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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
~ BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND THE EGYPTIAN NATURAL GAS HOLDING
COMPANY

AND
SIPETROL INTERNATIONAL S.A.
AND

PTT EXPLORATION AND PRODUCTION PUBLIC
COMPANY LIMITED

AND
CENTRICA RESOURCES LIMITED
IN
ROMMANA AREA
NORTH SINAI
A.R.E.

This Agreement made and entered on this --------- day of ---—------- 200

by and between the ARAB REPUBLIC OF EGYPT (hereinafter referred
to variously as the "ARE." or as the "GOVERNMENT"), the
EGYPTIAN NATURAL GAS HOLDING COMPANY, a legal entity
created by the Prime Minister Decree No. 1009 of 2001, as amended, and
according to Law No. 203 of 1991, as amended (hereinafter referred to as
"EGAS"), SIPETROL INTERNATIONAL S.A. a Joint Stock company
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organized and existing under the laws of the Republic of Uruguay
(hereinafter referred to as "SIPETROL"), PTT EXPLORATION AND
PRODUCTION PUBLIC COMPANY LIMITED, a Public Limted
company organized and existing under the laws of Thailand (hereinafter
referred to as "PTTEP") and CENTRICA RESOURCES LIMITED, a
Limited by Shares company organized and existing under the laws of
England (heretnafter referred to as "CENTRICA"). SIPETROL, PTTEP
and CENTRICA shall be hereinafter referred to collecuvely as
"CONTRACTOR" and individually as “Contractor Member".

WITNESSETH

WHEREAS, all minerals, including Petroleum, existing in mines and

quarries in the A.R.E., including its territorial waters, and in the seabed
subject to its jurisdiction and extending beyond its termtonal waters, are
the property of the State; and

WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the Exploration and exploitation of Petroleum in and
throughout the Area referred to in Article I, and described in Annex “A”
and shown approximately on Annex "B", which are attached hereto and
made part hereof; (hereinafter referred to as the "Area”); and

WHEREAS SIPETROL, PTTEP and CENTRICA agree to undertake
their obligations provided hereinafter as CONTRACTOR with respect to

the Exploration, Development and production of Petroleum 1
ROMMANA AREA, NORTH SINAI, and

WHEREAS, the GOVERNMENT hereby desires to grant such
concession pursuant to this Agreement; and

WHEREAS, the Minister of Petroleum, pursuant to the provisions of
Law No. 86 of 1956 as amended, may enter intoc a concession agreement
with  EGAS, and with SIPETROL, PTTEP and CENTRICA as a
CONTRACTOR in the said Area.
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NOW, THEREFORE, the parties hereto agree as follows:
ARTICLEI
DEFINITIONS

(@) “Affiliated Company” means a company:

() of which the share capital, conferring a majority of votes at
stockholders' meetings of such company, is owned directly or
indirectly by 2 party hereto; or

(i) which is the owner directly or indirectly of share capital
conferring a majority of voies at stockholders' meets ngs of a
pariy hereto; or

(it} of which the share capital conferring a majority of votes at
stockholders’ meetings of such company and the shure capital
confernng a myjonty of votes at stockholders’ meetings of a
party hereto are owned directly or indirectly by the same.

company.
(b} "Agreement"” means this Concession Agreement and its Annexes.
(¢} "AR.E." means the Arab Republic of Egypt.

() "Barrel” shail consist of forty-two (42} United States pallons, hguid
measure, correcied to a temperature of sixty degrees Fahrenheit
(60°F) at atmosphenc pressure of 14.696 PSIA.

{¢) "Brent Price” means the simple arithmetic average of the monthly
average price of the Mid of Platts Prices Dated Brent for six {(6)
months {t-1, -2, 3, 1-4, t.5, -8} immediately preceding the month
of delivery of the sold Gas expressed in U.S Dollars/Barrel. "Dated
Brent" means the price assessment in US$/bbl {calculated using the
average of the mean of the daily highs and lows of Brent
guotations} as published in Platts Crude O Market wire report.



