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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
GUJARAT STATE PETROLEUM CORPORATION LIMITED
AND
GEOGLOBAL RESOURCES (BARBADOS) INC.
AND
ALKOR PETROO LIMITED
IN
NORTH HAFP’ Y OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.

This Agreement made and entered on this ------ day of ------ 200, by and
between the ARAB REPUBLIC OF EGYPT (heteinafter reterred to
vanously as the "ARE." ar 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 (heremnafter reterred to as "EGAS"),
GUJARAT STATE PETROLEUM CORPORATION LIMITED a linuted
hability company orgamzed and exasting under the laws of India (hereimatter
referred to as "GSPC"), GEOGLOBAL RESOURCES (BARBADOS) INC.
a lmuted liability company orgamzed and existing under the laws of
Barbados (herematter referred to as "GGR") and ALKOR PETROO
LIMITED a lmuted hability company orgamzed and exusting under the laws
of India (heremafter referred to as "ALIKKOR™). GSPC, GGR and ALKOR
shall be heremafter referred to collectively as "CONTRACTOR" and

mcivicually as "Contractor Member".
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WITNESSETH
WHEREAS, all nunerals. mcluding Petroleum, existing in nunes and
quairies i the A R.E.. mcluding 1ts ternritonal waters. and m the seabed
subject to 1ts unsdiction and extenchng bevond its territorial waters, are
the propeity of the State; and
WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession tor the Exploration and exploitatton of Petrolenm in and
throughout the Area reterred to m Article II, and described in Annex "A”"
and shown approximately on Annex "B", wlich are attached hereto and
made part hereot’, (herematter reterred to as the "Area”): and
WHEREAS GSPC, GGR and ALKOR, agree to undertake then
obligations providad herematter as CONTRACTOR with respect to the
Exploration, Development and production of Petrolewm in NORTH HAP™ Y
OFFSHORE Area, MEDITERRANEAN Sea: and
WHEREAS, the GOVERNMENT hereby desires to grant  such
concession pursuant to this Agreement; and
WHEREAS, the Muuster of Petroleum, puwsuant to the provisions of
Law No. 86 of 1956 as amended, may enter into a concession agreement
with EGAS, and with GSPC, GGR and ALKOR as a CONTRACTOR 1n
the said Area
NOW, THEREFORE. the paities hereto agree as follows:

ARTICLE 1
DEFINITIONS
(a) "Aftfiliated Company" means a company’

(1) of wluch the share capital. conferring a majority of votes at
stockholders™ meetings ot such company, 1s owned directly or
imnchrectly by a party hereto, or

(11) which 15 the owner duectly or indirectly of share capital
conferring a majority of votes at stockholders™ meetings of a
paity hereto, on
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(111) of which the share capital conferring a majorty of votes at
stockholders™ meetings of such company and the share capital
conferring a majority of votes at stockholders™ meetings of a
paity 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 Egyvpt.

(d) "Barrel” shall consist of forty-two (42) United States gallons, liquud
measure, cowrected to a temperature of sixty degrees Falwenheit
(60°F) at atmospheric pressure of 14.696 PSIA.

(e) "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, t-2, t-3, t-4, t-5, t-6) mmmediately preceding the month
of delivery of the sold Gas expressed in U.S Dollars/Barrel. "Dated
Brent" means the price assessment 1 US$E/bDI (calculated using the
average of the mean of the daily highs and lows of Brent
quotations) as published in Platts Crude O1l Market wire repoit.

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

(g) "Calendar Year" means a period of twelve ( 12 ) months from

¥ Tanuary to 315 December according to the Gregorian calendar,
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(h) "Commercial Gas Well" means the tust well on any geological

teatine which, atter testing for a period of not more than thirty (3(0)
consecutive davs, where practical, but 1n any event 1n accordance
with sound and accepted industiy production practices and veritied
by EGAS, 13 tound to be capable of producing at the average rate of
not less than fitteen milion (13000000) Standard Cubic Feet of
Gas per day (SCFPD). The date of discovery of a Conumercial Gas
Well 15 the date on wluch such well 15 tested and completed

according to the above.

(1) "C'ommercial Ol Well" means the first well on any geological teatine

(1)

(1)

which, after testmg for a period of not more than thuty (3(0)
consecutive davs, where practical, but 1n any event 1n accordance
with sound and accepted industiy production practices and veritied
by EGAS, 13 found to be capable of producing at the average rate of
not less than thoee thousand (304040) Banels of Oul per dayv (BOPD).
The date of discovery of a Comumercial Oil Well 13 the date on
wlich such well 15 tested and completed according to the above.
"Conmmmercial Production” means Petroleum produced and saved for
regular shipment or delivery, as may be applicable tor O1l or Gas,
"Clommercial Production Commencement” means the date on wlhich
the first regular slhupment of Crude O1l or the first regular delivernes
of Gas are made,

"CONTRACTOR" could be one or more compantes (each company to
be inchvicually referred to as a "CONTRACTOR Member™). Unless

moditied 1 accordance with Article XXI herein. CONTRACTOR

under this Agreement shall mean GSPC, GGR and ALKOR.
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(m) "Development” includes, without linutation, all the operations and
activities pursuant to approved Work Programs and Budgets vnder
this Agreement with respect to:

(1) dolling, plugging.  deeperung, side  tracking,  re-dedling,
completion and equippmg ot development wells, and the
change of a well status; and

(11} design, engineering. construction, installation. servicing and
malntenance of equipment, lines. systems facilities, plants and
related operations to produce and operate said development
wells, talang. saving, treatiment, handling, storage. transportation
and delivery of Petroleum, re-pressuning. recycling and other
secondary recovery projects, replacement of assets or a part of
an asset, additions, improvements, renewals major overhauling
that extend the lite of the asset; and

(111) transportation, storage and any other workk or activities
nacessary or ancillary to the activities specified

111 (1) and (1) above.

(n) "Development Block" means an area the comer pamnts of wluch have
to be comcident with one (1) nunute by one (1) nunute latitude and
longitude divisions according to the International Coordinates Grid
Svstem. where possible, or with the existing boundaries of the Area
covered by tlus Concession Agreement as set out 1in Annex "A".

(0) "Development Lease(s)" means the area that covers one or more
Development Block(s) covering the geological structune capable of
production, the comer pomnts of which have to be concident with
latitude and longitude divisions according to the International
Coordimates Grid Svstem. where possible. or with the exusting
boundaries of the Area covered by this Concession Agreemeant as

set out m Annex "A"
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(p) "Etfective Date" means the date on which the text of this Agreement
15 signed by the GOVERNMENT, EGAS and CONTRACTOR,
atter the relevant Law 13 1ssued.

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

(1)  "Exploration” includes such geological, geophysical, aerial and other
surveys as may be contamned in the approved Exploration Work
Programs and Budgets, and the dulling of shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petrolemm discovenies and other related holes and
wells, and the purchase or acquusition 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.

(3) "Exploration Block" means an area the comner points of which are
comncident with three (3) nunutes by three (3) nunutes latitude and
longitude divisions according to the International Coordinates Grd
System, where possible, or with the exusting boundaries of the Area
covered by this Concession Agreement as set out 1n Annex "A".

(t)  "Financital Year" means the GOVERNMENT s financial Year
according to the laws and regulations of the AR E.

(u)  "Gas" means natural gas both associated and non-associated, and all
of its constituent elements produced from any well 1 the Area
(other than Liqud Crude Oil) and all non-hydrocarbon substances
theremn. Satd term shall mclude residual gas, that gas remaining

atter removal of LPG.
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(v} “"Gas Sales Agleement” means a wiitten agreement entered mto
pursuant to Article VII(e) between EGAS and CONTRACTOR (as
sellers) and EGAS andior a third party agreed upon by EGAS (as
buvers), wlich contams the terms and conditions for Gas sales
from a Development Lease.

(w) "ot Venture Company” 15 a company to be tormed 1n accordance
with Article VI and Annex "D" of thus Agreement.

(x) "Liqud Crude O1l" or "Crrude Onl" or "Onl" means any hydrocarbon
produced from the Area wlhuch 15 1 a liquud state at the wellhead or
lease separators or which 15 extracted from the Gas or casinghead
Gas 1 a plant. Such lLiquid state shall exaist at sixty degrees
Falwenhet (60°F) and atmospheric prassue of 14.696 PSIA. Such
term 1ncludes distillate and condensate.

(v) "LNG" means Liquehied Natural Gas.

(z) "LPG" means liquetied Petroleum Gas, which 1s a nuxture principally
of butane and propane hiquetied by pressure and temperature.

(aa) "Operator” means CONTRACTOR (f 1t 13 one company) o
one of the CONTRACTOR Members (1f they are more than
ohe company). as the case mayv be, appointed by them to be
the entity to wluch, from wluch and i whose name all
notifications related to or i connection with thus Concession
Agreement shall be made CONTRACTOR shall notty the
name of the Operator to EGAS.

(bb) "Petroleum” means Liqud Crude Onl of varous denstties,
asphalt. Gas, casinghead Gas and all other hydrocarbon
substances that mayv be tound ., and produced, or otherwise
obtamned and saved from the Area under tlus Agreement, and

all substances that mav be extracted there from.
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(cc) "Standard Cubic Foot (SCFE)" 15 the amount of Gas necessary
to fill one (1) cubie toot of space at atmospheric presswe of
14696 PSIA at a Dbase temperature of sixty degrees
Fahrenheit (60°F).

(ddy "Tax Year" means the period of twelve (12) months according
to the laws and regulations of the AR E.

(ee) "Year" means a pertod ot twelve {12) months accarding to the

Gregortan calendar,

ARTICLE 11
ANNEXES TO THE AGREEMENT
Annex "A" 15 a description of the Area covered and atfected by tlus
Agreement, hereinatter reterred to as the "Area”.

-~

Annex "B" 15 a provisional illustrative map on the scale of

this Agreement and described 1 Annex "A".

Annex "C" 13 the form of a Bank Letter of Guarantee to be subnutted
by CONTRACTORKR to EGAS one (1) day betore the time of signatiwe by
the Muuster of Petrolenm of this Agreement. tor the sum of one Inindred
fitty nullion ULS. Dollars (§ 130000000) to guarantee the execution of
CONTRACTOR s numunum Exploration obligations hereunder for the
ttial four (4) Years Exploration pertod. In case CONTRACTOR extends
the nutial Exploration period tor one (1) or two (2) additional periods,
each of three (3) Years respectively. In accordance with Article III {b) of
this Agreement, similar Letfters of Guarantee shall be 1ssued and be
subnutted by CONTRACTOR on the day the CONTRACTOR exercises
1ts option to extend The first such Letter of Guarantee wlhich 1s 1elated to
the st extension Exploration perntod shall be for the sum of minety

million U8 Dollars (§ 900000000, and the second such Letter of
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Guarantee which 1s related to the second extension Exploration period
shall be for the sum of eighty five nullion U.S. Dollars ($ 85000004),
less 1 both mstances any excess expenditures mcurred in the preceding
Exploration period pernutted for cany forward in accordance with
Article IV (b) third paragraph of this Agreement and approved by EGAS.
Each of the three (3) 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 1t may be expired pror to that tume in
accordance with the terms thereof.

Annex "D" 15 the form of a Charter of the Joint Venture Company to be
tormed as provided for in Article VI hereof.

Annex "E" 15 the Accounting Procedure.

Annex "F" 15 a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT. The pomt of delivery for Gas shall
be agreed upon by EGAS and CONTRACTOR under a Gas Sales
Agreement, wlhich pomt of delivery shall be located at the flange
connecting the Development Lease pipeline to the nearest point on the
National Gas Pipeline Guid System as depicted i Annex "F", or as
otherwise agreed by EGAS and CONTRACTOR.

If Gas 1s disposed of for export, the point of delivery shall be agreed by
EGAS and CONTRACTOR.

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

etfect with the provisions of this Agreement.
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ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGAS and CONTRACTOR., subject

to the terms. covenants and conditions set out m this Agreement, wiich

insotar as they mayv be contrary to or meonsistent with any provisions of

Law No. 66 of 19353, as amended, shall have the force of law. an

exclusive concession i and to the Area desciitbed m Annexes "A" and "B".

(a) The GOVERNMENT shall own and be entitled to. as hereinatter
provided, a rovalty 1n cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area
duning the Development pertiod (including 1ts extension, 1f anv).
Said rovalty shall be borne and paid by EGAS and shall not be the
obhigation of CONTRACTOR. The payment of rovalties by EGAS
shall not be deemed to result m an income attiibutable to the
CONTRACTOR.

(b)Y  An imtial Exploration period of four (4) Years shall start from the
Effective Date. Two (2) successive extensions to the oufial
Exploration peniod, each of thiee (3) Years respectively, shall be
granted to CONTRACTOR at 1ts option, upon wiitten notice given
to EGAS not less than thuty (30) davs prior to the end of the then
current Exploration period, as may be extended pursuant to the
provisions of Article V(a). and subject only to CONTRACTOR
having tultilled 1ts obhigations hereunder tor that penod. Tlis
Agreement shall bz temunated 1t neither a Conunercial Ol
Dizcovery nor a Commercial Gas Discovery 1s established by the
end of the tenth (l{)th) Year of the Exploration pertod, as may be
extended puwsuant to Article V(a). The election by EGAS to
undertake a sole sk venture under paragraph (¢) below shall
netther extend the Exploration peniod nor atfect the ternunation of
this Agreement as to CONTRACTOR.
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(¢) Commercinl Discovery:

(1) A "Commercial Discovery” - whether of 01l or Gas - may
consist of one (1) producing reservoir or a group ot producing
reservolrs wlhich 13 worthy of being developed commercially,
After  discovery of a Commercial Oi1l or Gas  Well,
CONTRACTOR shall, unless otherwise agreed upon with
EGAS, undertake as part of 1ts Exploration program the
appraisal of the discovery by dulling one (1) or more appraisal
wells, to deternune whether such discovery 1s worthy of bemg
developed commercially,  talking  nto  constderation  the
recoverable reserves, production, pipeline and termunal tacilifies
required, estumated Petrolenm prices, and all other relevant
technical and economic tactors.

(11) The provisions lawd down heremn postulate the wuty and
inchvasibility of the concepts of Commercial Discovery and
Development Lease. They shall apply wmtormly to il and
Gas, unless otherwise specitied.

(111) CONTRACTOR shall give notice of a Comumercial Discovery
to EGAS mmmediately atter the discovery 15 considered by
CONTRACTOR to be warthy of commercial development but
1 any event, with respect to a Commercial O1l Well, not later
than thirty (30) davs following the completion of the second
appraisal well or twelve (12) months following the date of the
discovery of the Commercial O1l Well. whichever 13 earhier; or
with respect to a Commercial Gas Well, not later than twenty
four (24) months following the date of the discovery of the
Conmmnercial Gas Well (unless EGAS agrees to extend such
pertod), except that CONTRACTOR shall also have the right
to give such notice of Commercial Discovery with respect to
any reservoll or reservolrs even it the well(s) thereon are not
commercial withun the defumtion of Commercial Oil or Gas
Well 1f, 1 1ts opiion, a reservoll or a group of reservoirs,
considered  collectively, could be woathy of comimercial
development.
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CONTRACTOR may also give a notice of a Conunercial Oil
Discovery in the event it wishes to undertake a Gas recycling
project.

A notice of Conmnercial Gas Discovery shall contain all
detatled particulars of the discovery, and especially the Area
contaming recoverable reserves. the estumated production
potential and profile . field lite. Gas analysis, the requured
pipeline and production tacilities. estumated Petrolem prices,
and all other relevant tecluucal and econonuc factors (unless
otherwise agread upon by EGAS),

Within sixty (60) davs from receipt of a notice of a3
Clommercital  O1l or Gas Discovery,.  EGAS and
CONTRACTOR shall start meetmg and reviewing together all
appropriate data with a view to mutually agree upon the
existence of a Comumercial Discovely as soon as posstble. The
date of Commercial Discovery shall be the date EGAS and
CONTRACTOR jomtly agree 1 wiiting that a Comimercial
Discovery does exust.

(1v) It Crude Oil or Gas 1s discovered but 15 not deemed by
CONTRACTOR to be a Commercial O1l or Gas Discovery
under the above provisions of this paragraph (c¢), EGAS shall
one (1) month after the expuation of the perod specitied
above witlun which CONTRACTOR can give notice of
Conmmercial Oil or Gas Discovery, or tlhurteen (13) months
atter the completion of a well not considered to be 2
Commercial Oil Well or twenty five (235) months after the
completion of a well not considered to be a Comumercial Gas
Well, have the nght. tollowing sixty (60} davs written notice to
CONTRACTOR. at 1ts sole cost, 115k and expense. to develop,
produce and dispose of all Crude Oil or Gas from  the
geological teatwe on which the well has been duilled Said



Vo Vluidy YV B (7)) b Yo sundl — i JI 30, 4

Yy

2y g e I Y] oy i e T LY
Logs (¥ oD INS Jolaald oy U o) LS Ll
Lid do Ll ally I JLecS’ 5L ol Syl elds asdcud (e
OS] sy Wl B LS 0l 3 Udde o il | 1SN
ks pacnns i3] 00 0 poti e U DS a3 ()1
adond | I lud ! sig) LI,
A issodl doludf U dolud ] el L3 2 5 Lt 15,
i3 g ol Y A ] Oldand i ool et | oS S i
sy Syl (ol oo dmlaadf 0dn o GUSYI o ol o (ol
25 ol ol Gous el Lelio B s b i ludl J - oW
e ol oY Gow 38 i) 35,80 wal s Wl b ol Sldanlly
i sy i oy il Sldeaadl iy L) A8 i) 4520
Iarcdl (o 3l 35 ulan] 0,50 Lokies B0 pite (lou) ol
VESSE B A NP R JRD S0C S NVN (PRI PP E O T
S o] Ll 8 IS o (/W) U 3 BLOW
ol b bl J5Uiall oy U (o N L | oLy L
A S ¥l il Oldae o Wil B b vy LA
A o (70 BN B 8L ulaw¥ iy 3l Jolio Savad | oLl
o VG e Syl oSG N1 e L el Ll 38 IS
Jols 3T 08 3 s 45U 5L Sl cuy OLaST sl Do
a9 he sl (/N Y BU 5 DU ells Jy W0 5 s, Labat
S Lz gty 51 (1) Lol ciadandl il alls oS shacudl el
Wb alls dny Lhitls g ms JSWYT d S 3 soke et Wi
S 13 Lo Bla 3 1 (eIl a8 (¥) S (LSl s o paatd
it Oy SIS 00 denglall LWt g ol Gl
& o 3 el @ Laly ¢ oy Leis e bl el 3



¥y

VooV i dd YN 3 () b Y0 suall = e 5 2

notice shall state the specific area covering said geological
teature to be developed. the wells to be dulled, the production
tacilities to be mstalled and EGAS® estimated cost thereot
Withan  thuty  (30)  davs  after receipt of said noftice
CONTRACTOR may, 1n wiiting, elect to develop such area as
hereunder provided for in the case of Commercial Discovery,
In such event all terms of tlhus Agreement shall contime to
apply to the speaified area.

