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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
BP EXPLORATION (DELTA) LIMITED
PETRONAS CARIGALI OVERSEAS SDN. BHD.
SHELL EGYFPT N.V.

IN
NORTHDAMIETTA OFFSHORE AREA
MEDITERRANEAN SEA
ARE.

This Agreement made and entered on this ------ day of ------ 20, by and
between the ARAB REPUBLIC OF EGYPT (herematter refernred to
vartously as the "AR.E." or as the "GOVERNMENT"), the EGYPTIAN
NATURAL GAS HOLDING COMPANY, a legal entity created by the
Prime Minmster Decree No. 1009 of 2001, as amended, and according to
Law No. 203 of 1991, as amended (hereinatter referred to as "EGAS"),

BP EXPLORATION (DELTA) LIMITED a private company limited by
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shares organized and exusting under the laws of England and Wales
(hereinatter reterred to as "BP"), PETRONAS CARIGALI OVERSEAS
SDN. BHD ., a prrvate company imited by shares organized and exasting
under the laws of Malaysia (herewnatter referred to as "PCOSB™) and
SHELL EGYPT N.V., a corporation company orgamzed and existing
under the laws of Netherlands (hereinatter reterred to as “SHELL™). BP,
PCOSE and SHELL shall be heremnatter referred to collectively as
"CONTRACTOR" and inchvicually as "Contractor Member"”.

WITNESSETH

WHEREAS, all nunerals, including Petroleum, existing in nunes and
quatties m the A R E. mclading 1ts tenitonial waters, and m the seabad
subject to 1ts puisdiction and extenchng bevond 1ts teritonal waters, are
the property of the State:

WHEREAS, EGAS has applied to the GOVERNMENT tor an exclusive
concession tor the Exploration and explotation of Petrolenm i and
thronghout the Area referred to m Axticle 11, and deseribed i Annex "A"
and shown approxamately on Annex "B", which are attached hereto and

made pait hereot, (heremnatter referred to as the "Area").

WHEREAS BP. PCOSB and SHELL agize to undertale thewr obligations
provided herematter as CONTRACTOR with respect to the Exploration,
Development and production of Petrolenm i NORTH DAMIETTA
OFFSHORE AREA, MEDITERRANEAN SEA;

WHEREAS, the GOVERNMENT hereby desnes to grant such

concession pursuant to tlhus Agreement. and

WHEREAS, the Mpuster of Petroleum. pursuant to the provisions of
Law No. 86 of 1956 as amended, may enter mto a concession agreement
with EGAS. and with BP. PCOSE and SHELL as a CONTRACTOR 1n

the satd Area.
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NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE I
DEFINITIONS

(a) "Affiliated Company” means a company.

(1) of which the share capital, conferring a majonty of votes at
stockholders™ meetings of such company, 15 owned directly or
incirectly by a party hereto; or

(1) which 15 the owner directly or indirectly of share capital
conferring a majority of votes at stockholders™ meetings of a
paity hereto;, or

(111) of which the share capital conferring a majonty of votes at
stockholders™ meetings of such company and the share capital
conferring a majority of votes at stockholders™ meetings of a
party hereto are owned directly or induectly by the same
company.

by "Agreement" means this Concession Agreement and it
Alhexes.

(¢) "ARE."means the Arab Republic of Egypt.

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

(e)  "Brent Price" means the sumple anthmetic 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) mumedhately preceding the month
of delivery of the sold Gas expressed in U.S Dollars/Barrel. "Dated
Brent" means the price assessment 1 US$/bbI (calculated using the
average of the mean of the dailly highs and lows of Brent
quotations) as published i Platts Crude O1l Market wire report.
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(1)

(£)

(h)

"BTU" (British Thermal Unit) means the amount of energy requured
to rawse the temperature of one (1) pound of pure water by one (1)
degree Falwenheit from sixty degrees Faluwenheit (60°F) to
sixty-one degrees Falwenheit (61°F) at a constant presswe of
14696 PSIA.

"Calendar Year” means a pertod of twelve (12) months from
1 January to 31 December according to the Gregorian calendar,

"Commercial Gas/O1l Well" means the fust well at any
geological feature tound to be capable to produce at economic
rate. The discovery date of the Commercial Well shall be the date
EGAS and CONTRACTOR agree upon the evaluation results.

(1) "Conmmercial Production” means Petroleum produced and saved tor

()

(1)

regular shipment or delivery, as may be applicable tor O1l or Gas,

"Commercial Production Commnencement™ means the date on which

the first regular shipment of Ciade O1l or the tirst regular deliveries

of Gas are made.

"CONTRACTOR" could be one or more companies (each company

to be mdividually referred to as a "CONTRACTOR Member™).

Unless moditied m  accordance with  Article  XXI  herein.

CONTRACTOR under this Agreement shall mean BP, PCOSB

and SHELL.

"Development” mcludes, without lumitation, all the operations and

achivities pursuant to approved Work Programs and budgats vnder

this Agreement with respect to:

(1) dodling, plugeimg,  deepenung, side  tracking, re-dulling,
completion and equpping of development wells, and the
change of a well status, and

(1) design. engineerng, constiuction, stallation, servicing and
maintenance of equipment, lines, systems tacilities, plants and
related operations to produce and operate said development
wells,  taking.  saving, treatment,  handling,  storage.
transportation  and  delivery of Petroleum. re-pressuing,.
recyeling and other secondary recovery projects. and

(111) transportation, storage and any other work or activifies necessary
or ancillary to the activities specified i (1) and (1) above.
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(1m)

(n)

(0)

"Development Block” means an area the comer pomts of wluch
have to be comeident with one (1) nmunmte by one (1) minute
latitude and longitude divisions according to the International
Coordinates Grid Svstem, where possible, or with the existing
boundanies of the Area covered by this Concession Agreement as
set out mn Annex "A".

"Development Lease(s)" means the area that covers one or more
Development Block(s) coverng the geological structwe capable of
production, the corner points of which have te be coincident with
latitude and longitude divisions according to the International

Cloordinates Grid System, where possible, or with the existing

boundaries of the Area covered by thus Concession Agreement as

set out m Annex "A".

"Etfective Date" means the date on which the text of this Agreement

15 signed by the GOVERNMENT, EGAS and CONTRACTOR,

atter the relevant Law 15 183uad.

(p) "EGPC" means the Egyptian General Petiolemm Corporation., a legal

)

entity created by Law No. 167 of 1958, as amended

"Exploration” includes such geological. geophysical. aeral and
other swveys as mayv be contamed m the approved Exploration
Work Programs and budgets. and the dnlling of shot holes. core
holes, stratigrapluc tests, holes for the discovery of Petroleum or
the appratsal of Petroleum discoveries and other related holes and

wells, and the purchase or acqusition of such supplies, materials,

services and equipment theretore, all as mayv be contamed 1n the
approved Work Programs and budgets. The verb "explore” means

the act of conducting Exploration.
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(1)

(8)

(1)

()

(V)

(W)

(X)
(V)

(Z)

"Exploration Block" means an area the comner points of wluch are
comctdent with three (3) nunutes by tluee (3) nunutes latitude and
longitude divistons according to the International Coordhnates Grid
System, where possible, or with the exusting boundanes of the Alea
coverad by thus Concession Agrezment as set out i Annex "A"

"Financial Year" means the GOVERNMENT's financial Year
according to the laws and regulations ot the ARE. .

"Gas" means natmal gas both assoctated and non-associated, and all

of its constituent elements produced from any well 1n the Area
(other than Liquid Crude Oul) and all non-hydrocarbon substances
theremn. Said term shall include residual gas, that gas remainng
after removal of LPG

"Gas Sales Agreement” means a wriften agreement entered into
pursuant to Article VII (@) between EGAS and CONTRACTOR (as
sellers) and EGAS andior a thud party agreed upon by EGAS (as
buvers), which contams the terms and conditions tor Gas sales
trom a Development Lease.

"ot Venhwre Company” 18 a company to be formed in accordance
with Article VI and Annex "D of tlhus Agreement.

"Liquud Crude Oil" or "Criade Oul" or "Onl" means any hydrocarbon
procuced from the Area which 1s 1n a Liquid state at the wellhead or
lease separators or which 15 extracted from the Gas or casinghead
Gas 1 a plant. Such houd state shall exast at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.6096 PSIA. Such
terin includes distillate and condensate.

"LNG" means Liquetied Natural Gas.

"LPG" means liquetied Petrolewm Gas, which 1s a muxtwe principally
of butane and propane liquetied by pressure and temperature.

"Operator” means CONTRACTOR (1t 1t 15 one company) or ong of
the CONTRACTOR Members (1f they are more than one
company). as the case may be, appointed by them to be the entity to
wluch. from which and 1n whose name all notifications related to or
1 connection with this Cloncession Agreement shall be made.
CONTRACTOR shall notity the name of the Operator to EGAS.
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(aa) "Petroleum" means Liquud Crude O1l of various densities, asphalt,
Gas, casmghead Gas and all other hydrocarbon substances that may
be found in, and produced, or otherwise obtained and saved trom
the Area under this Agreement, and all substances that may be

extracted there from.

(bb) "Standard Cubic Foot (SCF)" 15 the amount of Gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.696 PSIA

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

(cc) "Tax Year" means the period of twelve (12) months according to the

laws and regulations of the A RE.

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

Gregortan calendar,

ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex "A" 15 a description of the Area covered and affected by this
Agreement, hereiatter referred to as the "Area”.

-~

Annex "B" 13 a provisional illustrative map on the scale of
approxumately (1: 800 000) mdicating the Area covered and atfected by

this Agreement and described 1 Annex "A",
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Annex "C" 15 the torm of a Bank o1 Production Letter of Guarantes to
be subnutted by CONTRACTOR to EGAS one (1) day betore the tume of
signature by the Muuster of Petroleum of tlhus Agreement tor the sum ot
two Inmdred and fifty three nulhion U.S. Dollars (§ 253 0040 0404, to
snarantee the execution of CONTRACTOR 3 nunmmmun Exploration
obligations hersunder for the furst fowr (4) Year Exploration period. In
case CONTRACTOR extends the tist Exploration perod for a second
Exploration peniod, of two (2) vears i accordance with Article III (b) of
this Agreement, simular Letter of Guarantee shall be 1ssued and be
subnutted by CONTRACTOR on the day the CONTRACTOR exercises
1ts option to extend. Such Letter of Guarantee wiluch 15 1elated to the
second Exploration period shall be for the sum of one hundied nullion
US Dollars (§ 100 000 O, less any excess expendituees mecurred 1
the preceding Exploration period permtted tor carry torward in
accordance with Article IV (b) thud paragraph of this Agreement and
approved by EGAS. In case of any shorttall (the ditference between the
amount of CONTRACTOR s financial obligation of any Exploration
pertod nunus [the total amount approved by EGAS tor the same
concernad obligation penod plus any cany torward approved by EGAS
from the previous perod. 1t any] ). EGAS shall notify CONTRACTOR
i wiittng by the value of such shorttall. Witlhun fifteen (15) days from
the date of tlhus notitication, CONTRACTOR shall transter the amount of
the shorttall to EGAS™ account and 1if CONTRACTOR did not transter
this shorttall wathin the mentioned fitteen (13) davs, EGAS has the nght

to licpudate the concermed letter of Guarantee. Each of the two (2) Letters
of Guarantee shall remain effective tor six (6) months atter the end of the
relevant Exploration period for which 1t has been 1ssued, except as 1t may

be expured prior to that tune 1n accordance with the terms thereot
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Annex "D" 15 the torm of a Chaiter ot the Joint Venture Company to be
formed as provided tor in Article VI hereot.

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 ot delivery tor Gas shall
be agreed upon by EGAS and CONTRACTOR under a Gas Sales
Agreement, which pomt of delivery shall be located at the tlange
connecting the Development Lease pipeline to the nearest pount on the
National Gas Pipeline Grid Svstem as depicted m Annex "F". or as
otherwise agreed by EGAS and CONTRACTOR.

[f Gas 13 disposed of for export. the pomnt of delivery shall be agreed by
EGAS and CONTRACTOR.

Annexes "A", "B "CT "D "E" and "F" to thus Agreement are hereby
made part hereot, and they shall be considered as having equal torce and
etfect with the provisions of this Agreement.

ARTICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGAS and CONTRACTOR, subject
to the terms, covenants and conditions set out 1 thus Agresment. which
msotar as they mayv be contrary to or inconsistent with any provisions of
Law No. 66 of 1953, as amended, shall have the force of law, an exclusive
concession 1 and to the Area described in Annexes "A" and "B".

(a) The GOVERNMENT shall own and be entitled to. as herematter
provided, a rovalty 1n cash or mn kimd of ten percent {10%) of the
total quantity of Petrolewm produced and saved fiom the Area
during the Development period (including 1ts extension. 1t any).
Sald royvalty shall be borne and paid by EGAS and shall not be the
obligation of CONTRACTOR. The pavment of rovaltizs by EGAS
shall not be deemed to result 1 an icome attrtbutable to the
CONTRACTOR.
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(by A tust Exploration penod of fowr (4) Years shall start from the
Effective Date. One (1) successive extension which 1s the second
Exploration penod. of two (2) vears. shall be @ranted to
CONTRACTOR at 1ts option, upon written notice given to EGAS
not less than thity (30) davs prior to the end of the fust Exploration
period, as may be extended pursnant to the provisions of Article V.
and subject only to CONTRACTOR having fulfilled 1ts obligations
hereunder for that pertod. This Agreement shall be ternunated if

netther a Conmumercial Ol Discovery nor a Comumercial Gas
Discovery 1s established by the end of the sixth (6™) Year of the
Exploration period, as mayv be extended pursnant to Article V. The
election by EGAS to undertake a sole risk venture under paragraph
(¢) below shall neither extend the Exploration period nor atfect the
ternunation of this Agreement as to CONTRACTOR.

(¢) Commercinl Discovery:

(1) A "Clonunercial Discovery” whether of O1l o1 Gas may consist of
one (1) producing reservolr or a group ot producing reservouns
which 15 worthy ot bemng developed commercially.  Atter
discovery of a Conunercial Ol or Gas Well, CONTRACTOR
shall, mnless otherwise agreed upon with EGAS, undertalke as
part of 1ts Exploration program the appraisal of the discovery by
didling one (1) or more appratsal wells, to deternune whether
such discovery 15 warthy of bemg developed commercially,

talang mto constderation the recoverable reserves, production,
pipeline and ternunal facilities required. estumated Petroleum
prices, and all other relevant technical and econonuce tactors.

(1) The provisions laid down herein postulate the unity and
mchvisibility of the concepts of Commmercial Discovery and
Development Lease. They shall apply wutormly to O1l and Gas,
unless otherwise specitiad.
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(1) CONTRACTOR shall give notice of a Conumercial Discovery

to EGAS mmmediately after the discovery 1s considered by
CONTRACTOR to be worthy of comimercial development but
m any event, with respect to a Commercial O1l Well, not later
than thuty (30) days following the completion of the second
appraisal well or twelve (12) months following the date of the
ciscovery of the Commercial O1l Well (unless otherwise agreed
upon by EGAS); or with respect to a Conumercial Gas Well, not
later than twenty four (24) months following the date of the
discovery of the Commercial Gas Well (unless EGAS agrees to
extend such pertod), except that CONTRACTOR shall also
have the night to give such notice of Commercial Discovery
with 1espect to any 1eservolr or reservoirs even if the well(s)
thereon are not conumercial within the defimtion of Commercial
Ol or Gas Well if, 1n 1ts opinion, a reservolr or a group of
reservolrs, considered collectively, could be worthy of

commercial development.

CONTRACTOR may also give a notice of a Commercial Ol
Discovery in the event it wishes to undertake a Gas recycling

project.

A notice of Commercial Gas Discovery shall contaimn all
detailed particulars of the discovery, and especially the Area
contamning recoverable reserves, the estumated production
potential and profile . field life, Gas analysis, the required
pipeline and production facilities, estimated Petroleum prices,
and all other relevant tecluucal and economic factors (unless

otherwise agreed upon by EGAR).
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Within sixty (60) davs from receipt of a notice of a Conumercial
Ol or Gas Discovery, EGAS and CONTRACTOR shall start
meeting and reviewing together all appropriate data with a view
to nmtually  agree upon the existence of a Conmmercial
Discovery as soon as possible. The date of Commercial
Discovery shall be the date EGAS and CONTRACTOR jointly

agree 1n wiiting that a Commercial Discovery does exist.

(v) If Crude Ol or Gas 13 discovered but 13 not deemed by
CONTERACTOR to be a Commercial Oill or Gas Discovery
under the above provisions of tlus paragraph {(¢), EGAS shall
one (1) month after the expiration of the perod specitied above
within wlnch CONTRACTOR can give notice of a Connmercial
Ol o Gas Discovery, or thuoteen (13) months after the
completion of a well not considered to be a Conunercial Oil
Well or twenty five {25) months after the completion of a well
not constdered to be a Commercial Gas Well, have the nght,
tollowing sixty (60) days wiitten notice to CONTRACTOR. at
1ts sole cost, nsk and expense, to develop, produce and dispose
of all Crude O1l or Gas from the geological teature on which the
well has been drilled. Said notice shall state the specific area

coverng satd geological teatiwe to be developed, the wells to be

didled, the production tacilities to be mstalled and EGAS
estimated cost thereot Witlhun thuty (30) davs atter recaipt of
sald notice CONTRACTOR may, m wiiting, elect to develop
such area as hereunder provided tor 1 the case of Commercial
Discovery. In such event all terms of tlhus Agreement shall

contimie to apply to the specitied area.
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It CONTRACTOR elects not to develop such area, the specific
area coverlng satd geological teature shall be set aside tor sole
115k operations by EGAS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petrolewmn
mdustry practice. EGAS shall be entitled to perform or. 1n the
event the Joint Venture Company has come into existence, to
have the Joint Venture Company perform such operations tor
the account of EGAS and at EGAS™ sole cost. 11sk and expense.
When EGAS has recovered trom the Petroleum produced trom
such specific area a quantity of Petroleum equal in value to
three hundred percent (300%) of the cost 1t has incurred In
canrving out the sole sk operations, CONTRACTOR shall
have the option, only 1n the event that there has been a separate
Commercial Oil o1 Gas Discovery, elsewhere within the Area,
to share 1 tinther Development and production ot that specitic
alea upon paving EGAS one hundred percent (100%) of such
costs memrred by EGAS.

Such one hunched percent (100%) pavment shall not be
recovered by CONTRACTOR. Immedhately tollowing such
pavment, the specific area shall either (1) revert to the status ot
an orcdinary Development Lease under this Agreement and
thereatter shall be operated 1 accordance with the terms hereof:
or (11) alternativelv, 1 the event that at such tume EGAS or 1ts
Attihated Company 15 conducting Development operations i
the area at 1its sole expense and EGAS elects to continue
operating. the area shall remain set aside and CONTRACTOR
shall only be entitled to 1ts production sharing percentages of
the Crude O1l or Gas as specified 1 Article VIIID). The sole

1sls Crude O1l o Gas shall be valued m the manner providead
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tor 1in Article VII(¢). In the event of anyv ternunation of this
Agreement under the provisions of Article IIIL), this
Agreement shall, however, conttme to apply to EGAS
operation of any sole nsk ventwe hereunder, althongh this
Agreement shall have been ternunated with respect fo
CONTRACTOR pursuant to the provisions ot Article ITI(b).

(d) Conversion to a Development Lease:

(1) Following a Commercial Discovery of Onl or Gas, the extent of
the whole area capable of production to be covered by a
Development Lease shall be mutually agieed upon by EGAS
and CONTRACTOR and be subject to the approval of the
Minister of Petrolewm. Such area shall then be converted
auntomatically mnto a Development Lease without the 1ssue of

any addittonal legal mstiament or pernussion.

(1) Following the convarsion of an area mto a Development Lease
based on a Commercial Gas Discovery (o1 upon the discovery
of Gas 1 a Development Lease granted following 3
Commercial O1l Discovery), EGAS and CONTRACTOR shall
endeavor with diligence to find adequate markets capable ot
absorbing the production of Gas. With respect to the local
matket EGAS shall advise CONTRACTOR 1t EGAS requires
such Gas for the local market. and the expected annual schedule
of demand tor such  Gas.  Thereafter, EGAS  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. 1n case ot
agreement, the Gas tlis made available shall be disposed of to
EGAS under a long-term Gas Sales Agreement 1n accordance
with and subject to the conditions set torth i Article VIL
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(11) The Development peniod of each Development Lease shall be
as tollows:

(aa) In respect of a Conumercial O1l Discovery, twenty (24
Years from the date of such Conmmercial Ol Discovery
plus the Extension Period (as detined below), provided
that. 1f atter the conversion ot a Commercial O1l Discovery
mto a Development Lease, Gas 15 chscovered 1n the same
Development Lease and 1s used or 15 capable of being used
locally  or tor export hereunder. the penod of the
Development Lease shall be extended only with respect to
such Gas, LPG extractad trom such Gas and Crude Ol 1n
the form of condensate produced with such Gas for twenty
(20) Years from the date ot first deliveries of quantities of
Gas locally o for export plus the Extension Period (as
defined Dbelow), provided that the dwation of such
Development Lezase based on a Conumercial O1l Dhscovery
shall not be extended bevond thuty five (33) Years from
the date of such Commercial O1l Discovery.