Yo VG i YY 3 () alb Y0 daadl - da Jhuy 4

Ak

iny3 pd ) il islall e ieS w5 (BTU) "ol Jd15,1,3 Suay" ()
Dl iays g Cop g8 by oo e il oLl o Sy 31
IPRCULDY 5 UUP P 5 L1 B JA - PURNR  FOUI SR OOV R (U R B
dddbaa iyl dodl Je Jby VELNAY S like Sl bl

SR il e s (VY) e 015,28 Walias "yl Gl {5)
e 3 oo AR, 3Ll O g pl e J g4 oya %

.Iﬁ!.u.;.c.za.-.-._.uq._,J_,ﬁ.,...:SJsL.;T‘_,EJ:.;JJU_'..::"LJM,:JUUJI,:.;" (r )
G 58 WIS idlyme Loy (V) 00 Je a0 Yial Lede O L3I
olialt LYl it Uiy Jis Yl e 3 b3 0,85 o e ¢ e
35308 Ll o wloul L pag 3 g Glandl gy Le Ly d il d b

J_J_si_._..é-bsh_u,.d.l(_,s@\'Ja_a.gEL-_thIULp
3953 -fJ—:Jlgri.}l—ul&"u“l—:—""r"'s-‘r"'J (Yo ov v )3 gt

5, LSy ol ells [lasl 7,0 o "4l 5W1 47 Gl o, b
e U

da s sy e oS5l 2l s el el " ()
kS Llyzn Lags (¥} oW Jee a5 Yl Lde oLzl ool
Lol s Gy Il o 3 cll 050 ol o o Ldas el oS
¢ el 36 as W3 o GEol dmy ¢ Rs Ay A pihl e Ll el
ST L e dawy bl 3 iy Y Jing g LYl e 5,005 L
S RL] P IPL Sty i g/wr) l-_,_,,_”‘_,.icﬁ..ajlwﬁ}_:_»ﬁ (¥.-.)
G UGS, LS, 2 ells sl )b e "l oo AT

sl b ,T_ w2 553y peridl Jg 2l a2 SYE ()

) ohizie oot Jal e Ty g1 ] iny "o ol LYl e y” (W)
S dadizie et Jyf ol L1



V0 Y. YRy ¥Y i (a) ab VO saell - T SR 4

Ny by

vt

(f) "BTU" (British Thermal Unit) means the amount of energy required
{o raise the temperature of one (1) pound of pure water by one (1)
degree Fahrenheit from sixty degrees Fahrenheit (60°F) 1o
sixty-one degrees Fahrenheit {(61°F) at a constant pressure of
14.696 PSIA.

{g} "Calendar Year" means a period of twelve (12) months from
1%t January to 31% December according to the Gregorian calendar.

{h) "Commercial Gas Well" means the first weil on any geological
feature which, after testing for a pericd of not more than thirty {30}
consecutive days, where practical, but in any event in accordance
with sound and accepted mmdustry production practices and verified
by EGAS, 1s found to be capable of producing at the average rate of
not less than fifteen million (15000000) Standard Cubic Feet of
Gas per day {SCFPD). The date of discovery of a Commercial Gas
Well is the date on which such well is tested and completed
according fo the above.

(1} "Commercial Oil Well" means the first well on any geological feature
which, after testing for a period of not more than thurty (30)
consecutive days, where practical, but in any event in accordance
with sound and accepied industry production practices and verified
by EGAS, is found to be capable of producing at the average rate of
not Iegss than three thousand (3000) Barrels of Gil per day {(BOFPD).

~ The date of discovery of a Commercial Oil Well is the date on
which such well is tested and completed according to the above.

{j} "Commercial Production” means Petroleum produced and saved for
regular shipment or delivery, as may be applicable for Oil or Gas.

(k} "Commercial Production Commencement” means the date en which

the first reguiar shipmient of Crude Oil or the first regular deliveries
of (a5 are made.
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"CONTRACTOR" could be one or more companies (each company
to be individually referred o as a "CONTRACTOR Member"),
Unless modified in accordance with Article XXI herein,
CONTRACTOR under this Agreement shall mean SIPETROL,
PTTEP and CENTRICA.

