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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
GANOUB EL-WADI HOLDING PETROLEUM
COMPFPANY
AND
ANWAR AKKAD SONS COMPANY Litd.
(AASC)
(UNITED OIL INC.)
IN
NORTH EAST ESH EL- MALAHA AREA
At
The EASTERN DESERT
A.R.E.
This Agreement made and entered on this day of L2000 by

and between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
vartously as "ARE" or as the "GOVERNMENT"), GANOUB
EL-WADI HOLDING PETROLEUM COMPANY, a legal entity created
by Prume Mumster Decree No. 1755 of 2042, and pursuant to Law No.
203 of 1991 and its amendments (hereinafter referred to as "GANOPE")
and ANWAR AKIKKAD SONS COMPANY Ltd. (AASC) (UNITED OIL
INC.), a mited company orgamzed and existing under the laws of
ARAB REPUBLIC OF SYRIA (heremafter referted to as "ANWAR
AKKAD SONS COMPANY" oras "CONTRACTOR").
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WITNESSETH
WHEREAS, all nunerals inclucing petroleum, existing i nines and
cquarties 1 A R E . mcluding the temitonal waters, and i the seabad sub-
Ject to1ts qurisdiction and extending bevond the territorial waters, are the
property of the State. and
WHEREAS, GANOPE has applied tor an exclusive concession tor the
exploration and exploitation of petroleum mn and throughout the area re-
terred to 1 Article I, and descnibed m Amnex "A" and shown approxi-
mately on Annex "B". which are attached hereto and made part hereot
(herematter referred to as the "Area™) ;and
WHEREAS, "Anwar Akkad Sons Company” agrees to undertake 1ts obli-
gations provided heremafter as a CONTRACTOR with respect to the
Exploration, Development and Production of Petrolewmn 1 Noith East
Esh El-Malaha AREA at  The EASTERN DESERT ;| and
WHEREAS. the GOVERNMENT desires hereby to grant such Clonces-
s1ton. and
WHEREAS, the Muuster of Petroleum pursuant to the provisions of
Law No. 86 of 1956, mav enter into a concession agreement with GA-
NOPE, and with "Anwar Alklad Sons Company” as a CONTRACTOR 1n
the sawd Area.
NOW, THEREFORE., the parties hereto agree as tollows:

ARTICLE 1
DEFINITIONS

(a)  "Exploration” shall mclude such geological, geophysical, aernal and
other surveys as mav be contamned 1n the approved Work Programs
and Budgets. and the dolling of such shot holes. core holes.
stratigraplne tests, holes for the discovery of Petroleum o the
appraisal of Petrolemm discoveries and other related holes and
wells. and the purchase or acquusition of such supplies. materials.
services and equupments theretor, all as mayv be contained 1n the
approved Work Programs and Budgets. The verh "explore” means
the act of conducting Exploration.
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(b) "Development” shall include, but not be lmuted to, all the

(c)

(d)

operations and activities pursuant to approved Woik Programs and

Budgets under this Agreement with respect to:

(1) the dulling, plugging, deepemng, side tracking, re-drilling,
completing, equipping of development wells and the changing
of the status of a well, and

(1)  design, engineering, construction, mstallation, servicing and
maintenance of equipments, lines, systems facilities, plants
and related operations to produce and operate said development
wells, taking, saving, treating, handling, stormg, transporting
and delivering Petroleum, re-pressuring, recyeling and other
secondary recovery projects, and

(111) transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (1) and (11).

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

Gas, casinghead gas and all other hydrocarbon substances that may

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

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

"Liquid Crude Onl" or "Crude O1l" or "O1l" means any hydrocarbon

produced from the Area which 1s 1n a liquud state at the wellhead

or lease separators or wluch 15 extracted from the Gas o

casinghead gas 1 a plant. Such hqud state shall exust at sixty

degrees Fahrenheit (60°F) and atmospheric presswe of 14.65 PSIA.

Such term mcludes distillate and condensate.
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(2)  "Gas" means natinal gas both associated and non-associated, and all
of its constituent elements produced from any well 1n the Area
(other than Liquid Crude Oil)y and all non-hyvdrocarbon substances
therein. Said term shall mnclude residual gas, that Gas remainning
after removal of LPG

(f) "LPG" means lquetied petroleum gas. which 15 a nuxtwe
principally of butane and propane hquefied by pressure and
tempelatune,

(z) A "Barrel" shall consist of foitv-two (42) Umted States gallons,
houid measwe, correctad to a temperatme of sixty  deerees
1- - -~
Faluenheit (60°F) at atmosphernic pressure of 14.65 PSIA.

(hy (1) "Commercial Ol Well" means the first well on any geological
teatiwe which after testing for a penod of not more than
thuty (30) consecutive davs where practical, but i any event
i accordance with sound and accepted industry production
practices, and ventied by GANOPE, 15 found to be capable
of producing at the average rate of not less than One
Thousand Five Hundred (1300) Barrels of o1l per day
(BOPD) unless otherwise agreed upon between Ganope and
Contractor. The date of discovery of a "Commercial Oil Well”
15 the date on wlich such well 15 tested and completed
according to the above.

(2)  "Clommercial Gas Well" means the first well on any
geological feature which after testing for a penod of not
more than thuty (30) consecutive days where practical, but
1N any event i accordance with sound and accepted mdustry
production practices and ventied by GANOPE, 15 tound to
be capable of producing at the average rate of not less than
day (MMSCFD) unless otherwise agreed upon between
Ganope and Contractor. The date of discovery of a
"Commercial Gas Well” 15 the date on wluch such well 13
tested and completed according to the above,

(1) "ARE"means ARAB REPUBLIC OF EGYPT.
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(1) "The Government" means the government of the Arab Republic of
Egvpt represented by the muster of petroleum in tlus agreement .

(k) "Effective Date" means the date on wluch the text of tlis
Agreement 15 signed by the GOVERNMENT., GANOPE and
CONTRACTOR, atter the relevant Law 13 1ssued.

() (1) "Year" means a period of twelve (12) months according  to the

Gregortan Calendar

(2) "Calendar Year" means a peniod of twelve (12) months
according to the Gregonan Calendar being 13 January to 31
December.

(m) "Financial Year" means the GOVERNMENT s financial wvear
according to the laws and regulations of the A RE.

(n) "Tax Year" means the period of twelve {12} months according to
the laws and regulations ot the A R E.