CONTRACTOR shall mmmediately nohty EGAS of any
Gas discovery but shall not be requued to apply for a new
Development Lease 1 respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20)
Years from the date of first deliveries of Gas locally or tor
export plus the Extension Period (as detined below):
provided that. 1f after the conversion of a Commercial Gas
Discovery Into a Development Lease, Cirude Oil 15
chscovered 1 the  same  Development  Lease,
CONTRACTOR s share of such Chiude Oil from the
Development Lease (except LPG extracted trom Gas on
Crude O1l in the torm of condensate produced with Gas)
and Gas assoclated with such Ciude Ol shall revert
entirely to EGAS upon the expuy of twenty (20) Years
from the date of such Crude Ol Conmmercial Discovery
plus the Extension Penod (as detined below).
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(e)

(dd)

Notwithstanding, amvthing to the contrary under  thus
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall 1 no case exceed
thirts-tive (33) Years trom the date of such Commercial
Gas Discoveary.

CONTRACTOR shall immediately notity EGAS of any
Crude O1l discovery but shall not be requured to apply tor a
new Development Lease 1n respect of such Ciade Onl

The notification to EGAS of the discovery of Gas mn a
Development Lease based on Commercial Ol Discovery.,
or vice versa. should include all technical mtormation
mentioned 111 Article II(¢){(1) and (111) above,

The " Extension Perrod" shall mean a period of five (35)
Years which may be elected by CONTRACTOR upon s1x
(6) months prior written request sent by CONTRACTOR
to EGAS puor to the expuy of the relevant twenty (20)
Year pertod supplemented by techical studies. mcluding
the evaluation of production pertod., the expected levels of
production durmg the Extension Period, CONTRACTOR s
obligations and relevant economic considerations, The
Extension Pernod 1s subject to the approval of the Minister
of Petroleum.

Development operations shall. upon the 1ssuance ot a Development
Lease granted following a Commercial O1l Discovery, be started
promptly by the Jomt Ventwe Company and conducted 1n
accordance with good Petrolewm fields™ practices and accepted
Petrolem engineering prnciples, mntil the field 15 considerad to be
tully developed. It 1s understood that if assoclated Gas 15 not
utthized, EGAS and CONTRACTOR shall negotiate 1 good taith
on the best wav to avord mmpairing the production in the interests ot
the paties.
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In the event no Commercial Production of Onl 1n regular shipments
15 established from any Development Block m any Development
Lease at the end of ftour (4) Years trom the date of the Commercial
(nl Dnscovery. the CONTRACTOR shall immediately relinquush
such Development Block, unless 1t 1s sharnng i production with
another Commercial O1l or Gas Discovery 1 the same
Development Lease, a pertodical revision shall take place every
three (3) vears curing the same development lease penod, m order
to relinqush any development block not producing or not
contributing to production m the same development lease.

Upon the 1ssuance of a Development Lease granted following a
Commmerctal Gas Discovery, Development operations in respect of
Gas and Ciude Ol i 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 conmmencement of a scheme to
dispose of the Gas, whether tor export as reterred to 1 Article VII
or otherwise, be started promptly by the Joimt Ventwe Company
and be conducted in accordance with good gas tield practices and
accepted Petroleum engineerning principles and the provisions of
such agreement or scheme.

In the event no Commercial Procuction of Gas 1s established 1n
accordance to the gas delivery date as agreed upon i the Gas Sales
Agresment, the Development Lease relating to such Gas shall be
relinquushed totally within six {(6) months fiom the agreed gas
delivery date.

[n the event no Commercial Production of Gas i regular deliveries
15 established trom any Development Block m any Development
Lease at the end of tow (4) Years from the date of the tust Gas
deliveries either locally or tor export, the CONTRACTOR shall
immediately relinquish such Development Block, unless 1t 1s
sharmg 1n production with another Conmmercial Ol or Gas
Discovery 1 the same Development Lease, a pertodical revision
shall take place every tlhiee (3) vears chuing the same development
lease pentod, 1 order to relinquush any development block not
producing or not contributing to  production in the same
development lease,
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Each Development Block 1 a Development Lease being partly
within the radius of dramage of any producing well 1n such
Development Lease shall be considered as participating in the
Commercial Production retenred to above,

It. upon application by CONTRACTOR. 1t 13 recognized by EGAS
that Crude O1l or Gas 1s being dramed fram an Exploration Block
under this Agreement mto a Development Block on an adjoinmg
concession area held by the same CONTRACTOR or another
contractor, such Exploration Block Dbeimng  dramed shall  be
constdered as participating 1 the Commercial Production of the
Development BPlock m question and the Exploration Block bewng
drained shall be converted mto a Development Lease with the
ensutng allocation of costs and production (calculated from the
Etfective Date onr the date such diainage occwms, whichever 13 later)
between the two concession areas. The allocation of such costs and
procduction under each concession agresment shall be 1n the same
portion that the recoverable reserves 1 the diramed geological
stiucture underlving each concession area bears to the total
recoverable resarves of such stiucture underlying both concession
areas. The production allocated to a concession area shall be priced
according to the concession agreement covertng that concession area.

In case of tadure by the CONTRACTOR o the contractor(s) m
cach concession area to agree on the allocation of costs and/or
production for such separate Development Leases under each
concession area, such disagreement shall be resolved by expernt
determination, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the ught to
intertere and mdoce the CONTRACTOR and contractor(s) m each
concession area to tully cooperate and resolve the drainage matter
1 expedient manner as per the expert decision. such that neither
contractor shall be wnjustitiably enriched. In such case of tailure the
cost of the expert shall not be recovered 1n both concessions.
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(1)

(2)

CONTRACTOR shall bear and pav all the costs and expenses
requited in carrving out all the operations under this Agreement. but
such costs and expenses shall not include any nterest on
investment. CONTRACTOR shall look only to the Petroleum to
wlich 1t 1s enfitled under thus Agreement to recover such costs and
axpenses. Such costs and expenses shall be recoverable as provided
i Article VIIL Dunmng the term of tlhus Agreement, the total
production achieved 1 the conduct of such operations shall be
divided between EGAS and CONTRACTOR 1n accordance with

the provisions of Article VII

(1) Unless otherwise provided, CONTRACTOR shall be subject to
Egvptian mcome tax laws m A R.E. and shall comply with the
requirements of such laws with respect to the filing of retuins,
the assessment of tax, and keeping and showing of books and
records.

(2) CONTRACTOR shall be hable to prepare the income tax returm
statement.  CONTRACTOR  shall submiut the tax retun
statement to EGAS at least twenty five (25) davs prior to the
due date of submitting thereot to the tax anthoty. EGAS shall
have the night to 1eview the tax retiun statement 1 order to
approve the tax calculation theremn EGAS shall provide
comments on such tax return statement witlhun fitteen (15) davs
of the date of recaiving the tax retmn statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for subnmutting the tax retwn statement to the tax
authonity witlun the legal due date.

(3) CONTRACTOR s annual income tor Egyvptian mceome tax in
A RE. puposes under tlus Agreement shall be an amount
calculated as tollows:

The total of the sums recerved by CONTRACTOR from the
sale or other disposition of all Petroleum acquired by
CONTRACTOR pursuant to Article VIIGa) and (b).



¥ A B s YA 3 () 0% i) = o 5y 4

£

: Wi Loguaing

5 Dyl a3 el mally i IS (Y

G363 Taludl 5all] o () 3,80 sy s LS o pulons) das dad (¥
Wi olanY Lgads caldly ISl sl 2uy jawidl dy 21
cdorg o) o lige .’i

o 1§
R P PPV {ORRFDE 5 SN S/ PO R U BV Y
NEFSIR7S [{O WIN VWA TS 1D B SOR v A0 5 [P WP AT {
POV 2 SO RS TOD W B B 41 31 W SOUROR | OO P 3-205] BRSSP
by ey K o) Ty aglud! 35U e (1) 5,01
971} B R IREA{ P AR S0 (IITETS | YRRt J0) P | JL7p SPOP
gty A5 pormars (1) (1) iy Tmgleadl 55U o Y
Koy ¥ Iy as s adp pmils o lbaad) 5,80 Ailaed! J Ll
LG 5550 adlay rein gl ol e aladt 5ol e (1) 5,500 o
iy paall S5l iy 12 50 5SS Y Ll quainl

ol iy o et Byly JoL) ot Moy 2303y elons] Jainsr (€)

oo rbon] Teas oo iy Syl Lo Tl g on.p (S T mall
Bl pianis collaal] 3 Joncud) ks ay Tabzody gt
s dyls Jslall ey wlon] L (o Sl il pars dnld
gl Il Yoy jutas



EY Y8 D pess ¥V 5 () 0% suadl = e 54

Reduced by:
(1) The costs and expenses of CONTRACTOR; and
(11) The wvalue as determined according to Article VII(c), of
EGAS’ share of the Excess Cost Recovery Petroleum to be
paid to EGAS m cash or in kand, 1f any,
plus:
An amount equal to CONTRACTOR™s Egyptian income
taxes 1n A R.E. grossed-up 1n the manner shown in Article
VI of Annex "E".
For purposes of abovementioned tax deductions in any Tax
Year, Article VII(a) shall apply only m respect of classification
of costs and expenses and rates of amortization, without regard
to the percentage limitation referred to in the first paragraph of
Article VII(a)(1). All costs and expenses of CONTRACTOR
in conducting the operations under this Agreement which are
not controlled by Article VII(a) as above qualified shall be
deductible 1 accordance with the provisions of the Egyvptian

Income Tax Law.

(4) EGAS shall assume, pay and discharge, i the name and on
behalf of CONTRACTOR, CONTRACTOR’s Egyptian
imcome tax i A RE. out of EGAS’ share of the Petroleum
produced and saved and not used m operations under Article
VII. All taxes paitd by EGAS m the name and on behalf of
CONTRACTOR  shall be considered as income to

CONTRACTOR.
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(3)  EGAS shall turnish to CONTRACTOR the proper official
recelpts evidencing the pavment of CONTRACTOR s Egyptian
income tax i A R .E. for each Tax Year within ninety (90) davs
tollowing the receipt by EGAS of CONTRACTOR s 1ncome
tax return statement for the preceding Tax Year. Such receipts
shall be 1ssued by the proper tax authorities and shall state the
amount and other particulars that are customary for such
recelpts.

(6) As used heremn, Egyvptian Income Tax i AR.E. shall be
inclusive of all income taxes pavable i the A RE. (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 imcome or profits, including all dividends,
withholding with respect to shareholders and other taxes
mmposed by the GOVERNMENT of AR .E. on the distribution
of income or profits by CONTRACTOR.

(7)  In calculating its income taxes m A R E., EGAS shall be enfitled
to deduct all rovalties paid by EGAS to the GOVERNMENT
and CONTRACTOR s Egyptian mcome taxes paid by EGAS
on CONTRACTOR s behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD
(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six (6) months from the Effective Date. EGAS shall
make avatlable tor CONTRACTOR s use all setsnuc, wells and other

Exploration data with respect to the Area as EGAS 15 enfitled to do so.
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(b) The first Exploration period shall be of four (4) Years.

CONTRACTOR may extend tlus Exploration period for one (1)
successive extension which 1s the second Exploration period of two
(2) Years, 1 accordance with Article IIT (b), which upon a written
notice to be sent to EGAS at least thirty (30) days before the end of
the first Exploration period, subject to CONTRACTOR’s
fulfillment of 1ts numnnm Exploration obligations hereunder tor

the first Exploration period.

CONTRACTOR shall spend a nummnum of two hundred and fitty
three nullion U.S. Dollars ($ 253 004 000) on Exploration
operations and activities related thereto, during the first Exploration
period of four (4) Years, provided that CONTRACTOR shall
acquire one thousand and one hundred square kilometers (1100 km?)
of 3D setsmic program and duill three (3) exploratory wells. For the
second Exploration period of two (2) Years that CONTRACTOR
elects to extend bevond the first Exploration period, CONTRACTOR
shall also spend a minumum of one hundred mullion U.S. Dollars
(§ 100 000 000), provided that CONTRACTOR duill one (1)

exploratory wells.

Should CONTRACTOR spend more than the minmmum amount
requited to be expended or doll more wells than the mininnum
required to be dulled during the first Exploration period of four (4)
Years, the excess may be subtracted from the minimum amount of
money required to be expended by CONTRACTOR or minimnumn
munber of wells requuired to be drilled by CONTRACTOR dwing

the succeeding Exploration pertod.
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In case CONTRACTOR swrenders its Exploration nghts under thas
Agreement as set forth above before or at the end of the fomth (4™
Year of the tust Exploration penod. having expended less than the
total sum of two hundeed and fufty theee nullion U.S. Dollars ($ 253
000 0000 on Exploration operations, or 1n the event that at the end
of the fowrth (4 Year of the fiust Exploration period.
CONTRACTOR has expended less than said sum in the Area. an
amount equal to the difference between the saird two hnnched and
fitty tlhoee nullion U.S. Dollars (§ 253 0040 K} and the amount
actually spent on Exploration and approved by EGAS shall be paid
by CONTRACTOR to EGAS at the time of sunrendernmg or within
six (6) months from the end of the fourth (4%) Year of the first
Exploration period, as the case may be. Any expenditure deficiency
by CONTRACTOR at the end of any additional Exploration period
tor the reasons stated above shall similaily result 1 a paviment by
CONTRACTOR to EGAS of such deficiency. Provided that thus
Agreement 13 still m farce as to CONTRACTOR, CONTRACTOR
shall be enfitled to recover any such paviments as Exploration
expenchtme 1 the manner provided tor under Aiticle VII in the
event of Commercial Production

Without prejudice to Article IIIDL), m case no Commercial Oil
Discovery 1s established or no notice of Commercial Gas Discovery
i3 given by the end of the sixth (6™ Year. as may be extended
pusuant to Article V. or 1 case CONTRACTOR surrenders the
Area under this Agreement prior to such tume, EGAS shall not bear

any of the atoresald expenses spent by CONTRACTOR.
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(¢) At least four (4) months prior to the beguming of each Financial Year

or at such other times as mav mutually be agreed to by EGAS and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and budget tor the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out dining the
ensuing Year,

The Exploration Work Program and budget shall be reviewed by a

jomt coammifttee to be established by EGAS and CONTRACTOR

atter the Eftective Date of tlus Agreement. This commnmttee,
heremnatter reterred to as the "Exploration Advisory Comnuttee”,
shall consist of six (6) members. thiee (3) of whom shall be
appointed by EGAS and thuee (3) by CONTRACTOR. The
Chanman  of the Exploration Advisary  Commnuttee  shall  be
designated by EGAS among the members appomted by it. The
Exploration Advisory Commuttee shall review and give such advice
as 1t deems appropriate with respect to the proposed Exploration
Wark Program and budget. Following review by the Exploration
Advisary Commutiee, CONTRACTOR shall male such revisions
and submit the Exploration Work Program and budget to EGAS for
its approval

Following such approval, it is further agreed that:

(1) CONTRACTOR shall neither substantially revise or modify sand
Exploration Work Program and budget nor reduce the approved
budgeted expenditime without the approval of EGAS:

(1) In the event of emergencies mvolving danger of loss of lives or
prope1ty or damage to the environment, CONTRACTOR may
expend such additional inbudgeted amonnts as mayv be requured
to alleviate such danger or damage. Such expenditine shall be
constdered 1 all aspects as  Exploration expenditwe and
recovered pursuant to the provisions of Article VII hereof
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(d)y CONTRACTOR shall advance all necessary funds for all materials,

equipment, supplies. personnegl  administration  and  operations
pursuant to the Exploration Worlk Program and budget, and EGAS
shall not be responsible to bear or repay any of the atoresaid costs.

(2) CONTRACTOR shall be responsible for the preparation and

(1)

pertormance of the Exploration Work Program and budget wluch
shall be mmplemented m a workmanlike manner and consistent with
good petrolerm mdustiy practices.

All geological and geophysical studies as well as any other studies
1elated to the partormance of this Agreement shall be made m the
ARE. except as 15 appropriate tor the specialized geophysical,
geological, engineernng and development studies thereon. that may
be made 1n specialized centers outside the A R E .. subject to EGAS
approval.

CONTRACTOR shall entiust the management of Exploration
operations 1 the AR E. to its techically competent General
Manager and Deputy General Manager. The names of such General
Manager and Deputy General Manager shall, wpon appointiment, be
torthwith notitied to the GOVERNMENT and to EGAS The
General Manager and, 1 lus absence. the Deputy General Manager
shall be entiusted by CONTRACTOR with sutficient powers to
carry out mmediately all lawiul written directions given to them by
the GOVERNMENT o 1ts representative under the terms of this
Agreement. All lawiul regulations 1ssued or hereafter to be 1s3ued
wlhich are applicable hereunder and not 1 conthict with tlus
Agreement shall apply to CONTRACTOR.

CONTRACTOR shall supply EGAS, within thuty (34) days from
the end of each calendar quarter, with a Statement of Exploration
Activity relating to Exploration operations wlhich has  been
conducted 1n any portion of the Area not converted into a
Development Lease, showing costs mcurred by CONTRACTOR
durng such quarter. CONTRACTOR's records and necessary
supporting documents shall be available for inspection by EGAS at
any time dwing regular wortking homs for thiee (3) months from
the date of receiving each Statement of Exploration Activity,
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Witlun the tluee (3) months from the date of recerving each

Statement  of  Exploration  Activity, EGAS  shall  advise

CONTRACTOR 1n writing if it considers:

(1) that the record of costs 15 not correct; or

(2) that the costs of goods or services supplied are not in line with
the intemational marlet prices far goods or services of sumilar
quality supphied on smutlar terms prevaiing at the time such
goods or services were supplied. provided however, that
purchases made and services pertormed witlun the A R E. shall
be subyect to Article XXVI, au

(3} that the condition of the materials turnished by CONTRACTOR
does not tally with then prices, or

(4} that the costs mcwred are not reasonably requued for operations.

CONTRACTOR shall conter with EGAS 1 connection with the
problem thus presented, and the parties shall attempt to reach a
muftually satistactory settlement.

Any remmbwsement due to EGAS out of the Cost Recovery
Petioleum as a result of reaclung agreement or as a result of an
arbitral award, shall be promptly made 1 cash to EGAS, plus
simple mterest at LIBOR plus two and halt percent (2.5%) per
annum from the date on which the disputed amount(s) would have
been pard to EGAS according to Article VII(a) 2) and Annex "E" ot
this Agreement (1e. the date of rendition of the relevant Cost
Recovery Statement) to the date of pavment. The LIBOR rate
apphicable shall be the average of the tigure(s) published by The
Financial Times of London representing the nud-pomt of the rates
(b1 and ask) applicable to one (1) month U.S. Dollars deposits i
the London Inter bank Eurocwrency Martket on each fifteenth (131)
dayv of each month occurring between the date on wlich the
cisputed amount(s) would have been paid to EGAS and the date on
which 1t 15 settled.
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If the LIBOR rate 1s available on any fifteanth (15%) day but 15 not
published 1 The Financial Times in respect of such day for any
reason, the LIBOR rate chosen shall be that otfered by Citibanls
N.A ' to other leading banks in the London Inter banlk Evrocunrency
Market tor one (1) month U.S. Dollar deposits.

If such fifteenth (13" dayv 1s not a dav on which LIBOR rates are
quoted 1n the London Interbank Ewocwrency Maiket. the LIBOR
rate to be used shall be that quoted on the next following dayv on
which such rates are quoted.