“Development” inchudes, without limitation, all the operations and
activities pursuant to approved Work Programs and budgets under
this Agreement with respect to:

(i) drilling, plugging, deepening, side tracking, re-drilling, completion
and equipping of development wells, and the change of a well
status; and |

(i) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treatment, handling, storage, transportation
and delivery of Petroleum, re-pressuring, recycling and other
secondary recovery projects; and

(iii) transportation, storage and any other work or activities

necessary or ancillary to the activities specified in (i) and (11)
above. |

"Development Biock" means an area the comer points of which have

to be coincident with one (1) minute by one (1) minute latitude and
longitude divisions according to the International Coordinates Gnd
System, where possible, or with the existing boundarnes of the Area
covered by this Concession Agreement as set out in Annex "A”.

(0) "Development Lease(s)' means the area that cevers one or more

Development Block(s) covering the geological structure capable of
production, the corner points of which have to be coincident with
latitude and longitude divisions according to the International
Coordinates Grid System, where possible, or with the existing
boundaries of the Area covered by this Concession Agreement as
set out in Annex "A".
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"Effective Date” means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGAS and CONTRACTOR,

after the relevant Law is issued.

"EGPC" means the Egyptian General Petroleum Corporation, a legal
entity created by Law No. 167 of 1958, as amended.

(r) "Exploration” includes such geological, geophysical, aenal and other

(s)

()

(u)

surveys as may be contained in the approved Exploration Work
Programs and budgets, and the drilling of 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 therefore, all as may be contained 1n the
approved Work Programs and budgets. The verb “explore" means

the act of conducting Exploration.

"Exploration Block" means an area the corner points of which are

coincident with three (3) minutes by three (3) minutes latitude and
longitude divisions according to the International Coordinates Grid
System, where possible, or with the existing boundaries of the Area

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

"Financial Year” means the GOVERNMENT's financial Year

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

"(Gas" means natural gas both associated and non-aésociated, and all
of its constituent elements produced from any well in the Area
(other than Liquid Crude Qil) and all non-hydrocarbon substances
therein. Said term shall include residual gas, that gas remainmng

after removal of LPG.
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(v} “Gas Sales Agreememt” means a wntten agreement entered into
pursuant 1o Article Vilie) between EGAS and CONTRACTOR (as
sellers) and EGAS and/or a third party agreed upon by EGAS {as
buyers}, which contains the terms and conditions for Gas sales
from a Development Lease.

(w) "Joint Venture Company” is a company o be formed in accorduance
witlt Article VI and Annex "D” of this Agreement.

{x) "Liquid Crude Qil" or "Crude Oil” or "(il” means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
lease separators or which is extracted from the (as or casiﬁghe&d
Gas in a plant. Such hquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.696 PSIA. Such
termn includes distiliate and condensate.

(v} "LNG"” means Liquefied Natural Gas,

{z} "LPG" means iqueficd Petroleum Gas, which is a mixture principally
of butene and propane liguefied by pressure and temperature,

(#a) "Operator” means CONTRACTOR {if it is one company) or
one of the CONTRACTOR Members (if they are more than
onc companyl, as the case may be, appointed by them to be
the entity t0 which, from which and in whose name afl
notifications related to or in conpection with this Concession
Agreement shall be made. CONTRACTOR shall notify the
name of the Qperator to EGAS.

{bb) "Petroleum” means Liguid Crude O of various densities,
asphalt, Gas, casinghead Gas and all othet hydrocarbon
substances that may be found in, and produced, or otherwise
obtamed and saved {rom the Area under this Agreement, and
all substances that may be extracted there from.
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(cc) “Standard Cubic Foot {SCF)Y" is the amount of Gas necessary
1o fill one {1} cubic foot of space at atmosphenc pressure of
14.696 PSIA at a base temperature of sixty degrees Fahrenheit
{60°F), |

(dd} "Tax Year" means the period of twelve {12} months according
to the laws and regulations of the A RE.

(ec) "Year” means a period of twelve (12} months according to the
Gregorian calendar.

ARTICLE 1]
ANNEXES TO THE AGREEMENT

Annex "A" 13 a description of the Area covered and affected by this
Agreement, hereinafter referred to as the "Area’.

