S, aly
LU adg (Y Sadll e 230G 5500 o LS LA

ped Ja¥T B ks (nda st} ko] ol Kieglt oLl e 3o - 6
e o sl (63 ppl I {enily Loy} Jotlly ool poe 5L
gl o 8 it el Lasy hall g L LSt apa SkRRYI
CLPG ) JLidy w5 5Lt e e Jyadd 3 5410 dRAL,
Gt Y Gl gl GLASOVL SUasd Lpley el
S U LPG Y Ly 2 ey A jaan Ud 5 4 4

wwtﬁu#m{puiwkﬁm wyuui Jjwbw -y
Byad] Lddy Lasgod oat? o odll { LPG) ) Jladtdy et e sl
f)‘.ﬁiié?@,ﬂf

J}_,...Jf',i:«;_;‘-.al} JMWJﬂi}&mf;uj;w& oA “' &}b‘ﬁ“* Y
&Yjﬁwj@ tﬂ’}}:})&' ¢ )ﬁMZﬁ Ji?ﬁ-’ﬁ"tfi E@}W( PG } JLJ.E

o5 il latzal g Ghaie g dote gasany bl el
(29 Zagluadl 12Ul (el Lt o (£) w V13 ad s Liaiitie (1) -A
and 3 slons ¥ Aliadb o3 pem e ol JolEKE L3 L €0) (Y)



V. $ Voot Rwiddy V 3 (U YY sl - S JU0, 40

(V)

(vi)

{vil)

FPTTTTETETTae

(bb} Payment of the value of Gas and LPG shall always
be made in kind as provided for above o the extent
that paymenis in cush are not made by BEGPC,

Pavments 10 CONTRACTOR {whether i cash or
kind), when related to CONTRACTOR's Cost
Recovery  Petroleum, shall be  included in
CONTRACTOR's Statement of Recovery of Costs
and of Cost Recovery Petroleum referred to in
Article IV of Annex "E" of this Agreement,

Should BGPC or EGAS {as buyer) fail o enter into a
tong-termm Gas  Sates Agreement with EGPC  and
CONTRACUTOR (as sellers) within four (4) vears from a
potice of Commercial Gas Discovery pursuant {o Article
i, BEGPC and CONTRACTOR shall have the vight to
take and freely dispose of the quantity of Gas and LPG
in respect of which the notiee of Commercial Discovery
is given by exporting such Gas and LPG.

The proceeds of sale of CONTRACTOR's share of Gas
and  IPG disposed of pursuant to the above
sab-paragraph {v) may be freely remitied or retained
abroad by CONTRACTOR.

In the event EGPC and CONTRACTOR agree 1o accept
new Gas and LPG producers to join in an ongoing export
project, such producers shall have to contribute a faiy and
equiiable share of the nvestment made.

(viii) (za) Upon the expiration of the four {4) vear period

referred to in Article VII (e} (2} {v).
CONTRACTOR shall have the obligation to exert
its reasonable efforts to find an export market for
(1as reserves.
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(bb) In the event at the end of the four (4) year pertod

(cc)

referred to under Article VII (e) (2) (v),
CONTRACTOR and EGPC have not entered 1nto
a Gas Sales Agreement, CONTRACTOR shall
tetain its rights to such Gas reserves for a further
period of up 1o four {4) years, subject to Article
VII (e) (2) (viii)(ce), during which period EGPC
shall attempt to find a market for Gas reserves.

In the event that CONTRACTOR is not exporting
the Gas and CONTRACTOR has not entered into
a Gas Sales Agreement pursuant to Article VII {g)
(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 understeod that CONTRACTOR
shall, at any time prior to the expiry of such eight
(8)year period ,sumrender 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
Pipeline Grid System at the point of delivery.

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

- The Gas prices as specified in the Gas Sales

Agreement .
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{dd) in the event that CONTRACTOR has not entered
into a Gas Sales Agrecement pursuant 10 Asticle
VIE (e} {2) or otherwise found an acceptable
scheme for commerciad disposal of such Gus |, at
the time of the oxpiration 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 3
years , CONTRACTOR shall surrender to EGPC
such Decvelopment Lease (s) in which Gas
discovery is made.

(1x) CONTRACTOK shall not be obligated (o surrender a
Development Lesse based on 2 Commewcial (as
Discovery, 1f Crude Oil has been discovered in
commercial guantities i the same Development Lease,

{f) Operations:

(g}

If following the reversion o BGPC of any rights ¢ Crude O
hereunder, CONTRACTOR retains 1ights o {as in the same
Development Lease, or i, following sumrender of rights to  Gas
hereunder, CONTRACTOR retains rights 1o Crude Oil in the same
Development Lease, operations 10 explore for or exploit the
Petroleum, the rights to which have reverted or besn  surrendered
{01l or Gas as the case may be) may only be camied oul by
Operating Company which shall act on behall of EGPT alone,
unless CONTRAUTOR and EGPC agree otherwise.

Tanker Scheduling:

At a reasonable rime 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.
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(a)

(b)

ARTICLE VIII
TITLE TO ASSETS

EGPC shall become the owner of all CONTRACTOR acquired and

owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or Operating Company in accordance with the
following:

(1} Land shall become the property of EGPC as soon as it is
purchased.

(2} Tide 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 its total cost has been
recovered by CONTRACTOR in accordance with the

provisions of Article VII or at the time of termination of this
Agreement with respect to all assets chargeable to the

operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC or

by Operating Company t0 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 fixed and movable assets referred to above n
connection with operations hereunder or under any other Petroleum
concession  agreement  entered into by the Parties. Proper
accounting adjustment shall be made. CONTRACTOR and EGPC
shall not dispose of the same except with agreement of the other.
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(c} CONTRACTOR and Operating Company may freely impon into the
ARE. use therein and freely export at the snd of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, in¢luding but not limited to
the lease of computer hardware and software,

ARTICLE IX
BONUSES

(a} CONTRACTOR shall pay to EGPC as a stgnature bonus the sum of
forty one nuilion ULS. Dollars {$41,006,000 } on the Effective Date.

(by CONTRACTOR shall pay to EGPC as 4 bonus the sum of two
million U.S. Dollars ($2,000,000) upon approval of the first (1%)
Developmeny Lease and shall also pay the sumn of one muliion U.S.
Doltars (31,000,000 wupon approval for each succeeding
Development Lease . *

(¢) CONTRACTOR shall pay to EGPC the sum of five hundred
thousand U.S. Dollars ($500,000) as a production bonus when the
{otal average datly production from the Arca first reaches the rate of
three thousand (3,000} Barrels of oil per day or equivalent for a
penod of thirty (30) consecutive producing days. Payment wall be
made within fifteen (15) days thereafter.

(d} CONTRACTOR shal! also pay to EGPC the additional sum of five
hundred thousand U.S. Dellars {$300,600) as a production bonus
when the total average daily production from the Area first reaches
the rate of five thousand (5,000) Barrels of il 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 one
million U.S. Dollars ($1,000,000) as a production bonus when the
total average daily production from the Area first reaches the rate of
ten thousand { 10,000 ) Barrels of oil per day or equivalent for a
neriod of thirty {30) consecutive producing days. Payment will be
made within fifteen (135) days thereafter.
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(f)

(h}

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

thereafter.

CONTRACTOR shall pay to EGPC as a bonus the sum of three
million U.S. Dollars ($3,000,000 ) upon approval to enter into the

five (5) year extension period pursuant lo Article III paragraph (d)
(m1) (bb) .

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

(1) In the event that EGPC elects to develop any part of the Area

pursuant to the sole risk provisions of Article III (¢) (iv), production
from such sole risk area shall be considered for the purposes of this
Articie [X only if CONTRACTOR exercises its option to share in

such production, and only from the initial date of sharing.