I within the tume linut of the three (3) month penod provided for m
this paragraph, EGAS has not advised CONTRACTOR ot 1ts objection
to any Statement. such Statement shall be considerad as  approved.
CONTRACTOR shall supply all funds necessary for its operations
m the ARE under this Agreement in freely convertible currency
from abroad CONTRACTOR shall have the nght to freely
purchase Egyptian culrtency 1 the amount necessary for its
operations 1 the A RE. from EGAS or EGPC or from any bank
authonized by the GOVERNMENT to conduct foreign currency
exchange. Prionity shall be given by CONTRACTOR to purchase
the Egvptian cunrency triom EGAS o EGPC, at the discretion of
EGAS at the same applicable rate and date as such currency may be
purchased trom the National Bank of Egypt

EGAS and EGPC are authonzed to advance to CONTRACTOR the
Egyptian cutrency required for the operations under thus Agreement
agamst receiving from CONTRACTOR an equvalent amount of
U.S. Dollars at the otficial rate of exchange in A R E. as specifiad
by the Central Bank ot Egvpt on the date of exchange. such amount
i U.S. Dollars shall be deposited mm an EGAS or EGPC account
abroad (as the case mayv be) with a comrespondent bank ot the
National Bank of Egvpt. Cawo, A RE Withdrawals from said
account shall be used to finance EGAS™ or EGPC's (as the case may
be) and thewr Atfiliated Companies™ foreign cwnrency requirements.
subject to the approval of the Mnuster ot Petroleum.
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ARTICLE ¥

RELINQUISHMENTS
At the end of the fourth (4™ Year after the Effective Date hereof,
CONTRACTOR shall relinqush to the GOVERNMENT a total of
fourty percent (40%s) of the onginal Area on the Ettective Date not
then converted into a Development Lease(s). Such relingquishment
shall be in a single wmut (unless otherwise agreed by EGAS) of
whole Exploration Blocks ar ongimally existing parts of Exploration
Blocks not converted into Development Lease(s) so as to enable the
relmquishment requirements to be precisely tulfilled.
Without premdice to Articles III and XXIII and the last tluee
patagraphs of this Article V, at the end of the sixth (6™ Year of the
Exploration pertod, CONTRACTOR shall relincuush the remainder
of the Area not then converted mto Development Leasa(s).
[t 15 understood that at the tune of any relinqushiment the areas to
be converted ito Development Lease(s) and which are subnutted to
the Minuster of Petrolenmn tor lus approval according to Article 111
(d) shall, subject to such approval. be deemed converted into
Development Lease(s).
CONTRACTOR shall not be requured to relinquish any Exploration
Block(s) m respect of which a Commercial Oill ar Gas Well 13
discovered betore the pertod of tume reterred to m Article III{c)
given to CONTRACTOR to deternune whether such well 15 a
Commercial Discovery waorthy of Development or to relinqush an
Exploration Block 1in respect of which a notice of Commercial Gas
Discovery has been given to EGAS, subject to EGAS™ nght to agree
on the existence of a Conunercial Discovery parsuant to Article II1

(¢), and without prejudice to the requirements ot Article Ill{e).
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In the event that at the end of the tust Exploration pertod or at the
end of the second Exploration pertod, a well 15 actually dulling o
testing, CONTRACTOR shall be allowed up to six (6) months to
enable 1t to discover a Commercial O1l or Gas Well or to establish a
Commercial Discovery, as the case may be However, any such
extension of up to six (6) months shall reduce the dwation of the
next succeeding Exploration pernod, 1if any, as applicable, by that

Aot
ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGAS and CONTRACTOR may form
i the A RE. a company to cany out operations pursuant to this
Article VI and Annex "D" (herematter referred to as the "Jownt
Ventwe Company™). wlich company shall be named by mutual
agreement between EGAS and CONTRACTOR provided that such
name shall be subject to the approval ot the Muuster of Petroleum.
Sard company shall be a private sector company, subject to the laws
and regulations i torce 1 the A RE. to the extent that such laws
and regulations are not mconsistent with the provisions of tlus
Agreement or the Charter of the Joimnt Ventwme Company (the
"Charter™),

However, the Jomt Venture Company and CONTRACTOR shall,
tor the purpose of this Agreement, be exempted trom the following

laws and regulations as now or hereatter amended or substituted:
Law No. 48 of 1978, promulgating the law on the employee
regulations of public sector companies,

Law No. 159 of 1981, prommlgating the law on jomnt stock
compantes, partnership himited by shares and lImuted hability

compalies,
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- Law No. 97 of 1983 promulgating the law concerning public sectar

organizations and companies;

- Law No. 203 of 1991 promulgating the law on public busmess

sector companies.

- Law No. 95 of 1992 promulgating a capital markets law, and
- Provisions of part 2 of chapter 6 of Law No. 88 of 2003, orgamzing

dealings 1n toreign curtencies n accordance with Central Bank of
Egypt and the A R E. banking svstem law.

(b) The Charter of JToint Ventwre Company 1s hereto attached as Annex

(

)

"D Within thuty (30 davs after the date of Comuercial Onl
Dnscovery or within thuty (30) davs after the signature of a Gas
Sales Agreement or the commencement ot a scheme to dispose of
Gas  (unless  otherwise  agreead  upon by EGAS  and
CONTRACTOR), the Charter shall take etfect and the Jowmnt
Venture Company shall automatically come into existence without
any turther procechires. The Exploration Advisory Commnuttee shall
be dissolved upon the final relmquishment ot all portions ot the
Area not converted into Development Lease(s).

Ninety (90 davs atter the date the Joint Venture Company comes
mto exustence 1 accordance with paragraph (b) above. 1t shall
prepare a Wak Program and budget tfor further Exploration and
Development in any pation of the Area converted into a
Development Lease tfar the remamnder of the Financial Year in
wlhich the Commercial Discovery has been made. And not later
than four (4) months betore the end of the current Financial Year
(or such other date as mav be agreed upon by EGAS and
CONTRACTOR) and fow (4) months preceding the
commencement ot each succeeding Financial Year thereatter (or
such other date as mavy be agieed upon by EGAS and
CONTRACTOR), the Jomt Ventwe Company shall prepare an
annual production schedule and Workk Program and budget tor
turther Exploration and Development in any portion of the Area
converted mto a Development Lease for the succeeding Financial
Year. The production schedule, Work Program and budget shall be
submutted to the Jomnt Ventwe Company’s Board of Duectors tor
approval. The Exploratton Warkk Program and budget for further
Exploration m any potion of the Area not converted mto a
Development Lease shall be reviewed, approved and unplemented
11 accordance with Article IV,
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(d) Not later than the twentieth (201 dav of each month. the Joint

(2)

(1)

Ventiwe Company shall turmsh to CONTRACTOR a wiitten
estumate of ity total cash requurements for expenditme for the first
halt and the second halt of the succeeding month expressed i US.
Dollars consistent with the approved Work Program and budget
such estunate shall take into consideration any ¢ash expected to be
1 hand at month end

Paviment for the appropriate peniod of such month shall be made to
the comrespondent bank designated m paragraph (e) below on the
first (1) day and fitteenth (151 dav 1espectively. or the next
following business day, 1t such day 15 not a business day.

The Joint Ventire Company 15 authotized to keep at its own disposal
abroad m an account opened with a conespondent bank of the
National Bank of Egypt, Camro, AR E ., the foraign funds advanced
by CONTRACTOR. Withdrawals trom sawd account shall be used
for the pavment tor goods and services acquured abroad and for
transternng to a local banl 1 the A R E. of the required amount to
meet the expenditiues mm Egyptian Pounds for Joint Ventne
Company 1n comnection with 1ts activities under thus Agreement.

Within sixty (60) davs atter the end of each Fiancial Year, the
Jomt Venture Company shall subnut to the approprate exchange
control authonties 1n the A R E. a statement, duly certihed by a
recognized firm of auditors, showing the tunds credited to that
account, the disbursements made out of that account and the
outstancing balance at the end of the Financial Year.

It and for as long during the penod of production operations there
exists an excess capacity 1n faciities which can not dwing the
pertod of such excess be used by the Jomnt Venture Company.
EGAS shall have the 11ght to use the excess capacity 1t 1t s0 desires
without any fiancial or operational disadvantage to  the
CONTRACTOR or the Toint Venture Company.
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ARTICLE YII
RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION SHARING

(2) COST RECOVERY:
(1) Cost Recovery Petroleum:

Subject to the auditing provisions under tlus Agreement,

CONTRACTOR shall recover quartarly all costs, expenses and

expenditures m respect ot all the Exploration, Development and

related operations under tlus Agreement to the extent and out of

thurty five percent (35%) of all Petroleum produced and saved

trom all Development Leases within the Area hereunder and not

used 1n Petroleum operations. Such Petroleum 15 heremafter

referred to as "Cost Recovery Petroleum”.

For the pmpose of determuung the classification of all costs,

expenses and expenditures for thewr recovery. the following

terms shall apply:

1. "Exploration Expenditimes” means all costs and expenses tor
Exploration and the related portion of mdirect expenses and
overheads.

1

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

‘2

"Operating Expenses” means all costs, expenses and
expenditures  made after the Conunercial  Production
Commencement, which costs. expenses and expendifures are
not normally depreciable.

However, Operating Expenses shall include work over, repan
and mamtenance of assets, but shall not include any of the
following: sidetracking. re-dnlling and change of a well status,
replacement of assets or a part of an asset. additions,
improvements, renewals or major overhauling that extend the
lite of the asset.
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Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery

Petroleum 1n the tollowing manner:-

(1) "Exploration Expenditiwes”. including those accumulated

(11)

prior to the Commercial Production Commencement, shall
be recoverable at the rate of twenty percent (20%) per
annum  starting either 1 the Tax Year i which such
expenditures are mcwred and paid or the Tax Year in which
the Commercial Production Commencement occurs.
whichever 1s the later date.

"Development Expenditures”, including those accumulated
prior to the Commercial Production Commencement, shall
be recoverable at the rate of twenty percent (20%) per
annum  starting either 1 the Tax Year i which such
expenditures are mcwred and paid or the Tax Year in which
the Commercial Production Commencement occurs.
whichever 1s the later date.

(11) "Operating Expenses”, mcurred and paid after the

Commercial  Production  Commencement, shall  be
recoverable etther in the Tax Year in which such costs and
expenses are mecurred and paid or the Tax Year in which the
Commercial Production Commencement occurs, whichever
15 the later date.

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

expenditures recoverable per preceding paragraphs (1), (11)
and (111), exceed the value of all Cost Recovery Petroleum
tor such Tax Year, the excess shall be cared forward tor
recovery 1n the next succeeding Tax Year(s) until fully
recovered, but 1 no case after the termunation of this
Agreement, as to CONTRACTOR.
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(2)

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

Except as provided m Article VII(a)(3) and Aaticle VII2)(1),
CONTRACTOR shall each ¢quarter be entitled to talke and own
all Cost Recovery Petroleum, wlich shall be taken and disposead
of 1 the mamner determined pwsuant to Article VII(e). To the
extent that the wvalue of all Cost Recovery Petrolenm [as
deternuned 1 Article VII(¢)] exceeds the actual recoverable
costs and expenditimes, mcluding any cany forward under
Article VIIGa)(1)(av)., to be recoverad in that quaiter, then the
total value of such Excess Cost Recovery Petrolewm shall be
pard by CONTRACTOR to EGAS either (1) 1 cash i the
manner set forth m Article IV of the Accounting Procedwe
contamead 1n Annex "E". or (1) m kind m accordance with
Article VII(a)(3).

Ninety (90) davs pror to the commencement of each Calendar
Year EGAS shall be entitled to elect by notice m wniting to
CONTRACTOR to requure paviment of up to one Inndred
percent (100%) of EGAS™ Excess Cost Recovery Petroleum 1n
kand. Such paviment shall be i Crade O1l from the Area F.O.B,
export terminal o1 other agreed delivery point. provided that the
amount of Crude Onl taken by EGAS 1 kind 1 a quarter shall
not exceed the value of Cost Recovery Crude Ol actually talien
and separately disposed of by CONTRACTOR from the Area
curing the previous quarter. If EGAS™ enfitlement to receive
pavinent of its Excess Cost Recovery Petrolenm mn kind 1s
Ihimuted by the foregoing provision. the balance of such
entitlement shall be paid 1n cash
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() PRODUCTION SHARING
(1) The remaing sixty five percent (65%) of the Petroleum shall be
divided quarterly between EGAS and the CONTRACTOR

based on Brent value and according to the following shares.

(i) Crude Oil and Condensate:

Crude Oil produced and saved

more than 20 000 BOPD

(69)

under this Agreement and not| pFEas? CONTRA-
BRENT PRICE |used in Petroleum operations. | CTOR'S
Barrel of Oil Per Day (BOPD)| SHARE®e | ¢pARF ¢,
(quarterly average)
That portion or increment less than sixty five thirty five
5 000 BOPD (65) (35)
That portion or increment from sty S1x thirty four
5 000 BOPD and less than (66) (34)
Less than or Ecual to 40 | 10 000 BOPD
uss
That portion or increment from sixty seven | thirty three
10 000 BOPD and less than (67) (33)
20 000 BOPD
That portion or increment ecual to or | sixty eight thirty two
more than 20 000 BOPD (68) (32)
That portion or increment less than sty S1x thirty four
5 000 BOPD (66) (34)
That portion or increment from sixty seven | thirty three
More than 40 US$ and | 5 000BOPD andless: than 10 000 BOPD (67) (33)
less than or ecual to 60
Us$ That portion or increment from sixty eight thirty two
10 000 BOPD andless: than 20 000 BOPD (68) (32)
That portion or increment equal to or | sixty nine thirty one

(31)
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More than 60 US$ and

less than or ecual to 80

Vool L oy ¥V (3 (20) OF suadl = G J 30y A

That portion or increment less than sixty seven | thirty three
S000BOPD (67) (33)
That portion or increment from sixty eight thirty two
5 000BOPD andless than 10 000 BOPD (68) (32)

That portion or increment from

sixty nine

thirty one

More than 80 USS$ and
less: than or equal to 100

Uss

Uss 10 000 BOPD and less than 20 000 (69) (31)
BOPD
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD (70) (30)
That portion or increment less than sixty eight thirty two
5000 BOPD (68) (32)

That portion or increment from

sixty nine

thirty one

5 000 BOPD and less than (69) (31)
10 000 BOPD

That portion or increment from seventy thirty
10 000B OPD andless than 20 000 BOPD (70) (30)

That portion or increment ecual to or

more than 20 000 BOPD

seventy one

(1)

twenty nine

(29)
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More than 100 US$ and
less than or equal to 120

Us$

That portion or increment less than

sixty nine

Y. .QLQM)V\ U.é (cal}') oY a.udl—i‘.,w,ll‘é.x.ul-l

thirty one

5000 BOPD (69) (31)
That portion or increment from seventy thirty
5 000 BOPD adless than 10 000 BOPD (70) (30)

That portion or increment from

10 000 BOPD andless than 20 000 BOPD

seventy one

(71)

twenty nine

(29)

That portion or increment ecual to or

seventy two

twenty eight

More than 120 US$ and
less than or equal to 140

Uss$

more than 20 000 BOPD 72) (28)
That portion or increment less than seventy thirty
5000 BOPD (70} (30)

That portion or increment from

3 000BOPD andless than 10 000 BOPD

seventy one

(1)

twenty nine

(29)

That portion or increment from

10 000 BOPD and less than 20 000 BOPD

seventy two

(72)

twenty eight

(28)

That portion or increment ecual to or

more than 20 000 BOPD

seventy three

(?3)

twenty seven

(27)
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More than 140 US$ and
lesss than or equal to 160

Uss$

That portion or increment less than

seventy one

Y..ﬂlﬁuMb‘"\ U.s(eb') oY b-h.”—l,:-»)"ébﬁ,{-'

twenty nine

S000BOPD (71} (29)
That portion or increment from seventy two | twenty eight
5 000BOPD andless than 10 000 BOPD (72) (28)

That portion or increment from

10 000 BOPD mdless than 20 000 BOPD

seventy three

(73)

twenty seven

27)

That portion or increment ecual to or

seventy four

twenty six

More than 160 US$ and
less: than or equal to 180

Uss$

more than 20 000 BOPD 74) {26)
That portion or increment less than seventy two | twenty eight
S000BOPD (72) (28)

That portion or increment from

3 000 BOPD andless than 10 000 BOPD

seventy three

(73)

twenty seven

(27)

That portion or increment from

seventy four

twenty six

10 000 BOPD andless: than 20 000 BOPD (74) {26)
That portion or increment ecqual to or | seventy five | twenty five
muore than 20 000 BOPD (75) {25)
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More than 180 USS$ and
less than or equal to 200

Uss$

That portion or increment less than

5000BOPD

seventy three

(73)

Y. .QLQM)V\ U.é (cal}') oY a.udl—i‘.,w,ll‘é.x.ul-l

twenty seven

(27)

That portion or increment from

seventy four

twenty six

5 000BOPD andless than 10 000 BOPD G4) (26)
That portion or increment from seventy five | twenty five
10 000 BOPD andless than 20 000 BOPD 75) (25)

That portion or increment ecual to or

more than 20 000 BOPD

seventy six

(76)

twenty four

(24)

More than 200 USS

That portion or increment less than

seventy four

twenty six

5000 BOPD (74) (26)
That portion or increment from seventy five | twenty five
5 000BOPD andless than 10 000 BOPD (75) (25)

That portion or increment from

10 000 BOPD and less than 20 000 BOPD

seventy six

(76)

twenty four

(24)

That portion or increment ecual to or

more than 20 000 BOPD

s;eventy seven

(77)

twenty three

(23)
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(ii) Gas and LPG

Gas and LPG produced and

ERENT PRICE |0 "ot used in_Petrolewn| EGAS CONTRA.
operations. Standard Cubic SHARFE® =
Feet per Day (SCFPD) SHARE %o
(quarterly average).
That portion or increment less than | sixty five thirty five
100 Million SCFPD (65) (35)
That portion or increment from 100 sty s thirty four
Million SCFPD and less than 250 {(66) (34)
Million SCFPD
Less than or Equal to 40
Us$ That portion or increment from 250 | sixty seven thirty three
Million SCFPD  and less than 500 (67) (33)
Million SCFPD
That portion or increment ecual to or | sixty eight thirty two
maore than 500 Million SCFPD (68) (32)
That portion or mcrement less than sty X thirty four
100 Million SCFPD (00) (34)
That portion or increment from 100 | sixty seven thirty three
Million SCFPD  and less than 250 (67) (33)
More than 40 USS$ and less| Million SCFPD
than or ecual to 60 USE
That portion or increment from 250 | sixty eight thirty two
Million SCFPD  and less than 500 (68) (32)

Million SCFPD

That portion or increment ecual to or

more than 500 Million SCFPD

sixty nine

(69)

thirty one

(31)
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More than 60 USS and less

than or ecual to 80 USE
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That portion or increment less than | sixty seven | thirty three
100 Million SCFPD (67) (33)
That portion or increment from 100 | sixty eight thirty two
Million SCFPD and less than 250 (68) (32)

Million SCFPD

More than 80 US$ and less
than or equal to 100 TUSS

That portion or increment from 250 | sixty nine thirty one
Million SCFPD and less than 500 (69) (31)
Million SCFPD

That portion or increment equal to or seventy thirty
more than 500 Million SCFPD (70) (30)
That portion or increment less than | sixty eight thirty two
100 Million SCFPD (68) (32)

That portion or increment from 100

sixty nine

thirty one

Million SCFPD and less than 250 (69) (31)
Million SCFPD

That portion or increment from 250 seventy thirty
Million SCFPD  and less than 500 (70) (30)

Million SCFPD

That portion or increment ecual to or

more than 300 Million SCFPD

seventy one

(F1)

twenty nine

(29)
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That portion or mcrement less than

sty nine
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thirty one

More than 120 US$ and less:
than or equal to 140 TUSS

100 Million SCFPD (69) (31)
That portion or increment from 100 seventy thirty
Million SCFPD  and less than 250 (70) (30)

More than 100 US$ and less| Million SCFPD

than or ecuial to 120 TS

That portion or increment from 230 | seventy one | twenty nine
Million SCFPD  and less than 500 (71) (29)
Million SCFPD
That portion or increment ecual to or | seventy two | twenty eight
maore than 500 Million SCFPD (72) (28)
That portion or increment less than seventy thirty
100 Million SCFPD (70) (30)

That portion or increment from 100

seventy one

twenty nine

Million SCFPD  and less than 250 (71) (29)
Million SCFPD

That portion or increment from 230 | seventy two | twenty eight
Million SCFPD  and less than 500 (72) (28)

Million SCFPD

That portion or increment ecual to or

more than 500 Million SCFPD

seventy three

(73)

twenty seven
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More than 140 US$ and less
than or euial to 160 TS

That portion or increment less than

seventy one
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twenty nine

100 Million SCFPD (71} (29}
That portion or increment from 100 | seventy two | twenty eight
Million SCFPD and less than 250 (72) (28)

Million SCFPD

I~
fn
<o

That portion or increment from

r
<
<

Million SCFPD and less than 3

Million SCFPD

seventy three

(73)

twenty seven

(27)

That portion or increment ecual to or

seventy four

twenty six

More than 160 US$ and less
than or eual to 180 TS

more than 500 Million SCFPD G4) (26)
That portion or imncrement less than | seventy two | twenty eight
100 Million SCFPD (72) (28)

That portion or increment from 100
Million SCFPD and less than 250

Million SCFPD

seventy three

(73)

twenty seven

That portion or increment from 230 | seventy four | twenty six
Million SCFPD and less than 500 G4) (206)
Million SCFPD

That portion or increment ecqual to or | seventy five | twenty five
more than 500 Million SCFPD (75) (25)
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More than 180 US$ and less:
than or equal to 200 USS

That portion or increment less than

100 Million SCFPD

seventy three

(73)
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twenty seven

(27}

That portion or increment from 100

seventy four

twenty six

Million SCFPD  and less than 250 (74) (26)
Million SCFPD

That portion or increment from 230 | seventy five | twenty five
Million SCFPD and less than 500 (75) (25)

Million SCFPD

That portion or increment ecual to or

more than 500 Million SCFPD

seventy six

(76)

twenty four

(24)

More than 200 US$

That portion or increment less than

seventy four

twenty six

100 Million SCFPD (74) (26)
That portion or increment from 100 | seventy five | twenty five
Million SCFPD and less than 250 (75) (25)
Million SCFPD

That portion or increment from 230 | seventy six | twenty four
Million SCFPD and less than 500 (76) (24)

Million SCFPD

That portion or increment ecual to or

more than 500 Million SCFPD

seventy seven

(77)

twenty three

(23)
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(2)

where Brent value upon which shares are divided 15 the
quarterly average price expressed i U.S. Dollars per barrel for
Brent quoted in "Platts Crude O1l Market wire report”, in the
event that such average cannot be determined because "Platts Ciude
O1l Market wire report” 1s not published at all ching a month,
the Parties shall meet and agree the value of Brent by reference
to other published sowces. In the event that there are no such
published sources or it the value of Brent cannot be determined
pursuant to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree on a value of Brent.
Such Production Shares reterred to m Article VII (b) (1) (1) and (11)

above shall be taken and disposed of pursuant to Article VII{e).