I[f CONTRACTOR elects not to develop such area, the
specific area covernng 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, 1n the event the Jomt Venture
Clompany has come nto exiustence, to have the Joint
Venture Company pertorm such operations tor the account
of EGAS and at EGAS™ sole cost, 1sk and expense. When
EGAS has recovered from the Petroletun produced from
such specific area a quantity of Petrolenm equal 1n value to
three hundred percent (300%) of the cost 1t has mecwmred
carrying out the sole risk operations, CONTRACTOR shall
have the option. only 1n the event that there has been a
separate  Commercial O1l or Gas Discovery, elsewhere
witlhun the Area, to share 1n fmther Development and
production of that specitic area upon paving EGAS one
hundred percent (120%) of such costs incurred by EGAS.
Such one hundred percent (100%) pavment shall not be
recoveraed by CONTRACTOR. Inmmediately tollowing such
payment, the specific area shall either (1) revert to the status
of an ordinary Development Lease under tlus Agreement
and thereatter shall be operated 1n accordance with the
terms hereof’, or (1) alternatively, 1n the event that at such
ttime EGAS or ats  Atffihated Company 15 conducting
Development operations in the area at its sole expense and
EGAS elects to continue operating, the area shall remain set
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astde and CONTRACTOR shall ondy be entitled to 1ts
production sharing percentages ot the Chrude O1l or Gas as
specified 1 Article VII(D). The sole risk Ciude O1l or Gas
shall be valued mn the manner provided for in Article VII(c¢).
In the event of any ternunation of this Agreement under the
provisions of Article ITI(L), thus Agreement shall, however,
contimie to apply to EGAS’ operation of any sole 1isk
venture hereunder, although this Agreement shall have been
terminated with respect to CONTRACTOR pursuant to the
provisions of Article III{L).

(d) Conversion to 3 Development Lease:
(1) Following a Comumercial Discovery of Ol on Gas, the extent of

(1)

the whole area capable of producthion to be covered by a
Development Lease shall be mutually agreed upon by EGAS
and CONTRACTOR and be sulyect to the approval of the
Muuster of Petroleum. Such area shall then be converted
automatically mto a Development Lease without the 1ssue of
any additional legal mstiument or permission.

Following the conversion of an area mto a Development Lease
based on a Conunercial Gas Discovery (or upon the discovery
of Gas I a Development Lease granted following a
Commercial Ol Discovery), EGAS and CONTRACTOR shall
endeavor with dihigence to find adequate markets capable of
absorbing the production of Gas. With respect to the local
market EGAS shall advise CONTRACTOR 1f EGAS requures
such Gas tor 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 tor such Gas and other relevant tactors warrant the
Development and production of the Gas and. 1 case of
agreement, the Gas thus made available shall be disposed of to
EGAS under a long-term Gas Sales Agreement 1 accordance
with and subjzct to the conditions set forth in Article VIIL
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(111) The Development penod of each Development Lease shall be
as follows:
(aa) Inrespect of a Commercial O1l Discovery, twenty (20) Years

(bh)

trom the date of such Conumercial Oil Discovery plus the
Extension Pertod (as detined below), provided that. 1f
atter the conversion of a Commercial O1l Discovery mnto
a Development Lease. Gas 1s discovered 1n the same
Development Lease and 15 used or 15 capable of bemg
used locally or tor export hereunder, the penod of the
Development Lease shall be extended only with respect
to such Gas, LPG extracted trom such Gas and Crude Onl
i the torm of condensate produced with such Gas tor
twenty (2() Years from the date of tust deliveries of
quantifies of Gas locally or tor export plus the Extension
Pertod (as defined below), provided that the duration of
such Development Lease based on a Commercial Oil
Discovery shall not be extended bevond thuty five (35)
Years from the date of such Conunercial Oi Discovery.
CONTRACTOR shall tmmediately notity EGAS of any
Gas chscovery but shall not be requued to apply tor a
new Development Lease 1n respect of such Gas,

In respect of a Commercial Gas Discovery, twenty (2{})
Years from the date of first deliveries of (Gas locally or
tor export plus the Extension Peniod (as defined below);,
provided that, 1t atter the conversion of a Comimercial
Gas Discovery mto a Development Lease, Cimde Onl 13
chiscovered m the same Development Lease, CONTRACTOR s
share of such Ciude il from the Development Lease
(except LPG extracted trom Gas or Crude Oul 1 the form
of condensate produced with Gas) and Gas assoclated
with such Crude Onl shall revert entirely to EGAS upon
the expury of twenty (20) Years from the date of such
Crude Od Conunercial Discovery plus the Extension
Partod (as detined below).
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(2)

Notwithstanding, anvthing to the contrary wunder thus
Agreement. the duration of a Development Lease based
on a Commercial Gas Discovery shall 1n no case exceed
thirtv-five (335) Years from the date of such Commercial
(ras Discovery.

CONTRACTOR shall immecdhately notify EGAS of any
Crude O1l discovery but shall not be requured to apply tor
a new Development Lease m respect of such Crude Oul,

(c¢) The notification to EGAS of the discovery of Gas 1n a

Development Lease Dbased on Commercial il
Discovery, or vice versa. should include all techuucal
intormation mentioned m Article III{c)(1) and (111) above.

(dd) The " Extension Pernod” shall mean a period of five (35)

Years which mayv be elected by CONTRACTOR upon
six. (6) months  pror  wiitten  request  sent by
CONTRACTOR to EGAS prior to the expuy of the
relevant twenty (20) Years period supplemented by
techimcal studies, mncluding the evaluation of production
pertod, the expected levels of production dwing the
Extension Penod, CONTRACTOR's obligations and
televant econonuc considerations. The Extension Period
15 subject to the approval of the Mumster of Petroleum.

Developiment operattons shall. upon the 1ssuance of a Development
Lease granted tollowing a Conumercial Oil Discovery, be started
promptly by the Jomt Ventwe Company and conducted 1n
accordance with good Petrolewm fizlds™ practices and accepted Pefrolewm
engineering principles, until the field 1s considered to be tully
developed. It 15 understood that 1t assoclated Gas 1s not utilized.
EGAS and CONTRACTOR shall negotiate 1n good taith on the best
way to avold tnpatring the production m the imterests of the parties.
In the event no Comunercial Production of Ol 1 regular slupments
15 established trom any Development Block 1 any Development
Lease witlun tour (4) Years trom the date of the Conumercial Oil
Discovery, such Development Block shall mmunediately  be
relinquished, wunless it 13 sharng 1 production with another
Commercial O1l or Gas Discovery in the same Developiment Lease,
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Upon the issuance of a Development Lease granted tollowing a
Commercial Gas Discovery, Development operations 1n respect of
Gas and Crude O1l 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 i Article VII
or otherwise, be started promptly by the Joint Venture Company
and be conducted in accordance with good gas field practices and
accepted Petrolewm engineering principles and the provisions of
such agreement or scheme.

In the event no Commercial Production of Gas 1s established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished,
unless otherwise agreed upon by EGARS.

In the event no Conmmercial Production of Gas i regular deliveries
15 established from any Development Block in any Development
Lease witlun four (4) Years from the date of the first Gas deliveries
either locally or for export, such Development Block shall
immediately be relinquished, unless 1t 15 sharing in production with
another Commercial Oi1l o Gas Discovery 1 the same
Development Lease.

Each Development Block 1n a Development Lease being paitly
within the radius of dramage of any producing well 1 such
Development Lease shall be considered as participating in the

Comimercial Production referred to above.
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If. npon application by CONTRACTOR, 1t 15 recogized by EGAS
that Crude Onl or Gas 1s being dramed from an Exploration Block
under tlus Agreement mto a Development Block on an adjoining
concession area held by the same CONTRACTOR or another
contractor(s), such Exploration Block bemng dramed shall be
constdered as partiapating in the Conunercial Production of the
Development Block m question and the Exploration Block being
dramned shall be converted mnto a Development Lease with the
ensuing allocation of costs and production (calculated from the
Ettective Date or the date such chamage ocoms, whichever 1z later)
between the two concession areas. The allocation of such costs and
production under each concession agreement shall be 1 the same
portion that the recoverable reserves in the dramned geological
stimctiee underlving each concession area bears to the total
recoverable 1eserves of such stiuctwe underlving both concession
areas. The production allocated to a concession area shall be priced
according to the concession agreement covering that concession area,
[n case of fallme by the CONTRACTOR or the contractor(s) i
each concession area to agree on the allocation of costs and ‘o
production for such separate Development Leases under each
concession area, such disagresment shall be 1esolved by expert
detemunation, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the nght to
intertere and mduce the CONTRACTOR and contractor(s) m each
concession area to tully cooperate and resolve the dramnage matter
1 expedient manner as per the expert decision. such that neither
contractor shall be wnjustitiably emiched. The cost of the expert

shall 1 no event be recoverad 1 both concessions.
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(1) CONTRACTOR shall bear and pav all the costs and expenses
tequited 1w cartrving out all the operations under this Agleement.
but such costs and expenses shall not mclude any interest on
investment. CONTRACTOR shall look only to the Petroleum to
wlhich 1t 15 entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
in Article VII Dunng the term of this Agreement, the total
production aclueved in the conduct of such operations shall be
divided between EGAS and CONTRACTOR 1 accordance with
the provisions of Article VIIL

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

Egvptian mcome tax laws m A R E. and shall comply with the
requirements of such laws with respect to the tiling of returns,
the assessment of tax, and keeping and showing of books and
records,

(2) CONTRACTOR shall be hiable to prepare the mncome tax return
statement, CONTRACTOR  shall subnut the tax refumn
statement to EGAS at least twenty five (25) davs prior to the
due date of submitting thereof to the tax authonty. EGAS shall
have the nght to review the tax return statement m order to
approve the tax calculation therein EGAS shall provide
conuments on such tax retirn statement witlun fitteen (15) davs
of the date of recerving the tax retiin statement trom
CONTRACTOR. In any case (CONTRACTOR shall be
responsible tor submitting the tax return statement to the tax
anthortty within the legal due date.

(3) CONTRACTOR s anmial income tor Egvptian mcome tax in
A RE puwposes under tlus Agreement shall be an amount
calculated as tollows:

The total of the sums recetved by CONTRACTOR trom the
sale or other disposition of all Petroleum acquured by
CONTRACTOR pusuant to Article VIIa) and (b).
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(3)

Reduced hy :
(1) The costs and expenses of CONTRACTOR . and

(11) The value as deternuned according to Article VII{c)., of
EGAS’ share of the Excess (lost Recovery Patroleum to be
paid to EGAS 1 cash or 1n kind. 1t any,

plus:

An amount equal to CONTRACTOR s Egyvptian mncome taxes i

AR E. grossed-up in the manner shown in Article VI of Annex
fIEfI’

For parposes of above mentioned tax deduchions m any Tax

Year, Article VII(a) shall apply only i respect of classification
of costs and expenses and rates of amortization, without regard
to the percentage hinutation referred to m the fust paragraph ot
Article VIIGa)(1). All costs and expenses of CONTRACTOR 1n
conducting the operations under tlhus Agreement which are not
controlled by Article VII(a) as above qualitied shall be
deductible 1 accordance with the provisions of the Egyvptian
Income Tax Law.

EGAS shall assume, pay and discharge, i the name and on
behalt of CONTRACTOR, CONTRACTOR s Egvptian mcome
tax m A RE out of EGAS™ share of the Petroleum produced
and saved and not used i operations under Article VII. All taxes
pard by EGAS 1n the name and on behalf of CONTRACTOR
shall be considered as income to CONTRACTOK

EGAS shall furnush to CONTRACTOR the proper official
receipts evidencing the pavinent of CONTRACTOR s Egvptian
mcome tax m A.R.E. for each Tax Year witlun mnety (90) davs
tollowing the receipt by EGAS of CONTRACTOR s 1mcome
tax refuin statement for the preceding Tax Year. Such receipts
shall be 135ued by the proper tax authorities and shall state the
amovnt and other particulars that ave customary tor such receipts.
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(6)

(%)

As used heremn, Egyvptian Income Tax i A RE. shall be
inclusive of all income taxes pavable in the AR E. (including
tax on tax) such as the tax on imcome from movable capital and
the tax on profits from conmmerce and industry and inclusive of
taxes based on income or profits, including all dividends,
withholding with respect to shareholders and other taxes
mmposed by the GOVERNMENT of A R.E. on the distribution
of income or profits by CONTRACTOR.

In calculating 1t’s income taxes in AR E., EGAS shall be entitled
to deduct all rovalties paid by EGAS to the GOVERNMENT
and CONTRACTOR s Egyptian income taxes paid by EGAS
on CONTRACTOR s behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING

(a)

EXPLORATION PERIOD

CONTRACTOR shall conumence Exploration operations herewnder
not later than six (6) months from the Effective Date. Not later
than the end of the thirtieth (30“1) month from the Effective Date,
CONTRACTOR shall start Exploration dodling operations in the
Area; provided that CONTRACTOR shall acquire two thousand
five hnndred square kilometers (25040 kim2) 3D seisnuc program
and dodl six (6) exploratory wells durmg the mmtial Exploration
period. EGAS shall make avatlable for CONTRACTOR s use all
setsmic, wells and other Exploration data with respect to the Area

as EGAS 15 entitled to do so.
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(b)

The mutial Exploration peniod shall be ot towr (4) Years.
CONTRACTOR mayv extend tlus Exploration penod tor one
(1) o1 two (2) successive extension periods of tlwee (3) Years
tor the thost extension and theee (3) Years tor the second
extenston. 1 accordance with Article III (b). each of wluch
upon at least thuty (30) days prior witten notice to EGAS, subject
to CONTRACTOR s tulfillment of 1ts nummnmim Exploration
obhigations hereunder for the then current Exploration period.

CONTRACTOR shall spend a numnmmm of one hundred and
fitty  nullion U.S. Dollars ($15000000() on Exploration
operations and activities 1elated thereto, dunng the mutial fow
(4) Years Exploration period, provided that CONTRACTOR
shall acquure two thousand five hhndied square kilometers
(2500 km’y 3D seismic program and doll six (6) exploratory
wells durmg the ttal four (4) Years Exploration pertod. For
the tist three (3) Years extension pertod that CONTRACTOR
elects to extend bevond the mnutial Exploration penod,
CONTRACTOR shall also spend a muunium of minety million
U.S Dollars (§ 90000000), provided that CONTRACTOR
shall accquure one thousand five hundred scuare kilometers
(1500) lqnz) 3D sewsmie program and doll fown (4) exploratory
wells. For the second three (3) Years extension penod that
CONTRACTOR elects to extend bevond the three (3) Years
fist extension penod, CONTRACTOR shall also spend a
miunmun of elghty five nullion U.S. Dollars (§ 850000040),
provided that CONTRACTOR shall conduct technical studies

and drill four (4) exploratory wells.
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Should CONTRACTOR spend more than the nummnun
amount required to be expended or dull more wells than the
nunmnun requured to be dulled duing the mitial fowr (4) Years
Explotation penod. o dummg  any  Exploration  period
thereatter, the excess may be subtracted from the nunmum
amount of money required to be expended by CONTRACTOR
or muunnun nunber of wells requued to be dolled by
CONTRACTOR dunng any succeeding Exploration perrod(s).
as the case may be.

In case CONTRACTOR surenders 1ts Exploration rights under
this Agreement as set forth above before or at the end of the
fourth (4™ Year of the initial Exploration period. having
expended less than the total swum of one hundred and fitty
mitllion U.S. Dollars (§ 1530000000) on Exploration
operations, or 1 the event that at the end of the tourth ( 4th)
Year of the mumtial Exploration pertod, CONTRACTOR has
expended less than said sum i the Area, an amount equal to
the ditference between the said one hundred and fitty million
U.S Dollars (§ 15000KH)) and the amount actually spent on
Exploration and approved by EGAS shall be pad by
CONTRACTOR to EGAS at the time of surrendering or within
s1x (6) months trom the end of the towth (4"‘) Year of the
uttial Exploration period, as the case mayv be. Any expenditure
defictency by CONTRACTOR at the end of any additional
Exploration period for the reasons stated above shall smlarly
result m a pavment by CONTRACTOR to EGAS of such
deficiency. Provided that this Agreement 1s still m torce as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such pavments as Exploration expenditine 1 the manner
provided tor wnder Article VII 1 the event of Clomimercial
Production.
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Without prejudice to Article III(DL), m case no Comimercial Ol
Discovery 1s established or no notice of Conunmercial Gas
Discovery 15 given by the end of the tenth (10™) Year. as mav
be extended pmsvant to  Article V{a). or 1 case
CONTRACTOR surrenders the Area under tlus Agreement
prior to such time, EGAS shall not bear any of the atoresaid
axpenses spent by CONTRACTOR.

At least four (4) months prior to the begining of each Financial
Year or at such other tumes as mayv mutually be agreed to by
EGAS and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program and Budget for the Area setting
torth the Exploration operations wluch CONTRACTOR
proposes to carry out during the ensuing Year.

The Exploratton Work Program and Budget shall be reviewed
by a jomnt commnuttee to be established by EGAS and
CONTRACTOR after the Etfective Date of this Agreement.
Tlus committee. heremafter reterred to as the "Exploration
Advisory Conmittee”, shall consist of s1x (6) members, tluee
(3) of whom shall be appomted by EGAS and three (3) by
CONTRACTOR. The Chauman of the Exploration Advisory
Comnuttee shall be designated by EGAS among the members
apponted by 1t The Exploration Advisory Commnuttee shall
review and give such advice as 1t deems appropriate with
respect to the proposed Explorahon Work Program and
Budget. Followmng review by the Exploration Advisory
Conmuttee, CONTRACTOR shall make such revisions and
submut the Exploration Work Program and Budget to EGAS
for its approval.

Following such approval, it is further agreed that:

(1) CONTRACTOR shall neither substantially 1evise or modity
sard Exploration Work Program and Budget nor rechice
the approved budgeted expenditure without the approval
of EGAR;
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(1) In the event of emergencies mvolving danger of loss of
lives or property o damage to the enviromment.
CONTRACTOR mayv expend such additional unbudgeted
amonts as may be requured to alleviate such danger or
damage. Such expenditure shall be considered in all
aspects  as  Exploration expenditmwe and recovered
pursuant to the provisions of Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds for all

matertals, equupment. supplies, personnel admuoustration and
operations pursuant to the Exploratbon Worle Program and
Budget, and EGAS shall not be responsible to bear or 1epay
any of the atoresald costs.

(e) CONTRACTOR shall be responsible for the preparation and

petformance of the Explorattion Work Program and Budget
which shall be maplemented 1 a workmanlike manner and
consistent with good Petrolemnm mdustiy practices.

All geological and geophysical studies as well as any other
studies related to the pertormance of tlhus Agreement shall be
made 1 the A RE.. except as 15 appropnate tor the specialized
geophysical, geological, engineening and development studies
thereon, that mav be made 1n specialized centers outside the
A RE . subject to EGAS™ approval.