() Gas shal! be taken into account for purposes of determtining the total

average daily production from the Area under Article IX (c-f) by
converuing daily Gas delivered into equivalent barreis of datly Crude

Ol production in accordance with the following formula:

MSCF x H x 0.167 = equivalent barrels of Crude Qil

where

MSCF = one thousand Standard Cubic Feet of Gas.
H = the number of million British Thermal Units (BTU’s per MSCF).
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ARTICLEN
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall marntain an office in AR.E. ut which notices shall
be validly served,
The General Manager and Deputy Genersl Manager shall be entrusicd by
CONTRACTOR  with sufficient power (o carry out immediately all
local writicn duecoons given o them by the Govemment or its
representatives under the terms of this Agreement. All lawtul regulations
tasued or herealier 1o be wsued 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 mauters and notices shall be deemed to be validly served which are

delivered o the office of the General Manager or which are sent 0 him

by registered matl 1o CONTRACTOR s officein the ARE

Ali matiers and notices shall be deemed 10 be validly served which are

delivered to the office of the Chairman of EGPC or which are sent to

him by registered mait at EOPC's main office i Cairo.
ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(2} Operating Company shall take all proper measures, according fo
senerally accepied methods in use i the ol and gas  industry (o
prevent foss or waste of Petroleum sbove or under the ground in any
torm during drilling, producing, gathenng, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well that it might rearonably expect would
result in ioss or damage to the well or the Oil or Gas feld.

(by Upon completion of the drilling of 4 productive well, Operating
Company shall inform the GOVERNMENT or 1ts representative of
the time when the well will be (ested and the production rmale
ascenained.
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Except i instances where muliiple producing formations in  the
sume 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.

id) Operating Company shall record data reparding the gquantities of

{e}

(f)

(&}

Petrolcum and water produced monthly from each Development
iease. Such data shall be sent 10 the GOVERNMENT or ity
representative on the special forms provided for thal 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.

Daily dinling records and the graphic jogs of wells must show the
guantity and type of cement and the amount of any other materals
ased in 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 to the approval of the representative of
the GOVERNMENT.

ARTICLE X1
CUSTOMS EXEMPTIONS

BEGPL, CONTRACUTOR, and OQperating Company shall be
permitted {0 import and shall be exempted from customs duties, any
taxes, levies or tees (including fees imposed by Ministerial Decision
No. 254 of 1993 issued by the Minister of Finance, as now or
hereafter amended or substituted) of any  nature and from the
importation rules with respect to the importatton of machinery,
equipment, appliances, materials, items, means of transport and
transportation (the exemption from taxes and duties for cars shall
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(p)

only apply to cars to be used in operations), glectrie apphances, air
conditioners for offices, fiekd housing and faciities, elecirome
appliances, computer hardware and software, as well as spare parts
requared for any of the tmported itams, all subject 1o a duly approved
certificate issued by the responsible representative riominated by
EGPC for such purpose, which  states that the imported items are
required for conducting the operations pursuant to this Agréement |
Such certificate shali be final and binding and shall automatically
result in the importation and the exemption withoui any further
approval, delay or procedure.

Machmery, equipment, appliunces and means of transport and
transportation  wmported by BGPCs, CONTRACTOR's and
Operating Company's contractors and sub-contractors iemporarily
engaged in any activity pursuant to the operations which are the
subjject of this Agreement, shall be cleared under the "Temporary
Release System” without payment of customs duties, any iaxes,
levies or Tees Gneluding fees imposed by Mintstenal Decision No.
254 of 1993 ssued by the Mimister of Finance, as now or hereafter
amended or substituted) of any nature upon presentation of a duly
approved certificate issued by an EGPC responsible representative
nominated by EGPC for such purpose which states, that the
imported items are required for conducting the operations  pursuant
to this Agreement, Items {excluding cars not {0 be used in
operations) set ouf in Article XII {1 mmported by EGPCs,
CONTRACTOR'S and Operating Company's contractors  and
sub-contractors  for the aforesard operations, m order to be installed
or used permanently or consumed shall meet the conditions for
exempiion set forth in Article X1I {a} after being duly certsficd by an
EGPC responsible  vepresentative t0 be used for conducting
operations pursuant to this Agreement.
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{c} TThe expatnate emplovees of CONTRACTOR, Operating Company
and their contractors and sub-contractors shall not be entitied to any
exemptions from customs duties and other ancitlary taxes and
charges excepl within the limits of the provisions of the laws and
regulations apphicable in the A.R.E. However, persanal household
goods und fuwmituyre {(including onge (1) cary for each expatnan
ecmployee 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 &
letter to the appropriate customns authonties by CONTRACTOR or
Operating Company approved by an EGPC responsible
representative that the imported items are wnported for the sole use
of the expariate emplovee and his family. und that such imported
items shall be re-exporied outside the ARE. upon the repatriation of
the concerned cxpatriate employee.

{d} Irevms importedd mio the A RE, whether sxempt or not exempt  from
customs duties and other anciilary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
EGPC’s approval, which approval shaif not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges from which such items huve been already exempt, being
apphcuble. Such items may be sold wihin the AR E. after obtaming
the approvat of EGPC which approva! shall not be unreusonably
withheld. In this event, the purchaser of such vems shall pay all
apphicable customs duties and other ancillary taxes and  charges
accordimng to the condition and value of such items  and the tanif
applicable on the datc of sule, unless such items have already
been sold 10 an Affiliated Company of CONTRACTOR, if any, or
EGPC, having the same exemption, or uniess title to such ftems
{excluding cars not used m operations) has passed to EGPC.



Yoo ki ¥ 3 () YW oaadl = da Jl 5 4

VYL

il sde g el LAl podl e g ! 1is n ey ol < Lol B 3
s ol e Wi ode G e 3 o Lo szl Iyl Gona
kg I ses ol e ey e dp b i
Ll e e Lol 3aUl o (1) 5ad 3 ade o puailt e e (g pom ¥ ()
TIPRIC SEVER [ PR U-VAN [ PR ICOSS LR W JORT S Y PO TP W
Lol 2823y Dyl clinot e Les 8tz adls Woa iy L2 505
o Lgedhanty B3la 550, HleVls sl anudly laga sl sl ol
U 5,5 o 28 w5 e gz B Dpas il 23 )1
Cdmy ol el oy CSS L)
aibl sl i 3 Gl L gl o il 22 gl JHL) )56 ()
el o o pas g Jl im0y o LY edg Uiy und g0 Lkl ope
LSJ':"; 2 g Ji oA di ﬁ | o Ji S b gﬁi C.J-"JJ_;:—.'” oL
WY aig sy Jy 2l dan dilezs
(g €IS B
AP TVTS PR EN AP FIWEN VT E
Shlas iU et ©Ukaall, Ladld)l 38,201, JUikly atagdt o JS s (1)
Jﬁd-“ uJ u.:...“ u.....-L:vJ.l 1.‘.}:.-.” ﬁu_'i_g ;’.UJ} t[’Cuj L@.La_C L-Jlgﬁ ‘_,J
iclio b iele liay L Jyanlly Ul il &L.bﬁU 1ad,, "a"
o iy b ey W e a3l Bu elag oliSs o Jy 2l



‘Yo Y‘.oi.;_.i.lJ‘,.qu.é(@U) VY sowdl = i J1 305 4

(c)

(f)

(a)

In the event of any such sale under this paragraph (d). the proceeds

{rom such sule shall be divided in the following manner:

CONTRACTOR shall be entitled to reimbursement of its

unrecovered cost, 1l any, 1n such 1tems and the excess, if any, shall
be paid 10 EGPC.

The exemption provided for 1n Articte XII (a) shall not apply to
any mmported 1items when items of the same or substantially the same
kind and quahty are  manufactured  locally  meeting
CONTRACTOR's and/or Operating Company's specifications for
quality and safety and are available for imely purchase and delivery
in the A.R.E. at a price not higher than ten percent (10%) of the cost
of the imported 1tem, before customs duties but after freight and

Insurance costs | if any , have been added.

CONTRACTOR, EGPC and their respective buyers shall have the
right to freely export the Petroleum produced from the Area
pursuant to this Agreement: no license shall be required, and such
petrolcum shall be excmpted trom any customs duties, any taxcs,
levies or any other imposts in respect of the export of Petroleum

hereunder.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

EGPC, CONTRACTOR and Operating Company shall cuach
maintain at their business offices in the A_R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted  accounting practices generally uscd in the petroleum

mdustry, and such other books and records as may be necessary to
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(b)

show the work performed under this Agreement, including the
amount and value of all Peuoleumn produced and saved hereunder,
CONTRACTOR and Operating Company shall keep their books of

account and accounting records in United States Dollars.