After the end of each contractual Year dwing the term of any
Gas Sales Agreement entered into pursuant to Article VII(e),
EGAS and CONTRACTOR (as sellers) shall render to EGAS
(as buver) a statement for an amount of Gas, 1f any, equal to the
amount by which the quantity of Gas of which EGAS (as buver)
has taken delivery falls below seventy five percent (75%) of the
contract quantities of Gas as established by the applicable Gas
Sales Agreement (the "Shortfall"), provided that the Gas i1s
avallable. Witlun sixty (60) davs of receipt of such statement,
EGAS (as buver) shall pay EGAS and CONTRACTOR (as
sellers) for the amount of the Shortfall, 1f any. The Shortfall
shall be included in EGAS™ and CONTRACTOR s entitlement to
Gas pursuant to Article VII (a) and (b) in the fourth (4%) quarter

of such contractual Year.
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Quantities of Gas not taken but to be paid for shall be recorded
1n a separate "Take-or-Pay Account”. Quantities of Gas ("Malke
Up Gas") which are delivered in subsequent Years in excess of
seventy five percent (75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas i the "Take-or-Pay
Account” to the extent thereof and, to that extent, no pavment
shall be due 1 respect of such Gas. Such Make Up Gas shall not
be included in CONTRACTOR s enfitlement to Gas pursuant to
Article VII (a) and (b), CONTRACTOR shall have no nghts to

such "Make Up Gas".

At the end of any contractual Year, 1if EGAS and
CONTRACTOR (as sellers) tail to deliver seventy-five percent
(75%) of the annual contract quantity of Gas as defined 1n Gas
Sales Agreement with EGAS (as buver), provided that such
tallwe 15 caused by CONTRACTOR, the difference between
seventy five percent (75%) of the annual contract quantity of
Gas and the actual delivered Gas quantity shall be referred to as
the "Deliver-or-Pay Shoitfall Gas". EGAS (as buyver) 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 price as defined 1 the Gas Sales
Agreement.

The percentages set forth i Article VII (a) and (b) in respect of
LPG produced from a plant constiucted and operated by or on
behalt of EGAS and CONTRACTOR shall apply to all LPG

avallable tor delivery,
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(¢) VALUATION OF PETROLEUM:
(1) Crude Oil:

(1) The Cost Recovery Crude O1l to which CONTRACTOR 13
entitled hereunder shall be wvalued by EGAS and
CONTRACTOR at "Market Price" for each calendar
quarter.

(11) "Market Price” means the weighted average price realized
from sales by EGAS ar CONTRACTOR dwing the given
quarter, whichever 1s higher, provided that the sales to be
used 1n arnving at the weighted average(s) shall be arm’s
length sales of comparable quantities on comparable credit
terms 1n freely convertible currency from F.O.B. point of
export sales to non-Affiliated Companies under all Ciude
Onl sales contracts then m effect, but excluding Crude Oil
sales contracts ivolving barter, and
(1) Sales, whether direct or idirect, through brokers or

otherwise, of EGAS or CONTRACTOR to any
Affiliated Company.

(2) Sales imvolving a quid pro quo other than pavment in
a freely convertible currency or motivated i whole
or in part by considerations other than the usual
economic incentives for commercial arm’s length
crude o1l sales.

(111) Tt 15 understood that m the case of "C.LF." sales, appropriate
deductions shall be made for transport and inswrance
charges to calculate the F.O.B. point of export price; and
always taking into account the appropiiate adjustment for
quality of Crude Oil, freight advantage or disadvantage of
port of loading and other appropiiate adjustments. Market
Price shall be deternuned separately tor each Crude Oil or
Crude Onl mix, and tor each port of loading.
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(1v) If duning any calendar quarter, there are no such sales by

EGAS andior CONTRACTOR under the Crude O1l sales
contracts 1 effect, EGAS and CONTRACTOR shall
mutually agree upon the Market Price of the Barrel of
Crude O1l to be used for such quarter, and shall be guided
by all relevant and available evidence including cwrent
prices 1n freely convertible currency of leading crude oils
produced by major ail producing countries (1n the Arabian
Gult or the Mediterranean area), which are regulaily sold
in the open market according to actual sales contracts
terms but excluding paper sales and sales pronuses where
no crude o1l 15 delivered, to the extent that such sales are
effected under such terms and conditions (excluding the
price) not sigmficantly different from those under wlich
the Crude Ol to be valued, was sold, and always taking
mto consideration appropriate adpustments for Ciude Oil
quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may
be, for differences in gravity, sulphw, and other factors
generally recognized Dby sellers and purchasers, as
reflected 1 crude o1l prices, transportation ninety (94)
davs msurance premiums, unusual fees borne by the seller,
and for credit terms 1n excess of sixty (60) davs, and the
cost of loans or guarantees granted for the benefit of the
sellers at prevailing interest rates.

It 15 the intent of the parties that the value of the Cost

Recovery Crude Oil shall reflect the prevailing market

price for such Crude Oil.
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(v) If either EGAS or CONTRACTOR considers that the

Maiket Price as deternuned under sub-paragraph (11)
above does not reflect the prevailing market price or in the
event EGAS and CONTRACTOR fail to agree on the
Martket Price for any Crude Oil produced under this
Agreement for any quarter witlhin fifteen (15) davs after
the end thereof, any party may elect at any tume thereafter
to subnmut to a single arbitrator the question, what single
prce per Barmel, 1 the arbitrator’s judgment, best
represents for the pertinent quarter the Maiket Price for
the Crude O1l 1 question. The arbitrator shall make his
determination as soon as possible tollowing the quarter mn
question. His deternunation shall be final and binding
upon all the parties. The arbitrator shall be selected in the

manner described below.

In the event EGAS and CONTRACTOR fail to agree on
the arbitrator within thirty (30) dayvs from the date any
party notities the other that it has decided to subnut the
deternunation of the Market Price to an arbitrator, such
artbitrator shall be chosen by the appointing authority
designated 1 accordance with Article XXIV(e), or such
other appointing authornity with access to such expertise as
may be agreed to between EGAS and CONTRACTOR,
with regard to the qualifications for arbitrators set forth
below, upon written application of one or both of EGAS
and CONTRACTOR. Copy of such application by one of

them shall be promptly sent to the other.
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The arbitrator shall be as nearly as possible a person with
an establhished reputation m the mternational petroleum
idustry as an expert 1 pricing and marketing crude oil
mternational conunerce. The arbitrator shall not be a
citizen of a country wlich does not have diplomatic
relations with the ARE and the countiv(ies) of
CONTRACTOR. He shall not be, at the tune of selection.
emploved by, or an arbifrator or consultant on a
continuing or frequent basis to. the Amernican Petroleum
Institute, the Orgamzation of the Petroleum Exporting
Countries  or  the Organization of  Arab  Petroleum
Exporting Countries, or a consultant on a contunung basis
to EGAS, CONTRACTOR o an Atfiliated Company of
either. but past occasional consultation with  such
compantes,  with  other  petroleum  compales,
governmental agencies or orgamzations shall not be 3
ground for disqualification. He shall not be, at any tune
curing the two (2) Years betore lus selection. an emplovee
of any petrolenm company or of any govermmental agency
or organization.

Should a selected person decline or be unable to serve as
atbitrator or should the position of arbitrator tall vacant
prior to the decision called for, another person shall be
chosen 1 the same manner provided for m tlus paragraph
EGAS and CONTRACTOR shall share equally the
expenses of the arbitrator.

The arbitrator shall make s deternunation in accordance
with the provisions of tlus paragraph, based on the best
evidence avatlable to lum. He shall review Crude Onl sales
contracts as well as other sales data and mtormation but
shall be free to evaluate the extent to which any contracts,
data  or formation 15 substantiated o1 pertinent.
Representatives of EGAS and CONTRACTOR shall have
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the night to consult with the arbitrator and furmsh lam
wittten matertals, provided that the arbitrator may 1mpose
reasonable  lImmitations on thus nght EGAS  and
CONTRACTOR, each shall cooperate with the arbitrator
to the fullest extent and each shall ensure such cooperation
of its trading compames. The arbitrator shall be provided
access to crude o1l sales contracts and related data and
mtormation which EGAS and CONTRACTOR or then
trading companies are able to make available and wluch in
the judgment ot the arbitrator mught aid the arbitrator in
making a valid deternunation

(v1) Pending Maiket Prce agresment by EGAS and CONTRACTOR

or deternunation by the arbitrator, as applicable, the
Matket Price agreed tor the quaiter preceding the quaiter
i question shall remain temporanly 1 effect. In the event
that etther EGAS or CONTRACTOR should mew a loss
by vitue of the temporary continuation of the Mailcet
Price of the previous quarter, 1t shall promptly be
retmbwrsed such loss by the other party plus sumple
mterest at the LIBOR plus two and one - halt percent
(2.5%) per annum rate provided tor i Article I'V (1) from
the date on wluch the disputed amount(s) should have
been paid to the date of pavment.

(2) Gasand LPG

The Cost Recovelry and Production Shares of Gas, which 13

disposed of tor local matket, according to a Gas Sales

Agreement between EGAS and CONTRACTOR (as sell
and EGAS (as buver) entered mto pursuant to Article V]

e1s)

I(e)

shall be valued, delivered to and pwchased at a price, w!

ch

should be agreed upon between EGAS and CONTRACTOR

betore the final signature of the related development lease.
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(1) The Cost Recovery and Production Shares of (LPG) produced

from a plant constiucted and operated by or on behalf of
EGAS and CONTRACTOR shall be separately valued for
Propane and Butane at the outlet of such LPG plant according
to the following formula (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 figures
representing the nud-point between the huigh and low
prices in U.S. Dollars per metie ton quoted in
"Platt’s LP Gaswne" dwring such month for Propane

and Butane F.O B, Ex-Ref/Stor, West Mediterrangan.

In the event that "Platt’s LP Gaswire" 15 1ssued on certain davs
during a month but not on others, the value of (PR) shall be
calculated using only those 1ssues which are published during
such month. In the event that the value of (PR) can not be
determined because "Platt’s LP Gaswire" 1s not published at all
curing 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

sowrces or 1f the value of (PR) can not be deternuned pursuant
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to the foregoing ftor any other reason, EGAS and
CONTRACTOR shall meet and agree the value of (PR) by
reference to the value of LPG (Propane and Butane) delivered

F.O.B. from the Mediterranean area.

Suchvaluation of LPG 15 based upon delivery at the delivery

point specified in Article VII (e)(2){(111).

(111) 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
CONTRACTOR to a thurd party, pursuant to Article VII (e),
then the Cost Recovery Gas and the Production Shares of such

Gas shall be valued according to the netback price.

(v) The Cost Recovery and Production Shares of LPG disposed of
for export by EGAS and CONTRACTOR pursuant to Article

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

The Jomnt Venture Company shall prepare (not less than ninety (90)
days prior to the beginning of each calendar semester (6 months)
following first regular production) and furmsh 1 writing to
CONTRACTOR and EGAS a forecast setting out a total quantity of
Petrolemm that the Jomnt Venture Company estimates can be
produced, saved and transported hereunder during such calendar
semester (6 months) 1n accordance with good petroleum industry

practices.
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The JTomnt Ventmwe Company shall endeavor to produce the forecast
quantity durmng each calendar semester (6 months), The Crude Onl
shall be transported to storage tanks or offshore loading facilities
constructed, maintamed and operated according to Government
Regulations, by the Jomt Ventwre Company, m which sard Ciude
O1l shall be metered or otherwise measured tor rovalty, and other
purposes tequired by this Agrezment. Gas shall be handled by the
Jomnt Venture Company 1 accordance with the provisions of
Article VII{e),
(e) DISPOSITION OF PETROLEUM:

(1) EGAS and CONTRACTOR shall have the nght and the

obligation to separatelv take and freely export or otherwise
dispose of, curently all of the Cide Oil to wluch each 1s
entitled under Article VII(a) and (b). Subject to paviment ot
s due to EGAS under Article VIIGaX2) and Arficle IX,
CONTRACTOR shall have the nght to renut and retamn abroad
all tunds acquurad by 1t including the proceeds trom the sale ot
1ts share of Petroleum.
Notwithstanding ansytlung to the contrary under thus Agreement,
prionty shall be given to meet the requurements ot the AR E.
market trom CONTRACTOR s share under Article VII {a) and
(b) of the Crude O1l produced from the Area and EGAS o
EGPC shall have the preferential night to purchase such Crude
1l at a price to be determined pursuant to Aaticle VII(e). The
amount of Crude O1l so pwrchased shall be a portion ot
CONTRACTOR s share under Article VII (a) and (b) Such
amonnt shall be proportional to CONTRACTOR s share of the
total production of ciude ol from the concession areas in the
AR E. that are also subject to EGASVEGPU s preterential
11ght to purchase. The pavment tor such purchased amount
shall be made by EGAS 1n U S. Dollars or 1n any other treely
convertible currency remittable by CONTRACTOR abroad.
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It 15 agreed upon that EGAS shall notity CONTRACTOR, at
least torty five (45) davs prior to the beging of the calendar
semester (6 months), of the amount to be puchased during
such semester (6 monthk) under thes Article VII(eXx 1),

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

(1)

(11)

Prionity shall be given to meet the requurements ot the
local market as detemmuned by EGAS. In case of
unavailability of local matket, EGAS and CONTRACTOR
shall have the right to dispose of the Gas i the tollowing
manner -

- In case CONTRACTOR elects to disposz 1ts production
shate of Gas or LPG by lumselt either tor the local
matlket or for Export. The CONTRACTOR should have
the A R.E. competent authorities™ approval.

- In case EGAS and CONTRACTOR agree on exporting
Gas or LPG together, they should have the ARE.
competent authorities™ approval on the exporting Gas
price and the Gas quantities allocated for expont.

In the event that EGAS 15 to be the buver of Gas, the
chsposition of Gas as 1ndicated above shall be made by
viitue of a long term Gas Sales Agreement(s) to be
entered 1mto between EGAS and CONTRACTOR (as
sellers) and EGAS (as buver).

EGAS and CONTRACTOR (as sellers) shall have the
obligation to dehiver the Gas at the delivery pomnt as
mchicated below, where such Gas shall be metered tor
sales, rovalty, and other pwposes requured by tlus
Agreement.

(a) In the event no LPG plant 135 constiucted to process
such Gas, the delivery point shall be at the flange
connecting the Development Lease pipeline to the
nearest pomt on the National Gas Pipeline Guid
System as depicted 1n Annex "F" hereto or as
otherwise agreed by EGAS and CONTRACTOR.
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(b) In the event an LPG plant 15 constructed to process
such Gas, such Gas shall, for the puposes 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 Joint Ventwe
Company buld a pipeline suitable for transport of the
processed Gas from the LPG Plant outlet to the
nearest point on the National Gas Pipeline Giid
System as depicted in 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 be financed and recoverad
by CONTRACTOR as Development Expenditiwes

pursuant to this Article VIL

(1) 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 in the vicity of the
pomt of delivery as determined 1n Article II and Article
VII(e)(2)(11). The delivery of LPG tor, 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 1n accordance with the provisions of this
Agreement, unless the Muiuster of Petroleum agrees to

accelerated recovery.
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(1v) EGAS (as buyer) shall have the nght to elect, by minety

(O  davs  prior  wutten notice to EGAS  and
CONTRACTOR (as sellers), whether paviment tor the
Gas wlich 1s subject to a Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS (as
buyer) and LPG produced trom a plant constructed and
operated by or on behalt of EGAS and CONTRACTOR.
as valued 1n accordance with Article VII(¢), and to which
CONTRACTOR 15 entitled under the Cost Recovery and
Production Sharng provisions of thus Article VII, shall be
made 1) 1 cash or 2) m land

Paviments 1 cash shall be made by EGAS (as buyer) at
mtervals provided tor m the relevant Gas Sales Agreement
11 U.S. Dollars, remittable by CONTRACTOR abroad.

Pavments 1 kind shall be calculated by converting the
value of Gas and LPG to wluch CONTRACTOR 1s
anfitled mto equvalent Bairels of Crude il to be taken
concirrently by CONTRACTOR from the Area, or to the
extent that such Crude Onl 13 msutficient, Ciude Ol from
CONTRACTOR s other concession areas or such other
areas as may be agreed. Such Crude Onl shall be added to
the Crude O1l that CONTRACTOR 15 otherwise entitled
to Lift under tlus Agreement. Such equvalent Bairels
shall Le calculated on the basis of the provisions of
Article VII(¢) relating to the valuation of Cost Recovery
Crude Onl,

Provided that:

(aa) Paviment of the value of Gas and LPG shall always
be made 1n cash mn US Dollars remittable by
CONTRACTOR abroad to the extent that there 1s
insutficient Crude O1l avallable for conversion as
provided tor above:

(bb) Paviment of the value of Gas and LPG shall always
be made 1n kind as provided tor above to the extent
that payments i cash are not made by EGAS,
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(V)

Pavments to CONTRACTOR (whether in cash or in
kind), when related to CONTRACTOR's Cost
Recovery  Petroleum, shall Dbe included 1n
CONTRACTOR s Statement of Recovery of Costs
and of Cost Recovery Petroleum referred to in
Article IV of Annex "E" of this Agreement.

In case a long term Gas Sales Agreement 15 not entered
between EGAS (as Dbuver) and EGAS and
CONTRACTOR (as sellers) within three (3) Years from
the date of the notice of Comumercial Gas Discovery
pursuant to Article III (¢) (unless shorter period 15 agreed
upon by EGAR), EGAS (as seller) oo EGAS and
CONTRACTOR (as sellers) shall have the night 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, provided that
the A R E. competent authorities’™ approval 1s granted.

(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,

(vit) In the event that EGAS and CONTRACTOR agree to

accept new Gas and LPG producers to join in an ongoing
export project, such producers shall have to contribute a
tair and equitable share of the mvestment made.

(viin) (aa) Upon the expiration of the three (3) Year period

referred to m Article VII(e)2)}v), CONTRACTOR
shall have the obligation to exert its reasonable
efforts to find an export maiket for the Gas
reserves, provided that the ARE. competent
authonities™ approval 13 granted.
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(bb) In the event that at the end ot the tluee (3) Year

pertod  referred  to under  Anticle  VIIGe )W 2)(v).
CONTRACTOR and EGAS have not entered into a
Gas Sales Agreement, CONTRACTOR shall retain
1ts 11ghts to such Gas reserves tor a finther period ot
up to thuee (3) Years, subject to Article VII(e)(2)
(vin)(ce),  durmg  wluch  penod EGAS  and
CONTRACTOR shall attempt to find a market tor
such Gas reserves.