(0) An "Aftfiliated Company” means a company’

(1) of which the share capital, conterring a majority of votes at
stockholders™ meetings of such company. 13 owned directly or
indirectly by a party hereto; or

(1) which 15 the owner directly or mndmectly of share capital
conferring a majorty of votes at stockholders™ meetings of a
party hereto; or

(11) of which the share capital conteriing a majorty  of votes at
stockholder’s meetings of such company and the share capital
conterring a majorty of votes at  stockholders™ meetings of a
party hereto are owned directly or indirectly by the same
company,

(p) "Exploration Block" shall mean an area. the comner pomts of wluch
have to be comcident with three (3)nunutes by three (3) munmutes
latitude and longitude divisions, according to the International Grid
Svstem where possible or with the exusting boundaries ot the Area
covered by thus Concession Agreement as set out 1n Annex "A".
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(q) "Development Block" shall mean an area, the corner points of

(5)

(t)

()

which have to be comcident with one ( 1 ) nunute by one ( 1 )
mimute latitude and longitude divisions, according to  the
International Grid System where possible or with the exusting
boundaries of the Area covered by this Concession Agreement as

set out 1 Annex "A",

"Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have to be coincident with one (1) nunute by
one (1) nunute latitude and longitude divisions according to the
International Grid Svstem where possible or with the exusting
boundaries of the Area covered by this Concession Agreement as

set out 1 Annex "A",

"Agreement” shall mean tlus Concession Agreement and its

Alnexes,

"Gas Sales Agreement” shall mean a wiitten agreement between
GANOPE and CONTRACTOR (as sellers) and GANOPE or EGPC
or The Egyptian Natwal Gas Holding Company "EGAS" or a
mutually agreed party (as buver), which contaimns the terms and
conditions for Gas sales from a Development Lease entered into

pursuant to Article VII (e).
"Standard Cubic Foot" (SCF) 15 the amount of Gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA

at a base temperature of sixty degrees Falwenheit (60" F).

(v) "EGPC" means Egyptian General Petrolewm Corporation.

(w) "EGAS" means the Egyptian Natural Gas Holding Company.
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ARTICLE 1I
ANNEXES TO THE AGREEMENT

Annex "A" 15 a description of the Area covered and affected by this

Agreement, hereimatter referred to as the "Area”.

Annex "B" 15 a provisional llustrative map on the scale of approximately
1. indicating the Area covered and affected by tlus Agreement and

described 1 Amnex "A",

Annex "C" 13 the form of a Letter of Guaranty to be subnutted by
CONTRACTOR to GANOPE one (1) day before the time of signature by
the Minister of Petrolewun of this Agreement, for the sum of Five nullion
U.S. Dollars ($3000000), guaranteeing the execution of CONTRACTOR s
minmum Exploration obligations hereunder tfor the wmitial Thiee (3)
yveals Exploration period. In case CONTRACTOR extends the initial
Exploration Period for two (2) additional successive periods of Two (2)
vears each . each 1n accordance with Article III (b) of this Agreement,
similar Letters of Guaranty shall be issued and be subnutted by
CONTRACTOR on the day the CONTRACTOR exercises its option to
extend . The first such Letter of Guaranty shall be for the sum of Fow

million U.S. Dollars ($4000000) and the second such Letter of Guaranty
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both instances any excess expenditiwes of the preceding Exploration
period permitted tor canry torward in accordance with Article IV (b) third
paragraph of this Agreement. Each of the three Letters of Guaranty shall
remain effective for six (6) months after the end of the Exploration
period for which it has been 1ssued except as 1t may be released prior to

that time 1 accordance with the terms thereof

Annex "D" 15 the form of a Chaiter of the Operating Company to be

tormed as provided tor i Article VI hereof
Annex "E" 15 the Accounting Procedure.

Annex "F" 15 a current map of the National Gas Pipeline Grid Svystem

established by the GOVERNMENT.

The point of delivery for gas shall be agreed upon by GANOPE and
CONTRACTOR under a Gas Sales Agreement, wluch point of delivery
shall be located at the flange connecting the development lease pipeline
to the nearest point on the National Gas pipeline Girid System as
depicted 1 Annex "F" or as otherwise agreed by GANOPE and

CONTRACTOR .

Annexes "A", "B", "C", "D","E" and "F" to tlus Agreement are hereby
made pait hereof, 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 GANOPE and CONTRACTOR

subject to the terms. covenants and conditions set ot 1n this Agreement.

which msofar as they are contrary to or mnconsistent with any provisions

of Law No. 66 of 19353, as amended, shall have the torce of Law. an exclusive

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

(@)

(b)

The GOVERNMENT shall own and be entitled, as hereinatter
provided to a rovalty 1n cash or 1n kand of ten percent (10%) of the
total quantity ot Petrolenm produced and saved trom the Area
during the Development pernod mcluding renewal.  Said rovalty
shall be bome and pard by GANOPE and  shall not be the
obligatton of CONTRACTOR. The pavment of 1ovalties by
GANOPE shall not be deemed to result m income attributable to
the CONTRACTOR,

An mutial Exploration pertod of Tloee (3) vears shall start from the
Effective Date. Two (2) successive extensions to the imtial
Exploration period, each of Two (2) vears respectively. shall be
granted to CONTRACTOR at 1ts option, upon not less than thioty
(307 davs prior written notice to GANOPE, such notice to be given
not later than the end of the then current perod, as mayv be extended
pursuant to the provisions of Article V (a), and subject only to 1ts
having fulfilled 1ts oblhigations hereunder for that pertod. Tlus
Agreement shall be ternunated 1f neither a Commercial Oil
Discovery not a Comimercial Gas Discovery 1s established by the
end of the Seven (M) vear of the Exploration period. as may be
extended pursuant fto Article V (a). The election by GANOPE to
undertake a sole sk venture under paragraph (¢) shall not extend
the Exploration period nor atfect the ternunation of this Agreement
as to CONTRACTOR,
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(¢c) Commercial Discovery:

(1)

A Commercial Discovery - whether of Ol or Gas - mayv  consist
of one producing reservolr or a group of producing reservours
which 15 worthy of being developed conmmercially. Atter
discovery of a Commercial Oll or Gas Well CONTRACTOR
shall. unless otherwise agreed upon with GANOPE. undertake
as part of tts Exploration program the appraisal of the discovery
by dudling one or mote appraisal wells, to deternmne whether
such discovery 13 worthy of bemg developed commercially.
talang mto consideration the recoverable reserves, production.
prpeline and ternunal tacilities requured. estunated  Petrolewm
prices. and all other relevant techinical and economic tactors.