Operating Company shall fumish to the GOVERNMENT or its
representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such reiurns shall be prepared in the
form requircd by the GOVERNMENT, or its rcpreséntative and
shall be signed by the General Mzinager or by the Deputy General
Manager or a duly designaied deputy and delivered to the
GOVERNMENT or its representative within thirty (30) days after

the end of the month covered 1n the retum.

The aforesaid books of account and other books and records referred
to above shall be available at all reasonable times for tnspecticn by

duly authorized representatives of the GOVERNMENT.

CONTRACTOR shall submit 10 EGPC a Profit and Loss Statcment
of 1its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show 1ts 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 same Tax Year to EGPC. The Balance Sheet and
financial statements shall be certified by an Egyptian certified

accounting firm.
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{4}

(b)

{c)

{)

Y '

ARTICLE X1V
RECORDS, REPORTS AND INSPIECTION

CONTRACTOR and/ar Operating Company shall prepare and, al
all times while this Agreement is in force, maintain  accurate and
curvent records of its operations i the Area, CONTRACTOR and/or
Operating Company shall furmish the GOVERNMENT or s
representative, in conformity with  apphicable regulations or as the
GOVERNMENT or its representative may reasonably require
wformation and data concerning s operations under this Agregment,
Operating Company will perform the functions indicated yn thig
Article XTV in accordance with s role as specified in Article VI

CONTRACTOR and/or QOperating Company shall save and keep
for a rcasonable penod of time & representative portion Of each
sample of cores and cuttings taken from drnlhing wells, to be
disposed of, or forwarded to the GOVERNMENT or s
representative in the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/or Operating Company
for their awn purposes shall be considered available for inspection at
any reasonable time by the GOVERNMENT or s representatives.

Unless otherwise agreed to by EGPC, in case of exporting any rock
samples outside A R.E., samples equivalent in size and quality shali,
hefore such exportation, be delivered to EGPC as vepresentative of
the GOVERNMENT.

Originals of records can only be exported with the permussion 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 @ mondtor or a comparable record, f avalable, 18
maintained tn the A.RE. and provided that such exports shall be
repatriated 10 ARE, promptly following such processing or analysis
an the understanding that they belong to EGPC.,
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(e)

During the period when CONTRACTOR is conducting the
Exploration operations, EGPC's duly authorized representatives or
employees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and to inspect atl assets, records and data kept by
CONTRACTOR. EGPC's representative, in exercising its rights
undger the preceding sentence of this paragraph (¢}, shall not interfere
with CONTRACTOR's operations, CONTRACTOR shall provide
EGPC with copics 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
imformation in CONTRACTOR's possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may, after the seventh {7V} year of the Exploration
period or the date of termmination of this Agreement, whichever i1s the
earhier, show any other party uninterpreted basic geophysical and
veological data (such data to be not less than one (1) year old unless
CONTRACTOR agrees to a shorter period, which agreement shall
not be unreasonably withheld) with respect to the Area, provided that
the GOVERNMENT and/or EGPC may at any time show another
party such data directly obtained over or acquired from those parts of
the Area which CONTRACTOR has relinquished as long d4s such
data 1s at least one (1) year old.
ARTICLE XYV
RESPONSIBILITY FOR DAMAGES

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

such operations.
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Howcver, 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
exempted 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 1mposing 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
period 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 LEGPC, 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,
be entitled to make recasonabie usc of the machinery and 1nstruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such represeniatives shall be given reasonable
assistance by the agents and employees of CONTRACTOR or Operating
Company so  that none of the activitics shall endanger or hinder the
safety or efficiency of the operatons. CONTRACTOR or Operating
Company shall offer such representatives all privileges and fucilities
accorded to its own cmployees in the field and shall provide them, tree of
charge, the use of reasonable office space and of adequately furmished
housing while they are 1n the field for the purpose of facilitating the
objectives of this Article. Without prejudice to Article X1V (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.
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ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

() It 15 the desire of EGPC and CONTRACTOR that operations

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

(1) The expatriate administrative, professional and technical
nersonnel employcd by CONTRACTOR or Operating
Company and the personnel of its contractors for the conduct
of the operations hercunder, shall be granted a residence as
provided for in Law No. 89 of 1960 as amended and Ministerial
Order No. 280 of 1981 as amended, and CONTRACTOR
agrees that all immigration,  passport, visa and employment
regulations of the A.R.E., shall be applicable to all ahen
employees of CONTRACTOR working in the A.R.E.

{2y A minimum of tweny-five percent (25%) of the combined
sularies and wages of each of the expatriate administrative,
professional  and  technical pcrsonnel  employed by
CONTRACTOR or Operating Company shall be paid monthiy
in Egyptian Currency.

(by CONTRACTOR and Opcrating Company shall each sclect 1ts

emplovees and determine the number thercof, to be used for

operations hereunder.,

(c) CONTRACTOR. shall after consultation with EGPC, prepare and
carry out specialized traimng programs for all 1ts A.R.E. employecs
engaged in operations hereunder with respect to  applicable aspects
of the petrolcum industry. CONTRACTOR and Operating Company
undertake to replace gradually their non-executive expatriate staft by

uathified natonals as they are available.
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() During any of the Exploration phases, CONTRACTOR shail give

(a)

mutually agreed numbers of EGPC employees an opportunity o

attend and participate 0 CONTRACTOR's and CONTRACTORs

Affiliated Companies training programs relating to Exploration and
Development  operations. In the event that the {otal cost of such
programs ts less than sevenly five thousand (U.53575,000} United
States Dollars in any Financial Year dunng such  peniod,
CONTRACTOR shall pay EGPC the amount of the shortfall within
thirty (30) days fellowing the end of such Financial Year. However,
EQGPC shall have the right that said amount seventy five thousand
(11.8.$75,000) United States Dollars allocated for training, be paid
divectly 1o EGPC for such purpose.
ARTICLE XVIil
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shall be subject to Law

No. 66 of 1953 (excluding Article 37 thereof} as amended by Law
No. 86 of 1956 and the regulations ssued for the impicmentation
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 ARE. provided that no regulations, or modification or
interpretation thereof, shall be conirary to or inconsistent with the
provisions of this Agreement.

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

provisions of the Law No. 4 of 1994 concerning the environment and
itg executive regulation as may be amended, as well as any laws or
regulations may be issued , conceming the protection of the

gnvironment



Yoo imidpy V 3 (b)) YVoud) - daan Jhoa bl YA

it ¢ Jrdll Sl o pas () AW EUI b aas 5y e Ltz ()
i p g Aly LSl G Oldaadly LI 48,2005 J 5Ll i gl
TSI DUEC S| RS N EI | U O @ N PPN s JUTE
Sl e Loy il Loty Blall Ze d e iy )y Slad | iy o
Sy G ol s pdaas o] aals) 5l as | er il W e 41 Jy T e
o piall peaing 253l JS5 Ly (LPG ) JULM S, 201 e Je 2o, Al
Latill oleadd lasty wlhadly LN Olays e Jo,d5 of oSy
R 0 I N PP P R VO S | PRI US [P | PR T
il ealid s oY Slasp &l e ol DUl Lk e 3t 3]
ULl e B T e

Lkl JIyb &, Lty i 3UY! sd compe JLibEy L gl Ll Gyds ()
Leloans o b pis Ky Y L by 2l 30 ALY dasls 1y S5
Sl LYt by 5,83l sudladd ! GLBYE oSl @ sl f glisYL Y
koY A3V L e

Pl o Lab gliey Lol L) 357,831, Il [ 5kin s ()
a5l 28 20y Jyll e gy ¢ 23V 0de 8 g Aol ] 1SN
W iear pold &) Guiadl U o g Sy Uiny e yliay LA sl
LU 0db o g gt Y G ail Y S e e )KL
C WL 5 L

Sl Lalill 28,800 J Uikl Ll dws o« sl eds ol2Y, ()
gl il ) JS o gl LT 0 oy lsliag o0y Lias

ikl i e Lolidl il \ein s 2 LUt st 4l
RPN ISP TN



WA Y0 ik V() Y sl - da g A

(C)

(d)

(€)

)

Except as provided in Article HI (g) for Income Taxes, EGPC,
CONTRACTOR and Operating Company shall be exempted from
all taxes and duties, whether imposed by the GOVERNMENT or
municipalities including aumong others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracling, producing,
exporting or transporting of Petroleum and LPG as well as any and
all withholding taxes that might otherwise be imposed on dividends,
interest, technical service fees, patent and trademark royalties, and
simifar items. CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR, or distributions of any income
to the shareholders of CONTRACTOR, and from any tax on capital.