(¢cc) In the event that CONTRACTOR 13 not exporting

the Gas and CONTRACTOR has not entaered into a

Gas Sales Agreement pursuant to Article VII (e} 2)

prior to the expuy of six (6) Year pertod from

CONTRACTOR s notice of Conunercial  Gas

Discovery, CONTRACTOR shall sutrender the Gas

reserves 1 respect of which such notice has been

given. It 13 understood that CONTRACTOR shall.
at any tume prior to the expuy of the six (6) Year
pertod from CONTRACTOR s notice of Conumercial

Gas Discovery of such Gas parsuant to Article III

simrender such Gas reserves, 1f CONTRACTOR 15

not exporting the Gas and CONTRACTOR does

not accept an offer of a Gas Sales Agreement from

EGAS witlun six (0) months from the date such otter

15 made; provided that the Gas Sales Agreement

offered to CONTRACTOR shall take mio consideration

the relevant techimcal and economic tactors to enable

a conumerclal contract, mcluding:

- A sufficient delivery rate:

- Delivery pressure to enter the National Gas
Pipeline Gruid System at the point of delivery,

- Delivered Gas quality specifications, not more
stingent than those umposed o requured tor the
National Gas Pipeline Grid System: and

- The Gas prices as agreed upon according to thus
Agrzement.
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(dd) In the event that CONTRACTOR has not entered
imnto a Gas Sales Agreement pursuant to Article VII
(e)2) or has not otherwise found an acceptable
scheme for commercial disposal of such Gas, at the
tume of the expwation of six (6) Years from
CONTRACTOR s notice of Commercial Gas
Discovery or falling agreement with EGAS on Gas
cisposal at the expiration of the atoresaid six (6)
Year period, CONTRACTOR shall swrender to
EGAS such Development Lease(s) i wluch such
Gas Discovery was made.

(1x) CONTRACTOR shall not be obligated to swrender a
Development Lease based on a Commercial Gas
Discovery, 1f Cirude Oil has been discovered 1n
comimercial quantities 1n the same Development Lease.
(f) OPERATIONS:

It following the reversion to EGAS of any nghts to Crude Oil
hereunder, CONTRACTOR retamns nghts to Gas i the same
Development Lease, or if, following the swrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Oi1l 1n the same
Development Lease, operations to explore for or exploit the
Petroleum, the rights to which have been reverted or surrendered
(Ol or Gas, as the case may be) shall only be cairted out by the
Toint Venture Company which shall act on behalf of EGAS alone,
unless CONTRACTOR and EGAS agree otherwise,
(g) TANKER SCHEDULING:

At a reasonable time prior to the commencement of Commercial
Production EGAS and CONTRACTOR shall meet and agree upon
a procecure for scheduling tanker hftings 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

(b)

owned assets which assets were chaiged to Cost Recovery by
CONTRACTOR m connection with the operations caitied out by
CONTRACTOR o the Joint Venture Company 1n accordance with
the tollowing:

(1) Land shall become the property of EGAS as soon as 1t 13
purchased.

(2) 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 VIID however, the full title to fixed and
movable assets shall be transtened automatically  from
CONTRACTOR to EGAS when then total cost has been
recovered by CONTRACTOR 1 accordance with the
provisions of Article VII o at the time of temunation of this
Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever tirst occurs.
The book wvalue of the assets created durng each calendar
quarter shall be communicated by CONTRACTOR to EGAS o
by the Jomnt Venhue Company to EGAS and CONTRACTOR
within thuty (39) davs of the end of each calendar quarter.

(3)  All samples and technical data shall be transterred to EGAS
upon EGAS™ request or at the termnation of the Agreement.

Durmg the term of tlus Agreement. EGAS, CONTRACTOR and the
Joint Ventwe Company are entitled to the full use and emoviment ot
all fixed and movable assets reterred to above n connection with
operations hereunder or under any other Petroleum concession
agreement entered mto by the parties.  In that case, proper
accounting adhjustment 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 Jomnt Ventmre Company may freely import
into the A R E.. use theremn and fieely export at the end of such use,
maclinery and equpments which they either 1ent or lease
accordance with good mdustry practices, including but not lumited to
the lease of computer hardware and software,

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pav to EGAS as a signature bonus the sum of
fitty one nulhion U8, Dollars (§ 31 000 000) betore the Etfective Date
of the Concession Agreement and atter the relevant law 135 13502d.

(b)Y CONTRACTOR shall pay to EGAS as a Development Lease bomus
the sum of one mullion U.S. Dollars (§ 1 000 000) on the date of the
approval of each Davelopment Lease.

(¢) CONTRACTOR shall pay to EGAS the sum of five nulhon US.
Dollars (§ 5 0040 000 as a Development Lease extension bomis on
the approval date of enfiv into the five (5) Year Extension Period
pusuant to Article I (cdy () dd).

() CONTRACTOR shall pay to EGAS as an assignment bonus on the
date of approval of each assignment requested by any ot the
CONTRACTOR Members to any assignee i1 accordance with
Article XXI, i the following cases:

1) Duning any Exploration pertod, 1m case CONTRACTOR!
CONTRACTOR Member assigns 1 whole or o part of 1t's
nghts, privileges, duties and obligations 1o any assignee other
than an Atfiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall payv to EGAS
the st equuvalent to ten percent (10%), valuad i US Dollars, of
the total financial commitment of the then cwrent Exploration
phase during which the assignment 1s made and according to the

asslgned percentage.
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(e)

11) Dwing any Development Period, in case CONTRACTOR/
CONTRACTOR Member assigns 1 whole or in part of 1t's
nghts, privileges, duties and obligations to any assignee other
than an Affiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall pay to EGAS
the sum of ten percent (10%), valued in U.S. Dellars, of the value
of each Assigimment Deal wlhich could be any of the tfollowing:

- The financial value to be paid by the Assignee to the Assignor.
ol

- The financial value of shares or stocks to be exchanged between
the Assignor and the Assignee: or

- The financial commitments tor tecluucal programs: o1

- The financial value of the 1eserves, to be swapped between the
assignor and the assignze from the Development Lease(s) arzas;,
oL

- Any other tvpe ot deal to be declared.

111) During any Exploration phase and atter a Development Lease 13
granted, 1 case CONTRACTORS CONTRACTOR Member
asslgns 1n whole or 1 part of 1t's nghts, prvileges, duties and
obligations to any assignee other than an Atfiliate Company of
the same CONTRACTORS CONTRACTOR  Member,
CONTRACTOR shall pav to EGAS the sum of the value of the
assignment bonus as mentioned m (1) and (11) above.

1v) In case of an assigiment to an Affibate company of the same
CONTRACTOR/  CONTRACTOR  Member  dunng any
Exploration or Development phase, CONTRACTOR shall pay to
EGAS one hundred and fitty thousand ULS, Dollars (US$ 150 0040).

Dang any Exploration  phase {(as 1t may be extended).

CONTRACTOR shall submut to EGAS, at the begiming of every

Fmancial Year, the sum of one hundred and seventy five thousand

U.S. Dollats (§ 175 004 as a training bonus to cover the traming of

EGAS employees.
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(1) CONTRACTOR shall pay to EGAS the sum of five hundred thousand
.S, Dollars (& 300 000) as a production boms when the total
avelage daily production trom the Area tirst reaches the rate of five
thousand (5 000) Barrels of O1l or equuvalent per dayv as tor a period
of thuty (30) consecutive producing dayvs. Pavinent shall be made

within fitteen (13) davs thereatter,

(g) CONTRACTOR shall also pav to EGAS the additional sum of one
million U.S. Dollars ($1 200 O as a production bomis when the
total average daily production from the Area first 1eaches the rate ot
ten thousand (10 {1}y Bawels of Oil or equuvalent per dayv for a
pertod of thuty (31) consecutive producing davs. Paviment shall be

made within fitteen {15) davs thereafter

(h)y CONTRACTOR shall also pay to EGAS the additional sum of one
million five Inmdred thousand U.S Dollars (§ 1 500 004 as a
production bonus when the total average daily production trom the
Area first reaches the rate of twenty thousand (20 000) Barrels ot O1l
o1 equuvalent per dayv for a period of thuty (30) consecutive producing

davs. Pavment will be made witlun fifteen (15) davs thereatter

(1) CONTRACTOR shall also pay to EGAS the additional sum of two
million U0.S. Dollars (§ 2 000 000) as a production bonus when the
total average daily production from the Area turst reaches the rate of
twenty five thousand (25 000) Barrels of O1l o equvalent per day
tor a period of thirty (30) consecutive producing davs. Paviment shall

be made within fifteen (13) davs thereatter.

(1) All the above mentionad bonuses shall 1n no event be recoverad by
CONTRACTOR.
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(Iy In the event that EGAS elects to develop any part of the Area
pursuant to the sole nsk provisions of Article IIT ¢ (1v). production
from such sole 115k area shall be considered tor the purposes of this
Article IX only if CONTRACTOR exercises its option to share in
such production. and only from the mutial date of sharng.

(1)  Gas shall be taken mto account for purpose of determuning the total
average dailly production from the Area under Article IX (t-1) by
converting dally Gas delivered mto equuvalent banels of daily Cimde
Ol production 1 accordance with the following tormula tor each
unit of one thousand (1 000) standard Cubte Feet of Gas:

Equvalent Barrels of O1l Per MSCF=H x{.167
Where:
MSCF = one thousand Standard Cubic Feet of Gas .
H = the number of nullion British Thermal Umts (MMBTU)
par MSCE.
ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maimntain an otfice m the A R.E. at wlich notices

shall be validly sa1ved

The General Manager and Deputy General Manager shall be entiusted by

CONTRACTOR with sutficient power to catry out mnmmediately all local

wittten directions given to them by the Govermment or its representatives

under the terms of thus Agreement. All lawiul regulations 1ssued or
hereafter to be 1ssued, which are applicable hereunder and not 1 contlict
with this Agreement, shall apply to the duties and activities of the

General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served 1t deliverad

to the otfice of the General Manager or wluch are sent to lum by

1egistered mail to CONTRACTOR s office in the ARE. .
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All matters and notices shall be deemed to be validly served 1t delivered
to the otfice of the Chanman of EGAS or which are sent to lum by
registerad mail at EGAS™ main otfice in Cano, ARE. .

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) The Tont Venture Company shall take all proper measures, according
to generally accepted methods 1 use in the petroleum mdustiy, to
prevent loss or waste of Petrolenm above or under the ground 1n any
torm  dunmg dulhing, producing,  gathenng., and distabuting o
storage operations. The GOVERNMENT has the night to prevent
any operatton on any well, that it nught reasonably expect would
result i loss ar damage to the well or the O1l or Gas field.

(b)Y Upon completion of the dilling of a productive well, the JTomnt
Ventiwe Company shall infoom the GOVERNMENT o its
representative of the tume when the well shall be tested and the
production rate ascertaned

(¢) Except 1n 1nstances where multiple producing formations in the same
well can only be produced econonmcally through a simgle tubing
string, Petrolenun shall not be produced from multiple O1l bearing
zones through one stimg of tubing at the same tune, except with the
prior approval of the GOVERNMENT or its representative, which
shall not be mrzasonably withheld.

() The Jomnt Venture Company shall record data regarchng the quantities
of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special torms provided tor that purpose witlun
thirty (30) davs after the data has been obtained Daily or weekly
statistics regarding the production from the Area shall be available at
all reasonable times tor exanunation by authonzed representatives of
the GOVERNMENT.
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(e)

(1)

Daily drdling records and the grapluc logs of wells shall show the
quantity and tvpe of cement and the amount of any other maternals
used m the well for the purpose of protecting Petroleum, Gas bearing
or fresh water strata.

Any substantial change of mechanical conditions ot the well after its
completion shall bz subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XII
CUSTONMS EXEMPTIONS

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

(b)

petimitted to umport and shall be exempted trom customs duties, any
taxes, levies o fees (ncluding fees mmposed by Minsterial Decision
No. 254 of 1993 1ssued by the Muouster of Finance, as now o
hereatter amended or substituted) of any natme and fiom the
mmportation 1ules with respect to the mmpoartation of machinery,
squipment, appliances, maternals, 1tems, means of transport and
fransportation, electiic applhiances, air conditioners tor offices, field
housmg and tacilities, electronic appliances, computer hardware and
software, as well as spare parts requued for any of the unpoited
items, all subject to a duly approved certificate 1ssued by the
responsible representative nomunated by EGAS for such parpose,
stating that the imported items are requured for conducting the
operations pursuant to this Agreement. Such certiticate shall be final
and binching and shall automatically result 1 the mmportation and the
exemption without any further approval, delay or procedure.

Machinery, equipment. appliances and means of transport and
transportation umported by EGAS™, CONTRACTOR s and the Joint
Ventiwe Company’'s contractors and sub-contractors temporanly
engaged 1 any activity pursuant to the operations wluch are the
subject of tlhus Agreement, shall be cleared under the "Temporary
Release System”" without paviment of customs duties, any taxes.
levies or fees (including fees mposed by Minstenal Decision No.
254 of 1993 1s5ued by the Mimster of Finance, as now or hereafter
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amended or substitutad) of any nature, upon presentation of a duly
approved certificate 1ssued by EGAS responsible representative
nominated by EGAS for such pwpose, stating that the mmpoited
items are requured tor conducting the operations pursuant to this
Agreement. Items set out 1 Article XII (a) unponed by EGAS’,
CONTRACTOR s and the JTomnt Venture Company’s contractors and
sub-contractors for the atoresaid operations, 1n order to be installed
or used permanently or consumed shall meet the conditions ton
exemption set forth 1 Article XII(a) atter bemg duly certiied by
EGAST responsible representative to be wused tor conducting
operations pursuant to this Agreement.

(¢) The expatiiate emplovees of CONTRACTOR, the Jomt Venhue
Company and thewr confractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other ancillary
taxes and charges except within the lmuts of the provisions of the
laws and regulations applicable 1 the A R E. . However, personal
household goods and tormture (ncluding one (1) car) tor each
expatriate emplovee of CONTRACTOR andior the Jomt Ventwre
Company shall be cleared under the "Temporary Release Svystem”
(without paviment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authonities
by CONTRACTOR o1 the Jomt Ventwe Company approved by
EGAS responsible representative stating that the imported 1items are
umported tor the sole use of the expatuate emplovee and lus fanuly,
and that such imported 1tems shall be re-exported outside the A RE.

upon the repatriation of the concerned expatiiate emplovee.

(d) Items mmported mte the A R E., whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the mnporting party at any tume atter obtauing
EGAS approval, wluch approval shall not be wreasonably withhelcl.

without any export duties, taxes or charges or any taxes or chaiges
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(1)

from which such 1tems have been already exempted. bemg
applicable., Such ttems mav be sold within the A R E. atter obtauung
the approval of EGAS, which approval shall not be unreasonably
withheld. In tlus event., the purchaser of such items shall payv all
applicable customs duties and other ancillary taxes and charges
accarding to the condition and value of such items and the tantt
applicable on the date of sale, unless such 1tems have already been
sold to an Affibated Company of CONTRACTOR, 1f any. or EGAS,
having the same exemption. or unless title to such 1tems has passed
to EGAS.

In the event of any such sale under thas paragraph (d). the proceads

from such sale shall be divided mn the tollowing manner:

CONTRACTOR shall be enfitled to reaimbusement of s
mecovered cost, if any, 1 such items and the excess, it any, shall
be paid to EGAS.

The exemption provided for m Article XII(a) shall not apply to any
inported 1tems when ttems of the same or substanfially the same
kind and quality  are  manutachwed locally, 1meet  the
CONTRACTOR s and/or the Jomnt Venture Company s specifications
tor quality and satetv, and are available tor tumely purchase and
delivery m the A R E. at a price not lugher than ten percent (10%)
more than the cost of the umported item, betore customs duties but

atter freight and msurance costs, 1f any, have been added.

CONTRACTOR, EGAS and thewr respective buvers shall have the
11ght to freely expart the Petrolemm produced from the Area pursuant
to this Agreement;, no license shall be requured, and such Petrolemm
shall be exempted from any customs dufies, any taxes, levies or any

other mmposts 1 respect of the export of Petrolewun hereunder.
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ARTICLE XIII
BOOKS OF ACCOUNT; ACCOUNTING AND PAYMENTS

(a) EGAS., CONTRACTOR and the Jomt Venture Company shall each

maintain at then business offices 1n the A R E. books of account. 1n
accordance with the Accounting Procedhwe 1 Amex "E" and
accepted accounting practices generally used i the petrolemm
industry, and such other books and records as may be necessary to
show the woirk pertformed under thuis Agreement. mcluchng the
amount and value ot all Petroleum produced and saved hereunder.
CONTRACTOR and the Jomt Ventwe Company shall keep their
books of account and accounting records in ULS, Dollars.
The Jomnt Ventiwe Company shall firmsh to the GOVERNMENT or
1ts 1representatives monthly returns showing the amount ot Petroleum
procuced and saved hereunder. Such retiuns shall be prepared in the
torm requured by the GOVERNMENT., or 1ts representatives and
shall be signed by the Genzral Manager o1 by the Deputy General
Manager o a duly designated deputy and delivered to the
GOVERNMENT or its representatives within thity (30) davs after
the end of the month covered in the return,

() The atoresard books of account and other books and records reterred
to above shall be available at all reasonable tumes for mspection by
chuly authorized representatives ot the GOVERNMENT.

(¢) CONTRACTOR shall subimut to EGAS a Profit and Loss Statement of
1ts Tax Year not later than four (4) months atter the conmmencement
of the following Tax Year to show its net profit or loss trom the
Petrolenum operations under thus Agreement for such Tax Year.
CONTRACTOR shall at the same tune subnmt a vear-end Balance
Sheet for the same Tax Year to EGAS The Balance Sheet and
financial statements shall be certified by an Egvptian certified
accounting firm.
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR andior the Joint Venture Company shall prepare
and, at all tumes while this Agreement 1s 1n torce, maintaimn accurate
and current records of thew operations 1n the Area. CONTRACTOR
ancl/or the Jomt Venture Company shall fiwmsh the GOVERNMENT
o1 1ts representatives, 1 conformity with applicable regulations or as
the GOVERNMENT or its representatives may reasonably require.
imtformation and data concerning  then operations under tlhis
Agreement. The Jomnt Venture Company shall pertorm the tunctions
mdicated 1 this Article XIV m accordance with 1ts role as specitied
1 Article VI

(b)) CONTRACTOR andior the Jomnt Venture Company shall save and
keep a representative portion of each sample ot cores and cuttings
taken from dilling wells, to be disposed of, or torwarded to the
GOVERNMENT or its representatives 1n the manner durected by the
GOVERNMENT. All samples acquured by CONTRACTOR and/or
the Jomt Venture Company for thewr own purposes shall be
considered available for mspection at any reasonable time by the
GOVERNMENT or 1ts representatives.

(¢) Unless otherwise agreed to by EGAS. 1 case of exporting anyv rock
samples outside the A R E.. samples equuvalent in size and quality
shall, betore  such  exportation, bz delivered to EGAS as
representative of the GOVERNMENT .

() Originals of records shall only be exported with the pernumssion of
EGAS; provided, however, that magnetic tapes and any other data
wlich must be processed or analvzed outside the A RE. may bLe
exported 1f a momtor or a comparable record, 1f available, 1s
maintamed m the AR E. and provided that such exports shall be
promptly repatiated to the A R E. following such processig or
analvsis on the understanding that they belong to EGAS.
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(e) Dwing the penod m which CONTRACTOR 1s conducting the
Exploration operations, EGAS™ duly authonzed representatives or
emplovees shall have the right to full and complete access to the
Area at all reasonable tumes with the night to observe the operations
bemg conducted and to imspect all assets, records and data kept by
CONTRACTOR. EGAS representatives or emplovees, 1 exerclsing
thewr 11ghts nnder the preceding sentence of this paragraph (e). shall
not  cause any  haom  to  CONTRACTOR's  operations.
CONTRACTOR shall provide EGAS with copies of any and all data
(including. but not Imited to. geological and geophysical reports,
logs and well surveys), mtormation and interpretation of such data.

and other relevant information i CONTRACTOR s possession.

Dunng  the penod m wlnch CONTRACTOR  conducts  the
Exploration operations, CONTRACTOR shall tuirmsh EGAS with

monthly, quarterly, semi-annnal and annual technical status reports.