Annex "B" is a provisional iltustrative map on the scale of approximately
{1: 1 200 000) indicating the Area covered and affected by this
Agreement and desenibed in Annex "A",

Annex "C" is the form of a Bank or Production Letier of Guarantee to
be subritted by CONTRACTOR to EGAS one (1) day before thetime of
signature by the Minister of Petroleum of this Agreement for the sum of
twenty five mullion U.S. Dollars (§3 25 0G0 (M), to guarantee the
exccution of CONTRACTOR's mummum Exploraiion oblhigations
hereunder for the initial three (3) Year Exploration period. In case
CONTRACTOR extends the imtial Exploration period for one {1) or two
(2) additional periods, each of two (2) and one {1)Year respectively in
accordance with Article 111 {b) of this Agreement, simular Leters of
(Guarantee shall be issued and be submitted by CONTRACTOR on-the
day the CONTRACTOR exercises its option to extend. The first such
f.etter of Guarantee which is related 10 the first exmension Exploration
period shall be for the sum of six million U.S. Dollars ($ 6 Q00 900) and
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the second such Letter of Guarantee which is related to the second
extension Exploration period shall be for the sum of two million U.S.
Doltars (§ 2 000 000), Iess in both instances any excess expenditures
incurred in the preceding Exploration period permitted for carry forward
in accordance with Article IV (b) third paragraph of this Agreement and
approved by EGAS. Each of the three (3) Bank or Production Letters of
Guarantee shall remain effective for six {(6) months after the end of the
relevant Exploration period for which it has been issued, except as it may

be expired prior to that time in accordance with the terms thereof.

Annex "D* is the form of a Charter of the Joint Venture Company to be

formed as provided for in Article VI hereof.
Annex "E" is the Accounting Procedure.

Annex "F'' is a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT. The point of delivery for Gas shall
be agreed upon by EGAS and CONTRACTOR under a Gas Sales
Agreement, which point of delivery shall be located at the flange
connecting the Development Lease pipeline to the nearest point on the
National Gas Pipeline Grid System as depicted in Annex "F", or as
otherwise agreed by EGAS and CONTRACTOR.

If Gas is disposed of for export, the point of delivery shall be agreed by
EGAS and CONTRACTOR.

1] 1"

Annexes "A", "B", "C", "D", "E" and "F" to this Agreement are hereby
made part hereof, and they shall be considered as having equal force and

effect with the provisions of this Agreement.
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ARTICLE 11
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGAS and CONTRACTOR,
subject (o the terms, covenants and conditions set out in this Agreement,
which insofar as they may be conirary 10 Or inconsistent with any
provisions of Law No, 66 of 1933, as amended, shall have the force of

law, an exclusive concession in and to the Area descnbed in Annexes
nAn and NBR‘

{a)

(b} -

The GOVERNMENT shall own and be entitled to, as hereinafter
provided, a royalty in cash or in kind of ten percent (10%) of the
fotal quantity of Petroleum produced and saved from the Area
during the Development petiod (including its extension, if any).
Said royalty shall be bome and paid by EGAS and shall not be the
obligation of CONTRACTOR. The payment of royalties by EGAS
shall not be deemed 1o resulf in an income attributable to the
CONTRACTOR.

An initial Exploration period of three (3) Years shall start from the
Effective Date. Two (2) successive extensions to the initial
Exploration period, each of two (2} and one (1) Years respectively,
shzll be granted to CONTRACUTOR at s option, upon writien
notice given to EGAS not less than thinty (30) days prior to the end
of the then current Exploration period, as may be extended pursuant
(o the provisions of Article V(a), and subject only to CONTRACTOR
having fulfilled its obligations hereunder for that period. This
Agreement shall be termanated if neither a Commercial Qi Discovery
nor 2 Commercial Gas Discaovery is established by the end of the
sixth (6") Year of the Exploration petiod, as may be extended
pursuant to Article V(a). The election by EQAS to undertake a sole
risk venture under paragraph (¢) below shall neither extend the
Exploration period nor affect the termination of this Agreement as

to CONTRACUTOR.