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

The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which are
duly issued by the GOVERNMENT apply from time to time and are
not in accord with the provisions of this Agreement, such
regulations shall not apply to CONTRACTOR, Operating Company

and their respective contractors and sub-contractors, as the case may be.

EGPC, CONTRACTOR, Operating Company and their rvespective
contractors and sub-contractors shall for the purposes of this
Agreement be exempted from all professional stamp duties, imposts
and levies imposed by syndical {faws with respect to their documents
and activities hereunder.
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(2} All the exemptions from the apphlication of the ARE. laws or
repulations granied to EQGPC, 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 XiIX
STABILIZATION

In case of changes in existing legislation or regulations applicable (o the
conduct of Exploration, DPevelopment and production of Petroleum,
v:hich take place after the Effective Date, and which significantly affect
the economic interest of this Agreement 0 the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation 1o
remit 10 the AR.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
or regulatory measure and aiso the consegquent effects upon issuing
lepislation or regulation which impact on the stabilization. In such case,
the Parties shall negotiate possible modifications to this Agreement
designed to restore the ecenomic balance thereof which existed an the
Effective Date.

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

Agreement within ninety (90) days from aforesaid notice.

These amendments 1o this Agreement shall not in any event diminish or
increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

In case of the parties' {ailure to solve the disputes , Article XXIV of this
Agreement shall be applied .



VY

(g9 pusdl BILN)
b ke d | B2

Sty 0 pla 155 s ol b g b R B 5 (D)
il S e s o dapSad) e 61 ¢ L1 QLY 5l g3l
by oy S Y] o uazis Kkl e ke Jymad | 5 Gl Z Y e
LS+ 052 dn a3l JI 25 s 53l oolodeally 2 lal 48,201 e
lagin gl ol v W Kis g o) s Je iz o} Tiayl 2 Sml) 5o,
i daidasl | Mg e oo LaxiV aiey s Wl

Jplilly gl i pmes domy ¥ MV i oy Y ALl J2a 5 ()
e oLty o0 li Solgmy o8 seratld Jpeo Il oy s llaig Lagudie S
S W |

Jis gl e Mzl Ll L gl 15 oyt g Y1 e Sls¥) o ()
J@F;JQMQMQT,i‘ e 51 3l a3ldy Sl s 5 ol
Mo 1o g0 sl LG gl iy b5 & gt | sy s
230 5 23207 Lo S 515 0,85 Geaw U LD oty e Mzl f W i ()
Dbl B L e MW S e YalS Lia s J Lty Ty
PR T |J,¢,;|.,,=::_,=J1J|,;,‘slmsm

Ja i oy dus o5 | dir ezl Lo S ol Jul8T 0 Uy L g2 olads (1)
eV e e 550Y S e aie b yuaies

SU 3 e Y e e o g Tmnets Sy 5 sl 015 ¢ U5 pas

S Dyl JE e o gt dimaid] AL adisy L (5) 5,880 0ds p pyits

AEN] PRSI NE N PN I WEE UV [P X Sy (XL IRCARN)

Ag) 5,8 Tl 33U Gad Wb Joliald iy sl ade J el



(&)

(b)

(C)

(@)

VEY Yo o dwddy V 4 (b)) YY suadl — s Jl s 3
HV P\

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 Operaiing Company to increase such production to the
utmost  possible maximum. The GOVERNMENT may also
requision the O1l and/or Gas field itsell 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 Ministerial Order.
Any requisition of an Oil and/or Gas field, or any related facilities
shall be elfected 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 is maintained, including;

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

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

However, any damage resulting from enemy attack is not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid 10
CONTRACTOR for Petroleumn taken shall be calculated in
accordance with Article VII (c).
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ARTICLE XX1
ASSIGNMENT

(3) Netther EGPC nor CONTRACTOR may assign ta a person, firm or
corporation, in whole or in part, any of i{s nghts, privileges, duties or
obhigations under s Agreement either directly or mdirectly without
the written consent of the GOVERNMENT and i all cascs priority
shall be given (o BGPC if i so desire o obtain the interest ntended
to be assigned subiect {0 paragraph {e} of this Article.

{b} To enable consideration to be given to any request fov such consent,
the following conditions must be fulfilled:

{1} The obligations of the assignor deriving from this Agreement
must have been dudy fulfilled as of the date such request is

made,

(2} The instrument of assignment most include provisions  stating
precisely that the assignee is bound by all  covenants contained
in this Agreement and any modificattons or additions in
writing that up to such time may have been made. A draft of
such instrurment of assignment shall be submitted to EGPC for
review and approvai betore being formaily executed |

{} Any assignmenl, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXI shall be free of any
transfer, capital gains taxes or relafed taxes, charges or fees
mcluding without hmiation, all Income Tax, Sales Tax, Value
Added Tax, Stamp Duty, or other Taxes or similar payments,

(d) As long as the assignor shall hold any interest under this
Agrecment, the assignor together with the assignee shall be jointly
and severally liable for all duties and obligations of CONTRACTOR
under this Agreerpent.
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(e) Once the assignor and a proposed third party assignee, other than an
Affiliated Company or a CONTRACTOR MEMBER, have agreed
the final conditions of an assignment, the assignor shall disclose such
final conditions in a written notification to EGPC. EGPC shall have
the right to acquire the interest intended to be assigned, if within
sixty (60) days from assignor's written notification, EGPC delivers 1o
the assignor a written notification that 1t accepts the same conditions
agreed to with the third party assignee. If EGPC does not deliver
such notification within such sixty (60) day period, the assignor shall
have the right to assign to the proposed third party assignee, subject
to the Government approval under paragraph (a) of this Article.

In the event that EGPC exercises its option to acquirc the interest
intended to be assigned and if a joint operating agreement is not
aiready existing among the CONTRACTOR MEMBERS including
the assignor, EGPC and CONTRACTOR shall negotiate in good
faith to enter into a joint operating agreement, according to the
model published by the Association of International Petroleum
Negotiators to finalize such agreement within one hundred and
twenty (120) days from EGPC's notification. If EGPC and
CONTRACTOR cannot agree on a joint operating agreement within
such one hundred and twenty (120) day period, the assignor shall
have the right to assign to the proposed third party assignee, subject
to the Government approval under paragraph (a) of this Article.

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shalil have the right to cancel this Agreement

by Order or Presidential Decree, with respect to CONTRACTOR, in
the following instances:

(1} 1f it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration for

the execution of this Agreement;

(2} If it assigns any interest hereunder contrary to the provisions of
Article X XTI
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{(3) W 1 is adjudicated bankrupt by a court of competent
Jurisdiction;

(4) If it does not camply with any tmal decision reached as the
result of court proceedings conducted under Article XXIV{a}

{8} If it intentionally exiructs any mineral other than Petroleum not
authorized by this Agreement or without the authority of the
JOVERNMENT, cxcept such extractions as may be
unavoidable as the result of the operations conducted hereunder
in accordance with accepled petroleum industry practice and
which shall be notified to the GOVERNMENT or its
representative as soon as possible; and

(6} if it commits any mateniai breach of this Agreement or of the
provistons of Law Na. 66 of 1953, as amended by Law No. 86
of 1956, which are not coniradicted by the provisions of this
Agreement.