For the purpose of obtaining new otfers, the GOVERNMENT andior
EGAS may at the end of any Exploration period, as it may be
extended pwsuant to the provisions of Article \V above. or at the date
of termuination of this Agreement., wlhichever 15 earlizr, show any
other party geophysical and geological data with respect to the alea
which CONTRACTOR has relinqushed

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible i law toward
thud parties tor any damage caused by CONTRACTOR s Exploration
operations and shall ndenmity the GOVERNMENT and‘or EGAS
against all damages tor which they mav bz held liable on account of any

such operations.
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However. 1n the event that any damage results as a consequence of the
1ssuance of any order. regulation or direction of the GOVERNMENT of
the A R.E. whether promulgated 1 the form of a law or otherwise, then
EGAS andior CONTRACTOR shall be exempted from the responsibulity
tesulting tfrom the non-performance or delay i pertormance of any
obligation under this Agreement as long as such non-pertormance o
delay 1 performance 15 ansing out of the issuance of such orders,
regulations or laws witlun the linuts mmposed by such orders. regulations
ol laws., EGAS and / or CONTRACTOR shall be granted the necessary
penod tor the restoration of any damage resulting from the non-pertormance
or the delay 1 performance, provided that such granted pernod shall be
added to the term of the relevant pertod of tlus Agreement at that tune
and shall be restricted to the Block(s) atfectad by such orders, regulations
ol laws and shall not exceed the penod of delay referred to above.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly anthonzed representatives of the GOVERNMENT shall have
access to the Area covered by tlus Agreement and to the operations
conducted thereon Such representatives may examine the books,
registers and records of EGAS, CONTRACTOR and the Joint Ventwe
Company and make a reasonable number of swrvevs, diawings and tests
tor the purpose of enforcing this Agreement. They shall, tor thus parpose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or the Toint Venture Clompany on the condition that no
danger or impechiment to the operations hereundar shall arise duwectly o
tndirectly trom such use, Such representatives shall be given reasonable
assistance by the agents and emplovees of CONTRACTOR or the Joint
Venture Company so that none of their activities endanger or hander the
safety or etficiency of the operations. CONTRACTOR or the Jomnt
Ventwe Company shall offer such representatives all puvileges and
tacilities accordad to its own emplovees 1n the tield and shall provide
them. flee of charge, the use of 1easonable office space and of adequately
firnished housing while they are 1n the field tfor the pwpose of
tacilitating the objectives of tlus Article XV Without prejudice to Article
XIV(e). any and all information obtained by the GOVERNMENT or 1ts
tepresentatives under thus Article XVI shall be kept confidential with
respect to the Area.



Voo & L sy ¥V (3 (20U0) OF suadl = e Jl3a A1 Vot

(8 phs dumilaad! B 1)
Gy pus Qi ) i 3 01wt )1 § a1 G
i ey 1LY 0db g g Sldaall 6,2 o o Jslills o] o (1)
1B WSy s Lo
Joit B o pp cpemptiils il et 8 e il ¥l iy —
g s Soitd (pmiiand ] dslin i 505 452841 35,201 ]
S AR (3, 5,3 B acde ol TaSYI G (ALY 0
Jolall 3ilses VAR i AVA - (3, (gl 01 10y Jaall VAN
b 3y S gl Sl g0 gl ASLS ey o e
W BN Ll oisccs e e bl 0l 2Ll
e o Gslen
DU (3 op ity Seama o SN Lo Byl daadly G gt pity —¥
) (el 1 o i g IS 5 orl 5 s g gt 0 (/¥0)
X AU {RPUDNE SRR [ FORS| FROCH | RS
A8 !
s oM 3l sy s acis g IS b A8 85 Syl e JS Sl ()
ALY 0 s Sldaadl 5 ahia

aaicis o ool i sl elone] o 4oltct) ey Syl gy ()
« LBl oda o gt Oldandly (g gy (W pennp (P bk g poad:
SPE-URUIPTIPIN FUEN | b ITEIN B 3000 s 1O WP A D 711 9
e o oo Y Lol s Lo 305 Yo 0 35,2840 357,201,
Ny WS udase uids



100 Yo o8 G s ¥V 5 () OF suadl = G 1 51y 2

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

(a) It 13 the desire of EGAS and CONTRACTOR that operations
hereunder be conducted 1n a business-like and efficient manner

(1) The expatriate administrative, professional and techiical
personnel emploved by CONTRACTOR or the Joint Venture
Company and the personnel of its contractors tor the conduct of
the operations hereunder, shall be granted a residence as
provided for m Law No. 89 of 1960, as amended, and
Ministertal Order No. 8180 of 1996, and CONTRACTOR
agrees that all inmugration, passport, visa and emploviment
regulations of the AR E., shall be applicable to all alien
emplovees of CONTRACTOR working i the ARE. .

(2) A muunnum of twenty five percent (25%) of the combined
salaries and wages of each of the expatiiate administrative,
professional  and  techmical  personnel  emploved by
CONTRACTOR or the Jomnt Ventiwe Company shall be paid
monthly i Egyptian currency.

(b) CONTRACTOR and the Joint Venture Company shall each select its
emplovees and determine the number thereof, to be used for
operations hereunder.

(¢) CONTRACTOR, shall after consultation with EGAS, prepare and
carry out specialized ftrammng programs for all its emplovees in
A RE. engaged in operations hereunder with respect to applicable
aspects of the petroleum industry, CONTRACTOR and the Joint
Venture Company undertake to replace gradually their non-executive
expatriate staff by qualified nationals as they are available.
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ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and the Joimnt Venture Company shall be subject to

(b)

(c)

Law No. 66 of 1933 (excluding Article 37 thereof), as amended by
Law No. 86 of 1956 as amended, and the regulations 1ssued tor the
implementation thereof, including the regulations tor the sate and
etficient pertormance of operations carried out tor the execution of
this Agreement and for the conservation of the Petroleum resources
of the ARE provided that no regulations, or modification or
interpretation thereof are contrary to or inconsistent with the
provisions of tlhus Agreement.

CONTRACTOR and the Jomt Venture Company shall be subyject to
the provisions of the Law No. 4 of 1994 concermng the enviromment
and 1ts execntive regulation, as may be amended, as well as any laws
o1 regulations that may be 1ssued, concerning the protection of the

anvironmeant.

Except as provided i 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
of mmuucipalities mcluding amoeng others, Sales Tax, Value Added
Tax and Taxes on the Exploration, Development. extracting,
producing. exporting or transporting of Petioleum and LPG as well
as any and all withholding taxes that nught otherwise be imposad on
cividends, mterest, techmical service fezes, patent and trademark
rovalties, and smmlar items. CONTRACTOR shall also be exempted
from any tax on the hiquidation of CONTRACTOR, or distributions
of any mcome to the shareholders of CONTRACTOR., and from any

tax on capital
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() The nghts and obligations of EGAS and CONTRACTOR under, and
tor the effective term of tlus Agreament shall be governad by and 1n
accordance with the provisions of tlus Agreement and mayv only be
altered or amended by the written mutual agreement of the said
contracting parties and accorcing to the same procedmes by which
the onginal Agreement has been 1s3ued.

(&) The contractors and sub-contractons of CONTRACTOR and the Jomt
Ventiwe Company shall be subject to the provisions of thus
Agreement which affect them. Without prejudice to Article XVIII
(b) above. 1f regulattions wlnch are duly 1ssued by the
GOVERNMENT apply from time to tune and are not m accord with
the provisions of this Agreement, such regulations shall not apply to
CONTRACTOR, the Jomnt Ventwe Company and their respective
contractors and sub-contractors, as the case mayv be.

(f)y EGAS, CONTRACTOR., the Jomt Venture Clompany and their
respective contractors and sub-contractors shall tor the purposes of
this Agreement be exempted from all professional stamp duties,
imposts and levies mposed by syndical laws with 1espact to thenr
documents and activities hereunder.

(z) Without prejudice to Article XVIII (b) above, all the exemptions
from the application of the A RE. laws or regulations granted to
EGAS, CONTRACTOR, the Jont Ventwe Company, then contractors
and sub-contractors under tlus Agreement shall include such laws
and regulations as presently i etfect or as thereatter amended o
substituted.

ARTICLE XIX
STABILIZATION

In case of changes m exusting legislation or regulations applicable to the
concduct of Exploration, Development and production of Petroleum,
wlich take place after the Effective Date. and wlnch significantly atfect
the econonme Interest of this  Agreement to the detinment of
CONTRACTOR or wlhich mmposes on CONTRACTOR an oblgation to
remuit to the ARE. the proceeds from sales of CONTRACTOR's



Voo Q L s ¥V (3 (2010) OF suadl = e Jl3n A VY-

o Al ls o 0,50 Lo il JUNL ISy doddI o py ptesdl Lige
i sdg il Ml iy OB o ylin DI s 3y L aiadl o317
7ol o T pom e 8" G LBLM g5lasd) o3lpdl 3als] I Dy s
bl
- iU s Tl eMpsasl Jo G a3 ()bl SILEYI Jiy
YT 3 pn Loge (42} ot
oolinl MUYl si gl oMl sia 5535 ol o) oo Js sl 55
Sl 1,6 s Wl GV 5 b oo Joll) ey G B 3ol )
e S adle L Latt sat! s sl JI Jaossd] 3 SLBYI gL UL 34
Bl 3 Leds popatll Ole3Ull Jor 8 Laladl sl ) O] Sl L6 50
ALY 0ds o o bially agl )
(g9 pidt Sald 1)
il G
By i LB (57 ot 31 ) g Tt 1 5,1l B 3 (1)
e3 ol IS I Yo ol BasSod) sy 86 ¢ ity LY o] g3,
ol ol L3l sde plazi dibill oa agle gt ) o3 G LYl oo
s LS L (oK s il I L L Bal 5 A ) A2 g
bein T ol LI Y 175 el Jis Jo g ol Kl i Sl
g Bt ] M) Jo o2 LBV wisy (a3l
Jalilly b e sy N Dl Won ¥ WL ells S0 3 ()
i 5l o0 155 Sy 08 msail] Jyoll ehay oo ol Lagalitt ]
oz



VW Y8 G s ¥V 5 () 0F suadl = e I 5y

Petroleum, CONTRACTOR shall notify EGAS of the subject legislative
or regulatory measwe as well as its consequent effects that may cause the
destabilization of the Agreement. In such case, the parties shall negotiate
appropriate modifications to this Agreement designed to restore the
econonic balance thereof which existed on the Effective Date.

The parties shall use thewr best efforts to agree on the appropiiate
amendments to this Agreement within mnety (90) days from aforesaid

notice.

These amendments to this Agreement shall 1n any event neither decrease
nor increase the nights and obligations of CONTRACTOR as these were

agreed on the Effective Date.

In the event the parties fail to reach an agreement curing the period
referred to above 1 this Article, such dispute shall be referred to the
general rules 1 sefthing the disputes stated 1 Article XXIV of this

Agreement.
ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or mmminent expectation of
war or internal causes, the GOVERNMENT may requisition all or
part of the production fiom the Area obtained hereunder and requure
the Joint Ventwre Company to increase such production to the utmost
possible maxumum. The GOVERNMENT may also requusition the

Onl andior Gas field itself and, 1f necessary, related facilities.

(b) In any such case, such requusition shall not be etfected except atter
mviting EGAS and CONTRACTOR or their representatives by
registered letter, with acknowledgement of receipt, to express thewr

views with respect to such requisition.
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(¢) The requsition of production shall be effected by Ministerial Order.

(d)

(a)

Any requusition of Oil and/or Gas field itself, or any related facilities,
shall be effected by a Presidential Decree duly notified to EGAS and

CONTRACTOR.

In the event of any requsition as provided tfor above, the
GOVERNMENT shall indenmify i full EGAS and CONTRACTOR

tfor the pertod during which the requisition 1s maintained, including:
(1) All damages which result from such requisition; and

(2) Full repavment each month for all Petroleum extracted by the

GOVERNMENT less the rovalty share of such production.

However, any damage resulting from enemy attack 13 not within the
meaning of this paragraph (d). Pavment hereunder shall be made to
CONTRACTOR 1 U.S. Dollars renuttable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in

accordance with Article VII(c).
ARTICLE XXI
ASSIGNMENT

Neither EGAS nor CONTRACTOR may assign to a person, firm or
corporation, i whole or i part, any of its nights, prvileges, duties or
obligations under this Agreement either directly or indirectly without
the written approval of the GOVERNMENT, and 1n all cases prionty
shall be given to EGAS, 1if 1t so deswre, to obtain such interest
imtended to be assigned (except assignment to an Affiliated

Company of the same CONTRACTOR Member).
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(by Without prejudice to Article XXI (a), CONTRACTOR may assign
all or any of 1ts nghts, pravileges, duties and obligations under this
Agreement to an Atfihated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notity EGAS and the
GOVERNMENT 1n wirtting and obtain the written approval of the
GOVERNMENT on the assigniment.

In the case of an assignment either m a whele or m a part to an
Atfiliated Company, the assignor together with the assignee shall
remain jomtly and severally hiable tor all duties and obligations of
CONTRACTOR under this Agreement provided such Atfiliated
Company remains 1n the same capacity as an Atfiliated Company,

(¢) To enable consideration to be given to any request for such
GOVERNMENT s consent reterred to wn (a) or (b) above, the
tollowing conchtions must be tultilled:

(1)  The obhgations of the assignor denvig from this Agreement
nmust have been duly fultilled as of the date such request 13
made,

(2) The mstrument of assigiment must mclude provisions stating
precisely that the assignee 1s bound by all covenants contamned
1 this Agreement and any moditications or additions 1n writing
that up to such tume may have been made.

A draft of such instrument of assigment shall be submitted to
EGAS tor review and approval betore bzing tormally executed.

(3) The assignor(s) nmst subnut to EGAS reasonable documents
that evidence the assignee’s financial and technical competence.

() Any assignment, sale, transter or other such convevance made
pursuant to the provisions of this Article XXI shall be tree of anv
transter, capital gamns taxes or related taxes, charges or fees
mcluding  wiathout hiitation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or sunilar paviments.
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(2) Once the assignor and a proposed third party assignee, other than an

(1)

Atfiliated Company, have agreed the fimnal condittons of an
assigniment, the assignor shall disclose i detalls such  final
conditions 1 a written notitication to EGAS. EGAS shall have the
right to acquire the mterest intended to be assigned. 1t, within ninety
(90) davs from assignor's wittten notification, EGAS delivers to the
assignol a wiritten notification that 1t accepts the same conditions
agreed to with the proposed thurd party assignee. It EGAS does not
deliver such notification withun such nnety () day perntod, the
assignor shall have the night to assign to the proposed thurd party
assignee, subject to the Government approval under paragraph (a) ot
this Article.

As long as the assignor shall hold any interest wnder this Agreement.
the assignor together with the assignee shall be jontly and severally
liable tor all duties and obligations of CONTRACTOR under this
Agleement.

ARTICLE XXII

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the nght to cancel this Agreement

by Order or Presidential Decree, with respect to CONTRACTOR, 1

the tollowing 1mstances:

(1) If 1t has knowimngly subnutted any talse statements to the
GOVERNMENT which were of a matenal constderation tor
the execution of tlns Agreement.

(2) It it assigns any iterest hereunder contrary to the provisions of
Article XXI.

(3) Ifit1s admdicated bankiupt by a cowrt of competent pusdiction,

(4)y It 1t does not comply with any final decision reached as the
result of cowt proceadings conducted under Article XXIV(a).
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(5) Ifitintentionally extracts any mineral, other than Petroleum, not
authonzed by this Agreement or without the authonzation of
the GOVERNMENT. except such extractions that mayv be
unavordable as the result of the operations conducted hereunder
1 accordance with accepted petroleum industry practice and
wlnch shall be notitied to the GOVERNMENT or its
representative as soon as possible.

(6) It 1t commuts any material 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 contracheted by
the provisions of thus Agreement.
such cancellation shall take place without prepchce to any
11ghts which may have accrued to the GOVERNMENT against
CONTRACTOR m accordance with the provisions ot this
Agreement, and, 1 the event of such cancellation,
CONTRACTOR, shall have the right to remove from the Area
all 1ts personal property.,

(b)y If the GOVERNMENT deems that one ot the atoresatd causes (other
than a torce majawme cause retemred to in Article XXIII) exists to
cancel tlus  Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally served
on CONTRACTOR's General Manager, in the legally official
manner and receipt of which 1s acknowledged by lum or by lus legal
agents, to remedy and remove such cause. But it for any reason such
service 13 mposstble due to un-notified change of address.
publication m the Official Jounal of the GOVERNMENT of such
notice shall be considered as valid seivice upon CONTRACTOR. It
at the end of the said nmnety (90) davs notice peniod such cause has
not been remedied and removed, thus Agreement mayv be canceled
torthwith by Order or Presidential Decree as atoresaid. Provided
however, that 1f such cause, or the tathwe to remedy o1 remove such
cause, results from any act or onussion of one party. cancellation of
this Agreement shall be effective only against that party and not as
agalnst any other paity hereto.
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(a)

(b)

ARTICLE XXIII
FORCE MAJEURE

The non-pertormance o delay 1 performance by EGAS and
CONTRACTOR, or either of them. of any obligation under this
Agreement shall be excused 1f, and to the extent that, such
no-partormance or delav 1s caused by tforce majewme. The pentod of
any such non-pertormance or delay, together with such period as
may be necessary for the restoration of any damage done during such
delay, shall be added to the tune given m this Agreement tor the
pertormance of such obligation and tor the performance of any
obligation dependent thereon and consequently, to the term ot this
Agreement. but only with respect to the Exploration or Development
Block{s) attected.

"Force Majewe" within the meamng of tlus Article XXIIIL shall ba
any act of God. mswrection, nof, war, stike, and other labor
distarbance. fires, floods o anyv cause not due to the tfault oo
neghgence of EGAS and CONTRACTOR or etther ot them, whether
or not stmtlar to the foregoing. provided that any such cause 1s
bevond the reasonable control of EGAS and CONTRACTOR, or

elther ot them.

(¢) The GOVERNMENT shall mcur no responsibility whatsoever to

(ch)

EGAS and CONTRACTOR., ar either of them. for any damages.
restrictions or losses arsing 1n consequence of such case of force

majeure herematter referred to i thus Article.

[t the force majewe event occwrs chuing the first Exploration period
or any extension thereot and contimes 1 etfect tor a penod of s1x
(6) months, CONTRACTOR shall have the option upon ninety (949)
davs prior written notice to EGAS to tetmimatz 1ty obligations

hereunder without finther hability of any kind.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy ar claum arsing out of or relating to thus
Agreement or the breach, ternunation or mvalichty thereot, between
the GOVERNMENT and the parties shall be referred to the
qunschction of the competent courts 1n A R E. and shall be finally
settled by such counts.

(b) Any dispute, controversy or claum ansing out of or relating to this
Agreement. or the breach, ternunation or invalichity thereof, between
EGAS and CONTRACTOR shall be settled by arbitration 1n
accordance with the Arbitration Rules ot the Cawwo Regional Center
tor Internattonal Conunercial Arbitration (the "Center”) i etfect on
the date of tlus Agreement. The award of the arbitrators shall be
final and bincing on the parties.

(¢) The mumber of arbitrators shall be tlwee (3).

(d) Each party shall appomnt one (1) atbitrator. If, wathin thirty (3() davs
atter receipt of the claumant’s notification ot the appointment of an
arbitrator the respondent has not notitied the clammant m witing of
the name ot the arbitrator he appoints, the clammant mav request the
(Center to appomt the second arbitrator,

(&) The two (2) arbitrators thus appointed shall choose the thard arbitrator
who shall act as the presiding arbitrator of the tribunal It within
thirty (30) davs after the appomntment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party mav request the Secretary General of the
Permanent Comt of Arbitration at The Hague, the Netherlands to
designate the appomting aunthonty., Such appomnting authority shall
appomt the presicing arbitrator i the same way as a sole arbitrator
would be appointed under Article 6.3 of the UNCITRAL Arbitration
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(1)

(h)

(1)

Rules. Such presiding arbitrator shall be a person of a nationality
other than the A R.E or the CONTRACTOR s nationality(ies) and ot
a country which has chplomatic relations with both the A R E. and
the CONTRACTOR s countrv(1es) and who has no economic mterest
1 the Petrolenim business ot the signatories hereto.

Unless otherwise agreed by the parties to the arbitration. the
arbitration, mclhucing the making ot the award, shall talke place 1n
C'ano. A RE. .

The decision of the arbitrators shall be final and binding upon the
Parties, mcluding the arbittation fees and all related 1ssues and the
execution of the arbitrators decision shall be reteired to the
competant courts according to the Egvptian laws.

Egvyptian law shall apply to the dispute except that i the event of
any conthict between Egyvptian laws and this Agreement, the
provisions of this Agreement (includmg the arbitration provision)
shall prevail. The arbatration shall be conducted i both English and
Arabic languages.