S ol LIS (2)
serly ol oo sS85 LU sl o e g Lottt GLARSYI (V)
s~ ol g (Al Rl OUE oo i e ol gsie ()
gy Syl b5 S 5T el AL SLEST gy L LFE
dmol g g e 58 pdy L el e 3 ORS e Gln J e
oo ATl (V) Gty 4 o U3 5 GLARS! iz, Sy o WL
CUUE e ol G LS e 18 151 Ly an) dap il U
rlo¥ls Yale Jyadl oS 2 GlblaaYl Lael b a3 )
Ju 2l 5,8 a1 s Lo Lgt) 2y Mkl olsgmn)] 5 canGYT b phain
sl dilastl g AW LalaxiNl y Lail Jolsadl BIS
o ien bl ey By o 2 LSUSY ] 50,101 A8 5] (Y)
e A pe JShy 5ulS g s demeid] e (Lol SLAZSY
RULERN) = AR TEE S IV s R B L U
ol i 4 ol LAV o] sl oLl &, (1)
il WY e el I B i o LU aceees Gonny SiLA2SY
o ey (F) WS e 2, lonall o o Bty sV e s
b e Gl (V) e 81 o] sl sl 1)1 JWST 0,6
JESL SO | P 9 U O P P P PO BT [T
P SLEST o, on (gt (YE) gty dagyl e Kol L
ol vd shacal 3lg e eloa] Sy 131 Y1) &) R
PECARATES NP O A B T PR AT R U
S ) me SUls bl Sl ol Y il (s Ll SLARSNL
Al i GU il ced Lde 5| SUTE T 2t
Jhazel dolll s Dy e oSt U8 131 lhis SLAL STl i o)
i Koo Ll Lzl oS LA o e yasms 51 Bl
iy | daidd




Y& Y Yo Y e al YO saall = e B

{¢) Commercial Discovery:

(1) A "Commercial Discovery” - whether of Od or (as - may
consist of one (1) producing reservoir or a group of producing
reservoirs which is worthy of being developed commercially,
After discovery of a . Commercial Qil or Gas Well,
CONTRACTOR shall, unless otherwise agreed upon with
EGAS, undertake as part of its Exploration program the
appraisal of the discovery by drilling one {1} or more appraisal
wells, to determine whether such discovery is worthy of being
developed  commercially, taking into  consideration the
recaverable reserves, production, pipeline and terminal facilities
required, estimated Petroleum prices, and all other relevant
techmical and economic factors.

(ii)) The provisions laid down hereint postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply zszermiy to Ol andd Gas,
unless otherwise specified.

(m) CONTRACTOR shall give notice of a Commercial Discovery
to EGAS immediately after the discovery is considered by
CONTRACTOR 10 be worthy of commercial development but
in any event, with respect to a Commercial Oil Well, not later
than thirty (30) days following the completion of the second
appraisal well or twelve (12) montbs following the date of the
discovery of the Commercial Oif Well, whichever is euarlier; or
with respect to 2 Commercial Gas Well, not later than twenty
four (Z4) months foliowing the date of the discovery of the
Commercial Gas Well {uniess BEGAS agrees to extend such
period); except that CONTRACTOR shall also have the right to
give such notice of Commercial Discovery with respect w any
reservorr or reserveirs even if the well(s) thereon are not
commercial within the definition of Commercial Oi]l or Gas
Well if, in its opinion, a reserveir or a group of reservoirs,
considered . collectively, could be worthy of conmmercial
development.
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CONTRACTOR may also give a notice of a Commercial Qil
Discovery in the event it wishes to undertake a Gas recycling
project.

A notice of Commercial Gas Ihscovery shall contain all
detatled particulars of the discovery, and especially the Area
contaning recoverable reserves, the estimated production
potential and profile, field lhife, Gas analysis, the required
pipeline and prodoction facilities, estimated Petroleum prices,
and all other relevant technical and economic factors (unless
otherwise agreed upon by EGAS).

Within sixty (60) days from receipt of a notice of a Commercial
Oil or Gas Discovery, EGAS and CONTRACTOR shall start
meeting and reviewing together all appropriate data with a view
to mutually agree upon the existence of a Coemmercial
Discovery as soon as possible. The date of Commercial

- Discovery shall be the date EGAS and CONTRACTOR jointly

agree in writing that a Commercial Discovery does exist.