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

(b)Y If the GOVERNMENT deems that one of the aforesaid causes
(other than a force majeure cause referred to i Article XXIII) exists
to cancel this Agreement, the GOVERNMENT shall  give
CONTRACTOR ninety {903 days written notice personally served on
CONTRACTOR's General Manager i 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
is impossible due to unnotified change of address, publication in the
Official  Journal of the GOVERNMENT of such notice shall be
considered as valid service upon CONTRACTOR. If at the end of the
said ninety (90) day notice period such cause has not been remedied
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and rermoved, this Agreement may be canceled forthwith by Order oy
Presidential Degree as aforcsaidi  provided however, that if such
cause, or the falure to remedy or remove such cavse, results from
any act or omission of one party, cancellation of this Agreement shali
be effective only against that party and not as agamst any other party
hereto,
ARTICLE XXIi1
FORCE MAJEUREK

(2} The non-performunce or delay in performance by EGPC and
CONTRACTOR, or cuher 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 peniod of
any such nor~-performance or delay, together with such perod as
may be necessary for the restoration of any damage done dunng
such delay, shall be added to the time given in this Agreement for
the poerformance of such obhgation and for the performance of any
obligation dependent thereon und consequently, to the term of tins
Agreement, but only with respect 1o the block or blocks affected.

(b) "Force Majeure” within the meanng of this Atticle XXIII shal] be
any act of God, inswrection, riot, war, strike, and other labor
disturbance, fires, flooeds or any cause not due to the faull or
negligence of BEGPC and CONTRACTOR or either of them,
whether or not similar to the foregoing, provided that any such cause
is beyond the rcasonable conteol 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 respansibifity
whatsoever 10 EGPC and CONTRACTOR, or either of thern for any
damages, restrictions or loss arising in consequence of such case of
force majeure hereinafter referred o in this Article.
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(d) [If the force majeure event occurs during the initial Exploration

(a)

(b)

(c)
(d)

period or any extension thereof and continues in effect for a period
of six (6) months CONTRACTOR shall have the option upon ninety
(90} days pnor written notice to EGPC to terminate its obligations
hereunder without further liability of any kind.
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 appropriate courts of A.R.E. to settle any dispute
arising on the interpretaiion or the execution of any term of this

Agreement.

Any disputc, 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
etfect on the date of this Agreement , the approval of the Minister of
Petroleum 1s provided in case EGPC only turn to arbitration. The

award of the arbitrators shall be final and binding on the parties.
The number of arbitrators shall be three (3).

Each party shall 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 cluimant in writing of
the name of the arbitrator he appoints, the claimant may request the

Center to appoint the sccond arbitrator.
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(e)

(1)

(g)

(h)

The two arbitrators thus appotnted shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunat. If within thirty
(30) days after the appointment of the second arbitrator, the two
arbitrators have not agreed upon the choice ot the presiding
arbitrator, then ewither party may request the Secretary General of the
Permanent Court of Arbitration at the Hague 1o designate the
appointing aathority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shali be a person ot a nationality other than
A R.E. or Greece and of a country which has diplomatie relations
with A.R_E. and Greece and who shall have no economic interest In

the Petroleum business of the signatorics hereto.

Unicss otherwise agreed by the parues to the arbitration, the
arbitration, mcluding the making of the award, shall take place in

Canro. A.R.E.

The deciston of the arbitrators shall be final and binding upon the
Parties ,including the arbitration fees and all the related ssues and
the execution of the arbitrators decision shall be referred to the

appropriate courts according 1o the Egyptian laws.

Egvpuian Law shull apply (o the dispute excepl that in the event of
any conflict between Egyptian Laws and this Agreement, the
provisions of this Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducted in both Arabic and

English languages.
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(1)

(a)

EGPC and CONTRACTOR agrec that if, for whatever reason,
arbitration in accordance with the above proccdure cannot take
place, or is likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's night to
fair arbitration, all disputes, controversies or claims arising out of or
relating 1o this Agreement or the breach, termination or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effecuve Date.
ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of EGPC
and CONTRACTOR hercunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed as constituting an  association or cotrporation or

partnership.

(b) Each CONTRACTOR MEMBER shall be subject to the laws of the

place where it 1s incorporated regarding its legal status or creation,
organization, charter and by-laws, shareholding, and ownership.
Each CONTRACTOR's MEMBER shares of capital which are
entirely held abroad shal! 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 in the A.R.E.
CONTRACTOR shall be exempted from the application of Law No.
159 of 1981 as amended.

(¢) All CONTRACTOR MEMBERS shall be jointly and severally

iable for the performance of the obligations of CONTRACTOR

under this Agrcement.
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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)

(D)

Give prionity 1o focal contractors and sub-contractors, mcluding
EGPC's Affiliated Companies as long as theuwr performance s
comparable with tntermational performance and the prices of their
services are not higher than the prices of other contractors and

sub-contractors by more than ten percent {10%).

Give preference (o locally manufactured material. equipment,
machinery and consumables so long as their quality and time of
deliverv arc comparable to mtemationally available material,
equipment, machinery and consumables. However, such matenal,
equipment, machinery and consumables may be imported for
operations conducted hercunder if the tocal price of such items at
CONTRACTOR's or Operating Company's operaling base in A.R.E.
is more than ten percent (109%) higher than the price of such
imported items before customs dutics, but after transportation and

insurance costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agreement shall, before the approprate

courts of A.R.E.. be referred to in construing or interpreting thig

Agreement ; provided however , that 1n any arbitratton pursuant (o
Article XXTV hercin above between EGPC and CONTRACTOR the

English and Arabic versions shall both be referred to as having equal

force In construing or interpreting the Agreement.
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ARTICLE XXVIII
GENERAL

The headings or titles 10 each of the Articles 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

ASSIGNMENT OF EGYPTIAN GENERAL PETROLEUM
CORPORATION

EGPC assigns all its rights and obligations under this Agreement to the
General Petroleum Company in the AR.E. in respect of the following
articles :

Article 11 : Grant of Rights and Term , paragraphs (a) .(f) and (g), rights
and obligations of sole risk shown in paragraph (c) (iv).

Article VII : Cost Recovery and Production Sharing
Article VI : Title to Assets

However , EGPC together with the General Petroleum Company in the
A_R.E. shall be jointly and severally liable for all assigned duties and
obligations under this Concession Agreement.

THE GENERAL PETROLEUM COMPANY
BY: -

VEGAS OIL & GAS S.A.
BY & momm e e e e -

THE EGYPTIAN GENERAL PETROLEUM CORPORATION

L4
B I . T WA A T Al o A e e e e ey Y W) NN S P WS W N WY P WSS W W W W

THE ARAB REPUBLIC OF EGYPT
BY & mmm o m e



Yoo ity V 3 (b)) YWouddl - Law Jisa ] AN

(gl Bald!)
rAIT Ty LS YL
Sled! e 0950 i ol s o Lo LT e (Y ojle LW sda S5
odb Jo oz s dndlislede Jo aod il mdl i dado g ep (S Lazall
iy W W loes oS pu i gl e LAl iy o 1 0 W33 JolS 23UV
Wyl iy o )Sd e L3N iy

vull o gl il ) (9] ekt 45 5



ARTICLE XXX

APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unfess and until & law 15 issued by the competent authortties 0f the
A.R.E. agthonzing the Minister of Petroleum (o sign this Agreement
and giving this Agreement {ull force and effect of law notwithstandmg
any countervailing Governmental enactment , and the Agreement 18

signed by the GOVERNMENT, EGPC, and CONTRACTOR.

YEGAS OIL & GAS SA.

-
| 3
- e ] W VLA ot e e cvdes ke e e — e e e o= e W P ek el e ———— U N B W W T e T A ALt
~

THE EGYPTIAN GENERAL PETROLEUM CORPORATION

-
8 ? [ B TR TRTTRRT TR TET T ip—— W W R B BB RELR L K W L R T e i L Bl
-

THE ARAB REPUBLIC OF EGYPY
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
YEGAS OIL & GAS S.A.
IN

ALAM EL SHAWISH WEST AREA
WESTERN DESERT
AR L.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B’ is a provisional tllustrative map at an approximate scale of

1:500 000 showtng the Area covered and affected by this Agreement,

- The Area measures approximately one thousand and seventy five
square kilometers (1075 km=) of surface Area. I is composed of all or
part of Exploration Blocks, the whole Blocks are defined on three (3)

minutes latitude by three (3) minutes longitude grid.