CONTRACTOR shall entrust the management of Exploration
operations 1 the AR E. to its techmcally competent General
Manager and Deputy General Manager. The names ot such
General Manager and Deputy General Manager shall. upon
appointiment, be torthwith notified to the GOVERNMENT and
to EGAS. The General Manager and, i lus absence, the
Deputy General Manager shall be entinsted by CONTRACTOR
with sutficient powers to carry out mmediately all lawtul
wilften directions given to them by the GOVERNMENT or its
representative under the terms of tlus Agreement. All lawiil
regulations 1ssuad or hereatter to be wssued wluch are applicable
hereunder and not 1 contlict with this Agreement shall apply
to CONTRACTOR,
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(f) CONTRACTOR shall supply EGAS, within thuty (30) davs
from the end of each calendar quarter, with a Statement of
Exploration Activity relating to Exploration operations
which has been conducted 1 any portion of the Area not
converted mto a Development Lease, showing costs incwred
by CONTRACTOR during such quarter. CONTRACTOR s
records and necessary supporting documents shall be
available for inspection by EGAS at any time during regular
wortking howrs for three (3) months fiom the date of
recelving each Statement of Exploration Activity.

Within the three (3) months from the date of receiving each
Statement of Exploration Activity, EGAS shall advise
CONTRACTOR 1n writing 1f 1t considers:

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

(2) that the costs of goods or services supplied are not in
line with the international market prices for goods or
services of sumilar quality supplied on sinmular terms
prevailing at the tume such goods or services were
supplied; provided however, that purchases made and
services performed within the A R.E. shall be subject to
Article XXV, or

(3) that the condition of the matenals furmshed by
CONTRACTOR does not tally with thew prices; or

(4) that the costs incured are not reasonably required for

operations.

CONTRACTOR shall confer with EGAS 1n connection with
the problem thus presented, and the parties shall attempt to

reach a mutually satisfactory settlement.
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Any retmbursement due to EGAS out of the Cost Recovery
Patrolenm as a result of reacling agreement or as a result of
an arbitral award, shall be promptly made 1 cash to EGAS,
plus siple mnterest at LIBOR plus two and half percent
(2.5%) per anmun from the date on wluch the csputed
amount(s) would have been paid to EGAS according to
Article VII(a)(2) and Annex "E" of this Agreement (1.e., the
date of rendition of the relevant Cost Recovery Statement)
to the date of pavment. The LIBOR rate applicable shall be
the average of the figwe(s) published by The Fiancial
Times of London representing the nud-pomnt of the rates
(bid and ask) applicable to one (1) month U.S. Dollars
deposits i the London Inter bank Eurocurrency Maiket on
each fitteenth (15"‘) dav of each month ocomrring between
the date on wluch the cisputed amount(s) wounld have been
pald to EGAS and the date on wluch 1t 15 settled.

If the LIBOR rate 15 avalable on any fitteenth (1 5“‘) day but
15 not published 1in The Fimancial Tunes i respect of such
dav tor any reason, the LIBOR 1ate chosen shall be that
offered by Citibank N A, to other leading banks i the
London Inter bank Ewrocurrency Matket tor one (1) month
U.S. Dollar deposits.

It such fifteenth (13") dav 1s not a day on which LIBOR
rates are quoted wm the London Interbanlk Ewrocuriency
Market, the LIBOR rate to be used shall be that quoted on
the next following day on wlhach such rates are quoted.

If withun the tome Lot of the tlwee (3) months perod
provided tor i tlus paragraph, EGAS has not advised
CONTRACTOR of 1ts objection to any Statement, such

Statement shall be considered as approved.
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(g) CONTRACTOR shall supply all tunds necessary for its
operations 1n the A RE. under this Agreement n treely
convertible curtency from abroad. CONTRACTOR shall
have the right to treely purchase Egvptian currency in the
amount necessary for its operations i the A RE. from
EGAS or EGPC or fiom any banlk authorized by the
GOVERNMENT to conduct foretgn curency exchange.
Prionty shall be given by CONTRACTOR to purchase the
Egvptian currency from EGAS or EGPC. at the discretion of
EGAS at the same applicable rate and date as such currency
may be purchased from the National Bank of Egypt.

(h)y EGASand EGPC are authoized to advance to CONTRACTOR
the Egvptian currency required for the operations under ths
Agreement against recerving from CONTRACTOR an
equivalent amount of U.S Dollars at the official rate of
exchange i A RE.. such amount in UI.S Dollars shall be
depostted 1 an EGAS or EGPC account abroad (as the case
mayv be) with a correspondent bank of the National Bank of
Egvpt, Camro, A RE. Withdrawals from said account shall
be used to finance EGAS™ or EGPC's {as the case mayv be)
and theu Atfihated Companies” toreign cunency requiremelts,
subject to the approval of the Minister of Petroleum.

ARTICLE YV
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(3) MANDATORY:

At the end of the tourth ( 4“1) Year atter the Etffective Date hereot,
CONTRACTOR shall relinqqush to the GOVERNMENT a total of
twenty five percent (253%) ot the onginal Area on the Etfective
Date not then converted mnto Development Lease (s). Such
telmquushment shall be m a smgle wut (unless otherwise agreed
upon by EGAS and CONTRACTOR) of whole Exploration BRlocks
or originally existing parts of Exploration Blocks not converted nto
Development Lease(s) so as to enable the relincpuslhiment requurements
to be precisely tultilled.
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At the end of the seventh (71 Year after the Effective Date heteof.
CONTRACTOR shall rehingmsh to the GOVERNMENT an
adchtional twenty five percent (25%) of the ongmal Area on the
Effective Date not then converted into a Development Lease(s).
Such relinquushiment shall be 1 a single wut (unless otherwise
agreed upon by EGAS and CONTRACTOR) of whole Exploration
Blocks or onginally existing parts of Exploration Blocks not
converted to Development Lease(s) so as to enable the
relimquishment requirements to be precisely tulfilled.

Without prejudice to Articles III and XXIII andd the last three
patagraphs of this Article V(a), at the end of the tenth (10M1) Year of
the Exploration penod, CONTRACTOR shall relinqush the
remainder of the Area not then converted into Development Lease(s).
It 15 understood that at the tume of any relinquushment the areas to
be converted into Development Lease(s) and wlich are subnutted to
the Muuster of Petrolewun tor lus approval according to Article 111
() shall. subject to such approval, be deemed converted into
Development Leasa(s).

CONTRACTOR shall not be requured to relinquush any Exploration
Block(s) m respect of which a Conmunercial Oil or Gas Well 153
discovered betare the period of tume referred to m Article III(c)
given to CONTRACTOR to determune whether such well 15 a
Commercial Discovery worthy of Development or to relinquish an
Exploration Block m respect of which a notice of Conunercial Gas
Discovery has been given to EGAS, subject to EGAS™ night to agree
on the existence of a Conunercial Discovery pursuant to Article 111

(¢). and without prejuchce to the requrements ot Article III(e).
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In the event that at the end of the 1mtial Exploration period or either
of 1ts two (2) successive extensions of the mitial Exploration period,
a well 15 actually dulling or testing, CONTRACTOR shall be
allowed up to six (6) months to enable 1t to discover a Commercial
Onl or Gas Well or to establish a Conunercial Discovery, as the case
may be. However, any such extension of up to six (6) months shall
recduce the dwration of the next succeeding Exploration period, as
applicable, by that amount.

(b) VOLUNTARY:

(a)

CONTRACTOR may, voluntanly, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks, provided that at the tume of such voluntary
relinquishment 1ts Exploration obligations under Article IV (b) have
been tulfilled for such period.

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

Following Conmnercial Discovery, EGAS and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for above at the end of the
total Exploration period.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGAS and CONTRACTOR may form
in the ARE. a company to carry out operations pursuant to this
Article VI and Annex "D" (heremafter referred to as the "Joint
Ventwe Company"), which company shall be named by mutual
agreement between EGAS and CONTRACTOR provided that such
name shall be subject to the approval of the Minmster of Petroleum.
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Said company shall be a private sector company, subject to the laws
and regulations 1 force m the A R E. to the extent that such laws and
regulations are not inconsistent with the provisions of tlus Agreement
o1 the Charter of the Joint Venture Company (the "Chaiter™).

However, the Jont Venture Company and CONTRACTOR shall.
for the purpose of this Agreement, be exempted trom the following
laws and regulations as now o1 hereafter amendad or substituted

Law No 48 of 1978, promulgating the law on the emplovee

regulations of public sector companies;

Law No. 159 of 1981, promulgating the law on jomnt stock

companies, partnershuip limuted by shares and limited hiability
companies,

Law No. 97 of 1983 promulgating the law concerning public
sectol organzations and compaies;

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

Law No. 95 of 1992 promulgating a capital mailkets law, and

Provisions of Chapter 2 of Part 6 of Law No. 88 of 2003
organuzang dealings 1n toreign currencies 1n accordance mth
Central Bank of Egypt and the A R E. banking svstem law,

(b) The Charter of Jomt Venture Company 1s hereto attached as Annex
"D" Within tharty (30) davs after the date of Conmumercial Oil
Discovery or witlhun thuty (3(0) davs atter the signature of a Gas
Sales Agreement or the commencement of a scheme to dispose of
Gas (inless  otherwise  agreed upon by EGAS  and
CONTRACTOR). the Chaiter shall take effect and the Jomt
Ventwe Company shall antomatically come into exustence without
any fwrther procedwes. The Exploration Advisory Comnuftee shall
be dissolved upon the final relinquishment ot all portions of the
Area not converted into Development Lease(s).
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(¢} Ninety (94} davs atter the date the Joint Ventuwre Company comes
nto existence 1n accordance with paragraph (b) above, 1t shall
prepare a Work Program and Budget for tfurther Exploration and
Development 1 any porfion of the Area converted mto a
Development Lease for the remamder of the Financial Year in
wluch the Conunercial Discovery has been made. And not later
than tour (&) months betore the end ot the current Financial Year
(or such other date as may be agread upon by EGAS and
CONTRACTOR) and fouwr {49 months  preceding  the
conmumencement of each succeechng Financial Year thereafter (o
such  other date as mav be agreed upon by EGAS and
CONTRACTOR), the Jomt Ventmwe Company shall prepare an
annual production schedule and Work Program and Budget for
turther Exploration and Development 1n any portion of the Area
converted mto a Development Lease tor the succeeding Financial
Year. The production schedule, Worle Program and Budget shall be
subnutted to the Jomt Venture Company’s Board of Directors for
approval. The Exploration Work Program and Budget for further
Exploration m any portton of the Area not converted mio a
Development Lezase shall be reviewed., approved and mmplemented
1n accordance with Article I'V.

() Not later than the twentieth (20™) day of each month, the Jomt
Ventwe Company shall toumsh to CONTRACTOR a waitten
estimate of 1ts total cash requurements tor expenditine for the tfirst
halt and the second halt ot the succeeding month expressed in U.S.
Dollars consistent with the approved Work Program and Budget.
Such estumate shall talke inte consideration any cash expected to be
1t hand at month end
Pavment tor the appropriate period of such month shall be made to
the correspondent bank designated 1n paragraph (2) below on the
first (1™ dav and fifteenth (153™) day respectively. or the next
tollowing business dav, 1f such dav 1s not a business day.
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(2)

(D)

The JTomt Venture Company 1s authorized to keep at its own disposal
abroad 1 an account opened with a cowrespondent bank ot the
National Bank of Egvpt. Cano, A R E_, the foreign funds advanced
by CONTRACTOR. Withdrawals trom sawd account shall be used
tor the pavment tor goods and services acquured abroad and for
transteriing to a local bank m the A R.E. of the requured amount to
meet the expenditires 1 Egyptian Pounds tfor Jomt Venhwue
Company 1 connectron with 1ts activifies under tlus Agreement.
Witlun sixty (60) davs atter the end of each Financial Year, the
Tomt Venture Company shall subnmut to the appromiate exchange
control authortties 1 the A RE. a statement. duly certified by a
recogiized tirm of anditors, showing the tunds credited to that
account, the disbursements made out of that account and the
outstanding balance at the end of the Financial Year,

[t and tor as long duning the penod of production operations thers
exists an excess capactty in facilities which can not dwming the
penod of such excess be used by the Jomt Venture Company.
EGAS shall have the right to use the excess capacity it 1f so desires
without any  financtal or  operational  disadvantage to  the
CONTRACTOR or the Jount Venture Company.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) COST RECOVERY:

(1) Cost Recovery Petroleum:

Subject to the auditing provisions wnder this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures 1n respect of all the Exploration, Development and
related operations under this Agreement to the extent and out of
thirty seven percent (37%) of all Petrolenm produced and saved
trom all Development Leases witlun the Area hereunder and not
used 1 Petroleum operations. Such Petroleun: 1s hereinatter
reterred to as "Clost Recovery Petroleum”.
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For the puwpose of determuning the classification of all costs,
expenses and expenditures for thewr recovery, the following terms

shall apply:

1. "Exploration Expenditures” means all costs and expenses for
Exploration and the related portion of indirect expenses and
overheads.

2. "Development Expenditires” means all costs and expenses for
Development (with the exception of Operating Expenses) and
the related portion of indirect expenses and overheads.

3. "Operating Expenses” means all costs, expenses and
expencitures made after the Commercial Production
Commencement, which costs, expenses and expenditwes are
not normally depreciable,

However, Operating Expenses shall iclude work over, repair
and maintenance of assets, but shall not include any of the
following: sidetracking, re-drilling and change of a well status,
replacement of assets or a part of an asset, additions,
improvements, renewals or major overhauling that extend the
life of the asset.

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

Petroleum in the tollowing manner:-

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

to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per anmum
starting either in the Tax Year i which such expenditures are
imncwred and paid or the Tax Year i wlich the Commercial

Production Commencement occurs, whichever 1s the later date.
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(1) "Development Expenditures”, mcluding those accumulated

prior to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annum
starting either in the Tax Year i which such expenditures are
mcurred and paid or the Tax Year in which the Commercial

Production Commencement occurs, whichever 1s the later date.

(111) "Operating Expenses”, imncured and paid atter the Comimercial

Production Conumencement, shall be recoverable either in the
Tax Year in wlich such costs and expenses are incurred and
patd or the Tax Year i which the Commercial Production

Commencement occurs, whichever 1s the later date.

(1v) To the extent that, mn a Tax Year, costs, expenses o

expenditures recoverable per preceding paragraphs (1), (11) and
(111), exceed the value of all Cost Recovery Petroleum for such
Tax Year, the excess shall be carned forward for recovery in
the next succeeding Tax Year(s) until fully recovered, but in
no case after the ternunation of this Agreement, as to
CONTRACTOR.

The recovery of costs and expenses, based upon the rates reterred
to above, shall be allocated to each quarter proportionately (one
fourth to each quarter). However, any recoverable costs and
expenses not recovered 1n one quarter as thus allocated, shall be

cantied torward tor recovery in the next quarter.
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(2) Except as provided in Article VII(a)(3) and Article VII(e)(1),

CONTRACTOR shall each quarter be entitled to take and own
all Cost Recovery Petroleum, which shall be taken and disposed
of 1n the manner determined pwsuant to Article VII(e). To the
extent that the value of all Cost Recovery Petroleum [as
deternuned 1 Article VII(¢c)] exceeds the actual recoverable
costs and expenditures, including any camry forward under
Article VII(@)}1)(av), to be recovered in that quarter, then the
total value of such Excess Cost Recovery Petroleum shall be
paid by CONTRACTOR to EGAS either (1) in cash i the
manner set forth m Article IV of the Accounting Procedwe
contained m Amex "E". or (1) m kind in accordance with
Article VII(a)(3).

(3) Ninety (90) davs prior to the conumencement of each Calendar

Year EGAS shall be entitled to elect by notice in writing to
CONTRACTOR to requure pavment of up to one hundred
percent (100%) of EGAS™ Excess Cost Recovery Petroleum in
kind. Such payvment shall be 1 Crude Oil from the Area F.O.B.
export terminal or other agreed delivery point;, provided that the
amount of Crude Oi1l taken by EGAS 1n kind 1n a quarter shall
not exceed the value of Cost Recovery Crude Oil actually taken
and separately disposed of by CONTRACTOR from the Area
curing the previous quarter. If EGAS’ entitlement to receive
paviment of i1ts Excess Cost Recovery Petroleum in land 1s
Iimited by the foregoing provision, the balance of such
entitlement shall be paid in cash.
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() PRODUCTION SHARING

(1) The remaming sixty three percent (63%) ot the Petroleum shall

to the tollowing shares.
(i) Crude Oil
Crude Oil  produced EGAS CONTRACTOR
and  saved under this SHARE SHARE
Agreement and not
used i Petrolewm oper-
ations. Barrels of Qil
Per Day (BOPD) (quar-
terly average).

That portion or increment  ( seventy eight percent ) (Twenty two percent)

less than 5,000 BOPD, (78 %) 22 %%)
That portion or increment ( Eighty percent ) ( Twenty percent )
from 3,000 BOPD and (80) 29) (20 %)

less than 10.000 BOPD .

That portion or increment  { Eighty one percent )  ( Nineteen percent )
from 10,000 BOPD and (81%) (19%)
less than 25,000 BOPD.

That portion or increment  { Eigthy fownr percent ) ( Sixteen percent )
trom 25,000 BOPD and ( 84%%) ( 16%)
less than 50.000 BOPD

That portion or increment  { Eigthy five percent )  ( Fitteen percent )
equal to or more than ( 85%) ( 15%)
S0L0040 BOPD
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(ii) Gas and LPG EGAS CONTRACTOR
Gag and LPG prochicad and SHARE SHARE
saved under this Agree-
ment and not used m Petro-
lewn operations.  Standard
Cubic Feet per Day (SCFPD)

(quarterly average) .

That portion or icrement ( Ninety percent ) { Ten percent )
less than 30 Million (90) %0) (10 29)
SCFPD.

That portion or merement { Eighty eight percent )  ( Twelve percent )
from 50 Milhon SCFPD (88 %) (12 %)
and less than 500 Milhon

SCEPD.

That portion or mecrement ( eighty seven percent)  ( thuiteen percent )
equal to or more than 504 (87%) (13%)

Million SCFPD

Such Production Shares referred to m Article VII (b) (1) (1) and (1)
above shall be taken and disposed of pursuant to Article VII(e).
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(2) Atter the end of each contractual Year during the term of

any Gas Sales Agreement entered mto pursuant to Article
VII(e)., EGAS and CONTRACTOR (as sellers) shall
render to EGAS (as buver) a statement for an amount ot
Gas, 1f any | equal to the amount by wluch the quantity of
Gas of wluch EGAS (as buver) has talken delivery talls
below seventy  ftive percent (75%) of the contract
quantities of Gas as establhished by the applicable Gas
Sales Agreement (the "Shoittall"), provided that the Gas
15 avallable. Witlhun sixty (64 davs of receipt of such
statement, EGAS (as buver) shall pay EGAS and
CONTRACTOR (as sellers) tor the amount of the
Shorttall, 1f any. The Shorttall shall be included
EGAS and CONTRACTOR s enfitlement to Gas
pursuant to Article VII (a) and (b) in the fourth (41
quarter of such contractual Year,

Quantities of Gas not taken but to be paid for shall be
tecorded mn a separate "Take-or-Pay Account”. Quanfities
of Gas ("Make Up Gas") wluch are dehvered m subsequent
Years In excess of seventy five percent (73%) of the confract
quantities of Gas as established by the applicable Gas
Sales Agresment, shall be set against and reduce quantities
of Gas tn the "Talke-or-Pay Account” to the extent thereot
ancl, to that extent, no pavment shall be due m respect of
such Gas. Such Make Up Gas shall not be wcluded 1mn
CONTRACTOR s entitlement to Gas pursuant to Article
VII(a) and (b), CONTRACTOR shall have no nghts to such
"Malce Up Gas".