(11} The provisions laid down herein postulate the wmty and incivisibality

of the concepts of Commercial Discovery and Development
Lease. Theyv shall apply wutormly to  Oil and Gas unless
otherwise specified

(u1) CONTRACTOR shall give notice of a Commercial Discovery

to GANOPE mmmediately after the discovery 13 considered by
CONTRACTOR to be worthy of commercial development but
1 any event with respect to a  Commercial O1l Well not later
than thuty (30) days tollowing the completion of the second
appratsal well or twelve (12) months following the date of the
discovery of the Commercial O1l Well. wluchever 15 eatlier o
with respect to a Cominercial Gas Well not  later than twenty
tour (24) months followmyg the date of the discovery of the
Conunercial Gas Well (unless GANOPE agiees that such
period mav be extended) except that CONTRACTOR shall also
have the wght to give such notice of Commercial Discovery
with respect to any reservolr of reservols even if the well or
wells  thereon are not "Conmnercial” within the detition ot
"Conumercial Well" 1t 1 1ts opimnion, a reservolr or a group of
reservollrs, consldered collectively, could be  woarthy of
commerclal development.
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CONTRACTOR may also give a notice of a Commercial Ol
Discovery 1n the event it wishes to undertale a Gas Recvceling
Project.

A notice of Commercial Gas Discovery shall contamn all
detalled particulars of the discovery and especially  the area of
Gas reserves. the estumated procuction potential and profile
and tield life.

Withm sixty (600 days following receipt of a notice of a
Commercial Ol or Gas Discovery, GANOPE and CONTRACTOR
shall meet and review all appropriate data with a view to
mutnally  agreemg upon the existence ot a  Comimercial
Discovery. The date of Commmercial Discovery shall be  the
date GANOPE and CONTRACTOR jontly agree m writing
that a Commercial Discovery exists.

(1v) It Crude Onl 15 chiscovered but 15 not deemed by CONTRACTOR

to be a Comunercial O1l Discovery under the above provisions
of tlus paragraph (¢), GANOPE shall one (1) month after the
expitation of the pertod specitied  above watlun wluch
CONTRACTOR can give notice of a Commercial Ol
Discovery, or thirteen (13) months atter the completion of a
well not considered to be a "Conumercial Ol Well", have the
nght,  tollowing  sixty (607 dayvs notice 1 witing  to
CONTRACTOR. at 1ts sole cost, nisk and expense, to develop.
produce and dispose of all Ciude Onl from the geological teature
on which the well has been dilled.  Said notice shall state the
specific area coverng sald geological featme to be developed,
the wells to be dulled. the production tacilities to be 1nstalled
ancd GANOPE s estunated cost thereot, Withimn thnty (30) days after
recelpt of sard notice CONTRACTOR may. 1 wiiting, elect to
develop such area as provided tor m the case of C'omimercial
Discovery hereunder. In such event all terms of this Agreement
shall continue to apply to the specihied area.
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It CONTRACTOR elects not to develop such area, the specific
alea covellng saiwd geological teatwe shall be set  aside
tor sole risk operations by GANOPE, such area to be nmtually
agreed upon by GANOPE and CONTRACTOR on the basis of
good petrolenm industiy practice. GANOPE shall be entitled to
pertorm or 1 the event Operating Company has come into
existence, to have Operating Company pertorm such operations
for the account of GANOPE and at GANOPEs sole cost, nsk
and expense. When GANOPE has recovered from the Crude
Onl produced from such specific area a quantity of Crude Oil
equal 1 value to tluee hundred percent (300%6) of the cost 1t
has 1ncurred 1 camrving out the sole sk operations.
CONTRACTOR shall have the option, only in the event there
has bezen a separate Commercial il Discovery, elsewhere
within  the Area, to share m further development and
production ot that specitic area upon paving GANOPE one

hundied percent (1002%%) of such costs mncwred by GANOPE.

Such one lmndied percent (104%) pavment shall not be
recovered by CONTRACTOR. Immediately tollowing such
pavinent the specific area shall erther (1) revert to the status of
an ordinary Development Lease under tlus  Agreement and
thereatter shall be operated i accordance with the terms hereot;
or (11) alternatively, 1n the event that at such time GANOPE or
its Athhiated Company 1s conducting Development operations
1 the area at its sole expense and GANOPE elects to contimue
operating, the area shall remain set aside and CONTRACTOR

shall onlv be entitled to 1ts production sharng percentages ot
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the Cimde O1l as  specified 1n Article VII (b). The sole nsk
Crude Onl shall be valued in the manner provided i Article VII
(¢). In the event of any termination of this Agreement under
the provisions ot Article III (b), this Agreement shall, however.
contimie to apply to GANOPE's operations of any sole nsk
ventiwe hereunder. although such Agreement shall have been
ternunated with respect to CONTRACTOR pwsuant to  the
provisions of Article III (b) .

(d) Conversion to a Development Lease:

(1)

(1)

Following a Comunercial Ol Discovery ar a Commerclal Gas
Discovery the extent of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
upon by GANOPE and CONTRACTOR and be subject to the
approval of the Muuster of Petroleum.  Such area shall be
converted automatically mto a Development Lease without the
1ssue of any additional legal instiument or pernussion

Following the conversion of an area to a Development Lease
based on a Comumercial Gas Discovery (or upon the discovery
of Gas 1 a Development Lease granted  following a
Conmunercial O1l Discovery), GANOPE and CONTRACTOR
shall endeavor with diligence to find adequate markets capable
of absorbing the production of Gas and with respect to the local
matkets. GANOPE shall advise CONTRACTOR of the potential
outlets for such Gas and the expected annmal schedule of
demand. Thereatter, GANOPE and CONTRACTOR shall meet
with a view to assessing whether the outlets tor such Gas and
other relevant factors warrant the development and production
of the Gas and W case of agreement the Gas thus made
avallable shall be disposed of to GANOPE or EGPC o1 EGAS
under a  long-term Gas Sales Agreement in accordance with
and subject to the conditions set forth in Article VII .
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(1) The Development period of each Development Lease shall be
as tollows:

(aa) In respect of a Commercial O1l Discovary, twenty  (20)
vears from the date of such Comumercial Discovery plus
the Extension Period (as detined below) provided that, in
the event that., subsequent to the conversion of a
Commercial Ol Discovery into a Development Lease, Gas
15 discovered 1n the same Development Lease and 15 used
ol 15 capable of being used locally o1 tor export hereunder,
the pertod of the Development Lease shall be extended
ondy with respect to such Gas, LPG extracted trom such
Gas and Crude Ol i the form of condensate procduced
with such Gas tor twenty (20) vears friom the date of first
delivenes of Gas locally ar for expaot plus the Extension
Pertod (as defined below) provided that the dwation of
such Development Lease based on a Comercial Ol
Discovery may not be extended bevond thuty-tive (35)
veals from the date of such Commercial il Discovery
unless otherwise agreed upon between GANOPE and
CONTRACTOR and subject to the approval of the
Minister of Petrolenm.

CONTRACTOR shall immediately notity GANOPE ot any
Gas Discovery but shall not be required to apply tor a new
Development Lease 1n respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty  (20)
yveals from the date of tust deliveries of Gas locally or for
export plus the Extension Period (as defined below)
provided that, 1if subsequent to the conversion of 3
Commercial Gas Discovery imfo a Development Lease,
Crude Onl 15 discovered 1 the same Development Lease,
CONTRACTOR s share of such Crude O1l from the
Development Lease {except LPG extracted from Gas oo
Crude Onl m the form of condensate produced with Gas)
and Gas associated with such Crude Oil shall revert
enfirely to GANOPE upon the lapse of twenty (20}) vears
from the date of such Ciude Ol Discovery plus the
Extension Pertod (as defined below).
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Notwithstanding, anything to the contrary under thus
Agreement, the duration of a Development Lease basad on
a Commerclal Gas Discovery shall 1 no case exceed
thirty-five (35) vears from the date of such Commercial
Gas Discovery unless otherwise agreed upon between
GANOPE and CONTRACTOR and subject to the approval
of the Muuster of Petroleum.

CONTRACTOR shall mmmechately notity  GANOPE ot
any O1l Discovery but shall not be requured to apply tor a
new Development Lease 11 respect of such Ciude Onl

The " Extension Penod” shall mean a  penod ot five (3)
yvears which may be elected by CONTRACTOR upon six
(6) months wiitten request sent by CONTRACTOR to
GANOPE puor to the expny of the relevant twenty  (20)
veal period supplemented by technical studies mcluding
evaluation of production. expected levels of production
chining extension pertod, CONTRACTOR s obligations and
relevant econonmuc consideration. Tlis extension perod 13
subject to the approval of the Muuster of Petroleum,

(e) Development operations shall upon the 1ssuance of a Development

Lease granted followig a Commercial O1l Discovery. be started
promptly by Operating Company and be  conducted 1 accordance
with good al field practices and accepted petroleum engineering
prnciples, wntl the field 15 considered to be tully developed, 1t
being wunderstood that 1t associated gas 15 not utilized, GANOPE
and CONTRACTOR shall negotiate 1 good faith on the best way
to avold mmpatring the production i the mterests of the parties.
In the event no Commercial Production of Onl mregular shipments
or Gas deliveries from any Development Block wiatlun towr (4)
yvears from the date of the Commercial O1l Discovery, or from the
date of fust Gas deliveries for local or export, such Development
Blocl shall mumediately be rehnqushed, unless there 13 a Conmmercial
O1l or Gas Discovery on the Development Lease. Each Developiment
Block 1 a Development Lease being pairtly within the radius of
dramnage of any producing well 1 such Development Lease shall be
constdered as participating in the Commercial Production referred
to above.
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Development operations 1n respect of Gas and Crude Onl 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
conmmmencement of a scheme to dispose of the Gas, whether for
export as reterred to m Article VII or otherwise, be started promptly
by Operating Company and be conducted mn accordance with good
oas field practices and accepted petroleum engieermg primciples
and the provisions of such agreement or scheme. In the event no
Commercial Production of Gas 15 established 1n accordance with
such Gas Sales Agresment or scheme. the Development Lease
relating to such Gas shall be relinquished, unless otherwise agreed
upon by GANOPE.

[f. upon applicatton by CONTRACTOR 1t 13 recogmzed by
GANOPE that Chude Oi1l or Gas 15 bemg dramed from the
Exploration block under  thus Agreement mto a Development
Block on an adjoing  concession area held by CONTRACTOR,
the Block being dhramned shall be considered as participating in the
Commercial Production of the Development Block m question and
the Block being diamed shall be converted mto a Development
Lease with the enswng allocation of costs and production
(calculated from the Effective Date or the date such diamage
occmrs, whichever s later) between the two  Concesston Areas,
The allocation of such costs and production under each Concession
Agreement shall be 1 the same portion that the recoverable 1eserves
i the dramed geological structure underlving each Concession
Area bears to the total recoverable reserves of such stimctwe
underlyimmg both Concession Areas. The production allocated to a
concession area shall be priced according to the concession

agreement covering that concession area.
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(1) CONTRACTOR shall bear and pay all the costs and expenses

required m carrving out all the operations under this Agreement but

such costs and expenses shall not wnclude any mterest on
mvestment. CONTRACTOR shall look only to the Petioleum to
wluch 1t 13 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 tlus Agreement and its renswal.,
the total production aclueved in the conduct of such operations shall
be divided between GANOPE and CONTRACTOR 1 accordance
with the provisions of Article VIL

(g) (1)

(1)

(3)

Unless otherwise provided, CONTRACTOR shall be subject to
Egvpttan 1ncome tax laws and shall comply with the
requitements of such laws with respect to the filing of retuins.
the assessment of tax, and keeping and showing of books and
1ecords.

CONTRACTOR shall be hable to prepare the income tax
return statement, CONTRACTOR shall subnut the tax return
statement to GANOPE at least twenty five (25) davs pror to
the due date of submitting thereot to the tax authonity,
GANOPE shall have the night to review the tax retiwn in order
to accept the tax caleulation theremn. GANOPE shall provide
comments on such retuin witlun fitteen (15) davs ot the date of
recerving the tax retun from CONTRACTOR. In any case
CONTRACTOR shall be responsible for subnutting the tax
return to the tax authonty within the due date.