- It 1s to be noted that the delineation lines of the Area in Annex "B" are
intended to be only ilustrative and  provisional and may not show
accurately their true position in relation to existing monumenis and

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

BOUNDARY COORDINATES
OF
ALAM EL SHAWISH WEST AREA
iN
WESTERN DESERT

LONGITUDE

LATITUDE
No. | —— . 3 ——— — e ————
| 297 48 00" -—‘ 287 15 Q0"
2 29% 24" 00" 28% 15 00"
3 29° 24" 00" 28° 00" 00"
4 Y T 28° 00" 00"
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ANNEX (B)
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ANNEX "C"
Letter of Guaranty
Letter of Guaranty No. --- (Cairo ---«=--==--- 2005)
EGYPTIAN GENERAL PETROLEUM CORFPORATION.

Gentlemen,

tThe undersigned, National Bank of Egypt as Guarantor, hereby
cvarantees  to  the EGYPTIAN  GENERAL PETROLUEM
CORPORATION (hereinafter referred to as * EGPC "} to the limit of
twenty three million U.S. Dollars ($23,000,000), the performance by
VEGAS OIL & GAS S.A. (hereinafter referred to as "CONTRACTOR")
of their obligations required for Exploration operations to spend &
mintmum of twenty three million U.S. Dollars ($23,000,000) during the
imrtial three (3) year of the Exploration period under Article IV of that
certain  Concession Agreement (hereinafter referred to as the
"Agreement") covering that Area described in Annexes "A" and "B of
said Agreement, by and between the Arab Republic of Egypt (herematter
referred to as "A.R.E"), EGPC and CONTRACTOR, dated ------- :

fL 1s understood that this Guaranty and the lLability of the Guarantor
hereunder shal! be reduced quarterly, during the period of expenditure of
said twenty three million U.S. Dollars ($23,000,000) by the amount of
money expended by CONTRACTOR for such Exploration operations
during each such quarter. Each such reduction shall be established by
the joint written statement of CONTRACTOR and EGPC.

In the event of a claim by EGPC of non-performance or surrender of the
Agreement on the part of CONTRACTOR prior to fulfillment of said
minimum expenditure obligations under Articte IV of the Agreement,
there shall be no liability on the undersigned Guarantor for payment to
EGPC unless and until such liability has been established by wrnitten
statement of EGPC setting forth the amount due under the Agreement.



Y0 G iy ¥ 3 () YWouadl - D IS bl VYY

- L] o pleall plles 3 b 2iy
a8 s abalt 05 131 Y1 il s L el ollas s W1 =
i 5l ol atmgdly s Tl oy 3L 5L gl oLl e
LYol ol )l oo o i dpyl wileiall ods peass L 325101 o pat

B yeS Al

L LS e pleall bl gmn Jls o ey =¥

3T wil s gyl gl (V) sy lie (F) &M aay ()

S L JERCT{ DU FCHI DS FIR A {TIFS [0 U PO SIS AT 0
S W3 e aus ol GLBYL 21U 3Nl s byl J5 Ll gt i
* el e,

o0 1 b bl 1 o e pLadl i 3 s 6 16 JWIL, - ¥
s 3 )l gt A28 3 B ST o ol ol Ll
 3hages Jy\ahl adiny o A1 AL

s aledall s g adl Ll GLYL WL o o dyW of (B

il I oy pall B sl iy oy o Jslall o (0

L] wie sl bl peay o 31 Ll L plaadl ol sled < )

PR R E J i | gheinds o
O*
ol o



WE Y i VS () YV saadl = daa a4

It 1s a further condition of this Cruaranty fhat:

{1

{2}

(3)

This Letter of Guaranty will become avaiiable only provided tha
the Guarantor will have been informed in wnting by
CONTRACTOR and EGPC that the Agreement belween
CONTRACTOR, A.R.E. and EGPC has become effective according
to iis ferms and said Guaranty shall become effective on the
Effective Date of said Agreement.

This Letter of Guaranty shall in any cvent automatcally expire:

(a) Three (3) years and six (6) months after the date it becomes

effeciive, Or

(b) At such ume as the total of the amouunts shown on quarterly
joint statements of EGPC and CONIRACTOR equals or
exceeds the amount of said minimum expenditure cbligation,
whichgver s earler.

Consequently, any claim, in respect thereof should be made to the
Guarantor prior {o sither of said expiration dates at the iafest
accompanied by EGPC's written statement, setting forth the amount
of under-expenditure by CONTRACTOR 1o the effect that
(a) CONTRACTOR has failed to perform its expenditure

ohligations referred {0 in this Guaranty, and

(b) CONTRACTOR has failed to pay the ¢xpenditure deficiency to
EGPC.

Please return to us this Guaranty in the ¢vent it does not become

effective, or upon the expiry date.
Y ours Faithfully,

ACCOUNANT | mmmmme e rmm s s et wares e

MANHAGET © mevmmmmmssbtrim o i =+ s i o=
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ANNEX "D"
CHARTER OF OPERATING COMPANY
ARTICLEI

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
referved to below und of thus Charter.

The Company shall be subject to all laws and regulations 1in force 1n the
AR.E. (0 the extent that such laws and regulations are not inconsistent

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

The name of the Operating Company shall be mutaally 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 II1
The Head Office of Operating Company shall be in the A.R.E. in Cairo.
ARTICLE IV

The object of Operating Company is 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 n
ALAM EL SHAWISH WEST AREA , WESTERN DESERT descnibed therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery pursuant
to Work Programs ana 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 "E" thereto,

Operating Company shall not engage in any business or undertake any
activity beyond the performance of suid operations unless  otherwise
agreed upon by EGPC and CONTRACTOR.

ARTICLE YV

The authorized capital of Operating Company is twenty thousand
Egyptian Pounds divided into five thousand shares of cormnmon stock
with a value of four Egyptian Pounds per share having equal voting

rights, fully paid and non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and own, throughout
the life of Operating Company, one half (1/2) of the c¢apital stock of
Operating Company provided that only in the event that either party
should transfer or assign the whole or any percentage of ifs ownership
inierest in  the entirely of the Agreement, may such transferring or
assigmng  party teansfer 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 fransfer and assign a siock mterest
in Operating Company equal to the transferred or assigned whole or

percentage of its ownership interest in the entively of the said Agreement,
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ARTICLE VI

Operating Company shall not own any right, title, intercst or cstate in or
under the Agreement or any Development Lease created thereunder or in
any of the Petroleum produced from any Exploranon Block or
Development Lease thereunder or in any of the assets, equipment or
other property obtained or used in connection therewith, and shall nol 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 it i1s indicated herein that Operating
Company shall decide, take action or make a proposal and the like, it 1s

understood that such decision or judgmenti is the result of the decision or
judgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR, as

may be réquired by the Agreement.
ARTICLE VIII

Operating Company shall have a Board of Directors consisting of etght
(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 Managing Director. CONTRACTOR shall

designate the General Manager who shall alsc be a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shall be valid tf & majority of the
Dirvectors are present and any decision taken at such meetings must have
the affirmative vote of five (3} or more of the Directors; provided,
however, that any Director may be represemnted and vote by proxy held by
anothey Director,

ARTICLE X

Genergl meetings of the Shareholders shall be valid if a majority of the
capital stock of Operating Company s represented thereat. Any decision
taken at such mectings must have the affirmative vote of Sharcholders
owmng or representing a majority of the capital stock.

ARTHCLE X1

The Bourd of Directors shall approve the regulations covenng the terms
and conditions of employment of the personnel of QOperating Company
employea divectly by Operating Company and not assigned  thereto by

CONTRACTOR and EGPC.

The Board shall, 1n due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by
a General Meehing of the Shareholders, in accordance with the

provisions of Article X hereof,
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ARTICLE XI

Operating Company shatl come into existence within thuty {30} duys
atter the date of 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 Agrcement (uniess othcrwise

agreed by EGPC and CONTRACTOR).

The duranen of Operating Company shall be for a period equal to the

duration of the said Agreement, including any renewal thereof.

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

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

VEGAS OIL & GAS S.A.
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE L
GENERAL PROVISIONS

{a} Definitions:

The definitzons contamed in Article § of the Agreement shali appiv (0

this Accounting Proceduere and have the same meanings.

{h} Statemnents of activity:

(1) CONTRACTOR shall, pursuuant to Article 1V of 1his

(_

Acreement, amnd untif the coming into existence of the
QOperating Company - 1 accordance with Arucle Vi of the
Agreement - render to EGPC withir thirty (30) days of the ond
ot each calendar quarter a Statement of Explotation  Achivity
reflecting all charges and credits velated to the  Exploration
Operations for that quarter summarized by appropriale

classifcations indicative of the nature thereof.