(v) If Crude O1l or Gas is discovered but is not deemed by

CONTRACTOR to be a Commercial Oil or Gas Discovery
under the above provisions of this paragraph (¢}, EGAS shall
one {1) month afier the expiration of the period specified above
within which CONTRACTOR can give notice of a Commercial
Oil or Gas Discovery, or thirteen {13) months afier the
completion of a well not considered to be a Commercial Oil
Welt or twenty five (25) months after the completion of a well
not considered 10 be a Commercial Gas Well, have the right,
following sixty (60) days written notice to CONTRACTOR, at
its sole cost, risk and expense, to develop, produce and dispose
of all Crude Qil or Gas from the peological feature an which the
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well has been drilled. Said notice shall state the specific arca
covering said geological feature to be developed, the wells to be
drilled, the ’pmduetion facilities to be instalied and EGAS'
estimated cost thereof. Within thirty (30) days after receipt of
said notice CONTRACTOR may, in writing, elect to develop
such area as hereunder provided for in the case of Commercial
Discovery. In such event all termis of this Agreement shal
continue t6 apply to the specified area.

It CONTRACTOR «lects not o develop such area, the specific
arca covering said geological feature shall be set aside for sole
risk operations by EGAS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petroleum
mdustry practice, EGAS shall be entitled to perform or, in the
event the Joint Venture Company has come into exisiencs, o
have the joint Venture Company perform such operations for
the account of EGAS and at EGAS' sole cost, risk and expense.
When EGAS has recovered from the Petroleum produced from
such specific area a quantity of Petroleum equal in value to
three hundred percent (300%} of the cost it has incurred in
carymg out the sole tisk operations, CONTRACTOR shall
have the option, only in the event that there has been a separate
Commercial OGil or Gas Discovery, elsewhere within the Ares,
to share in further Development and production of that specific
area upon paying EGAS one hundred percent {100%) of such
costs incumred by EGAS.

Such one hundred percent (100%) pavment shall not be
vecovered by CONTRACTOR. Immediaiely following such
payment, the specific area shall either (i) revert to the status of
an ordinary Development Lease under this Agreement and
thereafter shall be operated in accordance with the terms hereof;
or (i1} aliematively, in the event that at such time EGAS or ils
Affiliated Company is conducting Development operations in
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the area at its sole expense and EGAS elects to continue operating,
the area shall remain set aside and CONTRACTOR shall oniy
be entitled to its production sharing percentages of the Crude
Qil or Gas as specified in Article VII(b). The sole risk Crude
Qil or Gas shall be valued in the manner provided for in Article
VII(c). In the event of any termination of this Agreement under
the provisions of Article III(b), this Agreement shall, however,
continue to apply to EGAS' operation of any sole risk venture
hereunder, although this Agreement shall have been terminated
with respect to CONTRACTOR pursuant to the provisions of
Article HI(b).
(d) Conversion to a Development Lease:

(i) Following a Commercial Discovery of Qil or Gas, the extent of
the whole area capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGAS
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area shall then be converted
automatically into a Development Lease without the issue of
any additional legal instrument or permission.

(ii) Following the conversion of an area into 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), EGAS and CONTRACTOR shall
endeavor with diligence to find adequate markets capable of
absorbing the production of Gas. With respect to the local
market EGAS shall advise CONTRACTOR if EGAS requires
such Gas for the local market, and the expected annual schedule
of demand for such Gas. Thereafter, EGAS and
CONTRACTOR shall meet with a view to assessing whether
the outlets for such Gas and other relevant factors warrant the
Development and production of the Gas and, in case of
agreement, the Gas thus made available shall be disposed of 1o
EGAS under a long-term Gas Sales Agreement in accordance
with and subject to the conditions set forth in Article VIL
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‘he Development peried of each Development Lease shall be

as follows:
{aa) In respect of a Commercial Oil Discovery, twenty (2{}}

Years from the date of such Commercial Ol Discovery
plus the Exiensien Period {as defined below), provided
that, 1f after the conversion of a Commercial Qi Discovery
inio a Development Lease, Gas is discovered in the same
Development Lease and is used or 18 capable of beng used
focally. or for export hercunder, the period of the
Development Lease shall be extended only with respect to
such Gas, LPG extracted from such Gas and Crude Oil in
the form of condensate produced with such Gas for twenty
(20) Years from the date of first deliveries of quantities of
Gas locally or for export plus the Extension Period (as
defined below); prowided that the duration of such
Development Lease based on a Comimercial Ot Discovery
shall not be extended beyond thirty five (35 Years from
the date of such Commercial Oil Discovery.