At the end of any confractual Year, 1if EGAS and
CONTRACTOR (as sellers) tail to deliver seventy five
percent (73%) ot the annual contract quanfity of Gas as
defined 1 Gas Sales Agreement with EGAS (as buver),
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the difference between seventy five percent (75%) of the
annual contract quantity of Gas and the actual delivered
Gas quanfity shall be referred to as the "Deliver-or-Pay
Shortfall Gas". EGAS (as buver) shall have the nght to
take a quantity of Gas equal to the Deliver-or-Pay
Shortfall Gas and such quantity shall be valued with
ninety percent (90%) of the Gas puice as defined in the
Gas Sales Agreement.

The percentages set forth in Article VII {(a) and (b) 1n
respect of LPG produced from a plant constructed and
operated by or on behalf of EGAS and CONTRACTOR
shall apply to all LPG available for delivery.

(¢) VALUATION OF PETROLEUNM:
(1) Crude Oil:
(1) The Cost Recovery Crude O1l to which CONTRACTOR 1s

entitled hereunder shall be valued by EGAS and
CONTRACTOR at "Maiket Price" for each calendar quarter.

(11) "Market Price” means the weighted average price realized

(1)

from sales by EGAS or CONTRACTOR duning the given
quarter, whichever i1s higher, provided that the sales to be
used 1n arriving at the weighted average(s) shall be arm’s
length sales of comparable quantities on comparable credit
terms 1n freely convertible curency from F.O.B. point of
expoart sales to non-Affilated Companies under all Ciude
Onl sales contracts then m etfect, but excluding Crude Oil
sales contracts mvolving baiter, and

Sales, whether duect or indirect, through brokers or

otherwise, of EGAS or CONTRACTOR to any Affiliated

Clompany.
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(2) Sales mvolving a quid pro quo other than payvment in a
treely convertible cuirency or motivated in whole or in
part by considerations other than the usual econonuc

incentives for commercial arm’s length crude ol sales.

(1) It 1s understood that i the case of "C.LLF." sales, appropriate

(1v)

deductions shall be made for transport and msurance charges
to calculate the F.O.B. point of export price; and always taking
into account the appropuiate adjustment for quality of Crude
Onl, freight advantage or disadvantage of port of loading and
other appropriate adjpustments. Maitket Prce shall be
determined separately for each Ciude O1l or Crude Oi1l mux,
and for each port of loading.

It during any calendar quarter, there are no such sales by EGAS
and‘or CONTRACTOR under the Crude O1l sales contracts in
etfect, EGARS and CONTRACTOR shall mutually agree upon
the Marlket Price of the Barrel of Crude Oil to be used for such
quarter, and shall be guided by all relevant and available
evidence including curmrent prices in  fieely convertible
currency of leading crude oils produced by major ol
procucing 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 sales and sales
pronuses where no crude oil 15 delivered, to the extent that
such sales are effected under such terms and conditions
(excluding the price) not significantly different from those

under which the Ciude Oil to be valued, was sold, and always
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taking into consideration appropiriate adjustments for Crude
il quality, freight advantage or disadvantage of port of
loacing and other appropriate adjustiments, as the case may be,
tor differences in gravity, sulphwur, and other factors generally
recognized by sellers and purchasers, as reflected 1n crude il
prices, transportation mnety (90) davs insurance premiums,
unusual fees borne by the seller, and for credit terms 1n excess
of sixty (60) days, and the cost of loans or guarantees granted
tor the benefit of the sellers at prevailing interest rates.

It 15 the mtent of the parties that the value of the Cost Recovery
Crude Oil shall reflect the prevailing market price for such
Crude Onl.

(v) It etther EGAS or CONTRACTOR constders that the Market
Price as determined under sub-paragraph (11) above does not
reflect the prevailing Market Price or in the event EGAS and
CONTRACTOR fail to agree on the Market Price for any
Crude O1l produced under this Agreement for any quarter
within fifteen (15) davs after the end thereof, any party may
elect at any tume thereatter to submit to a single arbitrator the
question, what single price per Barel, in the arbitrator’s
Tudgment, best represents for the pertinent quarter the Market
Price for the Crude Oil 1n question. The arbitrator shall make
his deternunation as soon as possible following the quarter in
question. His determination shall be final and binding upon all
the parties. The arbitrator shall be selected in the manner

described below,
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In the event EGAS and CONTRACTOR ftail to agiee on the
arbitrator withan thity (30) days from the date any panty
notifies the other that 1t has decided to submit the
deternmnation of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appomting authouty
designated 1 accordance with Article XXIV(e), or such other
appointing authonty with access to such expertise as may be
agreed to between EGAS and CONTRACTOR. with regard to
the qualifications tor arbitrators set tforth below, upon wiitten
application of one or both of EGAS and CONTRACTOR.
Copy of such application by one of them shall be promptly
sent to the other

The arbitrator shall be as nearly as possible a person with an
established reputation 1 the international petrolewm mdustry
as an expert i pricing and marketing crude o1l 1 itermnational
comimerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with the A R E. and
the countrv(ies) of CONTRACTOR. He shall not be. at the
tume of selection. emploved by, o1 an arbitrator or consultant
on a contihng or frequent basts to. the American Petioleum
Institute,  the Orgamzation of the Petroleum Exporting
Countries or the Orgamzation of Arab Peticlenm Exporting
Counfries, or a consultant on a confinung basis to EGAS.
CONTRACTOR o1 an Atfiliated Company of etther, but past
occastonal consultatton with such compames, with other
petrolenm compantes, govermmnmental agencies o organzations
shall not be a ground tor disqualification. He shall not be, at
any time duning the two (2) Years betore lus selection, an
emplovee of any petroleum company or of any governmental

Aagency o1 orgamzation
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Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator tall vacant prior
to the decision called for, another person shall be chosen i the
same mamner provided for m tlus paragraph. EGAS and
CONTRACTOR shall share equally the expenses ot the
arbitrator.

The arbitrator shall malce his determination m accordance with
the provisions ot thus paragraph. based on the best evidence
avallable to lnm. He shall review Crude O1l sales confracts as
well as other sales data and mtormation but shall be free to
evaluate the extent to which any conftracts, data or mtormation
15 substantiated or pertinent. Representatives of EGAS and
CONTRACTOR shall have the nght to consult with the
arbitrator and furnish hom written matenals, provided that the
arbitrator mav mmpose reasonable [mtations on this right
EGAS and CONTRACTOR. each shall cooperate with the

arbitrator to the ftullest extent and each shall mswe such

cooperation of 1ts trading companies. The arbitrator shall be
provided access to Crude Ol sales contracts and related data
and intormation wlhich EGAS and CONTRACTOR or thew
trading compantes are able to make available and which m the
Judgment of the arbitrator nught ard the arbitrator 1n malking a

valid deternunation

(v1) Pending Matket Price agreement by EGAS and CONTRACTOR or

deternunation by the arbitrator, as apphcable, the Marlket Price
agreed tor the quarter preceding the quarter m question shall 1emain
temporardy m effect. In the event that ather EGAS
CONTRACTOR should mem a loss by vutue of the temporary

contumiation of the Mairket Puce of the previous quarter, 1t shall
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promptly be reimbursed such loss by the other party plus sumple
interest at the LIBOR plus two and one - half percent (2.5%) per
anmun 1ate provided for m Article IV (f) from the date on which
the disputed amount(s) should have been paid to the date of
pavinent.
(2) Gas and LPG
(1) The Cost Recovery and Production Shares of Gas subject to a
Gas Sales Agreement between EGAS and CONTRACTOR (as
sellers) and EGAS (as buver) for the local matket entered into
pursuant to Article VII{e) shall be valued, delivered to and
purchased by EGAS at a price deternuned monthly according
to the following Gas price tornmla ;-
PG=F*H
Where:
PG = the value of the Gas in U.S. Dollars per thousand Standard
Cubic Feet (MSCF)
F = a value i U.S. Dollars per mullion BTUs (MMBTU)
determuned monthly as a function of Brent Price

according to the following.

(Brent Price) (USS / Barrel) F (US$ / MMBTU)
Less than or equal to 10 1.5
Linear equation in the Gas
Greater than 10 but less than 22 Sales Agreement will be ap-
plied

Equal to or greater than 22 2.65
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(1)

Brent Price (US§ / barel) as detined in Article I (&),

In the event that the value of F can not be deternuned because
Platt’s Oilgram Price Report 15 not published at all during a
month, EGAS and CONTRACTOR shall meet and agree upon
the value of Brent by reference to other published sowces. In
the event that there are no such published sources or if the
value of Brent cannot be deternuned pursuant to the foregoing
tor any other reason, EGAS and CONTRACTOR shall meet

and agree on a value of Brent Price.

H = The mumber of million BTUs (MMBTU) per thousand
Standard Cubic Feet of Gas (MSCF), based on the gross

caloritic value,

The Cost Recovery and Production Shares of (LPG) produced
from a plant constructed and operated by or on behalt of
EGAS and CONTRACTOR shall be separately valued for
Propane and Butane at the outlet of such LPG plant according
to the following fornmula (unless otherwise agreed between
EGAS and CONTRACTOR):

PLPG = (.95 PR

Where:

PLPG = LPG price (separately determined for Propane and
Butane) in U.S. Dollars per metric ton.

PR = The average over a period of a month of the figwwes

representing the nud-point between the lugh and low
prices in U.S. Dollars per metric ton quoted in
"Platt’s LP Gaswire" dwing such month for Propane

and Butane F.O.B Ex-Ret/Stor. West Mediterranean.
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In the event that "Platt’s LP Gaswire" 1s 1ssued on certain dayvs
curing a month but not on others, the value of (PR) shall be
calculated using only those 1ssues wluch are published dwing
such month. In the event that the value of (PR) can not be
deternuned because "Platt’s LP Gaswire" 1s not published at all
cring a month, EGAS and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
sources. In the event that there are no such other published
sources or 1f the value ot (PR) can not be deternuned pursuant to
the foregoing for any other reason, EGAS and CONTRACTOR
shall meet and agree the value of (PR) by reference to the value
of LPG (Propane and Butane) dehivered F.O.B fiom the

Mediterranean area.

Such valuation of LPG 15 based upon delivery at the delivery

point specified 1 Article VII (2)(2)(111).

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

same month.

(1v) In case Gas 1s disposed of for export by EGAS and

(v)

CONTRACTOR to a thurd party, pursuant to Article VII (e),
then the Cost Recovery Gas will be valued according to
Article VII (¢) (2) (1) above and the Production Shares of such
Gas shall be valued according to the netback price.

The Clost Recovery and Production Shares of LPG disposed of
tor export by EGAS and CONTRACTOR pursuant to Article

VII{e) shall be valued at its actual realized price.
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d) FORECASTS:

The Jomt Venture Company shall prepare (not less than mnety (90)
davs prior to the beginnming of each calendar semester following first
regular production) and furnish i writing to CONTRACTOR and
EGAS a forecast setting out a total quantity of Petroleum that the
Jomt Ventwre Company estimates can be produced, saved and
transported hereunder during such calendar semester 1n accordance

with good petroleum industry practices.

The Joint Ventwe Company shall endeavor to produce the forecast
quantity during each calendar semester. The Crude Oil shall be 1un
to storage tanks or offshore loading facilities constructed,
maintained and operated according to Government Regulations, by
the Joint Venture Company, i which said Crude Oil shall be
metered or otherwise measured for rovalty, and other purposes
required by this Agreement. Gas shall be handled by the Tomnt

Venture Company 1n accordance with the provisions of Article VII(e).

(e) DISPOSITION OF PETROLEUNM:

(1) EGAS and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Ciude Ol to which each 1s
entitled wnder Article VII(a) and (b). Subject to payvment of
sums due to EGAS under Article VII(a)2) and Article IX,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by 1t including the proceeds from the sale of

i1ts share of Petroleum.
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Notwithstanding anytlhung to the contrary under this Agreement,
prionty shall be given to meet the requurements of the A R.E.
matket from CONTRACTOR s share under Article VII (a) and
(b) of the Crude Oil produced from the Area and EGAS or
EGPC shall have the preferential right to purchase such Crude
Onl at a price to be determuined pwsuant to Article VII(c). The
amount of Crude Oil so pwchased shall be a poation of
CONTRACTOR s share under Article VII (a) and (b). Such
amount shall be proportional to CONTRACTOR s share of the
total production of crude o1l fiom the concession areas in the
A RE. that are also subject to EGASYEGP(C’s preferential
right to pwchase. The pavment for such purchased amount
shall be made by EGAS 1 U.S. Dollars or in any other freely

convertible currency remittable by CONTRACTOR abroad.

It 15 agreed upon that EGAS shall notify CONTRACTOR, at

least forty five (45) days prior to the beginning of the calendar

semester, of the amount to be purchased during such semester

under this Article VII(e)(1).

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

(1) Priority shall be given to meet the requirements of the local
market as deternuned by EGAS. In case of unavailability
of local market, EGAS or EGAS and CONTRACTOR
shall be entitled to export the Gas.

(11) In the event that EGAS 15 to be the buver of Gas, the
disposition of Gas as indicated above shall be made by
virtue of a long term Gas Sales Agreement(s) to be
entered 1nto between EGAS and CONTRACTOR (as

sellers) and EGAS (as buyer).
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EGAS and CONTRACTOR (as sellers) shall have the

obhigation to deliver the Gas at the delivery point as

mchcated below, where such Gas shall be metered for sales,

rovalty, and other purposes requured by this Agreement.

(a) In the event no LPG plant 15 constiucted to process
such Gas, the delivery point shall be at the flange
connecting the Development Lease pipeline to the
nearest pomnt on the National Gas Pipeline Gud
Syvstem as depicted 1 Annex "F" hereto or as
otherwise agreed by EGAS and CONTRACTOR.

(b) In the event an LPG plant 15 constiucted to process
such Gas, such Gas shall, for the pwposes of
valuation and sales, be metered at the outlet of such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant
outlet, CONTRACTOR shall through the Jont
Venture Company build a pipeline switable for
transport of the processed Gas from the LPG Plant
outlet to the nearest poimnt on the National Gas
Pipeline Grid System as depicted 1 Annex "F"
hereto, or otherwise agreed by EGAS and
CONTRACTOR. Such pipeline shall be owned 1n
accordance with Article VIII (a) by EGAS, and 1ts
cost  shall Dbe financed and recovered by
CONTRACTOR as Development Expenditures
pursuant to this Article VIL

(111) EGAS and CONTRACTOR shall consult together to
determine whether to bwld LPG Plant to recover LPG
from any Gas produced hereunder. In the event that
EGAS and CONTRACTOR decide to buld such plant,
the plant shall, as 15 appropriate, be 1n the vicinity of the
point of delivery as deternuned 1n Article II and Article
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(iv)

VII(e)(2)(1). The delivery of LPG for, rovalty and other
purposes required by this Agreement shall be at the outlet
of the LPG plant. The costs of any such LPG plant shall
be recoverable 1 accordance with the provisions of this
Agreement, unless the Mimster ot Petroleum agrees to
accelerated recovery.

EGAS (a3 buver) shall have the 1ight to elect. by unety
(90 davs prior  wiotten notice to  EGAS  and
CONTRACTOR (as sellers), whether pavinent tor the
Gas wluch 15 subject to a Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS (as
buver) and LPG produced from a plant constructed and
operated by or on behalt of EGAS and CONTRACTOR.
as valued 1 accordance with Article VII(e), and to wluch
CONTRACTOR 13 enfitled under the Cost Recovery and
Production Sharing provisions of tlus Article VII, shall be
made 1) 1 cash or 2) m kind.

Pavments 1 cash shall be made by EGAS (as buver) at
itervals provided tor m the relevant Gas Sales Agreement
in U S Dollars, remitiable by CONTRACTOR abroad.

Paviments 1n kind shall be calculated by converting the
value of Gas and LPG to wluch CONTRACTOR 1s
entitled into equvalent Barrels of Crude O1l to be taken
concurrently by CONTRACTOR trom the Area, or to the
extent that such Crude O1l 15 msuthicient. Crude O1l from
CONTRACTOR s other concession areas o1 such other
areas as may be agreed. Such Cide O1l shall be added to
the Crude Cnl that CONTRACTOR 1s otherwise entitled to
lift under this Agreement. Such equivalent Barrels shall
be calculated on the basis of the provisions of Article VII
(c) relating to the valuation of Cost Recovery Crude Ol
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Provided that:

(aa) Pavment of the value of Gas and LPG shall always be
made 1 cash m US. Dollars renuttable by
CONTRACTOR abroad to the extent that there 13
msutficient Crude Oil available tor conversion as
provided tor above;

(bb) Pavment of the value of Gas and LPG shall always be

made m kind as provided for above to the extent that
paviments 1n cash are not made by EGAS.
Pavments to CONTRACTOR (whether in cash or in
land), when related to CONTRACTOR s Coost Recovery
Petroleum, shall be included i CONTRACTOR s
Statement of Recovery of Costs and of Clost Recovery
Petrolewm referred to in Article IV of Annex "E" of
this Agreement.

(v) In case a long term Gas Sales Agreement 15 not entered
between EGAS (as buyer) and EGAS and CONTRACTOR
(as sellers) witlun four (4) Years from the date of the
notice of Commercial Gas Discovery pursuant to Article
III (¢) (unless shorter period 15 agreed upon by EGAS),
EGAS (as seller) or EGAS and CONTRACTOR (as
sellers) shall have the right to take and freely dispose of
the quantity of Gas and LPG in respect of which the
notice of Commercial Discovery has been given by
exporting such Gas and LPG.

(vi) The proceeds of sale of CONTRACTOR s share of Gas
and LPG disposed of pursuant to the above sub-paragraph
(v) may be freely renutted or retamned abroad by
CONTRACTOR.

(vir) In the event that EGAS and CONTRACTOR agree to
accept new Gas and LPG producers to join 1n an ongoing
export project, such producers shall have to contribute a
tair and equitable share of the investment made.
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(vir) (aa) Upon the expiration ot the tour (4) Years period

(bb)

(cc)

reterred to 1 Anticle VIIEe(2)(v), CONTRACTOR
shall have the oblhgation to exert its reasonable efforts
to find an export matket tor the Gas reserves.