CONTRACTOR s annual mcome for Egyptian income tax

purposes under this Agreement shall be an amount calculatad
as tollows:

The total of the sums recerved by CONTRACTOR from the sale o
other disposition of all Petroleum acquued by CONTRACTOR
pursuant to Article VII (a) and (b),
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Reduced hy:
(1) The costs and expenses of CONTRACTOR

(11) The value as deternuned according to Article VII (¢). of

GANOPE’s share of the Excess Cost Recovery Petroleum
repatd to GANOPE 1n ¢ash o in kind, 1if any.

Plus:

An amount equal to CONTRACTOR s Egyvptian mcome taxes
erossed up 1 the manner shown i Article VI of Annex "E" .

For purposes of above tax deductions m any Tax Year, Article
VII (@) shall apply onlyv 1n respect of classification of costs and
expenses and rates of amortization, without regard to the
percentage hmutation reterred to in the fust paragraph of
Article VII (a) (1). All costs and expenses of CONTRACTOR
in conducting the operations under tlhus  Agreement wlich are
not controlled by Article VII (a) as above qualitied shall be
deductible 1 accordance with the provisions of the Egyptian
Income Tax Law,

GANOPE shall assume, pay  and chscharge, in the name and
on behalt of CONTRACTOR. CONTRACTOR s Egyptian
imcome tax out of GANOPE s share of the Petroleum produced
and saved and not used 1in operations under Article VIL All taxes
patd by GANOPE 1n the name and on behalt of CONTRACTOR
shall be considared mcomes to CONTRACTOR.

(5) GANOPE shall furmish to CONTRACTOR the proper official

teceipts  evidencing  the payvment of CONTRACTOR' s
Egvptian mcome tax tor each Tax Year witlun mnety (90)
davs tollowing the 1eceipt by GANOPE of CONTRACTOR s
tax declaration for the preceding Tax Year. Such receipts shall
be 1ssued by the proper Tax Authonties and shall state the
amount and other particulars customary for such receipts.
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(6)

(%)

(a)

As used herein, Egyptian Income Tax shall be inclusive of all
mncome taxes pavable in the A RE. (including tax on tax) such
as the tax on income from movable capital and the tax on
profits from commerce and mdustry and inclusive of taxes
based on mcome or profits meluding all dividends, withholding
with respect to shareholders and other taxes mposed by
the GOVERNMENT of ARE. on the distribution of income
or profits by CONTRACTOR.

In calculating its AR.E. income taxes, GANOPE shall be
entitled to deduct all rovalties paid by GANOPE to the
GOVERNMENT and CONTRACTOR’s Egyptian income
taxes patd by GANOPE on CONTRACTOR s behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commmence Exploration operations
hereunder not later than six (6) months after the Effective Date.
GANOPE shall make available tor CONTRACTOR s use all
setsmic, wells and other Exploration data in GANOPE's
possession with respect to the Area as GANOPE 15 entitled to

s0 do.

(b)y The imtial Exploration period shall be Three (3) veans.

CONTRACTOR may extend this Exploration period for two(2)
successive extension periods each of Two (2) vears respectively,
1 accordance with Article III (b), each of which upon at least
thirty (30) davs prior written notice to GANOPE, subject to its
expenditire of 1ts mumnmun Exploration obligations and of its
fulfillment of the drlling obligations hereunder, tor the then
current period.
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CONTRACTOR shall spend a mumnnun of Five nullion TS,
Dollars ($3000000) on Exploration operations and activities
related thereto duning the 1itial Thiee (3) vear Exploration
pertod, provided that CONTRACTOR shall pertorm 50 square
M2 of 3D and dvill one (1) fum well at least, however
CONTRACTOR at its sole decision shall pertorm 100 KM ot
2D, and diill another two (2) option wells. For the tust Two (2)
vears extension pertod that CONTRACTOR elects to extend
bevond the mutial Exploration period, CONTRACTOR shall
provided that CONTRACTOR shall perform 30 square KNM-?
of 3D and dnll Two (2) wells, For the second Two (2) vears
extension penod that CONTRACTOR elects to extend bevond
the first extension period, CONTRACTOR shall also spend
a minun of Theee nullion U.S, Dollars ($30000400) provided
that CONTRACTOR shall doldl Two (2) Wells |

should CONTRACTOR spend more than the muinmmumm
amount required to be expended or dill more wells than the
minmum required to be dulled durnmg the mtal Tloee (3)
vears Exploration period, or duning any period thereatter, the
excess may be subtracted from the mummum amount of money
required to be expended by CONTRACTOR or minimmum

number of wells requuied to be didled durmg any succeeding

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

In case CONTRACTOR smrenders its Exploration rights under
this Agreenient as set forth above before or at the end of the
Three (3) vears of the wutial Exploration period, having

expended less than the total sum of Five nullion U.S. Dollars
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(c)

($5000000) on Exploration or 1n the event at the end ot the
Three (3) vears, CONTRACTOR has expended less than
satd  sum 1 the Area, an amount equal to the ditference
between the said Frve mullion U S, Dollars ($3000000) and the
amount actually spent on Exploration shall be paid by
CONTRACTOR to GANOPE at the tume  of swrenderng o
within s1x (6 months from the end of the Three (3) vear of the
tnitial Exploration period, as the case may be. Any expenditue
deficiency by CONTRACTOR at the end of any additional
period tor the reasons above noted shall sinularly result 1 a
paviment by CONTRACTOR to GANOPE of such deficiency.
Provided tlns Agreement 15 still i force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such
pavments as Exploration Expenchture in the mamner provided

tor under Article VII in the event of Conunercial Production

Without prejudice to Article IIT (b)), 1n case no Comunercial Ol
Discovery 13 estabhished or no notice of Commearcial Gas
Discovery is given by the end of the Seven (7 vear, as may
be  extended pursuant to Article Vo (a) or m case
CONTREACTOR swrenders the Area under tlus Agreement
prior to such  tume, GANOPE shall not bear any of the

atoresand expenses spent by CONTRACTOR.

