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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING
COMPANY
AND
TOTAL E&P EGYPTE
AND
ENEL TRADE S.p.A.
IN
EAST EL BURULLUS OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.
This Agreement made and entered on this ------ day of ------200 by and

between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
vartously as the "AR.E." or as the "GOVERNMENT"), the EGYPTIAN
NATURAL GAS HOLDING COMPANY , a legal entity created by the
Prime Mimster Decree No. 1009 of 2001, as amended, and according to
Law No. 203 of 1991. as amended (herematter referred to as "EGAS"),
TOTAL E&P EGYPTE a corporation organmzed and existing under the
laws of France (hereinatter reterred to as "TOTAL"and ENEL TRADE
Sp.A., a Jomt Stock company with sole share holder orgamzed and
exusting under the laws of Italy (herematier refeired to as "ENEL"). TOTAL
and ENEL shall be hereinatter reterred to collectively as "CONTRACTOR"
and mdividually as "Contractor Member”.
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WITNESSETH

WHEREAS, all nunerals, mcluding Petroleum, existing in nunes and
quarries 1 the AR E., mcluding its territorial waters, and i the seabed
subject to 1ts junsdiction and extending bevond its territorial waters, are
the property of the State;

WHEREAS, EGAS has applied to the GOVERNMENT for an exclusive
concession for the Exploration and exploitation of Petroleum in and
throughout the Area referred to m Article II, and described in Annex "A"
and shown approximately on Annex "B", wliuch are attached hereto and
made part hereot’, (hereinatter reterred to as the "Area"),

WHEREAS TOTAL and ENEL agree to undertake thewr obligations
provided herematter as CONTRACTOR with respect to the Exploration,
Development and production of Petroleum in EAST EL BURULLUS
OFFSHORE AREA, MEDITERRANEAN SEA;

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

WHEREAS, the Minister of Petroleum, pwsuant to the provisions of
Law No. 86 of 1956 as amended, may enter into a concession agreement
with EGAS, and with TOTAL and ENEL as a CONTRACTOR 1n the
sald Area.

NOW, THEREFORE., the parties hereto agree as follows:

ARTICLE I
DEFINITIONS
(a) "Affilhated Company” means a company.

(1) of which the share capital. conferring a majorty of votes at
stockholders™ meetings of such company, 1s 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
party hereto; or
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(111) of which the share capital confeiring a majonty ot 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 duectly or indirectly by the same
conpany.

() "Agreement” means tlus Concession Agreement andits  Annexes.
(¢) "ARE"means the Arab Republic of Egvpt.

(d)  “"Barrel” shall consist of forty-two (42) United States gallons, liquud
measie, colrectad to a temperate of sixty degrees Fahrenheit
(60°F) at atmospheric pressure of 14.696 PSIA.

(2) "Brent Price” means the sumple arithmetic average of the monthly
average price of the Mid of Platts Prices Dated Brent for six (6)
months (-1, t-2. t-3_t-4, t-5, t-6) munediately preceding the month
of dehivery of the sold Gas expressed in U.S Dollars/Barrel. "Dated
Brent” means the price assessment 1 USEDbI (calculated nsing the
average of the mean of the daly lhughs and lows of Brent
cuotations) as published in Platts Ciude O1l Market wire report.

(t) "BTU" (British Thermal Unit) means the amount of energy requirad
to ra1se the temperature of one (1) pound of pure water by one (1)
degree Falwenheit from sixty degiees Faluenheit (60°F) to
sixty-one degrees Falwenheit (61°F) at a constant presswwe of
14696 PSIA.

(g) "Calendar Year" means a period of twelve (12) months from
1 January to 315 December according to the Gragorian calendar.

(ly "Commercial Gas/Oil Well" means the tist well at any geological
teattne found to be capable to produce at econonuc rate. The
discovery date of the Commercial Well shall be the date EGAS and
CONTRACTOR agree upon the evaluation results.

(1)  "Commercial Production” means Petrolewmn produced and saved for
regular shupment or delivery, as mayv be applicable tor O1l or Gas.
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() "Commercial Production Commencement” means the date on which

(D)

the tirst regular shupment of Crude Ol or the tist regular delivenies
of Gas are made.

"CONTRACTOR" could be one or maore companes (each company
to be mdividually reterred to as a "CONTRACTOR Member™).
Unless moditied m  accordance  with  Article XXI herein,
CONTRACTOR under this Agreement shall mean TOTAL and
ENEL.