In the event that at the end of the four (4) Years
peried reterred to wnder Article VII(e)(2)0v),
CONTRACTOR and EGAS have not entered mnto
a (Gas Sales Agreement, CONTRACTOR shall
retain its rghts to such Gas reserves tor a huther
pernod of up to four (4) Years, subject to Article
VIIe)2)(vir)(ce), during wluch penod EGAS
and CONTRACTOR shall attempt to find a
matket tor such Gas reserves.

In the event that CONTRACTOR 13 not exporting
the Gas and CONTRACTOR has not entered mnto
a Gas Sales Agreement pursuant to Article VII (e)
(2} pror to the expny of eight (8) Years penod from
CONTRACTOR s notice of Commercial Gas
Discovery, CONTRACTOR shall sumender the
Gas reserves 1 respect of wluch such notice has
been given. It 1s understood that CONTRACTOR
shall. at any tume prior to the expuy of the eight
(8) Years perrod from CONTRACTOR s notice of
Commercial Gas Discovery of such Gas puwrsuant
to Article III. surrender such Gas reserves. if
CONTRACTOR 15 not exporting the Gas and
CONTRACTOR does not accept an otfer of a Gas
Sales  Agreement from EGAS witlun six (6)
months trom the date such otfer 15 made; providad
that the Gas Sales Agreement otfered to
CONTRACTOR shall take mto consideration the
relevant technical and economie tactors to enable
a commercial contract, mcluding:

- A suthclent delivery rate;
- Delivery pressure to enter the National Gas

Pipeline Giid System at the point of delivery,
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- Deliverad Gas quality specitications, not more
stiingent than those mposed or requured for the
National Gas Pipeline Gnid System:;, and.

- The Gas prices as specified in this Agreement.

(dd) In the event that CONTRACTOR has not enterad
mnto a Gas Sales Agreement pursuant to Article
VIIe)}2) or has not otherwise tound an acceptable
scheme for conumercial disposal of such Gas, at
the trme of the expiration of eight (8) Years from
CONTRACTOR s notice of Commerclal Gas
Discovery or falling agreement with EGAS on
Gas disposal at the expuration of the atoresaid
eight (8) Years penod, CONTRACTOR shall sunrender
to EGAS such Development Leasa(s) i wlnch
such Gas Dhscovery was made.

(1x) CONTRACTOR shall not be oblhigated to swrender a
Development Lease based on a Commercial Gas
Discovery, 1if Ciude Oil has been discovered 1n
commercial quantities 1 the same Development Lease.
(fy OPERATIONS:

[t following the reversion to EGAS of any nghts to Crude Ol
hereunder, CONTRACTOR etains nghts to Gas in the same
Development Lease, or 1if, tollowing the swrender of nghts to Gas
hereunder, CONTRACTOR retamns nights to Crude Onl 1n the same
Development Lease, operations to explore tor or explot the
Petrolewmn, the nights to wlich have been reverted or sunendered
(Ol or Gas, as the case may be) shall only be carned out by the
Jomt Venture Company wlich shall act on behalf of EGAS alone,
unless CONTRACTOR and EGAS agree otherwise.
(g) TANKER SCHEDULING:

At a reasonable tume prior to the conumencement of Commercial
Production EGAS and CONTRACTOR shall meet and agree upon
a procechme tor scheduling tanker hiftings from the agreed upon
point of export.
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ARTICLE VIII
TITLE TO ASSETS

(a) EGAS shall become the owner of all CONTRACTOR acquured and
owned assets which assets were charged to Cost Recovery by
CONTRACTOR 1 connection with the operations carnied out by
CONTRACTOR ar the JTomt Venture Clompany 1n accordance with
the following:

(1)

(2)

Land shall become the property of EGAS as soon as 1t 1s
purchased.

Title to fixed and movable assets shall be transterred
automatically and gradually from CONTRACTOR to EGAS as
they become subject to recovery in accordance with the
provistons of Article VIIL however, the full title to fixed and
movable assets shall be transternred automatically  from
CONTRACTOR to EGAS when thewr total cost has been
tecovered by CONTRACTOR in  accordance with the
pmovisions of Article VII or at the tume of termination of tlus
Agreement with respect to all assets chargeable to the
operations whether recovered or not, wluchever first occurs.
The book wvalue of the assets created durmg each calendar
quarter shall be conmmnucated by CONTRACTOR to EGAS o
by the Joint Venture Company to EGAS and CONTRACTOR
within thity (30) davs of the end of each calendar quarter.

(3) All samples and tecloucal data shall be transtenred to EGAS upon

EGAS request or at the termination of the Agreement.

(b) Duning the term of tlus Agreement, EGAS, CONTRACTOR and the
Jomt Venture Company are entitled to the full use and emoviment ot
all fixed and movable assets referred to above 1 connection with
operations hersunder or under any other Petroleum concession
agresment entered mmto by the parties.  In that case, proper
accounting admstiment shall be made, CONTRACTOR and EGAS
shall not dispose of the same except with agreement of the other.
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(¢) CONTRACTOR and the Jont Venture Company may freely import
into the A R.E., use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industiy practices, mcluding but not limited to

the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGAS as a signature bomus the sum of
tive million U.S. Dollars (§ 3000000) on the Etfective Date.

(b) CONTRACTOR shall pay to EGAS as a Development Lease bomus
the sum of one million five hundred thousand U.S. Dollars
($ 1300000) on the date of the approval of each Development Lease.

(¢) CONTRACTOR shall pay to EGAS the sum of two nullion U.S.
the appl‘oval date of entr}-’ mnto the five (3) Years Extension Period
pursuant to Article ITI(d)(un){dd).

(d) On the date of approval of each assignment requested by any of the
CONTRACTOR Members to any assignee in accordance with
Article XXI, CONTRACTOR shall pay to EGAS as an assigiment
bonus the sum of ten percent (10%) of the value of the deal of each
assignment valued 1 US Dollars.

(e) CONTRACTOR shall pay to EGAS the sum of three nullion U.S.
dall}-’ pl‘OdllelOll from the Area first reaches the rate of five thousa nd
(5004)) Barrels of O1l or equivalent per day as for a penod of thuty
(30)) consecutive producing davs. Pavment shall be made within
fifteen (15) days thereafter.
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() CONTRACTOR shall also pay to EGAS the additional sum of six
million U.S. Dollars (§ 6000004) as a production bonus when the
total average dally production from the Area first reaches the rate of
ten thousand (10000) Bamels of il or equvalent per day for a
pertod of thity (30) consecutive producing davs. Paviment shall be

made withun fitteen (15) davs thereatter.

(g) CONTRACTOR shall also pav to EGAS the adchtional sum of twelve
milhion U.S, Dollars ($ 12000000) as a procduction bonms when the
total average dally production from the Area tust reaches the rate of
twenty five thousand (250040 Barrels of O1l or equuvalent per day
tor a penod of thuty (304 consecutive producing davs. Payment will

be made withun fifteen (13) davs thereatter.

(I) CONTRACTOR shall also pav to EGAS the additional st of twenty
four nullion U.S, Dollars {($ 240000000 as a production bomms when
the total average daily production trom the Area first reaches the rate
of fitty thousand (300404) Barrels of Onl or equuivalent per dayv for a
penod of thirty (30) consecutive producing davs. Pavment shall be
macle within fitteen (15) davs thereatter.

(1) CONTRACTOR shall also pay to EGAS the additional sum of forty
eight mullion U.S. Dellars ($ 48000000) as a production bonus
when the total average daily production from the Area st reaches
the rate of one lnndred thousand (1000040) Banels of il or
equivalent per day for a pentod ot thuty (30) consecutive producing

davs. Paviment will be made witlun fifteen (135) davs thereatter

(1) All the above mentioned bonuses shall 1 no event be recovered by
CONTRACTOR,
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(k) In the event that EGAS elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT ¢ (1v), production
trom such sole 115k area shall be considered tor the purposes of this
Article IX only 1if CONTRACTOR exercises its option to share in
such production, and only from the mmtial date of sharing.

(1) Gas shall be taken into account for purpose of deternuning the total
average daily production from the Area under Article IX (e-1) by
converting daily Gas delivered into equuvalent barels of daily Crude
Onl production 1 accordance with the following fornula for each

untt of one thousand (1000) standard Cubic Feet of Gas:

Equivalent Barrels of O1l Per MSCF =H * {167
Where:
MSCF = one thousand Standard Cubic Feet of Gas .
H = the munber of nullion British Thermal Units (MMBTU) per MSCF.

ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an otfice in the AR E. at which notices
shall be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to cairy out immediately all Llocal
wiitten directions given to them by the Government or its representatives
under the terms of tlus Agreement. All lawful regulations issued or
hereatter to be 1ssued, which are applicable hereunder and not in contlict
with tlus Agreement, shall apply to the duties and activities of the

General Manager and Deputy General Manager.
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All matters and notices shall be deemed to be validly served if deliverad
to the office of the General Manager or which are sent to lum by
registered mail to CONTRACTOR s office in the ARE.

All matters and notices shall be deemed to be validly served if deliverad
to the office of the Chanman of EGAS or which are sent to lum by

registered mail at EGAS™ main office in Cawro, ARE.

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) The Joint Venture Company shall take all proper measures, according
to generally accepted methods 1n use 1 the Petrolewm mdustry, to
prevent loss or waste of Petroleum above or under the ground in any
torm during  dulling, producing, gathenng, and distiibuting o
storage operations. The GOVERNMENT has the nght to prevent
any operation on any well, that 1t might reasonably expect would
result in loss or damage to the well or the O1l or Gas field.

(b) Upon completion of the dirilling of a productive well, the Jont
Ventwe Company shall iform the GOVERNMENT o its
representative of the tume when the well shall be tested and the
production rate ascertained.

(¢) Except in instances where multiple producing formations in the same
well can only be produced economically through a single tubing
string, Petroleum shall not be produced from nultiple O1l bearing
zones through one string of tubing at the same tume, except with the
prior approval of the GOVERNMENT or its representative, which

shall not be unreasonably withheld.
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() The Jomt Venture Company shall record data regarding the quantities

of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or 1its
representative on the special torms provided for that purpose within
thitty (30) davs atter the data has been obtamed Daily o1 weelly
statistics regarding the production from the Area shall be available at
all reasonable times for examunation by authonzed representatives of
the GOVERNMENT.

(e) Daily dnlling records and the grapluc logs ot wells shall show the

(f)

quanfity and type of cement and the amount of any other matenials
used 1n the well for the purpose of protecting Petrolewn, Gas bearing
or tresh water strata.

Any substanfial change ot mechamecal condifions of the well atter 1ts
completion shall be subyject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGAS, CONTRACTOR. and the Jomnt Ventwe Company shall be

permitied to impoit and shall be exempted from customs duties, any
taxes. levies or fees (including tees tnposed by Muusterial Decision
No. 254 ot 1993 1ssned by the Mnuster of Finance. as now oo
hereafter amended or substituted) of any natwe and from the
importation rules with respect to the mmportation of machinery.,
equipment. appliances, matenals. 1tems, means of fransport and
transportation, electiic appliances. aw conditioners for offices, tield
housing and facilities, electronic appliances, computer hardware and
software, as well as spare parts requured for any of the mmported
items, all subject to a duly approved certificate 1ssued by the
responsible representative nominated by EGAS for such purpose.
stating that the mmported 1tems are requued tor conducting the
operations pursuant to thus Agreement. Such certificate shall be tinal
and binding and shall automatically result in the mportation and the
exemption without any further approval, delav or procedwe,
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(b) Machinery, equpment., appliances and means of transport and
transportation mnpotted by EGAS™ | CONTRACTOR s and the Joint
Ventwe Company’s contractors and sub-contractors temporanly
engaged 1 any activity pursuant to the operations wlich are the
subject of this Agreement. shall be cleared under the "Temporary
Release Svystem” without pavment of customs duties, any taxes,
levies or fees (neluding tees imposed by Muustenial Decision No.
254 of 1993 1ssued by the Muuster of Finance, as now or hereatter
amended or substituted) of any nature, upon presentation of a duly
approved certificate 1ssued by EGAS responsible representative
nominated by EGAS for such purpose, stating that the mmported
items are requued for conducting the operations pursuant to thus
Agreement. [tems set out m Article XII (a) mmported by EGAS',
CONTRACTOR s and the Tomnt Venture Company™ s contractors and
sub-contractors for the atoresatd operations. 1 order to be nstalled
or used permanently or consumed shall meet the condifions for
exemption set forth in Article XII{(a) atter bemng duly certified by
EGAS™ responsible representative to be used for conducting
operations pursuant to this Agreement.

{c) The expatnate emplovees of CONTRACTOR, the Jont Venture
Company and thewr contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other ancillary
taxes and charges except witlun the lunits of the provisions of the
laws and regulations applicable m the AR E.  However, personal
household goods and turmture (ncluding one (1) car) for each
expatriate emplovee of CONTRACTOR andior the Jomt Venture
Company shall be cleared wnder the "Temporary Release System”
(without paviment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authonities
by CONTRACTOR or the Jomt Ventwe Company approved by
EGAS™ responsible representative stating that the mmported 1tems are
imported tor the sole use of the expatiiate emplovee and lus tanuly.
and that such umported items shall be re-exported outside the AR E.
upon the repatriation of the concerned expatiiate emplovee.
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(d)  Items mmported into the A R E., whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exparted by the mnporting party at any tune atter obtaining
EGAS approval, which approval shall not be unreasonably withheld.
without any export duties. taxes or charges or any taxes or chaiges
from which such 1tems have been alieady exempted. being
applicable. Such 1tems mayv be sold witlun the A R E. atter obtammng
the approval of EGAS. which approval shall not be unreasonably
withheld. In this event. the purchaser of such ittems shall pay all
applicable customs dufies and other ancillary taxes and charges
according to the conditton and value of such ttems and the tanff
applicable on the date of sale, unless such 1tems have already been
sold to an Affiliated Company of CONTRACTOR, 1f any, or EGARS,
having the same exemption, or unless title to such items has passed
to EGAS,

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

trom such sale shall be divided 1n the tollowing manner:

CONTRACTOR  shall be entitled to  reunbursement of  its
urecoverad cost. if any. 1 such items and the excess. it any. shall

be pard to EGAS.

() The exemption provided tor m Article XlIia) shall not apply to any
imported 1tems when items of the same or substantally the same
kind  and  quality  are manutactued  locally, meet  the
CONTRACTOR s and/or the Jomnt Venture Company s specifications
tor quality and safety, and are available tor tumely pumchase and
delivery m the A R E at a price not lugher than ten percent (10:2%)
more than the cost of the mmported item, betore customs duties but

atter freight and insurance costs, 1f any, have been added.
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(1) CONTRACTOR, EGAS and thew respective buvers shall have the
r1ght to freely export the Petroleum produced trom the Area pursuant
to this Agreement. no license shall be required. and such Petroleum
shall be exempted from any customs duties, any taxes, levies or any

other imposts 1n respect of the export of Petroleum hereunder

ARTICLE X111
BOOKS OF ACCOUNT ACCOUNTING AND PAYMENTS

(a) EGAS, CONTRACTOR and the Jomt Venture Company shall each
matntain at themr business otfices 1n the A R E. boolks of account. 1n
accoldance with the Accounting Procedme 1 Amnex "E" and
accepted accounting practices generally used 1 the Petroleum
incstry, and such other books and records as may be necessary to
show the wotk pertormed under tlhus Agreement. mcluding the
amount and value ot all Petroleum produced and saved hereunder.
CONTRACTOR and the Jomt Ventwe Company shall keep then

books of account and accounting records i U.S. Dollars.

The Jomt Ventire Company shall furnish to the GOVERNMENT or
1ts representatives monthly retums showing the amount of Petroleum
produced and saved hereunder. Such retwns shall be prepared in the
torm requured by the GOVERNMENT. or its representatives and
shall be signed by the General Manager o1 by the Deputy General
Manager o a dualy  designated deputy and delivered to the
GOVERNMENT or its rtepresentatives witlun thirty (30) davs atter
the end of the month covered in the retun,

(b) The atoresaird boolss of account and other books and records retarrad
to above shall be avalable at all reasonable tunes tor mspection by
duly authonzed representatives ot the GOVERNMENT .
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(¢) CONTRACTOR shall subnut to EGAS a Profit and Loss Statement
of 1ts Tax Year not later than tour (4) months atter the
commencement ot the tollowing 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 tume subnut a vear-end Balance
Sheet tor the same Tax Year to EGAS The Balance Sheet and
tinancial statements shall be certiied by an Egyptian certitied
accounting fum.
ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR andior the Jomt Venture Company shall prepare
ancl, at all tumes while tlus Agreement 15 1n force, maintain accurate
and current records of thewr operations 1 the Area. CONTRACTOR
and/or the Jomt Venture Conpany shall fornish the GOVERNMENT
or 1ts representatives, in contornity with applicable regulations or as
the GOVERNMENT o1 1ts representatives may reasonably require,
information and data concerning then operations under this Agreement.
The Jomt Venture Company shall pertorm the tunctions mdicated
this Article XIV 1n accordance with 1ts role as specitied m Artaicle VI

(b)) CONTRACTOR andior the Joamt Venture Company shall save and
keep a representative portion of each sample of cores and cuttings
taken trom dolling wells, to be disposed of, or forwarded to the
GOVERNMENT on 1ts representatives i the manner directed by the
GOVERNMENT. All samples acqured by CONTRACTOR and/or
the Jomt Ventme Company for thew own puposes shall be
considerad available for mspection at any reasonable tume by the
GOVERNMENT or 1ts representatives.

(¢) Unless otherwise agreed to by EGAS, 1 case of exporting any 1o¢k
samples outside the AR E.. samples equuvalent 1 size and quality
shall, before such exportation, be delivered to EGAS as representative
of the GOVERNMENT,
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(d) Originals of records shall only be exported with the pernussion of

(e)

EGAS, provided, however, that magnetic tapes and any other data
which must be processed or analyvzed outside the A RE. may be
exported 1f a monmtor or a comparable record. 1t available, 15
malntamed 1 the AR E . and provided that such exports shall be
promptly repatiated to the A RE. following such processing o

analysis on the understanding that they belong to EGAS.

Dwing the peniod m which CONTRACTOR 13 conducting the
Exploration operations, EGAS duly authonized representatives o
emplovees shall have the right to full and complete access to the
Area at all reasonable tunes with the nght to observe the operations
bemng conducted and to mspect all assets, records and data kept by
CONTRACTOR. EGAS’ representatives or emplovees, 1n exercising
their rghts under the preceding sentence of tlns paragraph (e), shall
not cause any harm to CONTRACTOR s operations, CONTRACTOR
shall provide EGAS with copies of any and all data (ancluding, but
not limted to, geological and geophysical reports, logs and well
surveys). 1nformation and interpretation of such data, and other

1elevant information i CONTRACTOR s possession.

During the perniod i which CONTRACTOR conducts the Exploration
operations, CONTRACTOR shall fimmsh EGAS wath monthly, quarter]y,

semit-annual and annual technical status repoits.