At least tow (4) months prior to the beginning of each Financial
Year or at such other tumes as may mutually be agreed to by
GANOPE and CONTRACTOR, CONTRACTOR shall prepare
an Exploration Work Program and Budget for the Area setting
forth the Explotation operations which CONTRACTOR proposes

to cary out dnng the enswing Year
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The Exploratton Wark Program and Budget shall be 1eviewead
by a jomnt committee to be established by GANOPE and
CONTRACTOR atter the Ettective Date of tlhus Agreement.
This Conmmttee, herematter reterred to as the "Exploration
Advisory  Commuittee”, shall consist of s1x (6) members, tluee
(3) of whom shall be appointed by GANOPE and thiee (3) by
CONTRACTOR. The Chamman of the Exploration Advisory
Clonmmittee shall be designated by GANOPE from among the
members appointed by it

The Exploration Advisory Commnuttee shall review and give
such advice as it deems appropriate with respect to the
proposed Work Program and Budget. Following review by the
Exploration Advisory Conmittee, CONTRACTOR shall make
such revisions as CONTRACTOR deems appropriate and subnut
the Exploration Work Program and Budget to GANOPE for its
approval.

Following such approvoal, it is further agreed that:

(1) CONTRACTOR shall not substantiallyv 1evise or modify
sald Work Program and Budget nor 1educe the approved
budgeted expenditine without the approval of GANOPE:

(11) In the event of emergencies ivolving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be requured to
alleviate  such danger. Such expenditwe shall be
constdered 1 all aspects as Exploration Expenditure and
shall be recoverad pursuant to the provisions of Article
VII herzof.

() CONTRACTOR shall advance all necessary funds tor all

matertals, equipments, supplies, personnel admuustration
and operations pursuant to the Exploration Work Program
and Budget and GANOPE shall not be responsible to bear
ar repay any of the atoresaid costs.
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(e) CONTRACTOR shall be responsible tor the preparation and
pertormance ot the Exploration Work Program wluch shall
be wmmplemented m a workmanhke manner and consistent
with good ndustry practices.

Except as 15 appropriate for the processmng of data.
speclalized laboratory engineering and development studies
thereon, to be made 1n speclalized centers outside AR E.
subject to GANOPE s approval, all geological and geophysical
studies as well as any other studies 1zlated to the
performance of this Agreement, shall be made imnthe ARE.

CONTRACTOR shall entrust the management ot Exploration
operations 1m the ARE to itz techically competent
General Manager and Deputy General Manager. The names
of such Manager and Deputy General Manager shall, upon
appomtment, be forthwith notitied to the GOVERNMENT
and to  GANOPE. The General Manager and, mm lus
absence, the Deputy General Manager shall be entrusted by
CONTRACTOR  wath suthicient powers to  camry out
munechately all lawful witten directions given to them by
the GOVERNMENT o 1ts representative under the terms of
this Agresment. All lawtul regulations 1ssued or hereatter to
be 1ssued wluch are applicable hereunder and not m contlict
with tlhis Agreement shall apply to CONTRACTOR.

(f) CONTRACTOR shall supply GANOPE., witlhun thuty (30)
davs trom the end of each calendar quarter. with a Statement
of  Explormation activity showing costs mcured by
CONTRACTOR g such quarter, CONTRACTOR's
records and necessary supporting documents shall be
avallable for mspection by GANOPE at any tume dwmg
regular working howrs for three (3) months from the date of
recelving each statement.
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Within the three (3) months from the date of receiving such
Statement, GANOPE  shall advise CONTRACTOR in
witting 1f 1t constders:
(17 that the record of costs 13 not correct, on
(2) that the costs of goods or services supphied are not 1
line with the international market prices for goods o
services of sinular quality supphied on simmlar teims
prevalling at the tune such goods o sewvices wele
supplied, provided however. that puwchases made and
services pertormed within the A R E. shall be subject to
Article XXVI. or
(3) that the conditton of the matenals furmshed by
CONTRACTOR does not tally with thew prices. or
(4) that the costs mcwred are not reasonably requured for
operations.
CONTRACTOR shall conter with GANOPE 1n connection
with the problem tlhms presented, and the pairties shall
attempt to reach a settlement wluch 15 mutnally satistactory.
Any remmbursement due to GANOPE out of the Cost
Recovery Petroleum as a result of reaclhing agreement or of
an arbittal award shall be promptly made 1n cash to
GANOPE, plus sumple mterest at LIBOR plus two and halt
percent {2 .5%) per annum trom the date on which the disputed
amount(s) would have been patd to GANOPE according to
Article VII{a) (2) and Annex "E" of this Agreement (1.2.. the
date of renchition of the 1elevant Cost Recovery Statement)
to the date of paviment. The LIBOR rate applicable shall be
the average of the figwe or figures published by the
Financial Tumes representing the miud-point  of the rates (bid
and ask) applicable to one month U.S. Dollars depostts 1n
the London Interbank Ewocwrency Maiket  on each
fifteenth (13 day of each month occurring between the
date on which the disputed amount(s) would have been paid
to GANOPE and the date on which 1t 15 settled.
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If the LIBOR 1ate is available on any fifteenth (13%) day
but 15 not published m the Fmancial Times m respect of
such day tor any reason, the LIBOKR rate chosen shall be that
offered by Citibank N. A to other leading banks in the
London Intertbank Enwocurrency Market tor one month U.S.
Dollar deposits.

If such fifteenth (1531 dav 15 not a day on which LIBOR
rates are quoted m the London Interbank Ewrocunrency
Market, the LIBOR 1ate to be used shall be that quoted on
the next following dayv on wlhich such rates are quoted.

It within the tunme hinmt of the tlwee (3) month period
provided tor i this paragraph. GANOPE has not advised
CONTRACTOR of 1its objection to any Statement, such
Statement shall be considered as approved.

CONTRACTOR shall supply all tunds necessary for its
operattons 1n the AR E. under this Agreement 1n tfreely
convertible currency from abroad CONTRACTOR shall
have the nght to freely purchase Egyptian cuurency in the
amounts necessary for its operations mn the ARE. fiom
GANOPE o from any bank authonzed by the GOVERNMENT
to conduct toreign  currtency exchanges. Prionity shall be
given to GANOPE to puchase the foreign curencies from
CONTRACTOR at the same applicable rate and date as
such currencies may be purchased from the National Bank
of Egvpt.