[f. tor whatever reason. arbitration m accordance with the above
procechiie can not take place, EGAS and CONTRACTOR will
transter all chsputes, controversies or claims arising out of or relating
to this Agreement or the breach. termunation or invalichty thereot
shall be settled by ad hoc abittatton 1n accordance with the
UNCITRAL Arbitration Rules i effect on the Effective Date.

ARTICLE XXV

STATUS OF PARTIES

(a) The nights, duties, obligations and habihities 1n respect of EGAS and

CONTRACTOR hereunder shall be several and not joint or
collective, 1t being mnderstood that thus Agreement shall not be constiued
as constituting an assoctation ar corporation or partnership.
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(b) Each CONTRACTOR Member shall be sulyect to the laws of the
place where 1t 13 mcorporated regarding 1ts legal status o1 creation,
organization, charter and by-laws, shareholding and ownership.

Each CONTRACTOR Member's shares of capital wlich are entuely
held abroad shall not be negotiable 1n the A R E and shall not be
otfered tor public subscrption nor shall be subyjzct to the stamp tax
on capttal shares nor any tax or duty i the A RE.. CONTRACTOR
shall be exempted fiom the application of Law No. 159 of 1981, as
amended.

(¢) All CONTRACTOR Members shall be jointly and severally liable for
the pertormance ot the obligations of CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or the Jont Venture Company. as the case may be, and
then contractors shall:

(a) (ve prioty to local contractors and sub-contractors, including
EGAS™ Atftiliated Companies, as long as theur pertormance 13
comparable with international performance and the prices of theu
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

(b) Give preterence to locally manutactured matenal., equipment.
maclunery and consumables as long as then quality and tune of
delivery are comparable to internationally available matenal.
aquipment, machimery and consumables. However, such matenal.
equipment, maclinery and consumables mav  be mported for
operations conducted hereunder 1t the local price of such 1tems at
CONTRACTOR s or the Joint Venture Company s oparating base 1n
the A RE. 15 more than ten percent (10%) lngher than the price of
such mported 1tems betore customs duties, but after transportation
and mswance costs have been added.
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ARTICLE XXVII

TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of ARE.. be refemred to i constiuing or interpreting this Agreement;
provided, however, that in any arbitration pursuant to Article XXIV
heremn above between EGAS and CONTRACTOR the Enghsh and
Arabic versions shall both be referred to as having equal force in
construing or interpreting this Agreement.

ARTICLE XXVIII

GENERAL

The headings or titles to each of the Articles of this Agreement are solely
for 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 is issued by the competent authonities of the A RE.
authorizing the Minister of Petroleum to sign this Agreement and giving

this Agreement full force and effect of law notw 1th:>t’uulmfz any

countervailing Governmental enactment, and the Agreement 1s sumed b\
the GOV ERNI\IENT, EGAS and CONTRACTOR,

BP EXPLORATION (DELTA) LIMITED
BY  mmmmm o e e

PETRONAS CARIGALI OVERSEAS SDN.BHD.
BY  comm e e

SHELL EGYPT N.V.
BY  mmmmm e e e

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
5 —

ARAB REPUBLIC OF EGYPT
BY  comm e e
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
BP EXPLORATION (DELTA) LIMITED
AND
PETRONAS CARIGALI OVERSEAS SDN. BHD.
AND
SHELL EGYPT N.V,
IN
NORTH DAMIETTA OFFSHORE AREA
MEDITERRANEAN SEA A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 1s a provisional illustrative map at an approximate scale of
(1: 800 004 showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately one thousand six
hundred and four square kilometers (1604 lan?). It consists of all or part
of Exploration Blocks, the whole Blocks are defined on three (3) minutes
latitude by three (3) mimutes longitude grid.

The delineation lines of the Area in Amnex "B" are intended to be only
tllustrative and provisional and may not show accurately the true position
of such blocks 1n relation to existing monuments and geographical
teatures.
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Coordinates of the corner points of the Area are given m the tollowing
table wluch forms an integral pait of this Annex "A":-
BOUNDARY COORDINATES
OF
NORTH DAMIETTA OFFSHORE AREA
MEDITERRANEAN SEA

Coordinates Block a
No. Latitude (North) Longitude (East)
1 327067 00" 32715 o0
2 327 00 (0" 32715 o0
3 327000 00 317 187 00"
4 327010 00r 317 187 000
3 327401 000 310 227 O
6 32704 00 310 220 00
7 3270040 0o 317 240 0
8 32703 000 317 247 00
9 32703 000 310 307 00
14} 32007 00 317 307 000
11 32007 00 310 287 0"
12 32708 00" 310 287 0"
13 32708 000 310 27 00
14 327090 00" 310 27 0
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Coordinates Block I
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ANNEX "C"
BANK LETTER OF GUARANTEE

Letter of Guarantee No. --- (Calo ------------ 200 ),
EGYPTIAN NATURAL GAS HOLDING COMPANY .
Crentlemen.

The wvndersigned. National Bank of Egvpt as Guarantor, hereby
guarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(hereinatter referred to as "EGAS") to the linut of two hundred fifty three
million U.S. Dollars (§ 2533 0030 000), the performance by BP
EXPLORATION (DELTA) LIMITED "BP", PETRONAS CARIGALI
OVERSEAS SDN. BHD, "PCOSB" and SHELL EGYPT NV,
"SHELL" (herematter referrad to as "CONTRACTOR") of its
obligations requuied tor Exploration operations to spend a nunnmmum of
two hmndred fitty three nullion U.S. Dollars (§ 253 000 G00) durng the
four (4) Years of the fust Exploration pertod under Article I'V of that
certain  Concession  Agreement (herewmafter reterred to as  the
"Agreement") covenng that Area described m Annexes "A" and "B" of
sard Agreement. by and between the Arab Republic of Egypt (heremnatter
referred to as "ARE."). EGAS and CONTRACTOR, in North Damietta

Oftshore AREA Mediterranean Sea 1ssued by Law No... of 200 .

It 15 understood that thus Guarantee and the hability of the Guarantor
hereunder shall bz reduced quarterly, cring the period of expenditire of
satd two hundred fifty thoee nulhon ULS, Daollars (§ 253 000 000) by the
amount of money expended by CONTRACTOR for such Exploration
operations durimg each such quarter and approved by EGAS. Each such
reduction shall be established by the joint wntten statement to the
Cuarantor by EGAS and CONTRACTOR.
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In the event of a claum by EGAS of non-pertormance or surrender ot the
Agreement on the pait of CONTRACTOR puior to tulfllment of said
muunmim expenchture obligations under Article IV of the Agreement.
there shall be no hability on the undersigned Guarantor for paviment to
EGAS unless and until such liability has been established by wiitten
statement of EGAS setting torth the amount due under the Agreement.

It 15 a turther condition of this Letter of Guarantee that:

(1) Tlus Letter of Guarantee will become available only provided that the

Cuarantor will have been informed m wiiting by CONTRACTOR
and EGAS that the Agreement between CONTRACTOR, ARE.
and EGAS has become etfective according to its terms, and said
Guarantee shall become ettective on the Ettective Date of sawd
Agleement.

(2) Tlus Letter of Guarantee shall in any event automatically expire:;

(3)

(a) Four (4) Years and six (6) months after the date 1t becomes
eftective, 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 mummum expenditiee obligation, wluchever 1s
eatlier.

Consequently. any clanm, 1n respect thereotf should be made to  the

Cruarantor prior to ewther of saird expuration dates at the latest

accompaniad by EGAS’ wiitten statement, setting foith the amount

of under-expendittwe by CONTRACTOR to the effect that:

(a) CONTRACTOR has ftatled to pertorm its expenditue
obligations referred to in tlus Guarantee, and

(by CONTRACTOR has tailed to pay the expenditure deficiency to
EGAS.

Please retumn to us tlus Letter of Guarantes i the event 1t does not
became effective. or upon the expiry date.

Y owrs Farthtully,

ACCOUUANt | —=--mmmmm e

Manager  —-=mmmmmmmmmmemme e e e

Date e mmmmmm—mmmmmmm—m————————————
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ANNEX "C"

Production LETTER OF GUARANTEE

Date e — i ——m——— e e
EGYPTIAN NATURAL GAS HOLDING COMPANY

Gentlemen:

Reterence 1s made to the Concession Agreement for Gas and Ciude Oil
Exploration and Exploitation in Noith Damietta Otffshore Area,
MEDITERRANEAN SEA, ARE. issued by Law No. of 20 by
and between the Arab Republic of Egyvpt (A R.E.), The Egyptian Natwal
Gas Holding Company (EGAS), BP EXPLORATION (DELTA)
LIMITED, PETRONAS CARIGALI OVERSEAS SDN. BHD. and
SHELL EGYPT N.V .. herematter referred to as CONTRACTOR.

BP Egvpt Production B.V., PICL (EGYPT) CORPORATION LTD,
SHELL EGYPT N.V. and SHELL AUSTRIA Gm.bh all the atore
mentioned companies 1 this paragraph shall be hereimafter referred to
collectively as GUARANTOR for BP EXPLORATION (DELTA)
LIMITED, PETRONAS CARIGALI OVERSEAS SDN. BHD. and
SHELL EGYPT N.V. as CONTRACTOR hereby undertakes that if
CONTRACTOR spends duning the first Exploration period of tow (4)
Years of this Agreement less than the mumnnunm amount specified for
such pel‘iod ‘beinsz two hundred fifty three million U.S. Dollars

described as "Shoﬂ.tall”), and EGAS notifies BP ERPL(_)RATI(_)N
(DELTA) LIMITED, PETRONAS CARIGALI OVERSEAS SDN.
BHD. and SHELL EGYPT N.V. as CONTRACTOR and BP Egypt
Production B.V.. PICL (EGYPT) CORPORATION LTD., SHELL
EGYPT N.V. and SHELL AUSTRIA Gm.bh as GUARANTOR 1n
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wiiting of the amount of the Shortfall. within fitteen (153) days of receipt
of sawd notice, BP Egwpt Production B.V., PICL (EGYPT)
CORPORATION LTD, SHELL EGYPT N.V. and SHELL AUSTRIA
Gan.b.h as GUARANTOR on behalt of CONTRACTOR shall pay that
shortfall to EGAS andfor transter to EGAS a quanfity of Petroleum

suffictent i value to cover the Shorttall.

In case sawd Petroleum shall be transterred 1t wall be deducted from
GUARANTOR s share of Petroleum production from the Development
Leases, pursuant to the following Cloncession Agreements, such
Petroleum shall be wvalued at the tume of the transter to EGAS 1
accordance with the provisions of Article VII of the Cloncession

Agreements 1ssued by the laws mentioned hereunder:

1- Concession Agreement for Petrolenm Exploration and Exploitation
by and between the ARAB REPUBLIC! OF EGYPT. EGYPTIAN
GENERAL PETROLEUM CORPORATION. IEOC Production
B.¥. and BP Egypt Production BV 1 Ras El Bair Otfshore Area,

Nile Delta 1ssued by Law No. 88 of 1995 as amendead.

2- Concession Agreement for Petrolenm Exploration and Exploitation by
and between the ARAB REPUBLIC OF EGYPT. EGYPTIAN GEN-
ERAL PETROLEUM CORPORATION. B(G Delta Linuted, and
PICL (EGYPT) CORPORATION LTD in West Delta Deep Marine

Areq. Mediterranean Sea 1ssued by Law No. 82 of 1995 as amendead

3-  Concesston Agreement for Petroleum Exploration and Exploitation
by and between the ARAB REPUBLIC OF EGYPT. EGYPTIAN
GENERAL PETROLEUM CORPORATION, SHELL EGYPT
N.V. and SHELL AUSTRIA G b.liin Badr EI Din Area, Western

Degert 1ssued by Law No. 99 of 1980 as amended.
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BP Egypt Production B.V., PICL (EGYPT) CORPORATION LTD,
SHELL EGYPT N.V. and SHELL AUSTRIA G.m.b.h as GUARANTOR
or BP EXPLORATION (DELTA) LIMITED, PETRONAS CARIGALI
OVERSEAS SDN. BHD. and SHELL EGYPT N.V. as CONTRACTOR
may at any time between the date hereot and the expiration date of tlus
letter of guarantee subnut a bank guarantee for the Shortfall in a form
satisfactory to EGAS, m which event the provisions of this letter shall

automatically lapse and be of no etfect.

This letter of guarantee shall expire and become mull and void on the date
six (6) months after the end of the first Exploration period of the
Concession Agreement of NORTH DAMIETTA OFFSHORE Area,
Mediterranean Sea, or on the date upon completion of the
CONTRACTOR s obligations hereunder.

Yours Faithtully,
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ANNEX "D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE 1
FORM AND GOVERNING LAW

A ot stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authonization of the
GOVERNMENT 1n accordance with the provisions of tlus Agreement
referred to below and of thus Charter.
The JToint Venture Company shall be subject to all laws and regulations
in force 1 the A R.E. to the extent that such laws and regulations are not
mconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICLE II

NAME OF JOINT VENTURE COMPANY

The name of the Joint Ventwre Company shall be mutually agreed upon
between EGAS and CONTRACTOR on the date of the Conunercial
Discovery, and shall be subject to the approval of the Muimster of
Petroleum.

ARTICLE III

LOCATION OF HEAD OFFICE

The Head Office of the Jomnt Ventire Company shall be in Cawro, A RE..

ARTICLE IV

OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Ventwe Company 15 to act as the agency through
which EGAS and CONTRACTOR, cawry out and conduct the
Development operations required m accordance with the provisions of
the Concession Agreement for Gas and Crude Oil Exploration and
Exploitation 1 NORTH DAMIETTA OFFSHORE  AREA,
MEDITERRANEAN SEA, ARE (heremafter reterred to as the
"Agreement") entered into by and between the Arab Republic of Egypt
(hereinafter reterred to as the "ARE."). EGAS and CONTRACTOR
1ssued by Law No. -------- of 20----,
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The Jomnt Ventire Company shall also be the agency to canry out and
conduct Exploration operations atter the date of Commercial Discovery.
1n any portion of the Area converted mto a Developiment Lease, pursuant
to Wark Programs and budgets approved 1 accordance with the
Agreement,

The Jout Venture Company shall keep account of all costs, expenses and
expenchtures tor such operations undar the terms of the Agreement and
Annex "E" thereto.

The JTomt Ventmre Company shall not engage m any business o
undertake any activity bevond the performance of satd operations unless
otherwise agreed upon by EGAS and CONTRACTOR.

ARTICLE ¥
CAPITAL

The anthorized capital ot the Jomt Ventwre Clompany 15 twenty thousand
(20000) Egyptian Pounds divided mto five thousand (3000) shares of
common stock with a value of tour (4) Egvptian Pounds per share having

equal voting rights, tully paid and non-assessable.

EGAS and CONTRACTOR shall each pay tor, hold and owmn, throughont
the lite of the Jomt Venture Company, one halt (1:2) of the capital stock
of the Jomnt Venture Company provided that only i the event that either
party should transter or assign the whole or any percentage of its
ownership interest 1 the entirety of the Agreement, mav such
transterring or assigning party transter or assign any of the capital stock
of the Jomnt Ventwme Company and, in that event, such transteinng o
assigung party (and 1ts successors and assignees) must transter and
assign 2 stock anterest m the Joint Venture Clompany equal to the
tfransterred or assigned whole or percentage of 1ts ownership mterest in
the entirety of the sard Agreement.
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ARTICLE VI
ASSETS

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

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

The Jomnt Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever 1t 15 indicated herein that the JToint
Venture Company shall decide, take action or make a proposal and the
like, 1t 13 understood that such decision or judgment 1s the result of the
decision or jqudgment 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 fowr (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 majonty of the
Directors are present and any decision taken at such meetings must have
the affimative vote of five (5) or more of the Directors, 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 if a majority of the
capital stock of the Joint Venture Company 1s represented thereat. Any
decision taken at such meetings must have the atfirmative 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 personnel of the Joint Ventuwe
Company emploved directly by the Joint Venture Company and not

assigned thereto by CONTRACTOR and EGAS.

The Board of Directors shall, in due course, draw up the By-Laws of the
JToit 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 JTomnt Venture Company shall come into existence within thirty (30)
davs after the date of Commercial Ol Discovery or within thirty (30)
days after signatwe of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for i 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 Joint Venture Company shall be wound up if this Agreement is

terminated for any reason as provided for therein.

BP EXPLORATION (DELTA) LIMITED

By e e e e e

PETRONAS CARIGALI OVERSEAS SDN. BHD.
By  mmmemmem e e e e

SHELL EGYPT N.V,

By e e e e e e e

THE EGYPTIAN NATURAL GAS HOLDING COMPANY
BY s e
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:
The definitions contaimed in Article I of tlhus Agreement shall apply

to this Accounting Procedwe and have the same meanng.
(Iy) Statements of Activity:

(1) CONTRACTOR shall, pursuant to Article I'V of this Agreement,
render to EGAS within thuty (30) davs of the end of each
calendar quarter a Statement of Exploration Activity retlecting
all charges and credits related to the Exploration operations
conducted 1 any portion of the Area not converted ito a
Development Lease for that quarter, sunumanized by

appropriate classifications idicative of the nature thereof.

(2) Following its coming into existence, the Joint Venture Company
shall render to EGAS and CONTRACTOR within fifteen (15) 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 1n any partion
of the Area converted mnto a Development Lease tor that quarter,
sunmumarized by appropriate classifications mdicative of the nature
thereof, provided that items of controllable material and wmisual

chaiges and credits shall be detailed.



Voo L o ¥ (3 (2010) OF sundl — i Jl a4 YA

rikaand b 19 s (3 )

(V) () 5, Uiy Codl BLES Gl oo 5w gy S JS pimy (V)

(P) LW day L5 iy Lo L ol a3 o1 3U

(¥) B N> alona] aedes o e 151 Y] W o il 0 et

oo () 1 Ao I 5ol WY T, Tles Lol el 5,080 e

Shtizudl 5,55 o coo 5,3 gl (¥) BN 5,8 I 3y il
el Slolu o €8y T S Lnard) ooV dilo 5y 3l

sl oo (21 G s Jyliadd (3,85 ¢ e 1 5 00 ot
A8 xid) 38 3 ULy dasd e

sy o 5 G s 6l (o0 oy sl By il | UL GSLS ()
iy Idslo as Godll 1 3 SN o (¥) () 5l
Ol Syl alona! e aJU ges] (F) D sy L0 Ty
B LS Lede JyLath 1 ulon] codo el 131 Y] oy dpass bLAS
58l gl (W) G5« Liasl sy .5, S0 gl (V) TV
38l Ol danl o 3 ol LS T S5l T ulonl oo N 005
iy ol iy 3 oS Bl gy o0 L b3 o liiaadly LMy 48,284
A3V e () 5,88 dagl )l 3aU1 3 ke o sl

1deboidf g (3 )

Coly Il duold] 3828k 38,800 56s, doudl il ) ULl 5Us el

SUL) IS5 S Y el OLY I Yy Sty 3l ¢ p oo S

REJWRIT PN WUPCAT AL VY WOE ORI KOS [ TREE {PUTV IR JUN J RV e JORT

St LY OlNs J g mall il i I oliid] isls J £,

& rall G il o s3lall Gubid! coldl Jesod] sand T 15, 4Y)

SYas iy 64V SR By Ui s i M 42l o S5 Y1y



AV Y8 i s WY 3 (1) 0F stall = e J1 54

(¢) Adjustments and Audits:

(1)  Each quaiterly Statement of Exploration Activity pursuant to
Article I(b)(1) of this Annex shall conclusively be presumed to
be true and correct after three (3) months following the receipt
of each Statement by EGAS., unless within the said tluee (3)
month pertod EGAS takes written exception thereto pursuant to
Article IV(1) ot the Agreement. During the said thiee (3) month
petiod supporting documents will be available tor mspection by
EGAS duning all working hours.

CONTRACTOR shall have the same audit nights on the Jount
Venture Company Statements as EGAS vnder thas sub-paragraph.

(2)  All Statements of Development and Exploration Activity for
any calendar quarter pursuant to Article I(b)(2) of this Amex,
shall conclusively be presumed to be true and conect atter
three (3) months tollowing the receipt of each Statement of
Development and  Exploratton  Activity by EGAS  and
CONTRACTOR, unless witlun the said three (3) month perniod
EGAS o CONTRACTOR takes witten exception thereto.
Pending expiration of said three (3) month period EGAS o
CONTRACTOR or both of them shall have the night to audit
the JTomt Ventire Company's accounts, records and supporting
documents tor such quarter, in the same manner as provided tor
m Article IV(f) of the Agreement.