For the parpose of obtatung new otters, the GOVERNMENT and/o
EGAS may at the end of any Exploration period .as it may be
extendad pursuant to the provisions of Article ¥V above, or at the date
of termunation of this Agreement, whichever 1s earlier. show any
other party un-mnterpreted basie geophysical and geological data with

respect to the area which CONTRACTOR has relimqushed.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible 1n law toward
thiwd parties for any damage caused by CONTRACTOR s Exploration
operafions and shall mdemmty the GOVERNMENT andior EGAS
against all damages tor which they mav be held hiable on account ot any
such operations.

However, 1 the event that any damage results as a consequence of the
1ssuance of any order, regulation or duection of the GOVERNMENT of
the A R E. whether promulgated 1n the torm of a law o1 otherwise, then
EGAS and/or CONTRACTOR shall be exempted from the responsibility
resulting from the non-pertormance or delay m performance of any
obligation under this Agreement as long as such non-performance or
delav 1 performance 1s ansing out of the issuance of such orders,
regulations or laws within the lmuts imposed by such orders, regulations
ol laws. EGAS andior CONTRACTOR shall be granted the necessary
petiod tor the restoration of any damage resulting tfrom the non-pertormance
ol the delay in performance, providad that such granted perod shall be
added to the term of the relevant peniod of tlhus Agreement at that tomne
and shall be restiicted to the Block(s) atfected by such orders, regulations
o1 laws and shall not exceed the penod of delay referted to above,

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT shall have
access to the Area covered by thus Agreement and to the operations
conducted thereon. Such representatives mav examme the bools,
registers and records of EGAS. CONTRACTOR and the Joint Ventune
Company and malke a reasonable mumber of sumveys, drawings and tests
tor the purpose of enforcing thus Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and mstnunents ot
CONTRACTOR or the Jomnt Venture Company on the condition that no
danger or mmpediment to the operations hereunder shall anse duectly or
mdirectly from such use. Such representatives shall be given reasonable
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assistance by the agents and emplovees of CONTRACTOR or the Joint
Venture Company so that none of their activifies endanger or hinder the
satety ar etficiency of the operations, CONTRACTOR or the Jomnt
Ventwe Company shall offer such representatives all privileges and
facihities accorded to its own emplovees m the field and shall provide
then, fiee of charge, the use of reasonable office space and of adequately
firmished housing while they are in the feld for the puwrpose of
facilitating the olyectives of tlus Article XVI Without prejudice to Article
XIV(e). any and all information obtained by the GOVERNMENT or 1ts
representatives under tlns Article XV shall be kept confidential with
lespect to the Area.

ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It 15 the deswe of EGAS and CONTRACTOR that operations
hereunder be conducted tn a busimess-like and etficient manner:;

(1) The expatnate admimstrative, professional and tecluucal
persoinel emploved by CONTRACTOR or the Jont Venture Company
and the persomel of 1ts contractors for the conduct of the
operations hereunder, shall be granted a residence as provided
for i Law No. 89 of 1960, as amended. and Muusterial Order
No, 8180 of 1996, and CONTRACTOR agrees that all
mmigration, passport, visa and emplovment regulations of the
ARE. shall be applicable to all alien emplovees of
CONTRACTOR working in the ARE.

(2) A mummum of twenty five percent (25%) of the combined
salaries and wages of each of the expatriate adnunistrative.
professional  and  technical  persomnel  emploved by
CONTRACTOR or the Joint Venture Company shall be pawd
monthly m Egyptian currency.
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(b)Y CONTRACTOR anel the Jount Venhuwe Company shall each select 1ts
emplovees and determine the mumber thereof, to be used for
operations hereunder.

(¢) CONTRACTOR, shall after consultation with EGAS, prepare and
canly out speclalized ftranung programs tor all its emplovees
A RE. engaged i operations hereunder with respect to applicable
aspects of the Petrolewm industry. CONTRACTOR and the Joint
Venture Company undertake to replace gradually their non-executive
expatriate statt by qualitied nationals as they are available,

() Dung any of the Exploration phases (as 1t mav be extended).
CONTRACTOR shall @mve to a nutually agreed mumber of EGAS
emplovees an opportiumty to attend and participate in CONTRACTOR s
and CONTRACTOR s Atfiliated Comparnes tranmng programs 1elating
to Exploration and Development operations. In the event that the
total cost of such programs 1s less than the sum of one hundied and
fifty thousand U.S. Dollars (§150000) 1 any Financial Year during
such penod, CONTRACTOR shall pay EGAS the amount of the
shortfall within thirty (34) days from the end of such Financial Year.
However, EGAS shall have the night that said amount of one Inmdred
and fitty thousand U.S. Dollars ($150004)) allocated tor tranung. be
patd cirectly to EGAS tor such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and the Jomt Venture Clompany shall be subject to
Law No. 66 of 19533 (excluding Article 37 thereot). as amended by
Law No. 86 of 1956 as amended. and the regulations 1ssued tor the
implementation thereot, mcluding the regulations for the sate and
etficient pertormance of operations carrted out for the execution of
this Agreement and for the conservation ot the Petroleum resources
of the ARE. provided that no regulations, or modification o
interpretation thereof are contrary to or inconsistent with the
provisions of this Agreement.
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(b) CONTRACTOR and the Jount Ventwe Clompany shall be subject to

(c)

the provisions of the Law No. 4 of 1994 concermng the enviromment
and 1ts executive regulation, as may be amended, as well as any laws
or regulations that may be 1ssued, concerning the protection of the
anvironment.

Except as provided mn Article III{g) tor Income Taxes, EGAS.
CONTRACTOR and the Jomnt Venture Company shall be exempted
trom all taxes and duties, whether imposed by the GOVERNMENT
or nmunicipalities including among others. Sales Tax. Value Added
Tax and Taxes on the Exploration, Development, extracting, praducing,
exporting or transporting of Petroleum and LPG as well as any and
all withholding taxes that nught otherwise be mmposed on dividends.
interest, technical service tees, patent and trademark rovalties, and
sinnlar items. CONTRACTOR shall also be exempted from any tax
on the liqqudation of CONTRACTOR, or dastributions of any 1ncome
to the shareholders of CONTRACTOR, and from any tax on capital.

(d) The nghts and obligations of EGAS and CONTRACTOR under, and

for the effective term of thuis Agreement shall be governed by and 1n
accordance with the provisions of this Agreement and mav only be
altered or amended by the written mutual agreement ot the said
contracting parties and according to the same procechiwes by which

the onginal Agreement has been 1ssued.

(2) The contractors and sub-contractors of CONTRACTOR and the Jount

Ventwe Company shall be subject to the provisions of this
Agreement wlhich atffect them. Without prejudice to Article XVIII
(by above, 1f regulattons wlhich are duly i1ssued by  the
GOVERNMENT apply from tume to tume and are not 1n accord with
the provisions of this Agreement. such regulations shall not apply to
CONTRACTOR, the Jomt Ventwe Company and thewr respective
contractors and sub-contractors. as the case mav be.
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(f) EGAS, CONTRACTOR, the Jomt Ventmre Company and then
respective confractors and sub-contractors shall for the puposes ot
this Agreement be exempted from all professional stamp duties,
mposts and levies mmposed by syndical laws with respect to theuw
documents and activities hereunder

(g) Without prepdice to Article XVIII (b) above, all the exemptions
from the application of the A RE. laws o regulations granted to
EGAS, CONTRACTOR, the Joaint Ventiwe Company, then contractors
and sub-contractors under this Agreement shall include such laws
and regulations as presently in etfect or as thereatter amended o
substituted.

ARTICLE XIX
STABILIZATION

In case of changes in exusting legislation or regulations applicable
to the conduct of Exploration. Development and production of
Petrolemmn. wluch take place after the Etfective Date. and which
significantly affect the econonuc interest of this Agreement to the
detrmment of CONTRACTOR or which mmposes on CONTRACTOR an
obligatton to renut to the A RE.  the proceeds from sales of
CONTRACTOR s Petrolewn, CONTRACTOR shall notity EGAS of the
subject legislative or regulatory measure as well as 1ts consequent effects
that mayv cause the destabilization of the Agmeesment. In such case, the
parties shall negotiate appropriate modifications to thus Agreement
designed to restore the economic balance thereot which exusted on the
Etfective Date.

The parties shall use thew best etforts to agree on the appropriate
amenciments to this Agreement within ninzsty (90) days from atoresaid notice.,

These amendments to this Agreement shall m any event neither
decrease nor merease the nghts and obligations of CONTRACTOR as
these were agreed on the Eftective Date.
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In the event the parties fail to reach an agreement during the period
referred to above 1n this Article, such dispute shall be referred to the
general 1ules 1 settling the disputes stated 1 Article XXIV of this

Agreement.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent expectation of
wal or internal causes, the GOVERNMENT may requusition all or
part of the production from the Area obtained hereunder and requure
the Joint Venture Company to increase such production to the utmost
possible maximum. The GOVERNMENT may also requisition the
Onl and/or Gas field 1tself and, 1f necessary, related tacilities.

(b) In any such case, such requusition shall not be effected except after
mviting EGAS and CONTRACTOR or their representatives by
registered letter, with acknowledgement of receipt, to express thew
views with respect to such requisition

(¢) The requisition of production shall be etfected by Ministerial Order.
Any requusition of O1l and/or Gas field itself, or any related facilities,
shall be effected by a Presidential Decree duly notified to EGAS and
CONTRACTOR.

(d) In the event of any requsition as provided for above, the
GOVERNMENT shall indenmify i tull EGAS and CONTRACTOR
tor the pertod during which the requisition 1s maintained, mcluding:
(1) All damages which result from such requusition; and
(2) Full repayvment each month tor all Petroleum extracted by the

GOVERNMENT less the rovalty share of such production.
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However, any damage resulting from enemy attack 1s not within the
meaing of thus paragraph (d). Pavment hereunder shall be made to
CONTRACTOR m U.S. Dollars remuttable abroad. The price paid to
CONTRACTOR for Petiolenn taken shall be calculated 1n
accordance with Article VII(c).

ARTICLE XXI
ASSIGNMENT

(a) Neither EGAS nor CONTRACTOR may assign to a person, fiom or

corporation, in whole or 1n part. any of its nghts, prvileges, duties ar
obligations under this Agreement either directly or imdiectly without
the written approval of the GOVERNMENT, and 1n all cases prionty
shall be given to EGAS: 1t 1t so desire, to obtamn such interest
intended to be assignead.

(by Without prepmchice to Article XXI (a). CONTRACTOR mav assign all

(C)

or any of its 1nghts, privileges, duties and obligations under tlus
Agreement to an Affiliated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notity EGAS and the
GOVERNMENT 1 writing and obtain the wriitien approval of the
GOVERNMENT on the assignmment.

In the case of an assignment either 1 a whole or 1 a pait to an

Atfiliated Company, the assignor together with the assignee shall

rematn jountly and severally liable tor all duties and obligations of

CONTRACTOR wnder this Agresment provided such Affiliated

Company remains 1 the same capacity as an Athiliated Company,

To enable constderation to be given to any request for such

GOVERNMENT s consent referred to m (@) or (b) above. the

tollowing conditions must be tulfilled:

(1) The obligations of the assignor denving from tlus Agreement
must have been duly fulfilled as of the date such request 15
made.



YooV iy YY) () b Y0 sl = da J 5y A

oY

o 33l iy Ao 5 o e S5t Ay fecindd ol g (¥)
S aie Ll (gphair o) Oligasd) IS 5 5y ) J5a
o, g Lol T eMar e S Lo ol 13 050 Loy
S Balasoly Lpeaomdd ulan] M odo J3ladl Gty o s ot
Ny

oy (A Ol el oy o (pad3ball) 3Ll o gpay (1)
ad) S5zl Zuzahly LIQH 5 LS

iy ol D1t ads Jol o0 lomy ol o o o] s ol 3l (6 (5

Blad! o Ol Gl o ny cpmiicadls dgaldl 33L01 s o ot
b & pomas sl < beel 5T Q3o ot Gz Lo o JWI G, F e ]
Sy iz Joudl S il miall 1SS | s Sl S o 3
P PP3E S (FUCTJEN (R FONU PO FIX U DU} SVECIRCA PUNT

gt Lin Ole p3000

il S ) My il ! et el el J3latl Glish wie (o)

o6 Yoraals plai¥l Bilall o coe; 66 oJ3lall 1300 by 01 e
Jpad) pola o elon] S| S 50 i) LUl oo il 0o
I Lol Tylan] Skt phaas o Lo Lo Skl sl b i | o
i Ll gd 8 30y L LSO kel s sl o Loy (V4) g
i Ul (3 ] 5Ll g pilh SO Gl s Lo il o 8
Jilzald Goe ada Loy (M) oy S IS Uas Y1 g o] s
Kbl yo b oty il I ORI J) e Sl o b ad e 3l

ol 0 e T 5 a8 Ty Lo oS

IS e Byl 3 minliaie puinlo b ad] J3badls J3atl 6,85 of ca ()

inly Baisee J3ladl ol Ul (iali] sds oyt Jolitl ilel )y lanls
Al syt s, L



VO Y.V i iy ¥V B () mU Ve suall = Lo I3y 4

(2) The mstrument of assignment must include provisions stating
precisely that the assignee 15 bound by all covenants contained
i this Agreement and any modifications or additions m writing
that up to such time may have been made.

A dratt of such mstimment of assigmment shall be submitted to
EGAS for review and approval before being formally executed.

(3) The assignor(s) must submut to EGAS reasonable documents
that evidence the assignee’s financial and techiucal competence.

() Any assigniment. sale. transter or other such convevance made
pusuant to the provisions of thas Article XXI shall be free of any
transter, capital gams taxes or related taxes. charges or fees
includimg without hmitation, all Income Tax, Sales Tax, Value
Added Tax. Stamp Duty. or other Taxes or sinular paviments.

(2) Once the assignor and a proposed third party assignee, other than an
Atfihated Company. have agreed the final condittions of an
assignment, the assignor shall disclose m detaills such final
concitions 1n a written notification to EGAS. EGAS shall have the
right to acquure the mterest mtended to be assigned, 1f, withun sixty
(60 davs from assignor’s wittten notification. EGAS delivers to the
assignor a written notitication that 1t accepts the same conditions
agreed to with the proposed tlurd party assignee. If EGAS does not
deliver such nofification witlin such sixty (60) day period, the
assignor shall have the nght to assign to the proposed tlurd paty
assignee, subject to the Government approval under paragraph (a) of
this Anticle.

(1) As long as the assignor shall hold any mterest under this Agreement,
the assignor together with the assignee shall be jointly and severally
liable tor all duties and obligations of CONTRACTOR under this
Agraameant.
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ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL

(@) The GOVERNMENT shall have the night to cancel thus Agreement
by Order or Presidential Decree, with respect to CONTRACTOR,
the following 1nstances:

(1) If 1t has knowingly submutied any false statements to the
GOVERNMENT wluch were of a matenial consideration for
the execufion of this Agreement.

(2) It 1t assigns any interest hereunder contrary to the provisions of
Article XXI

(3) If 1t 15 adjudicatad bankiupt by a comt of competent jurischction.

(4) It 1t does not comply with any final decistion reached as the result
of court proceedings conducted under Article XXIV(a).

(5) If 1t intentionally extracts any mineral, other than Petrolewm. not
authonzed by this Agreement or without the authonzation of
the GOVERNMENT, except such extractions that may be
unavoldable as the result of the operations conducted hereunder
1 accordance with accepted Petrolewm mdustiy practice and
which shall be notitied to the GOVERNMENT or its
representative as soon as possible.

AN
=N
S

[t 1t commuts any matenial breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956 as amended; provided that they, are not contradicted by
the provisions of this Agreement.
Such cancellation shall take place without prejudice to any nights
which mav have accrued to the GOVERNMENT agamst
CONTRACTOR 1n accordance with the provisions of this
Agreement, and, 1 the event of such cancellation,
CONTRACTOR. shall have the night to remove from the Area all
1ts personal property.
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(b)Y It the GOVERNMENT deems that one of the atoresaid causes (other
than a force majeme cause referred to mn Article XXIII exists to
cancel thus Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90 davs wiitten nofice personally served on CONTRACTOR s
(General Manager, 1n the legally official manner and receipt of wluch
15 acknowledged by ham or by lus legal agents. to remedy and remove
such cause. But 1f for any reason such service 1s impossible due to
un-notified change of address, publication in the Otficial Jounal of
the GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR, It at the end of the said mnety (90)
davs notice pertod such cause has not been remedied and removed,
thus Agreement may be canceled torthwith by Order or Presidential
Decree as atoresaird. Provided however. that 1if such cause. or the
tarllure to remedy or remove such cause, results from any act or
onussion of one party. cancellation of tlus Agreement shall be
effective only agamst that party and not as agamst any other party
hereto.

ARTICLE XXIII
FORCE MAJEURE

(a) The non-pertormance or delay i performance by EGAS and
CONTRACTOR. or ether of them, of any obligation under this
Agreement shall be excused 1f, and to the extent that, such
non performance o delay 15 caused by force majeure. The period of
any such non-pertormance or delay, together with such period as
may be necessary for the restoration of any damage done during such
delav. shall be added to the tume given in tlus Agresment for the
pertormance of such oblhigation and for the performance of any
obligation dependent thereon and consequently. to the term of tlus
Agreement, but only with respect to the Exploration or Development
Block(s) attected.
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(b) "Force Majewe" within the meamng of this Article XXIII, shall be

any act of God, msunection, 1ot, war, stike, and other labor
distmbance. fues, floods or any cause not due to the fault o
negligence of EGAS and CONTRACTOR or either of them, whether
ol not smular to the foregoing, provided that any such cause 1s
bevond the reasonable control of EGAS and CONTRACTOR, o
e1ther of them.

(¢) The GOVERNMENT shall mcur no responstbility whatsoever to

EGAS and CONTRACTOR, or either of them. for any damages.
restrictions or losses arising 1tn consequence of such case of force
majeure herematter reterred to i thus Article.

(dy It the force majewre event occurs during the mutial Exploration period

or any extension thereof and continues m effect tor a pertod of six
(6) months, CONTRACTOR shall have the option upon mnety (90)
davs prior wriitten notice to EGAS to termmate 1ts obligations
hereunder without turther liability of any kind.
ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this

(b)

Agreement or the breach. ternunation or mvalidity thereot, between
the GOVERNMENT and the parties shall be referred to the

nuschction of the competent comts mn AR.E. and shall be finally

setiled by such courts.

Any dispute, controversy or clamm arising out of or relating to this
Agreement, o1 the breach. termunation or mvalichty thereot, between
EGAS and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cawro Regional Center
tor International Commercial Arbitration {(the Center) mn effect on
the date of tlus Agreement. The award of the arbitrators shall be
final and binchng on the paihies.
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(¢) The mumber of arbitrators shall be three (3).