GANOPE 15 aunthorized to advance to CONTRACTOR the
Egyptian cunrency requued tor the operations under thus
Agreement agamst recewving from CONTRACTOR an
equivalent amount of U.S. Dollars at the otficial AR E. rate
of exchange, such amount in U.S. Dollars shall be deposited
i an GANOPE account abroad with a comrespondent bank
of the National Bank of Egvpt. Cawo. Withdiawals from
sard account shall be vsed tor financing GANOPE s and 1ts
Affiliated Companies™ foreign currency requuiements subject
to the approval of the Munuster of Petroleum.
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ARTICLE ¥V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the Three (3) vears atter the Etfective Date hereof,
CONTRACTOR shall relinguush to the GOVERNMENT a total ot
Twenty Five percent (23%) of the onginal Area on the Effective
date not then converted to a Development Lease o1 Leases. Such
relmaqushment shall be m a single unit of whole Exploration Blocks
not converted to Development Leases unless otherwise agreed upon
between GANOPE and CONTRACTOR so as to enable the
relmoushment requirements to be precisely tulfilled.

At the end of the Five (5) vears atter the Etfective Date hereotf.
CONTRACTOR shall relincpush to the GOVERNMENT an additional
Twenty Five percent (23%) of the onginal Area on the Effective
date not then converted to a Development Lease or Leases. Such
relmgqushment shall be m a single unit of whole Exploration Blocks
not converted to Development Leases wnless otherwise agreed
upon between GANOPE and CONTRACTOR so as to enable the
relmagqushment requirements to be precisely tulfillad.

Without prejudice to Articles I and XXIIT and the last  tloee
patagraphs of this Article V (a), at the end of the Seven (™) vear
of the Exploration penod, CONTRACTOR shall relinqush the

remainder of the Area not then converted to Development Leases.

It 15 understood that at the tume of any relinquislunent the areas to
be converted mto Development Leases and wluch are subnutted to
the Muuster of Petrolemn tor lus approval according to Article III (d)
shall, subject to such approval, be deemed converted to Development
Leases.
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CONTRACTOR  shall not be requured to relinquish any
Exploration Block or Blocks on which a Clommercial O1l or Gas
Well 15 discovered betore the period of time retened to i Article
[II {¢) gven to CONTRACTOR to determine whether such Well 15
a Commercial Discovery worthy of Development or to relingush
an Exploration Block 1n respect of which a notice of Comimercial
Gas Discovery has been given to GANOPE subject to GANOPE s
r1izht to agree on the exuistence ot a Commercial Discovery pursuant
to Article IIT (¢). and without prejucice to the requuements of
Artiele III (&),

In the event at the end of the mutial Exploration period o either of
the two successive extensions of the mutial  Exploration period. a
well 15 actually dulling or testing, CONTRACTOR shall be
allowed up to s1x (6) months to enable 1t to discover a Commercial
O1l or Gas Well or to establish a Commeircial Discovery., as the case
may be. However, any such extension of up to six (6) months shall
reduce the length of the next succeeding Exploration perod, as
applicable, by that amount.

VOLUNTARY:

CONTRACTOR mavy. voluntanly, durmg any perod relinqush all
or any part of the Area 1 whole Exploration Blocks o1 parts of
Exploration Blocks provided that at the tunme of such voluntary
relmaqushment 1ts Exploration obhgations  under Article IV (b)
have been satishied tor such pertod.

Any rehnqushments hereunder shall be credited toward the
mandatory provisions of Aiticle V (a) above

Following Commercial Ihscovery, GANOPE and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the rehinquislument provided tor above at the end of the
total Exploration period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY
(a) On Commercial Discovery, GANOPE and CONTRACTOR may

torm in the A R.E. an operating company pursuant to Article VI (b)
and Annex (D) (heremafter referred to as "Operating Company”)
which company shall be named by mutual agreement between
GANOPE and CONTRACTOR and such name shall be subject to
the approval of the Mimster of Petrolewm. Said company shall be a
private sector company. Operating Company shall be subyject to the
laws and regulations in force 1 the A R.E. to the extent that such
laws and regulations are not inconsistent with the provisions of this

Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws

and regulations as now or hereafter amended or substituted:

Law No. 48 of 1978, on the emplovee regulations of public sector

companies,

Law No. 159 of 1981, promulgating the law on jomnt stock
compantes, partnership limted by shares and limited hability
companies,

Law No. 97 of 1983 promulgating the law concernming public sector
organzations and companies;

Law No. 203 of 1991 promulgating the law on public business

sector companies; and

Provisions of part 2 of Chapter 6 of Law No. 88 of 2013, arganizing

dealings 1n foreign currencies.
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(b)Y The Charter of Operating Company 15 hereto attached as Annex

(¢)

()

"D Witlun thuty (3() davs atter the date of Conunercial Oil
Discovery or within thuty (30) davs atter signatwe of a Gas Sales
Agreement or comencement of a scheme to dispose of Gas
(unless otherwise agreed upon by GANOPE and CONTRACTOR),
the Charter shall take effect and Operating Company  shall
automatically come 1nto exastence without any turther procedwes.
The Exploration Advisory Conmuttee shall be dissolved torthwith

upon the conung mto exustence of the Operating Company.

Ninety (90) davs after the date Operating Company comes 1o
existence tn accordance with paragraph (b) above, 1t shall prepare a
Wotk Program and Budgzet for finther Exploration and Developiment
tor the remainder of the vear m wluch the Conmmercial Discovery
13 made. and not later than tow (4) months betore the end of the
curtent Financial Year (or such other date as may be agresd upon
by GANOPE and CONTRACTOR) and fowr (4) months preceding
the conumencement ot each succeeding Financial Year thereatter (or
such other date as  mav be agreed upon by GANOPE and
CONTRACTOR). Operating Company shall prepare an annual
Production Schadule, Woik Program and Budget tor finther
Exploration and Development tor the succeeding Financial Year
The Production Schedule, Work Program and Budget shall be

submutted to the Board of Directors tor approval.

Not later than the twentieth (20M) day of each month. Operating
Company shall tormsh to CONTRACTOR a witten estimate of 1ts
total cash requirements tor expenditue for the fust halt and the
second halt of the succeeding month expressed i .S Dollars
having regard to the approved Budget.  Such estimate shall take
1mnto consideration any cash expected to be on hand at month end,
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(e)

(1)

Payvment tor the appropiiate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1) day and fifteenth (15%) dav respectively, or the next

tollowing business day, 1f such day 15 not a business day.