Following its coming into existence, Operating Company shall
render o BEGPC and CONTRACTOR within fifteen (15} days
of the end of each culendar Quarter a Statement  of
Development and Exploration Activity reffecting all charges
and credits veluted to the Development and  Exploration
operations for that gquarter summanized by  appropriate
classifications indicative of the nature thereof, except thal items
of controtiable material and wnustal charees and credits shall

be detailed.
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(¢) Adjustments and Audits:

(1)

Each quarterly Statement of Exploration Activity purstant to
Article 1 (b) (1) of this Annex shall conclusively be presumed
t0 be true and corrcet after three (3) months  following the
receipt of cach Statement by EGPC unless withtn the said three
(3) months EGPC takes written exception therete pursuant to
article TV (1) of the Asgrcement. During the suid three (3)
month period  supporting documents will be available tor

inspection by EGPC during all working hours.

CONTRACTOR will have the same audit rights on Operating

Company Statcments as EGPC under this sub-paragraph.

All Statements of Development and Exploration Actrvity for
any calendar quarter pursuunt 1o Articie 1 (b) {2) of this Annex.
shall conclusively be presumed to be true and correct three (3)
months following the receipt of such Stutement, unless withun
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 sume manner

as provided 1 Article IV (f) of the Agreement.
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(d)

{e}

(1)

(g}

Currency Exehange;

CONTRACTOR's books for Exploration and Operating Company's
baoks for Development and Exploration, if any, shatl be kept 1n the
ARE in US. Dollars. All ULS, Dollars expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
shalt be converted 10 U.S. Dollars at the applicable rate  of
exchange issued by the Central Bank of Egypt on the first day of
the month in which expenditures are recorded, and all other
non-U.S. Dollars expenditures shall be translated to U.S. Dollars at
the buying rate of exchange for such currency as gquoted by National
Westminster Bank Linnted, London ar 1030 am GMT., on the
first day of the month in which expenditures are recorded. A record
stiadl be kept of  the exchange vates used in translating Egyphan

Pounds or other non-ULS Dollars expendinres to US. Dollurs.

Precedence of Documenis:

in the event of any inconsistency or conflct between the provisions
of this Accouniing Procedure and the provisions of  the Agrecment
neating the same subject dificrenily, then the provisions of the
Agreement shali provatl,

Revision of Accounting Procedure:

By mutual agreement between EGPC and CONTRACTOR, this
Accouniing Procedure may be revised in writing from time 10 e
i the light of future arrangements,

No Charge for {nterest on Investment:
Intercst on investment oy any bunk fees, charges or commissions

related to any bank guarantees shadl not at any time be charged as
recoverabie costs umier the Agreement.
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES
Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through Operating Company, pay the foltowing
costs and expenses, which costs and expenses shall be classified and
altocated 1o the activities according to sound and  generally accepled

accounting principles and treated and recovered in accordance with
Article VII ol this Agreement:

{a} Surface Righis:

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

{h} Labor and Related Costs:

(1} Salaries and Wages of CONTRACTOR's or Operafing
Company's employees, as the case may be, directly engaged in
the various activitics under the Agreement includmg  salarnies
and wages paid to geologists and other employees who are
temporarily assigned to and employed in such activines. Such
salarics and wages 1o be certtfied by a cerified public
accounimg fimm.

Reasonable revisions of such salaries and wages shall be
effected 1o take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salaries. For the
purpose of this Article B (b} and Actigle JT (¢} of this Annex,
safarres and wages shall mean the assessable amounts for
A.RE. Income Taxes, in¢luding (he sataries during  vacations
and sick leaves, bt excluding all the amounts  of the other

items covered by the percentage fixed under (2} below,
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(2) For expatnate employees permanently assigned to Egypt:

1

g

i

3.

All allowances applicable to salanes and wages;
Cost of established plans; and

All travel and relocation costs of such expatriate
cmployees and their families to and from the employee's
country or point of origin at the time of employment, at
the time of separation, or as a result of transfer from one
location to another and for vacation (transportatioﬁ costs
for 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 I1 ( b }( 2 ) shall be deemed
to be equul to seventy percent { 7/} %) or applied
percentage, which is lesser, of basic salarics and wages
paid for such expatriate personnel including those paid
during vacations and sick leaves as established mn
CONTRACTOR's international policies, chargeable
under Article Il (b) (1), Arocle I (1), Article I1 (K) (F)
and Article 11 (kK)(3) of this Annex.

However, salaries and wages duning vacations, sick
leaves and disability are covered by the foregoing
percentage. The percentage outlined above shall be
deemed to refiect CONTRACTOR's actual costs as of
the Effective Date with regard to the following benefits,
allowances and costs ;-

1. Housmg and Utilites Allowance.

2. Commodities and Services Allowance.

3. Special Rental Allowance .
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tQ.

11.

13.
14.
13,

16.

17

Vacation Transportation Allowance.
Vacation Travel Expense Allowance.
Vacation Excess Baggage Allowance.

Education Allowances (Children of Expatnate Empiovees).

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

of the chargeable percentage).
Storage of Personal Effects.
Housing Refurbishment Expense.
Property Management Service Fees.
Recreation Allowance.

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

Sickness and Disability.

. Vacation Plans Paid (excluding Allowable Vacaton Travel

bExpenses).

Savings Plan.
Educational Assistance.
Military Service Allowance.

FILCA

Workman's Compensation.
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23. FPederal and State Unemployment Insurance.
24. Personnel Transfer Expense.

25, National Insurance.

26. Any other Costs, Allowances and Benefits of a like nature

as established in CONTRACTOR's International Policies.

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

CONTRACTOR and EGPC will agree on new percentages to

be used under this paragraph.

Revisions of the percentages will take int¢ consideration vari-
ances 1n costs and changes in CONTRACTOR's intermational
policies which change or exclude any of the above allowances

and benefits.

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

es and benefits and of personne] transfers.

(3) For expatnate employees temporarily assigned to Egypt all

allowances, costs of established plans and all travel relocation
costs for such expatnates as paid in accordance with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what is

mentioned in Article [1 (k) (2) of this Annex.
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(¢)

(d)

{(4) Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Article I (b) (1), Article II (b) (2), Article II (i), Article I (k)
(1) and Article IT (k) (3) of this Annex.

Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for 0il companies operating in the AR.E,,
all as chargeable under Article 11 (b) (1), Article II (1), Article II (k)
(1} and Article II (k) (3) of this Annex. Severance pay will be
charged at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum hability for severance payment

as required under the A.R.E. Labor Law.

Material

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or Operating Company.
(1) Purchases:

Material, equipment and supplies purchased shall be at the pnce
paid by CONTRACTOR or Operating Company plus any
related cost and after deduction of all discounts actually

received.
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(2) Material Furnished by CONTRACTOR:
Material required for operations shall be purchased directly
whenever praciicable, except that CONTRACTOR may furnish

such material from CONTRACTOR's or CONTRACTOR's
Affiliated Companies stocks outside the A.RE. under the

following conditions:

1.

New Material (Condition "A™)
New Material transferred from CONTRACTOR'’s or
CONTRACTOR's Affihated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than 1nternational prices for
material of similar quality supplied on simlar terms,

prevailing at the time such matertal was supplied.

2, Used Material (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 prniced at seventy - five
percent (73%) of the price of new maternal.