()

Each party shall appoint one (1) arbitrator. If, within thirty (30) davs
atter receipt of the claimant s notitication of the appomtment of an
arbitrator the respondent has not notitied the clanmant m wiiting of
the name of the arbitrator he appoints, the clanmant may request the
Center to appomt the second arbitrator

(¢) The two (2) arbitrators thus appointed shall choose the third

arbitrator who shall act as the presichng arbitrator of the tribunal. It
within thirty (30) days after the appomtiment of the second arbitiator,
the two atbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at The Hague, the Nethetlands to
designate the appointing authonty. Such appoimnting authonty shall
appownt the presicding arbitrator 1 the same way as a sole arbitrator
world be appomted tnder Article 6.3 of the UNCITRAL Arlitration Rules
such presiding arbitrator shall be a person of a nationality other than
the AR E or the CONTRACTOR s nattionality(12s) and of a country
wliuch has diplomatic relations wiath both the ARE. and the
CONTRACTOR 5 country(ies) and who has no econonue mterest i
the Petrolewm business of the signatories hereto.

() Unless otherwise agreed by the parties to the arbitration, the

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

(h)

arbitration, including the making of the award. shall take place in
Cairo, A RE.

Parties, including the arbitration tees and all related 1ssues and the
execontion of the artbitrators dectsion shall be reterred to the
competent courts according to the Egyptian laws.

Egvptian law shall apply to the dispute except that in the event of
any contlict between Egvptian laws and tlhus Agreement, the
provisions of this Agreement (includmg the arbifration provision)
shall prevail. The arbittation shall be conducted 1 both English and
Arabic languages.
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(1) If, for whatever reason, arbitration i accordance with the above
procedure can not take place, EGAS and CONTRACTOR will
transfer all disputes, controversies or claums arsing out of or relating
to this Agreement or the breach, ternunation or mvalidity thereof
shall be settled by ad hoc arbitration in accordance with the

UNCITRAL Arbitration Rules 1n effect on the Etfective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The nights, duties, obligations and hiabilities 1 respect of EGAS and
CONTRACTOR hereunder shall be several and not joint or
collective, 1t being understood that this Agreement shall not be
constiued as  constituting an  associlation or corporation or
partnership.

(b) Each CONTRACTOR Member shall be subject to the laws of the
place where 1t 15 1corporated regarding 1ts legal status or creation,
organization, charter and by-laws, shareholding, and ownership.
Each CONTRACTOR Member’s shares of capital which are entwely
held abroad shall not be negotiable in the A R.E. and shall not be
offered for public subscription nor shall be subject to the stamp tax
on capital shares nor any tax or duty in the A RE.. CONTRACTOR
shall be exempted from the application of Law No. 159 of 1981, as
amended.

(¢) All CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this

Agreement.
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ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or the Jont Venture Company, as the case may be, and

then contractors shall:

(a)

(b)

Give prionty to local contractors and sub-contractors, including
EGAS™ Affiliated Companies, as long as thewr performance 1s
comparable with international performance and the prices of then
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

Give preference to locally manufactured material, equipment,
machinery and consumables as long as thew quality and tume of
delivery are comparable to internationally available material,
equipment, machinery and consumables. However, such matenal,
equipment, maclinery and consumables may be imported for
operations conducted hereunder 1f the local price of such items at
CONTRACTOR s or the Jomnt Venture Company’s operating base in
the A RE. 13 more than ten percent (10%) higher than the price of
such mmported 1tems before customs duties, but after transportation

and msurance costs have been added.

ARTICLE XXVII
TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, betore the competent counts

of ARE., be referred to in construing or interpreting this Agreement;

provided, however, that 1 any arbitration pursuant to Article XXIV
herein above between EGAS and CONTRACTOR the English and
Arabic versions shall both be referred to as having equal force 1n

construing or interpreting this Agreement.
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ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles of this Agreement are solely
tor the convenience of the parties hereto and shall not be used with
respect to the mterpretation of said Articles.

ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law 13 1ssued by the competent authonities of the AR E.
authonzing the Mumster of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement 1s signed by
the GOVERNMENT, EGAS, and CONTRACTOR.

GUJARAT STATE PETROLEUM CORPORATION LIMITED
COMPANY
BY  mmmmm e e e

GEOGLOBAL RESOURCES (BARBADOS) INC. COMPANY
BY  mmmmm e e e

ALKOR PETROO LIMITED COMPANY
BY  mmmmm e e e

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
5 —

ARAB REPUBLIC OF EGYPT
5 —
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
GUJARAT STATE PETROLEUM CORPORATION LIMITED
AND
GEOGLOBAL RESOURCES (BARBADOS) INC.
AND
ALKOR PETROO LIMITED
IN
NORTH HAP’ Y OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 15 a provisional illustrative map at an approximate scale of

(1: 1000000) showing the Area covered and atfected by this Agreement.

The acreage of the Area measures approximately four thousand one
: ’ ’ ’ : : ) . 2 : ~

hundred and eighty square kilometers (4180 k™). It consists of all o
part of Exploration Blocks, the whole Blocks are defined on three (3)

minutes latitude by three (3) mumtes longitude grid.

The delineation lines of the Area i Amnex "B" are intended to be only
illustrative and provisional and may not show accurately the true position
of such blocks 1n relation to existing monuments and geographical
features.
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Coordinates of the corner points of the Area are given in the following

table which forms an integral pait of this Annex "A":-

BOUNDARY COORDINATES
OF
N. HAP’ Y OFFSHORE AREA
MEDITERRANEAN SEA

Coordinates

Latitude (North) Longitude (East)

300 00" 32° 54 00"
190 OO 32° 540 o0
O 32° 510 00
(0" 32° 510 0o
OO 32° 48 00
00" 32° 48 00"
O0m 32° 42 00
00" 32° 42 00"
00" 32° T 0"
O 32° 27 00
0o 329 24 00
OO 32° 24 00
00" 32° 15 oo
ik 32° 158 o0
O0n | ST 00
Oon | 57 00"
O0n | A0 00"
Oon | AR 00"
00" | 420 00"
O0n | 420 00"

h

N | A

o0
’ 4

(42 [— [— [— [S— b b
2 o | oo k=

]
S
-2
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ANNEX “ B

CONCESSICN AGREEMENT FOR
GAS AND CRUDE OIL
EXPLCORATION AND
EXPLQOITATION
BETWEEN

THE ARAB REPUBLIC OF EGYPT
AND

EGYPTIAN NATURAL GAS HOLDING
COMPANY
AND
GUJARAT STATE FETROLEUM
CORPORATION LIMITED
GEOGLOBAL RESOURCES |[BARBADOS} INC.
ALKOR PETROQ LIMITED

N. HAP'Y OFFSHORE AREA
MEDITERRANEAN SEA

ARE.
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ANNEX “B“
MAP OF THE CONCESSION AGREEMENT

N. HAP’Y OFFSHORE AREA
MEDITERRANEAN SEA

3218’ " 30' 32z 42" J2* 54"

I
12042 | -- ==
’ Meditefranean Sea
12236 —- |- - PR 4= = —tms -
1
e .20 L
12 28
3z° 1. .
1 12
32° 06’
32° 00" . |
Mediterranean Sea
31" 54 - — : - - L |
i .

ANNEX " B" el e |

=

CONCESSION AGREEMENT FOR

GAS AND CRUDE OIL ol all dduicd
EXPLORATION AND eIk y AlAN g U o il
| EXPLOITATION .
BETWEEN -
THE ARAB REPUBLIC OF EGYPT Al pmmady g gan

AND 3
Anadall S Al & piasl] 48,501

EGYPTIAN NATURAL GAS HOLDING

COMPANY L, s -
AND lad Cpens 20 98 ot )y Gl il s gun 45,0
, GUJARAT STATE PETROLEUM W51 (o) e g5 Jb pia g AS
CORPORATION LIMITED B g 80 4G4
GEOGLOBAL RESOURCES (BARBADOS) INC, ;
ALKOR PETROO LIMITED i e
i IN ‘o yau]| PN Sl 4 gla i,
N. HAP'Y OFFSHORE AREA Seuglall sy
MEDITERRANEAN SEA

;
Lot

l A.R.E.

! vy ut-:'l pﬁuj‘dﬂ%
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ANNEX "C"
BANK LETTER OF GUARANTEE
Letter of Guarantee No. --- (Cairo --—————--—-- 2(H}--),
EGYPTIAN NATURAL GAS HOLDING COMPANY.
Crentlemen,
The undersigned., National Bank of Egypt as Guarantor, hereby
suarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(heretnatter referred to as "EGAS™) to the linut of one handred and fufty
mlion ($15300000000 US Dollars, the performance by GUIARAT
STATE PETROLEUM  CORPORATION  LIMITED  "GSPC".
GEOGLOBAL RESOURCES (BARBADOS) INC. "GGR" and ALKOR
PETROO  LIMITED "ALKOR" (herematfter 1eferred  to  as
"CONTRACTOR") of 1ts obligations reqqured for Exploration operations
to spend a mummum of one hundred and fitty nullion U.S. Dollars
($ 1300000040 during the towr (4) Years of the nutial Exploration pertod
mnder Article IV of that certain Concession Agreement (herelnatter
teferred to as the "Agreement”) covermng that Area descrbed m Annexes
"A" and "B" of sard Agreement, by and between the Arab Republic of
Egvpt (herematter referred to as "A R E™), EGAS and CONTRACTOR,
i NORTH HAP'Y OFFSHORE AREA. MEDITERRANEAN SEA 1ssued
by Law N@.--=------ of 200 --
It 15 wnderstood that this Guaranty and the lhiability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditie of
sald one lmndred and fitty nullion U.S Dollars ($130000000) by the
amount of money expended by CONTRACTOR for such Exploration
operations curing each such quarter and approved by EGAS. Each such
reduction shall be established by the jomt wiitten statement to the
Guarantor by EGAS and CONTRACTOR.
In the event of a clamm by EGAS of non-performance or sinrender of the
Agreement on the part of CONTRACTOR pnior to tultillment of said
mounnin expendibme obligations under Article IV of the Agreement,
there shall be no lability on the wdersigned Guarantor for pavinent to
EGAS unless and until such hability has been established by writien
statement of EGAS setting torth the amount due under the Agreement.



VoViwddn ¥V 8 (0) pb Yo il - i s 41 AVA

— Ll pleal) Gllas 3 b j2dys
oS [jas ] paliall a5 151 31 J i) WSU 1 laial) ollas gy T -
L 5)bu comol wlouls .o Jslill O deblis¥I ol wlols dslatl e
LU 0dn ol i)l o » bl Bl el 0 sels Ly 5,081 0 gecail

3,55l
b Ll e plecall Glbs g Jo gl ey -
o ¢ a5 oo el (V) g Sl (€) Birf iy (1)
S !l g g gy I SLLIY 55, S 3 AL g ares gy i ()
szt ol QUYL I Sl ol Ggle Tkl pulon] baies 3
el i, ¢ S e
o 1 3 alall ) s o oo L8N Ha b adlan T 06 LI, - ¥
o S AL a2 e ple Qs « Ll )
 olagey JoWll addiy o I M) ad sdoy ulonal
5o bl ada 5 adlHLall G wlalzally oy oJ Jolll o (1)
o] (J s pall B sl by o o dylill ol ()
gl e sl Gyl s o I3]0 Ll W el ollas Bske] s



WY XY i T YV 3 () b Y0 il — e SISy 2

It 15 a further condition of this Letter of Guaranty that:

(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been mformed i wiiting by CONTRACTOR
and EGAS that the Agreement between CONTRACTOR, ARE.
and EGAS has become effective according to its terms, and said
Guaranty shall become effective on the Effective Date of said
Agreement.

(2) This Letter of Guaranty shall in any event automatically expire:

(a) Four (4) Years and six (6) months after the date 1t becomes
etfective, or

(b) At such tume as the total of the amounts shown on quarterly joint
statements of EGAS and CONTRACTOR equals or exceeds the
amount of sard nmummum expenditure obligation, whichever 1s
eatlier.

(3) Consequently, any claim, in respect thereot should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied by EGAS® wiitten statement, setting forth the amount
of under-expenditine by CONTRACTOR to the effect that:

(a) CONTRACTOR has failled to perform 1its expenditine
obligations referred to 1n this Guaranty, and

(b) CONTRACTOR has tailed to pay the expenditure deficiency to
EGAS.
Please retuin to us this Letter of Guaranty in the event it does
not become effective, or upon the expuy date.

Yours Faithfully,

Accountant @ -

Manager ¢ ———————— e

Date -
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ANNEX "D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE I
FORM AND GOVERNING LAW

A jomt stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be tformed with the authonzation of the
GOVERNMENT 1n accordance with the provisions of this Agreement
referred to below and of this Charter.
The Joint Venture Company shall be subject to all laws and regulations
in force in the A R.E. to the extent that such laws and regulations are not
inconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICLE II
NAME OF JOINT VENTURE COMPANY
The name of the Joint Venture Company shall be mutually agreed upon
between EGAS and CONTRACTOR on the date of the Conmmercial

Discovery, and shall be subject to the approval of the Muimster of
Petroleum.

ARTICLE III
LOCATION OF HEAD OFFICE

The Head Office of the Joint Ventwe Company shall be in Cairo, A RE..

ARTICLE IV
OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Ventuwre Company 13 to act as the agency through
which EGAS and CONTRACTOR, carry out and conduct the
Development operations required m accordance with the provisions of
the Concession Agreement for Gas and Crude Oil Exploration and
ExploitationinNORTH HAP® Y OFFSHORE AREA, MEDITERRANEAN
SEA. A RE (heremafter referred to as the "Agreement") entered into by
and between the Arab Republic of Egypt (hereinafter refeired to as the
"ARE."), EGAS and CONTRACTOR 1ssued by Law No. ---- of 20{)--.
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The Jomt Venture Company shall also be the agency to camry out and
conduct Exploration operations atter the date of Commercial Discovery,
1n any portion of the Area converted mio a Development Lease, pursuant
to Worlk Programs and Budgets approved m accordance with the

Agleement,

The Tomt Venture Company shall keep account of all costs, expenses and
expenditures for such operations wunder the terms of the Agresment and

Amex "E" thereto.

The Jomt Venture Company shall not engage 1 any business or
undertake any activity bevond the performance of said operations unless

otherwise agreed upon by EGAS and CONTRACTOR.
ARTICLE Y
CAPITAL

The authonized capital of the Jomt Ventwre Company 1s twenty thousand
(20004 Egyptian Pounds divided into five thousand (3004) shares of
conunon stock with a value of towr (4) Egyptian Pounds per share having
equal voting rights, fully paid and non-assessable.

EGAS and CONTRACTOR shall each pay for, hold and own, throughout
the life of the Jomnt Venture Company. one halt (1/2) of the capital stock
of the Jomt Venture Company provided that only 1 the event that either
party should transter or assign the whole or any percentage of 1ts
ownershup Interest 1 the entuety of the Agreement, mayv such
transferring or assigning party transter or assign any of the capital stock
of the Joint Ventwe Company and. i that event. such transteriing or
assigning party (and 1ts successors and assignees) must franster and
assign a stock interest 1n the Jout Venture Company equal to the
transterred or assigned whole or percentage of 1ts ownership interest in
the entirety of the said Agreement.
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ARTICLE VI
ASSETS

The Joint Venture Company shall not own any right, title, iterest or
estate 1 or under the Agreement or any Development Lease created there
under or 1n any of the Petroleum produced from any Exploration Block
or Development Lease there under or in any of the assets, equupment or
other property obtained or used in connection therewith, and shall not be
obligated as a puncipal for the financing or performance of any of the
duties or obligations of either EGAS or CONTRACTOR under the
Agreement. The Jomnt Ventuwre Company shall not make any profit from

any souce whatsoever.
ARTICLE VII
ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever 1t 1s mdcicated heremn that the Joint Ventwe
Company shall decide, take action or make a proposal and the like, 1t 13
understood that such decision or judgment 15 the result of the decision or
qudgment of EGAS, CONTRACTOR or EGAS and CONTRACTOR, as
may be required by the Agreement.

ARTICLE VIII
BOARD OF DIRECTORS

The Joint Venture Company shall have a Board of Directors consisting of
eight (8) members, tour (4) of whom shall be designated by EGAS and
the other four (4) by CONTRACTOR. The Chairman shall be designated
by EGAS and shall also be a Managing Director. CONTRACTOR shall

designate the General Manager who shall also be a Managing Director.
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ARTICLE IX
VALIDITY OF BOARD RESOLUTIONS

Meetings of the Board of Directors shall be valid if a majority of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (3) or more of the Dmectors, provided,
however, that any Director may be represented and vote by proxy held
by another Director.
ARTICLE X
SHAREHOLDERS’ MEETINGS

General meetings of the Shareholders shall be valid 1f a majonty of the
capital stock of the Joint Ventuwre Company 1s represented thereat. Any
decision taken at such meetings must have the affirmative vote of
Shareholders owning or representing a majority of the capital stock.
ARTICLE XI
PERSONNEL AND BY-LAWS

The Board of Directors shall approve the regulations covering the terms
and conditions of emplovment of the persomnel of the Joint Ventwe
Company emploved directly by the Jomt Ventwe Company and not

assigned thereto by CONTRACTOR and EGAS.

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

the provisions of Article X hereof.
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ARTICLE XII
DURATION OF THE JOINT VENTURE COMPANY

The Jomnt Ventwe Company shall come into existence within thirty (34)
days after the date of Conumercial O1 Discovery or within thirty (30)
days atter signature of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for in the Agreement (unless
otherwise agreed by EGAS and CONTRACTOR).

The duration of the Joint Venture Company shall be for a period equal to

the duration of the Agreement, including any extension thereof.

The Jomnt Ventwe Company shall be wound up if this Agreement 13

terminated for any reason as provided for therein.

GUJARAT STATE PETROLEUM CORPORATION LIMITED
COMPANY
BY s e e

GEOGLOBAL RESOURCES (BARBADOS) INC. COMPANY
By e e e e e

ALKOR PETROO LIMITED COMPANY
BY | smommmmmmmm e

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
By e e e e e



YooY G YN 3 () b Y0 sl = wu 5,41 VAA

m)@a-llr
it 4 UL
( S sallr)
%&p&?
Qti.uﬁ’(i)
ol sl s o L 3UBY1 g JoYBaUI 3 5,100 Uiy et G5
 pall ol L ossss
: dali! il (o)
oSS s oY LSl 0 e Lagl S 3oledd iy ¢ JLall iy (V)
WGLS GuSay Coed! Blitc, Ul L o5 diaw gy S5 Dk oo Loy (V2)
il gy el )l ool olihany diazl] asildly aspul! s o
s el degais 98 ] gy o ailail! o < 5 T B ] L
M JS Tand e Joy i I
s s B Sty WY ¢ plis i ¢ 182 ull K81 i (Y)
oS5 Eondls hpaitdl Uity Ulyy s o5 iaw pty IS g5 o0 Lags (10)
Gl Il Condly Tnmid! & lbanny dolh| aisldly Aigalh 3 pucilh 25LS wd
FYCAU(F IWPUR T SUCTIN PO PYREFCINE SIS 1 I (FOPRPaP
S/ IV YOS VOSSN T PUN 2 P01 KV, DRPUNE: SISy e )
Meaads 3,7 o) oy Tyoladl el aislly Kkl 3 puilly B s Sas



VAR Y. LY T B YV () b YO sdall = e Sl 5y 4

ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:

The defimtions contained 1 Article I of this Agreement shall apply

to this Accounting Procedwre and have the same meaning.
(Iy) Statements of Activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,
render to EGAS witlhin thirty (30) days of the end of each
calendar quarter a Statement of Exploration Activity reflecting
all charges and credits related to the Exploration operations
conducted 1n any portion of the Area not converted mto a
Development Lease for that quarter, sunmmanzed by

appropriate classifications indicative of the natwe thereot,

(2) Following its coming into existence, the Joint Venture Company
shall render to EGAS and CONTRACTOR witlun fitteen (13)
days of the end of each calendar quarter a Statement of
Development and Exploration Activity reflecting all charges
and credits related to the Development and Exploration
operations conducted 1 any portion of the Area converted mto
a Development Lease for that quarter, summanized by
appropriate classifications indicative of the natwe thereof,
provided that items of controllable material and unusual

charges and credits shall be detailed.
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(¢) Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to
Article I(b)(1) of tlus Annex shall conclusively be presumed to
be true and correct atter three (3) months tollowing the receipt
of each Statement by EGAS, unless within the said three (3)
months period EGAS takes wiitten exception thereto pursuant to
Article IV(f) of the Agreement. Duning the said three (3) months
period supporting documents will be available for inspection by

EGAR duning all working hours.