Operating Company 1s authonized to keep at its own disposal
abroad 1n an account opened with a cormespondent bank of the
National Bank of Egypt, Cawo, the foreign funds advanced by
CONTRACTOR. Withdrawals trom said account shall be used for
paviment for goods and services acquured abroad and for
transferring to a local bank 1 the AR E. the required amount to
meet the expenditures in Egyptian Pounds for Operating Company

1n connection with its activities under this Agreement.

Within sixty (60) davs after the end of each Financial Year,
Operating Company shall subnut to the appropnate exchange
control authorities 1 the AR E. a statement, duly certified by a
recognized firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the

balance outstanding at the end of the Year.

If and tor as long during the period of production operations there
exists an excess capacity 1n facilities which can not dunng the
period of such excess be used by the Operating Company or
CONTRACTOR from a Development Lease or adjacent concession
area related to the CONTRACTOR, GANOPE shall use the excess
capacity 1f 1t so deswes without any financial or operational

disadvantage to the CONTRACTOR or Operating Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) CostRecovery Petroleum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out
of Thuty percent (30%) of all Petroleum produced and saved
from all Development Leases within the Area hereunder and not
used 1n Petroleum operations. Such Petroleum 15 hereinafter

referred to as "Cost Recovery Petroleum”.

For the purpose of determuning the classification of all costs,
expenses and expenditures for their recovery, the following terms

shall apply:

1. "Exploration Expenditiwes” shall mean all costs  and
expenses for Exploration and the related portion of idiect

expenses and overheads.

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

overheads.

3. "Operating Expenses" shall mean all costs, expenses and
expenditures made atter mitial Commercial Production, which
costs, expenses and expenditires are not normally

depreciable.
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(1)

(11)

However, Operating Expenses shall include workover, repan
and maintenance of assets but shall not mclude any of the
following: sidetracking, re-duilling, recompilation, abandonment
operations, and changing of the status of a well by reentry o
testing, replacement of assets or pait of an asset, additions,
improvements, renewals or major overhauling that extend the

lite of the asset.

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

Petrolenm in the tollowing manner:-

"Exploration Expenditures”, including those accumulated prior
to the commencement of mitial Commercial Production, which
for the purposes of thus Agreement shall mean the date on
which the fust regular shupment of Crude O1l or the fist
deliveries of Gas are made, shall be recoverable at the rate of
twenty percent (20%) per anmun starting either i the Tax
Year 1 wlich such expenditures are incurred and paid or the
Tax Year in wlich mmtial Conumercial Production conumences,

whichever 1s the later date.

"Development Expencitures”, mcluding those accumulated
prior to the commencement of mitial Commercial Production
which for the purposes of this Agreement shall mean the date
on which the first regular shipment of Crude Oil or the first
deliveries of Gas are made, shall be recoverable at the rate
of twenty percent (20%) per anmun starting either i the Tax
Year in which such expenditures are mcwred and paid or the
Tax Year in which mitial Conmmercial Production conumences,
whichever 15 the later date.
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(111) "Operating Expenses”, mcurred and paid after the date of
mitial Conmnercial Production, which for the puwrposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Oi1l or the first delivenies of Gas are made,
shall Dbe recoverable either 1n the Tax Year in wlhich such
costs and expenses are incured and paid or the Tax Year 1in
which mitial Conmmmercial Production occurs, whichever 1s the

later date.

(1v) To the extent that, in a Tax Year, costs, expenses or expendifines
recoverable per paragraphs (1), (11) and (1) preceding, exceed
the value of all Cost Recovery Petroleum tfor such Tax Year,
the excess shall be carmied forward for recovery i the next
succeeding Tax Year(s) until fully recovered, but in no case

atter the ternunation of this Agreement, as to CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
referred to above, shall be allocated to each quarter
proportionately (one fowth to each quarter). However, any
recoverable costs and expenses not recovered 1 one quarter as
thus allocated, shall be carned forward for recovery in the next

(uarter.
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(2)  Exceptas provided i Article VII (a) (3) and Article VII (2) (1),
CONTRACTOR shall each quarter be entitled to take and own
all C'ost Recovery Petroleum. wlich shall be taken and disposed
of 1in the manner deternuned pursuant to Article VII () To the
extent that the walue of all Cost Recovery Petroleum [as
deternuned m Article VII (¢)] exceeds the actual recoverable
costs and expenditmes, incluchng any cany torward under
Article VII (a) (1) (1v). to be recoverad m that quarter, then the
value of such Excess Cost Recovery Petroleum shall be paid by
CONTRACTOR to GANOPE etther (1) 1 cash i the manner
set ftorth n Article IV of the Accounting Procechine contamed in
Annex "E" or (1) m kind m accordance with Article VIIa) (3),

(3) Ninety (90) days prior to the commencement of each Clalendar
Year GANOPE shall be entitled to elect by notice m writing to
CONTRACTOR to require paviment of up to one hundred
percent (100%) of all the Excess Cost Recovery Petroleum
(Ganope’s tight) mn kind. Such pavment will be in Chiude Ol
fiom the Area F.O.B. export tetnunal or other agreed delivery
point provided that the amount of Crude Ol taken by GANOPE
11 kind m a quarter shall not exceed the value of Cost Recovery
Crude  O1l actually  taken and  separately  disposed of by
CONTRACTOR from the Area duning the previous quarter. It
GANOPE s entitlement to receive pavment of its share of
Excess Cost Recovery Petroleum m kind 1s lmted by the
toregoing provision, the balance of such entitlement shall be
paid 1 cash

() Production Sharing
(1) The remaiung Seventy percent (70%) of the Petrolewm shall
be divided between (GANOPE and the CONTRACTOR according

to the tollowing shares: Such  shares shall be taken and
cisposad of parsuant to Article VII (e):
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(i) Crude Oil
Crude O1l produced and GANOPE CONTRACTOR
saved under this Agreement SHARE SHARE
and not used m Petrolemm
operations. (BOPD)

(quarterly average)

That portion or increment

up to 304 BOPD. (84%) (16%0)

That portion or imncrement
More than 3000 and up (85%) (15%)

to 10000 BOPD.

That portion or imcrement
More than 100040 and up (86%) (14%)
to 25000 BOPD.

That portion or increment
More than 25000 and up (88%%) (12%p)
to 50000 BOPD.

That portion or increment
More than 50004 and up (90%0) (10%%)
to 100000 BOPD,