CONTRACTOR shall immediately notify EGAS of any

" (Gas discovery but shalt not be required to apply for a new

- Development Lease in respect of such Gas.

{bb} In respect of a Commercial Gas Discovery, twenty (20)

Years from the date of {irst deliveries of Gas locally or for
gxport plus the Extension Penod {(as delined below);
provided that, if after the conversion of a Commercial Gas
Discovery into a Development Lease, Crude Ol is discovered
in the same Development Lease, CONTRACTOK's share
of such Crude Oil from the Development Lease {except
LPG extracted from Cas or Crude Oil in the form of
condensate produced with Gas) and Gas associated with
such Crude Oil shall revert entirely to EGAS upon the
expiry of twenty (20) Years from the date of such Crude
0Oil Commercial Discovery plus the Extension Peried {(as
defined below).
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Notwithstanding, anything to the contrary under this
Agreement, the duration of 4 Development Lease based on
a Commercial Gas Discovery shall in no case exceed
thirty-five {35) Years from the date of such Commercial
(Gas Discovery.

CONTRACTOR shall immediately notify EGAS of any
Crude Oil discovery but shall not be required to apply for a
new Development Lease in respect of such Crude Oil.

(cc) The notification to EGAS of the discovery of Gas in a
Development Lease based on Commercial Oil Discovery,
or vice versa;, should include all technical information
mentioned in Article ITI{c)(i) and (iii) above.

(dd) The "Extension Period” shall mean a period of five (5)
Years which may be elected by CONTRACTOR. upon six
(6) months prior written request sent by CONTRACTOR
to EGAS pnor to the expiry of the relevant twenty (20)
Year peniod supplemented by technical studies, including
the evaluation of production period, the expected levels of
production during the Extension Period, CONTRACTOR's
obligations and relevant economic considerations. The
Extension Period 1s subject to the approval of the Minister

- of Petroleum.

(¢) Development operations shall, upon the issuance of a Development
Lease granted following a Commercial Qil Discovery, be started
promptly by the Joint Venture Company and conducted in
accordance with good Petroleumn fields' practices and accepted
Petreleum engineering principles, until the field 1s considered to be
fully developed. It is understood that if associated Gas is not
utilized, EGAS and CONTRACTOR shall negotiate in good faith
on the best way to avoid impairing the production in the interests of
the parties.

In the event ne Commercial Production of Oil in regular shipments
15 established from any Development Block in any Development
Lease within four {(4) Years from the date of the Commercial Oil
Discovery, such Development Block shall immediately be
relinquished, unless 1t 1s shanng in production with another
Commercial Qil or Gas Discovery in the same Development Lease.
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Upon the issuance of a Development Lease granted foliowing a
Commercial Gas Discovery, Development operaticns in respect of
Gas and Crude QOil in the form of condensate or LPG to be
produced with or extracted from such Gas shall, upon the signature
of a Gas Sales Agreement or commencement of a scheme to
dispose of the Gas, whether for export as referred to in Article VII

or otherwise, be started promptly by the Joint Venture Company

and be conducted in accordance with good gas field practices and
accepted Petroleum engineering principles and the provisions of

such agreement or scheme.

In the event no Commercial Production of Gas is established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished,

unless otherwise agreed upon by EGAS.

In thc_é.vent no Commercial Production of Gas 1n regular deliveries
1S established from any Development Block in any Development
Lease within four {(4) Years from the date of the first Gas deliveries
either locally or for export, such Development Block shall
immediately be relinquished, unless it 1s sharing in production with
another Commercial Oil or Gas Discovery in the same

Development Lease.

Each Development Block in a Development Lease being partly
within the radius of drainage of any producing well in such
Development Lease shall be .considered as participating in the

Commercial Production referred to above.