CONTRACTOR shall have the same audit rights on the Joint

Venture Company Statements as EGAS under this sub-paragraph.

(2) All Statements of Development and Exploration Activity for any
calendar quarter pursuant to Article I(b)(2) of this Annex, shall
conclusively be presumed to be true and correct after thiee (3)
months following the receipt of each Statement of Development
and Exploration Activity by EGAS and CONTRACTOR, unless
within the said three (3) months period EGAS or CONTRACTOR
takes written exception thereto. Pending expiration of said tlnee
(3) months perod EGAS or CONTRACTOR or both of them
shall have the right to audit the Joint Venture Conpany’s accounts,
records and supporting documents for such quarter, in the same

manner as provided tor in Article IV(f) of the Agreement.



YooY Ziwdip YN 3 (2) b Y0 stadl = s Jl a4l 1AY

: akod| Jigad (2)
Condly Il doldt 38 il 48,80 3U6s, Condly doldd Jolall s el
ORI ST PRy SO, [} VN (PO N POT [ PR RIOTIEY R PRI 2%
4 paid) UL Oy Ghaad oy A1 Bomat| LY o Y0y 43 pail
sl OLY I @l as JI g mall acd cd I olaidl 150 S, £,
& Srall s i o paball Gobaddl cal Il o pod] jand Tid 280 )
Ol i o 3] ORI By W) ad ©ud il etd] g J5Y1 05!
d b 28 N 3ol ) SN I O s JI iy L858 5ot | LY )
PNT PETIN TS IPCIRIN ¢ POR. CRTTARNTPORPSE|| D U | IS FOPY JRIS D JROA |
TUCETV JPY[VS-1 ROWOVIE P DR gt ARgr JEy PR DU S YU
Olged b ol b, 5 daaadl Gl Hlan Jocu Jainoy ol
s S 1S bt WY Sl ks o331 il ol &l
Syl

: Gl e (0 G ] 37 ()

it otk oL} i (0 i s It ) o5 ol 3y s 3

LW o gl G iy g g gn Balas (B ) JI 505 LW o s
Aot Jors i )

gl | ANGRT  Jaaki (9)
oo RS ealod ] ol M Joias ¢ dylally wlog! O Jaball GUSYL 5 p0e
Agzadl el ) e o Jo ANV S,

: Joliaadf ol Badlins Clilusadt Jugad pas ()
SUPA RN POUMS 3 O S DEI, { P YTE SRCA RUWEN [ VOV 2% POy DR JEN
315l B0 AKS oy e 5y0ke Gbles il ddlens Y e ol LK
ASUYI Jb b



VA YLV T B YV () b YO sl = e Sl 5y 4

(d) Currency Exchange:

CONTRACTORs books for Exploration and the Jomnt Venture
Company’s books for Development and Exploration, 1f any, shall be
kept 1n the ARE. in US. Dollars. All U.S. Dollars expenditures
shall be charged 1n the amount expended All Egyptian cuirency
expencittwes shall be converted to U.S. Dollars at the applicable rate of

exchange 1ssued by the Central Bank of Egypt on the first day of the
month i which expenditures are recorded, and all other non-U.S.
Dollars expenditures shall be converted into U.S. Dollars at the
buying rate of exchange for such currency as quoted by National
Westminster Bank Linuted, London, at 10.30 am. GM.T., on the
tirst day of the month in which expenditures are recorded. A record
shall be kept of the exchange rates used in converting Egyptian
currency or other non - U.S. Dollars expenditures into U.S. Dollars.
(e) Precedence of Documents:

In the event of any inconsistency or contlict between the provisions
of this Accounting Procedure and the provisions of the Agreement
treating the same subject ditferently, then the provisions of the
Agreement shall prevail.

(f) Revision of Accounting Procedure:

By mutual agreement between EGAS and CONTRACTOR, this
Accounting Procedure may be revised i writing from tume to tume
in the light of future arrangements.

(g) No Charge for Interest on Investment:

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

recoverable costs under the Agreement.
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ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, divectly or through the Jomt Venture Company, pay the
tollowing costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered 1n accordance
with Article VII of this Agreement:

(a) Surface Rights:

All  direct cost  attuibutable to the acquisition, renewal o
relingqushment of surtace rights acquured and maintamed in force for
the Area.

() Labor and Related Costs:

(1) Salartes and wages of CONTRACTOR’s or the Joint Venture
Company’s employees, as the case may be, directly engaged in
the vartous activities under the Agreement, including salaries
and wages paid to geologists and other emplovees who are
temporarily assigned to and emploved 1n such activities. Such
salaries and wages shall be certified by a certified public
accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes i CONTRACTOR’s
policies and amendments of laws applicable to salares. For the
purpose of this Article II(b) and Article II(¢) of this Annex,
salaries and wages shall mean the assessable amounts for
A RE. Income Taxes, including the salaries during vacations
and sick leaves, but excluding all the amounts corresponding to
the other items covered by the percentage fixed under (2) below.
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(2) For expatiiate emplovees permanently assigned to A R.E

1. All allowances applicable to salaries and wages;

2. Cost of established plans; and

3.

All travel and relocation costs of such expatiate
emplovees and their families to and from the emplovee’s
country or point of origin at the time of employvment, at
the time of separation, or as a result of transfer from one
location to another and for vacation (transportation costs
for emplovees and their fanulies transterring from the
AR E. to another location other than their country of

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

Costs under tlus Article II(LY2) shall be deemed to be
equal to fifty percent (50%) of basic salaries and wages
patd for such expatiate personnel including those paid
during  vacations and sick leaves as established 1n
CONTRACTOR s international policies, chargeable
under Article II(b)(1), Article II(1), Article II{K)}1) and
Article II(k ) 3) of this Annex.

However, salaries and wages dunng vacations, sick
leaves and disability are covered by the foregoing
percentage. The percentage outhined above shall be
deemed to reflect CONTRACTOR s actual costs as of the
Effective Date with regard to the following benefits,

allowances and costs -
1. Housing and utilities allowance.

2. Commodities and services allowance.
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LA

=

o

14},

19,

20

Special Rental Allowance .

Vacation Transportation Allowance.

Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.

Education Allowances (Cluldren of Expatiiate Emplovees).

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

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

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

Sickness and Disability.

7. Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).

Savings Plan.

Educational Assistance.
Military Service Allowance.
FILC A

Workman's Compensation.

Federal and State Unemployvment Inswrance.
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24, Personnel Transter 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) Years from the Effective Date and at such tune
CONTRACTOR and EGAS shall agree on new percentages to

be used under this Article ITI(b) 2).

Revisions of the percentage shall take into consideration vani-
ances 1n costs and changes 1n CONTRACTOR s international
policies which modify or exclude any of the above allowances

and benefits.

The revised percentages shall reflect as nearly as possible
CONTRACTOR s actual costs of all its established allowances
and benetits and of personnel transters.

(3) For expatriate emplovees temporanly assigned to the ARE all

allowances, costs of established plans and all travel and/or
relocation costs for such expatriates as paid in accordance with
CONTRACTOR s international policies. Such costs shall not
include  any  adminstrative  overhead other than what 13

mentioned i Article II{k)(2) of this Annex

(4) Expenditwre or contributions made pursuant to law or assessment

mmposed by any governmental authority which are applicable to
labor cost of salaries and wages as provided under Article II(b)
(1), Article II(LY2). Article II(1), Article II(k)} 1) and Article II
(k)(3) of this Annex
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(c) Benefits, allowances and related costs of national employees:

Bomises, overtime, customary allowances and benefits on a basis
similar to that prevailing for o1l companies operating in the A RE.,
all as chargeable under Article II(b)(1), Article II(1), Article II(k)(1)
and Article II(k)3) of this Annex. Severance pay shall be charged at
a fixed rate applied to pavrolls which shall equal an amount
equivalent to the maxumum hability for severance paviment as
required under the A R E. Labor Law,

(d) Material:

Material, equipment and supplies purchased or furmished as such by
CONTRACTOR or the Jant Venture Company.

(1) Purchases:

Material, equpment and supplies purchased shall be accounted

for at the prce paid by CONTRACTOR or the Joint Venture

Company plus any related cost and after deduction of all

discounts actually recerved.

(2) Material furnished by CONTRACTOR:

Matenial, requured for operations shall be purchased directly

whenever practicable, except that CONTRACTOR may furnish

such matenal from CONTRACTOR's or CONTRACTOR’s

Affiliated Companmes stocks outside the AR.E. under the

tollowing conditions:

1. New Material (Condition "A'™)
New Matental transterred from CONTRACTOR's o
CONTRACTOR s Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied 15 not huigher than international prices for
material of siular quality supplied on smular terms,
prevailing at the time such material was supplied.
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2. Used Material (Conditions "B™ and "C")

a) Used Material wluch 15 m somd and serviceable condition
and 13 suttable tor re-use without reconcitiomng shall be
classified as Condition "B" and priced at seventy - five
percent (75%) of the price of new material.

1) Used Material wlnch cannot be classitied as Condition "B”
but which 15 serviceable for onginal tunction bt
substantially not smtable tor reuse without reconditioning,
shall be classified as Conditton "C" and priced at fifty
percent (30%) of the price of new matertal.

¢) Used Material wlhich cannot be classified as Condition "B
of Conditrton "C" shall be priced at a value comumensurate
with 1ts use.

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

(3) Warranty of materiol furnished by CONTRACTOR
CONTRACTOR does not warrant the material turmshed bevond
ar back of the dealer’s or manutacturer s guarantee, and in case
of defective matenial. credit shall not be recorded wntil
adjustment has been recerved by CONTRACTOR from the
manufacturer(s) or its (their) agents.

(e) Transportation and Employee Relocation Costs:

(1) Transportation of matenal. equupment and supplies necessary for
the condvuet of CONTRACTOR's or the Jomt Venture
Company s activities,

(2) Business travel and transportation expenses to the extent coverad
by CONTRACTORs estabhished policies of or with regard to
expatriate and national employvees, as mcurred and paid by, or
tor, emplovees m the conduct of CONTRACTOR s or the Jount
Venture Company s business.

(33 Emplovees transportation and relocation costs for national
emplovees to the extent coverad by established policies.
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(f) Services:

(1) Outstde services: The costs of contracts tor consultants. services

and utilities procwmed from third parties.

(2) Cost of services pertormed by EGAS or by CONTRACTOR., o
therr Affiliated Compames 1 facilities inside o outside the
A R E. Regular, recurting, routine services, such as mterpreting
magnetic tapes andior other analvses. shall be pertformed and
charged by EGAS andior CONTRACTOR or thenr Athhated
Companies at an agreed contracted price. Major projects mvolving
engieering and design services shall be performed by EGAS
and/or CONTRACTOR or therr Affihated Compaines at a negotiated
contract amount,

(31 Use of EGAS™, CONTRACTOR s or thewr Atfihiated Compames’
wholly owned equpment shall be chaiged at a rental rate
comumensurate with the cost of ownerslup and operation, but not
1n excess of competitive rates then prevailing in the AR E.

(4) CONTRACTOR s and CONTRACTOR s Atfiliated Compantes’
rates shall not mclude any admuustrative or overthead costs
other than what 13 mentioned i Article IIkX2) of tlus Annex.

(g) Damages and Losses:

All costs o expenses, necessary to replace or repanr damages or

losses mcmred by fire, flood. storm, theft, accident or any other

cause not controllable by CONTRACTOR or the Jomt Ventwe

Conmpany  tluough  the exercise  of  reasonable  chligence.

CONTRACTOR or the Jomnt Ventiwe Company shall furmsh EGAS
and CONTRACTOR with a wiitten notice of damages or losses
mncurred 1 excess of ten thousand U.S  Dollars ($10000) per
occurrence, as soon as practicable atter report of the same has been
recelved by CONTRACTOR or the Joint Venture Company.
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(h) Insurance and CLyims:

The cost of any public liability, property damage and other mswance
against liabilities of CONTRACTOR, the Jouit Ventwre Company
andior the parties or any of them to thew emplovees and/or outsiders
as may be requumed by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon, The proceeds of
any such mswance or claum collected, less the actual cost of making
a claum, shall be credited agamnst operations.

[t no mswance 1s carried for a particular sk, 1 accordance with
good mtemational Petroleum industry practices, all related actual
expenditures mcurred and paid by CONTRACTOR or the Joint
Ventwe Company 1n settlement of any and all losses, clanms,
damages. mdegments and any  other expenses. wnchuding legal
SEIVICes.

(i) Indirect Expenses:
Camp overhead and facilities such as shore base, warehouses, water
systems, road svstems, salaries and expenses of field supervisory
personnel. field cleilss, assistants, and other general emplovees
indirectly serving the Area.

(j) Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, includmg
attorney’'s fees and expenses as hereinatter provided. together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses wncurred
by any party or parties hereto i securing evidence tor the purpose of
detenchng agaimst any action or claum prosecuted or wmged agamnst
the operations or the subject matter of the Agreement. In the event actions
or claims atfecting the interests hereunder are handled by the legal
statt of one ar more of the parties hereto. a charge commenswate with
the cost of provichng and turnishing such services shall be made to
operations.
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(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR 15 conducting Exploration operations,
the cost of statfing and mamtaming CONTRACTOR's head
office 1 the ARE. and‘or other offices established i the
ARE. as appropriate other than field offices, which shall be
charged as provided for in Article II(1) of thus Annex, and
excepting salaries of employvees of CONTRACTOR who are
temporanly assigned to and directly serving on the Area, which

shall be charged as provided for in Article II(b) of this Annex.

(2) CONTRACTOR’ s admuustrative overhead outside the ARE.
applicable to Exploration operations in the ARE. shall be
charged each month at the rate of five percent (5%) of total
Exploration expenditures, provided that no adminstiative
overhead of CONTRACTOR outside the A R.E. applicable to
A R.E. Exploration operations shall be charged for Exploration
operations conducted by the Jomnt Venture Company. No other
direct charges as such for CONTRACTOR’s adnministrative
overthead outside the A RE. shall be applied agamst the
Exploration obligations. Examples of the type of costs
CONTRACTOR 15 mcwring and charging hereunder due to
activities under this Agreement and covered by said percentage are:
1- Executive - tume of executive officers.

2- Treasury - financial and exchange problems.
3- Purchasing - procuring materials, equupment and supplies.

4 - Exploration and Production - directing, advising and controlling

the entire project.
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5- Other departments such as legal, controlling and engineering
which contribute time, knowledge and experience to the
operations.

The foregoing does not preclude charging for direct service

under Article IIE2) of this Annex.

(3) Whle the Joint Venture Company 1s conducting operations, the
Jomt Ventwe Company’s personnel engaged in general clerical
and office work, supervisors and officers whose tume 1s
generally spent 1 the main office and not the field, and all
emplovees generally considered as general and administrative
and not charged to other types of expenses shall 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 patd i the ARE. by CONTRACTOR or

the Jomt Ventwwe Company with respect to tlhus Agreement other

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

Costs of CONTRACTOR activities required under the Agreement

and mcurred exclusively 1n the AR.E. after the Jomt Venture

Company 1s formed. No sales expenses incured 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 II,
mecwred by CONTRACTOR or the Joint Venture Company under

approved Work Programs and Budgets.
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ARTICLE II1
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable antervals  as  agreed wupon by EGAS  and
CONTRACTOR wmventories shall be taken by the Jomnt Venhue
Company of the operations matenals, which shall mclude all such
materials, physical assets and constiuction projects. Written notice ot
intention to take mventory shall be given by the Joimt Ventwre
Company to EGAS and CONTRACTOR at least thuty (30} days
before anv mventory 1s to begin so that EGAS and CONTRACTOR
may be represented when any inventory 13 taken. Failure of EGAS
andior CONTRACTOR to be represented at an inventory shall bind
them to accept the mventory taken by the Joint Venture Company,
who shall 1n that event furnish the party not represented with a copy
thereot

() Reconciliation and Adjustment of Inventories:

(@)

Reconciliation of mventory shall be made by CONTRACTOR and
E<rAS, and a Dhst of overages and shortages shall be jomtly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the inventory adusted by the Jomnt Venture Company.

ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery
Petroleum:

CONTRACTOR shall, parsuant to Article VII of the Agreement.
render to EGAS as promptly as practicable but not later than fifteen
(15) davs after receipt from the Jomt Venture Company of the
Statements for Development and Exploration Activity for the
calendar quarter a "Statement” tor that quarter showing:

1- Recoverable costs carrted forward tfrom the previous quarter, 1if

any,

2- Recoverable costs menred and pard duing the quarter.
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3- Total recoverable costs tor the quarter (1) + (2).

4- Value of Cost Recovery Petrolenm taken and separately disposed
of by CONTRACTOR tor the quarter.

5- Amount of costs recoverad tar the quarter.

6- Amount of recoverable costs carred forward into the succeeding
quarter. 1t any.

7- Excess. 1f any, of the value of Cost Recovery Petroleum taken and
separately disposed of by CONTRACTOR over costs recoverad
tor the cuarter.

(b) Payments:

[t such Statement shows an amount due to EGAS, pavinent of that
amount shall be made 1 U S, Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to malke any
such paviment to EGAS on the date when such paviment 1s due. then
CONTRACTOR shall pay mterest of two and one halt percent
(2.53%) per annum higher than the London Interbank Borrowing
Ofttered Rate (LIBOR), for three (3) months U.S. Dollars deposits
prevalling on the date such inferest 1s calculated. Such interest
paviment shall not be recoverable.

(¢) Settlement of Excess Cost Recovery Petroleum:

EGAS has the night to take its entitlement ot Excess Cost Recovery
Petrolewm under Aaticle VII(a)2) of the Agreement in kind