(d) Currency Exchange:

CONTRACTOR s books tfor Exploration and the Jomnt Venture
Company s bools tor Development and Exploration, 1f any, shall be
kept in the ARE. mn US, Dollars. All U.S, Dollars expencitmes
shall be charged i the amount expended. All Egyptian cunrency
expenditures shall be converted to US. Dollars at the applicable
rate of exchange issued by the Central Bank of Egvpt on the furst
day ot the month 1n wlich expenditnes are recorded, and all other
non-U.S. Dollars expenditures shall be converted mto U.S. Dollars
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at the buving rate of exchange for such cwmrency as quoted by
Nattonal Westmunster Bank Linunted, London. at 10.30 a.m. GM.T..
on the tnst day of the month in which expenditines are recorded. A
record shall bz kept of the exchange 1ates used in converting
Egvptian currency or other non-U.S Dollars expenditines into US,
Dollars.

(e) Precedence of Documents:

In the event of any mconsistency or conflict between the provisions
of this Accounting Procedhwe and the provisions of the Agreement
treating the same subject differently. then the provisions of the
Agreemeint shall prevail.

(f) Revision of Accounting Procedure:

By nmtual agreement between EGAS and CONTRACTOR. tlus
Accounting Procedure may be revised in wniting trom tune to tume
1in the light of future arrangzements.

(g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any tune be charged as
recoverable costs under the Agreement.

ARTICLE 11
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, duectly or tlwough the Jomt Venture Company, payv the
following costs and expenses, wluch costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered 1 accordance
with Article VII of thus Agreement:
(a) Surface Rights:
All dhrect cost attitbutable to the acquusition, renewal or relmaqushment
of surtace nights acquired and mamtained m torce for the Area
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(Ir) Labor and Related Costs:

(1) Salaies and wages of CONTRACTORK s or the Jant Venture
Company s emplovees. as the case mav be, directly engaged 1n
the various activities under the Agreement, imcluding salaries
and wages paid to geologists and other emplovees who are
temporanly assigned to and emploved 1 such activities. Such
salaries and wages shall be certified by a certitied public
accounting firm.

Reasonable revisions of such salarnies and wages shall be

effected to take into account changes 1n CONTRACTOR's

policies and amendiments of laws applicable to salanies. For the

pupose of tlus Article II(b) and Article II(¢) of thus Annex,

salanes and wages shall mean the assessable amounts tor A RE.

Income Taxes, mcluding the salanes during vacations and sicls

leaves. but excluding all the amounts corresponding to the other

items covered by the percentage fixed under (2) below.

(2) For expatnate emplovees permanzantly assigned to AR E

1- All allowances applicable to salarnes and wages:

2- Cost of established plans:, and

3- All travel and relocation costs of such expatriate emplovees
and theu tanulies to and trom the emplovee’s country on
point of origin at the time of emplovment. at the tume of
separation, or as a result of transter from one location to
another and for vacation (fransportation costs for emplovees
and thenr famihes transterrng from the A RE. to another
location other than thewr country of origin shall not be
charged to A R.E. operatois).
Costs under tlus Article II(B) 2) shall be deemed to be equal
to the last applied percentage, approved by EGAS tar
CONTRACTOR in Egypt, percent of basic salanes and
wages paid for such expatiate personnel including those paid
duing  vacations and  sick  leaves as  established 1n
CONTREACTOR s international policies, chargeable under
Article II(b)(1). Article II(1), Article II{k)}1) and Article II
(I<3(3) of this Annex, and i case the applicable percentage of
the CONTRACTOR 1 Egyvpt 15 not available, fitty percent
(50%) will be applied
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However, salaries and wages during vacations, sick leaves and
cisability are covered by the foregoing percentage. The
percentage outlined 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.

=

Commodities and services allowance.

o

Special rental allowance.

.,
o
.

Vacation transportation allowance.

LA

Vacation travel expense allowance.

N

. Vacation excess baggage allowance.

. Education allowances (children of expatriate emplovees).

o0

. Hypothetical U.S. tax offset (which results 1n a reduction of

the chargeable percentage).
9. Storage of personal effects.
1{}. Housing refurbishiment expense.
11. Property management service fees,
12. Recreation allowance.
13. Retirement plan.

14. Group life msurance.

[a—
LA

. Group medical msurance.

[a—
N

. Sickness and disability,
17. Vacation plans paid (excluding allowable vacation travel expenses).

18. Savings plan.
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19. Educational assistance.

20, Military service allowance.

21. FICA.

22, Workman's compensation.

23. Federal and state unemployvment msurance.
24. Personnel transfer expense.

25, National mswance.

I
-

6. Any other costs, allowances and benefits of a stmilar 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 tume
CONTRACTOR and EGAS shall agree on new percentages to be
used under this Article IIL)Y2).
Revisions of the percentage shall take into consideration varlances
mn costs and changes 1 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 1ts established allowances and
benefits and of personnel transfers.

(3) For expatiate emplovees temporanly assigned to the ARE. all

(4)

allowances, costs of established plans and all travel andior
relocation costs for such expatiates as paid 1 accordance with
CONTRACTOR s international policies. Such costs shall not
include any adnumstrative overhead other than what 15 mentioned
in Article Ik 2) of this Annex.

Expenditure or contributions made pursuant to law or assessment
mmposed by any governmental authority which are applicable to
labor cost of salartes and wages as provided under Article II(L)(1),
Article II(b)(2), Article II(1), Article II{k)(1) and Article II{k)}3) of
this Annex.
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(¢) Benefits, allowances and related costs of national employees:

(d)

Bomuses, overtume, customary allowances and benefits on a basis
similar to that prevailing for oil companies operating in the A RE.,
all as chargeable under Article II(L)(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 maximmum hability for severance paviment as
required under the A R.E. Labor Law.

Material:

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or the Joint Venture Company.

(1) Purchases:
Maternial, equpment and supplies purchased shall be accounted
for at the price paid by CONTRACTOR or the Joint Venture
Company plus any related cost and after deduction of all
ciscounts actually recerved.

(2) Material furnished by CONTRACTOR:

Material, requured for operations shall be purchased directly

whenever practicable, except that CONTRACTOR may furmsh

such matenal from CONTRACTOR's or CONTRACTOR’s

Affiliated Companes stocks outside the ARE. under the

tollowing conditions:

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

a) Used Matertal which 1s 10 sound and serviczable condition
and 13 suitable tor reuse without reconditiomng shall be
classitied as Clondition "B" and prced at seventy - five
percent (75%) ot the price of new matenal.

b) Used Matenal wluch cannot be classified as Concitton "B"
but wlich 18 serviceable for ongmal tunction  but
substantially not swmtable tor reuse without reconditioning.
shall be classitied as Conditton "C" and priced at fitty
percent (50%) of the price of new material.

¢) Used Material wlich cannot be classitied as Condition "B”
or Conditton "C" shall be priced at a value commensurate
withits use.

)y Tanks, butlchngs and other equpment invoelving erection
costs shall be charged at applicable percentage of knockead
- down new price.

(3) Warranty of material furnished by CONTRACTOR

CONTRACTOR does not warrant the material furmished bevond
or back of the dealer’s or manufacturer’s guarantez, and 1n case
of defective material. crecht shall not be recorded wuntil
adjustment has been receiwved by CONTRACTOR fiom the
manutacturer(s) or its (thew) agents.

() Transportation and Employee Relocation Costs:

(1) Transportation of matental, equpment and supplies necessary tor
the conduct of CONTRACTOR's o1 the Jomt Venture
Company s activities.

(2) Business travel and transportation expenses to the extent covered
by CONTRACTOR s established policies of or with regard to
expatiiate and national emplovees, as mewred and pard by, oo
tor, emplovees in the conduct of CONTRACTOR s or the Joint
Venture Company s business.

(3) Emplovess transportation and relocation costs for national
eniplovees to the extent covered by established policies.



Voo L o ¥ (3 (010) OF sundl — i Jl3as 41 YV

1 Ly ety gy Liadl) Ll IS 2 my il SLasdh! (V)
it Lot

& g a0 T S ST elan) L s I Olosid ) ZiISS ()
N2 T gl ST olilly olos] 03855 9007 A 5) J5ls g
N erensid| S Jo Gt s M 55,5l 1y dundztid| colodd s Lagd ansls!
e golal Lo 5 Jas o2y Lgal o 33 Jlloally paa blial)
O PPN B JATE A Y O U (R P P - PRI PRl + ESP e (P
ST g deameal  dowdid leds Ldbs I g ST ey 2l
dde Gy

g gl U888 T St T elow JetSIL 38Tl olisall Szl (¥)
bty Wity S E TAISS o ol Byl 08 ] Lo Ju
o s i T LSl Ll e B2l oda Sy ¥

S| ppemiay o Gy LS 21y Iy LAk Ly Iy s oLl ()
A 3 5yl b Lo s litraly deailon] GG ol dole iyl Uy s
Gl 138 cpe asla 35Ul e (Y) (&)

: pkuidly 3 ¥ (3)

S a1 51,6381 P! o B15Y 5 DU Uy a5 IS poar

VPR N PUVORPP B\ RCYIN JPRP & IR 0 D JP Y WU % ey VOO

Il Jles W pinn iyliey dger o i U ace 38,8d) 38,800 1 Jyliall

St o oM e LS s | Jylikly ulons¥ S o 3 bl 37,800

ST TRV ITY A RURRES RE ) (R JF- P FPTIE V- RV Bt g

il o ey oS8 €y gl B iy @l S e LS WY1 Sasmad] Y

2l e L 35 ,adh 38,80 L Jy Wl



TYY Yo o8 i s ¥V 5 () 0F sl = e I 5 4

() Services:

(1) Ountstde services: The costs of contracts tor consultants, services
and utilities procured trom tlurd parties.

(2) Cost of services performed by EGAS or by CONTRACTOR, o
their Atfiliated Compames m tacilities mside or outside the
AR E Regular, recurting, routine services, such as interpreting
magnetic tapes andior other analvses, shall be performed and
charged by EGAS andior CONTRACTOR or their Aftfihiated
Companies at an agreed contracted price. Major projects
imvolving engineering and design services shall be performed by
EGAS and/or CONTRACTOR or thenr Atfihated Companies at
a negotiated contract amount.

(3) Use of EGAS, CONTRACTOR s or thewr Atfiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownerslup and operation, but not

1N excess of competitive rates then prevailling in the AR E. .

(4) CONTRACTOR s and CONTRACTOR s Athhated Companies
rates shall not imclude any admunustrative or overthead costs
other than what 1s mentioned i Article IICk)(2) of thus Annex,

(g) Damages and Losses:

All costs or expenses. necessary to replace or repair damages o
losses incured by fire, flood, storm. thett, accident or any other
cause not controllable by CONTRACTOR or the Jomt Venfune
Company  through the exercise of reasonable  diligence.
CONTRACTOR or the Jomnt Ventwe Company shall furnush EGAS
and CONTRACTOR with a wiitten notice of damages or losses
mcurted 1 excess of ten thousand U.S. Dollars ($10 000) per
occurtence, as soon as practicable atter report of the same has been
tecerved by CONTRACTOR or the Jomnt Venture Company.
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(h) Insurance and Claims:

The cost of anv public liability, property damage and other msuwrance
against hiabilities of CONTRACTOR. the Jomt Ventwre Company
and/or the parties or any of them to then emplovees and/or outsiders
as may be requured by the laws, 1ales and regulations of the
GOVERNMENT or as the parties may agiee upon. The proceeds of
any such mswance or claum collectad, less the actual cost of making
a claim. shall be credited against operations.
[t no mswrance 1s carrled tor a particular nsk, mm accordance with
good mternational petroleum industty practices, all related actual
expendifmes meured and paid by CONTRACTOR or the Jomnt
Venture Company 1 seftlement of any and all losses, claums.
damages. udgiments and any other expenses, including legal services.

(i) Indirect Expenses:
Camp overthead and facilities such as shore base. warehouses, water
svistems, road svstems. salaries and expenses of field supervisory
personnel, field cletks, assistants and other general emplovees
1ndirectly serving the Area.

(j) Legal Expenses:

All costs and expenses of lifigation, o1 legal services otherwise
necessaly or expedient tor the protection of the Area. mcluding
attorneyv's fees and expenses as herematter provided, together with
all judgments obtained against the parties or any of them on account
ot the operations under the Agreement, and actual expenses incurred
by any party or parties hereto m secwing evidence for the pmpose of
detenchng agamst any action or claim prosecuted or wged agamst
the operations or the subyect matter of the Agreement. In the event
actions or ¢laims atfecting the interests hereunder are handled by the
legal staff of one or more of the paties hereto, a chaige
commensuiate with the cost of provichng and furmshing 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 m the A RE andior other offices established i the
ARE. as appropriate other than field otfices, wluch shall be
charged as provided tor m Article II(1) of tlhus Annex, and
excepting salaties of emplovees of CONTRACTOR who are
temporanly assigned to and diectly serving on the Area, which
shall be charged as provided tor in Article IID) of this Ammex.

(2) CONTRACTOR s admuustrative overhead outside the ARE.

applicable to Exploration operations i the A RE. shall be

charged each month at the rate of tive percent (5%) ot total

Exploration expencitunes, provided that no  admmistrative

ovethead of CONTRACTOR outside the A R.E. applicable to

A RE. Exploration operations shall be charged tor Exploration

operations concucted by the Joint Venture Company. No other

direct charges as such tor CONTRACTOR's adnunustrative
ovethead outside the ARE shall be applied agamst the

Exploration obligations. Examples of the type of costs

CONTRACTOR 15 mcurring and charging hereunder due to

activities under tlhus Agreement and covered by said percentage

aLe:

I- Executive - time of executive officers.

2- Treasury - tinancial and exchange problems.

3- Purchasing - procuring maternials, equupiment and supplies.

4- Exploration and Production - durecting, advising and controlling
the entire project.

5- Other departments such as legal, controlling and engineering
wlich contiibute thme, knowledge and experience to the
operations.

The toregoing does not preclude charging for dimect service

under Article I 2) of thus Annex
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(3) While the Joint Venture Company 1s conducting operations, the
Jomt Ventwre Company’s personnel engaged in general clerical
and office work, supervisors and officers whose time 13
generally spent 1 the main office and not the field, and all
emplovees generally considered as general and admumstrative
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.
(I) Taxes:

All taxes, duties or levies paid i the ARE. by CONTRACTOR or
the Jomt Ventwwe Company with respect to this Agreement other

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

Costs of CONTRACTOR activities requuired under the Agreement
and mecurred exclusively 1 the ARE. after the Jomt Ventwwe
Company 1s formed. No sales expenses imcwred outside or mside 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,

imncwred by CONTRACTOR or the Joint Venture Company wunder

approved Work Programs and budgets.
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ARTICLE II1
INVENTORIES

(a) Periodic Inventories, Notice and Representation:
At reasonable mtervals as agreed upon by EGAS and CONTRACTOR
mventones shall be taken by the Jomt Ventwme Company of the
operations materials, wluch shall mclade all such materials, physical
assets and construction projects. Wiitten notice of itention to take
mventory shall be given by the Jomnt Venture Clompany to EGAS and
CONTRACTOR at least thuty (30) davs betore any mventary 1s to
begin so that EGAS and CONTRACTOR may bz represented when
any mventory 15 taken. Faillure of EGAS andior CONTRACTOR to
be represented at an wnventory shall bind them to accept the
mventory taken by the Jomt Ventme Company, who shall in that
event furmsh the party not represented with a copy thereot

() Reconciliation and Adjustment of Inventories:
Reconciliation of mventory shall be made by CONTRACTOR and
EGAS, and a list of overages and shortages shall be jomntly
determined by the Jomnt Venture Company and CONTRACTOR and
EGAS, and the mnventory adpusted by the Joint Venture Company.

ARTICLE IV
COST RECOVERY

(2) Statements of Recovery of Costs and of Cost Recovery Petroleum:

CONTRACTOR shall, pwsuant to Article VII of the Agreement.

render to EGAS as promptly as practicable but not later than fifteen

(15) davs after receipt friom the Jomt Ventwe Company of the

Statements for Development and Exploration Activity for the

calendar quarter a "Statement” tor that quarter showing:

- Recoverable costs catrted forward from the previous quarter, if
Aly .

2- Recoverable costs imcurred and paid chning the quarter.
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3- Total recoverable costs tor the quarter (1) +(2).

4- Value of C'ost Recovery Petrolenm taken and separately disposad
of by CONTRACTOR for the quarter.

5- Amount of costs recovered tor the quarter.

0- Amount of recoverable costs carrted torward mto the succeeding
quarter. 1f any.

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

(I) Payments:

It such Statement shows an amount due to EGAS, pavment of that
amount shall be made 1in U8, Dollars by CONTRACTOR with the
rencition of such Statement. It CONTRACTOR fails to make any
such payment to EGAS on the date when such payvment 15 due, then
CONTRACTOR shall pay interest of two and one half percent
2.5%) per annum ligher than the London Intetbank Borrowing
Offered Rate (LIBOR), for tlheee (3) months U.S. Dollars deposits
prevalling on the date such interest 1s calculated Such interest
pavinent shall not be recoverable.

(¢) Settlement of Excess Cost Recovery Petroleum:

EGAS has the night to take 1ts enfitlement of Excess Clost Recoveary
Petroleum under Article ¥VII(a)2) ot the Agreement 1 kind during
the said quarter. A settlement shall be requured with the renchtion of
such Statements 1 case CONTRACTOR has taken more than 1ts
own entitlement of such Excess Cost Recovery Petroleum

(d) Audit Right:

EGAS shall have the nght witlun a penod of twelve (12) months
from receipt of any Statement under thus Article IV 1 which to aundit
and raise objection to any such Statement EGAS and
CONTRACTOR shall agree on any requred admustments.
Supporting documents and accomnts will be avallable to EGAS
curing said twelve (12) month penod.
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ARTICLE Y
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:
CONTRACTOR shall establish an Exploration Obligation Control
Account and an off setting contra account to control therein the total
amount of Exploration expenditines reported on Statements of
acfivity prepared in accordance with Article I(b)(1) of tlus Annex,
less any reductions agreed to by EGAS and CONTRACTOR
tollowing written exceptions taken by a non-operator pursuant to
Article I{c) 1) of this Annex, 1 order to deternune when mumnum
Exploration obligations have been met.
Cost Recovery Control Account:
CONTRACTOR shall establish a Cost Recovery Control Account
and an off-setting contra account to control therein, the amount of
cost rematng to be recovered, if any, the amount of cost recoverad
and the value of Excess Cost Recovery Petroleum, if any.

(c) Major Accounts:

For the purpose of classitying costs, expenses and expenditures for
Cost Recovery Petroleum as well as for the purpose of establishing
when the numnum Exploration obligations have been met, costs,
expenses and expenditiwes shall be recorded 1 major accounts
including the following:

- Exploration Expenditures;

- Development Expenditures other than Operating Expenses;

- Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Clost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 15 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided for in the Agreement,
that any A R.E. Income Taxes paid by EGAS on CONTRACTOR’s
behalf constitute additional income to CONTRACTOR, and this
additional 1ncome 15 also subject to A RE. income tax, that 1s "grossed

up”.

"CONTRACTOR s annual mcome”, as deternuned i Article III(g)(2) of
this Agreement, less the amount equal to CONTRACTOR s grossed-up
Egyptian income tax liability, shall be CONTRACTOR s "Provisional

Income".

he "Grossed- ‘alue” 15 an amount added to Provisional Income tc
The "Grossed-up Value" 15 an amount added to Provisional Income to
give "Taxable Income”, such that the grossed-up value 1s equivalent to

the A.R.E. Income Taxes.
THEREFORE:
Taxable Income = Provisional Income + Grossed-up Value
and
Grossed-up Value = A R E. Income Tax on Taxable Income.

It the "AR.E. Income Tax rate". which means the effective or
composite tax rate due to the vanous AR E. taxes levied on imcome or

profits, 15 constant and not dependent on the level of income, then:
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Grossed-up Value = A R E. income tax rate x Taxable Income.

Combining the first and last equations above

Provisional income X Tax Rate
| - Tax Rate

where the tax rate 13 expressed as a decimal.

Grossed-up Value =

The above computations are illustrated by the following mumnerical example.
Assuming that the Provisional Income 1s $10 and the A R.E. Income Tax
rate 15 torty percent (40%), then the Grossed-up Value 15 equal to:

BLOX 04  _gp6n

1 - (1.4
Therefore:
Provisional income $ 10,00
+  Grossed-up Value + 6.67
= Taxable Income 1667
- A RE. Income Taxes at 40% - 6.67

= (CONTRACTOR s Income atter taxes $§ 1000
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