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

¢) Matenal which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate
with 11§ use. |

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



Voo Luwddpn ¥V 3 (a) YWodall = aan Jl 30, 2 Y.Y

: o glal! oo 03l ol plas — F

wndd gl plaadl e iy Sl e dim b lasy, L dWE) aeY
1)) R l] Y hras 31y 3pmy W 3y lydl g il 1 g5 0
oSy ol il oy gttt Had Sy ez o g Y1 5L,
: kARl 2 190 DalR1Y B Al () )

i 28,20l ol Sy aketol 5,05Y Ry W ol bty sty colaadl & (V)
olkeall

ot Ledais 1 asadh) 3 lsdeal | Jiae™W Jidly il iy e (Y)
Leadss Wt 2l pnibs Jls OB il pald By 5] Jylial 5l
32l gl Syl Jme 5,05Y Jolihl e Ymiisy Wdamny 3l 4l 0yl L

71 1 P | o W1
Wekess (2l 353 | ( 3 05S5 bl bl 5 Balely G GG (V)
5 Al
: wlbdad! (g)
| PHH{PRC DXER PRURCESUN ) 8L PE W I LT T I ER POTIRER N )
el a3

o g ial oS80l L JWa ST g Ly cunls 2 oleaik | 208G (Y)
S 2 1 Ll 5l JJkly il o yiy g0 2o 5l J3ls Sl
EMaomasi ) jeds Jro fatia Jls 3 Secbly adiat b landhy Loy ZagL)
SV U PV 13 VO DTN DU B P I WIPAES [ - SUW EHI
) sl 082 1 Lol o ikl gl L gisy L ade iz, gl
SN et Ll 3 deetir Sl b A (oSN Sl AL



¥

¥ Voo Lwidpy ¥V 3 (ab) YV suadl - Laas J1 30y 41

(3) Warranty of Materials Furnished by CONTRACTOR
CONTRACTOR does not warrant the material furnished beyond
or back of the dcaler's or manufacturer's guaranty; and in case
of defective material, credit shall not be recorded untl
adjustment has been received by CONTRACTOR from
manufacturers or their agents.

(¢) Transportation and Employee Relocation Costs:

(f)

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

(2) Business travel and transportation expenses to 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.

Services:

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

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

prevaihng in the AR.E.
{4y CONTRACTOR's and CONTRACTOR's Affiliated Companies’

rates shall not include any administrative or overhead costs

other than what 13 mentioned in Article 11 {k) {2) of this Annex.

Damages and 1.osses:

All costs or cxpenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controilable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall furnish EGPC and CONTRACTOR
written notice of damages or losses incurred in excess of ten
thousand {($10,000) U.S, Dollars per occurrence, as soon as
practicable after report of the same has been  received by
CONTRACTOR or Operating Company.

(h) Insurance and Claims:

The cost of any pubhic lability, property damage and other
msurance  against  habtlities of CONTRAUTOR, Operating
Company and/or the parties or any of them 1o 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 tnsurance or claim collected, less
the actual cost of making a claim, shall be credited against

operations.
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(1)

)

If no insurance 1s carried for a particular risk, in accordance with
good international oil field practices, all 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.
Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, 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 hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses tncurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the nterests hereunder shall be handled
by the legal staff of one or more of the parties hereto, a charge
commensurate with cost ot providing and furmishing such services

may be made to operations.
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(k) Administrative Overhead and General Expenses:

(1)

(2)

While CONTRACTOR is conducting Exploration operations.,

the cost of staifing and maintaining CONTRACTOR's head
oftice in the AR.E. and/or other offices established in the
A.R.E. as appropriate other than field offices which will be
charged as provided 10 Article Il (i), and excepling salaries of
employees of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged as
provided in Article II (b) of this Annex.

CONTRACTOR's administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. during the
period pnor to the formation of the Operating Company shall 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 itself. Any
administrative overhead of CONTRACTOR outside the A.R.E.
applicable to A R.E. Exploration operations will not be charged
on the Exploration operations in ARE. while Exploration
operations are being conducted following the formations of the
Operating Company,

No other direct charges as such for CONTRACTOR's
adminmistrative overhead outside the A R.E. will be applied

against the Exploration obligatnons. Exampies of the type of
costs CONTRACTOR is incurring and charging hereunder due
to activities under this Agreement and covered by said
percentage are:

1. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.
3. Purchasing - Procuring matenals, equipment and supplies.

4. Exploration and Production-Directing, advising and
controlling the entire project.
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5. Other departments such as legal, comptrolier and
engineering which contribute time, knowledge and
experience to the operations.

The foregoing does not preclude charging for direct service
under Article I () (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 1s 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 Article I (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 A.R.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 11,
incurred by CONTRACTOR or Operating Companyhunder approved
Work Programs and Budgets.
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ARTICLL L1
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

{b)

{a}

AL reasonable intervals as  agreed wpon by EGPC  and
CONTRACTOR inventories shall be (aken by Operating Compuny
of the operations matenials, which shall include all such matenals,
physical assets and construction proects. Written nolice of intention
to take inveniory shall be civen by Operating Company to EGPC
and CONTRACTOR at least thirty {30} days before any inventory is
to begin so thut EGPC and CONTRACTOR may be represenied
when any inventory is taken, Faluwre of EGPC and/or
CONTRACTOR 1o be represented at an inventory shall bind them
accept the inventory taken by Operating Company, whe shall in that
event furnish the party not represented with a copy thereof.

Reconciliation and Adjustmment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and 2 Hst of overages and shortages shall be jomty
determined by Operating Compuny and CONTRACTOR and EGPC,
and the inventory adjusted by Operating Company.
ARTICLETY
COST RECOVERY

Statemenis of Recovery of Ceosts amd of Cost Recovery
Petrolem:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to BEGPC as promptly as practicable but not later than fifteen
{15) days afler receipt from Operating Company of the Swtements
for Development and Exploration Activity for the calendar quarter
Statement for that quarter showing;

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

2. Recoverabic costs imcurred and paid dunng the quarter.
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(b)

(¢)

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

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

Amount ot costs recovered for the guarter.

6. Amount of recoverable costs carmied 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
recovered for the quarter.

Payments:

If such Statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails t0 make any
such payment to EGPC on the date when such payment is due, then
CONTRACTOR shalf pay interest of two and one half percent
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposiis
prevailing on the date such interest 1s calculated. Such interest
payment shall not be recoverable.

Settlement of Excess Cost Recovery Petroleum:

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

(d) Audit Right:

EGPC shall have a period of twelve (12) months from receipt of any
Statement under this Article I'V in which to audit and raise objection
to any such Statement. EGPC and CONTRACTOR shall agree on
any required adjustments. Supporting documents and accounts will
be available to EGPC during said twelve (12) month period.
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(2}

(b)

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account (o control therein the total
amount of Exploration expenditurcs reported on  Statements of
activity prepared per Article [ (b) (1) of this Annex, less any
reductions agreed to by EGPC und CONTRACTOR following
written exceptions taken by a non-operator pursuant to  Article I (¢)
(1) ot thhs Annex, 1n order to determine when minimum Exploration
obligations have been met.

Cost Recovery Control Account:

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

and the value of Excess Cost Recovery Petroleum, if any.

Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
mintmum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded 1n mujor accounts including the
following:

- Exploration Expenditures;

- Development Expenditures other than Operating Expenses;

- Operaung Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the

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

It is understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxcs paid by EGPC on CONTRACTOR's behalf
constitute additional income to CONTRACTOR, and this additional

income 15 aiso subject to A.R.E. income tax, that1s "grossed up”.

"CONTRACTOR's antnual income", as determined in Article 1II (g) (3)
of this Agreement, less the amount cqual to CONTRACTOR's
grossed-up Egyptian income tax liability, shali be CONTRACTOR's

"Provisional Income”.

The "gross-up value" is an amount added to Provisional Income to give
"Tuxabte [ncome”, such thal the grossed-up value 1s equivalent to the

A.R.E. Income¢ Taxcs,
THEREFORE:
Taxable Income = Provisional ITncome plus Grossed-up Value
and
Grossed-up Value = A.R.E. Income Tax on Taxable Income.

If the "A.RE. Income Tax rate", which means the effective or
composite tax rate due to the various AR E. taxes levied on income

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

Grosscd-up Vatue= A R.E. income tax rate TIMES Taxable Income.
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Combining the first and last equations above

Provisional income X Tax Rate
Grossed-up Value = —— -
|l - Tax Rate

where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical

example. Assuming that the Provisional Income is $10 and the A.R.E.

Income Tax rate 1s forty percent (40%), then the Grossed-up Value 18

equal to:
4
> 10XD. =$6.67
1 - 0.4
Therefore:
Provisional income $10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% (.67

CONTRACTOR's Income after taxes $ 10.00
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ANNEX “F”

MAP OF NATIONAL GAS PIPELINE GRID §YSTEM
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