YooV fdgig YA 5 (8 s Y0 suall = e Jlin bt £Y

AN

O —

ARETIORIPAY Wil ay sain odb Je <y o lan 51 13
s gl ) ALY 0dn Slolld pn Sy 5 Ui (o dpian (5, 5L
1 ol sl /£ dalal 5t Syl Sl ams 355 lmee o] dihaie 3
FLl G bl Gl ez Bl s wie o] (g g ] o i
s el (5 ms S Gl g U3 iy ¢ bl ezl g Uail) g Lol
oo Lgmead AWy I 055 f0 U3 oy L Topa s ]
ALY (355 Ll ] ol Hin &5 iy 5] el 0
Lib oy oS T LWy RIS a5 0805 o 1INT aldaia oy el
dydl (54 bl ¥ G I Rl iy o5l R3] JSO
st pladl dilis 5 0 wle wamedt oy 3 b S 3 G pds
b IS anS 2 b e ke Sy (S5l OB LY g pancs
L5 o151 R JSC ikl EASYT o ey -p30Y1 e NS
ikl A (S LN LY

e GLEYI G o) Libia JS 3 o Jalibl 5] Jolill GLis| Al 3,
Gikie J§' g ode thaich] deuid] opde Mo gLV 51/ G a0
O SLET 5 5 e e L|£JM|QU5L__,.~J1.:.1T[}JJI
FF g Jeas ol pelanY Gog s o and! ke Sl 55Ul J, Ll
bl o S pild &I sl o o2 Rakuia JS 3 G latall sl
e e By ] R WD camaddt DL Ty Y Jo M 23y
‘3’?32&-‘ Ja -J‘Lz Wnala ol oy L 21 LSS 5 amy (g Jylie ;55
, onathaakl NS



£Y Y. VR Aon YY (0] AU Yo st - doa Jl50g 4

AP b = LR S A S At

S S i

If, upon application by CONTRACTOR, it is recognized by EGAS
that Crude Qil or (as is being drained from an Exploration Block
under this Agreement into a Development Block on an adjoining
concession area held by the same CONTRACTOR or another
gontractor, such Exploration Block being drained shall be
considered as participating in the Commercial Production of the
Development Block in question and the Exploration Block being
drained shall be converted into a Development Lease with the
ensuing allocation of costs and production {calculated from the
Effective Date or the date such drainage occurs, whichever is later)
between the two concession areas. The aliocation of such costs and
production under each concession agreement shall be in the same
portion that the recoverable reserves in the drained geological
structure underiying cach concession area bears t© the total
recoverable reserves of such structure underlying both concession
areas. The production allocated to a concession area shall be priced
according to the concession agreement covering that concession
area.

In case of failure by the CONTRACTOR or the contractor(s) in
each concession area to agree on the allocation of costs and Jor
production for such separate Development leases under each
concession area, such disagreement shall be resolved by expert
determination, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the night ®©
interfere and induce the CONTRACTOR and contractor{s} in each
concession area to fully cooperate and resolve the draimage matter
in expedient manner as per the expert decision, such that neither
contractor shall be unjustifiably enriched. The cost of the expert
shall in no event be recovered in both concessions.
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{fy CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement, but
such costs and expenses shall not include any interest on
investment., CONTRACTTOR shail fook only to the Petroleum to
which it is entitled under this Agreement to racover such costs and
expenses. Such costs and expenses shall be recoverabie as provided
in Article VII. During the term of this Agreement, the total
procluction achieved in the conduct of such operations shall be
divided between EGAS and CONTRACTOR in accordance with
the provisions of Article VI

{g) (1) Unless otherwise provided, CONTRACTOR shall be subject 10
Egyptian income tax iaws in AR.E, and shail comply with the
requirements of such laws with respect to the filing of returns,
the assessment of tax, and keeping and showing of books and
records.

(2} CONTRACTOR shall be hable to prepare the income tax return
statement.  CONTRACTOR shall submit the tax return
statement 10 PGAS at least twenty five {23) days prior {o the
due date of submitting thereof to the tax authonty. EGAS shall
have the right to review the tax return statement in order ©
approve the tax calculation therein. EGAS shall provide
comments on such tax retumn statement within fifteen (13} days
of the date of receiving the tax return statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for submitting the tax return statement to the tax
autherity within the legal due date,

(3) CONTRACTOR's annuai income for Egyptian income tax in
ARE. 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);