"Development” imcludes, without lumitation, all the operations and
activities pursuant to approved Work Programs and budgets under
this Agreement with respect to:

(1) dnlhng, plugging, deepening. side  tracking,  re-drlling,
conpletion and equipping of development wells, and the
change ot a well status, and

(1) design, engimeermg, constiuction., mstallation, servicing and
maintenance of equipment. lines, svstems tacilities, plants and
related operations to produce and operate said development
wells,  taking, saving., treatment, handling, storage,
fransportation and delivery of Petroleum, re-pressuing.
recveling and other secondary recovery projects, and

(1) transportation. storage and any other work or activities
necessary o1 ancillary to the activities specitied m (1) and (1)
above,

(m) "Development Plock" means an area the corner points ot which have

(1)

to be comcident with one (1) munute by one (1) munute latitude and
longitude divisions according to the International Coordinates Grid
System, where possible, or with the exusting boundanies ot the Alea
coverad by this Concession Agreement as set out i Annax "A".
"Development Lease(3)" means the area that covers one or more
Development Block(s) covering the geological stiuctine capable of
production. the corner points of which have to be cotncident with
latitude and longitude divisions accorchng to the International
Coordinates Grid Svstem, where possible, or with the exusting
boundanies of the Area covered by this Concession Agreement as
set out 1n Annex "A".
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(0)

(P)

(@

(5)

(t)

"Effective Date" means the date on which the text of tlus Agreement
15 signed by the GOVERNMENT, EGAS and CONTRACTOR,

after the relevant Law 1s 1ssued.

"EGPC" means the Egyvptian General Petroleum Corporation, a legal

entity created by Law No. 167 of 1938, as amended.

"Exploration” includes such geological, geophysical, aerial and other
surveys as may be contained in the approved Exploration Woik
Programs and budgets, and the dulling of shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appratsal of Petroleum discoveries and other related holes and
wells, and the purchase or acquusition of such supplies, materials,
services and equipment therefore, all as may be contaimned in the
approved Work Programs and budgets. The verb "explore” means

the act of conducting Exploration.

"Exploration Block" means an area the corner points of which are
comnctdent with three (3) nunutes by three (3) nunutes latitude and
longitude divisions according to the International Coordinates Grid
System, where possible, or with the existing boundaries of the Area

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

"Financial Year" means the GOVERNMENT s tinancial Year

according to the laws and regulations of the AR E. .

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

after removal of LPG.
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()  "Gas Sales Agreement” means a wiitten agreement enterad into

(w)

(X)

(V)

(Z)

(aa)

(bhb)

pusuant to Article VII{e) betwean EGAS and CONTRACTOR (as
sellers) and EGAS andior a third party agreed upon by EGAS (as
buvers), wluch confamns the terms and condifions tor Gas sales
firom a Development Lease.

"Jomt Ventire Company” 13 a company to be formed 1n accordance
with Article VI and Annex "D" of this Agreement.

"Liqquud Crude Onl” or "Chiade Onl® o "Onl" means any hvdrocarbon
produced from the Area wlich1s 1n a hqud state at the wellhead o
lease separators or which 15 extracted from the Gas or casinghead
Gas 1 a plant. Such hiquid state shall exist at sixty degrees
Falwenheit (60°F) and atmosphenc pressure of 14.696 PSIA. Such
term includes distillate and condensate.

"LNG" means Liquefied Natural Gas.

"LPG" means Liquetied Petrolewum Gas, wlhich 1s a muxture principally
of butane and propane hquetied by pressiwe and temperate.

"Operator” means CONTRACTOR (if 1t 15 one company) or one of
the CONTRACTOR Members (f they are more than one
company). as the case mav be, appointed by them to be the entity to
which, from wlich and m whose name all notifications related to or
1 connection with thus Concession Agreement shall be made,
CONTRACTOR shall notity the name ot the Operator to EGAS.
"Petroleum” means Liquud Ciude O1l of vanous densities, asphalt,
Gas, casinghead Gas and all other hydrocarbon substances that may
be tound 1, and produced. or otherwise obtained and saved from
the Area under this Agreament, and all substances that may be
extracted there trom.

"Standard Cubic Foot (SCF)" 15 the amount of Gas necessary to fill
one (1) cubic toot of space at atmospheric pressure ot 14 696 PSIA
at a base temperature of sixty degrees Fahrenheit (60°F).
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(cc) "Tax Year" means the pertod of twelve (12) months according to the
laws and regulations of the AR E.
(dd) "Year" means a period of twelve (12) months according to the

Gregorian calendar,

ARTICLE 11
ANNEXES TO THE AGREEMENT

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

Agreement, hereinatter referred to as the "Area”.

Annex "B" 13 a provisional illustrative map on the scale of
approxumately (1: 900 000) mdicating the Area covered and atfected by

this Agreement and described in Annex "A".

Annex "C" 15 the form of a Bank or Production Letter of Guarantee to
be subnutted by CONTRACTOR to EGAS one (1) day before the tume of
signature by the Minister of Petrolewm of this Agreement for the sum of
one hundred twenty five mullion U.S. Dollars ($ 125 004 000), to
guarantee the execution of CONTRACTOR™s numnmuum Exploration
obligations hereunder for the first four (4) Year Exploration period. In
case CONTRACTOR extends the furst Exploration period for a second
Exploration period, of two (2) vears in accordance with Article IIT (b) of
this Agreement, smular Letter of Guarantee shall be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR exercises
1ts option to extend. Such Letter of Guarantee wluch 1s related to the
second Exploration period shall be for the sum of fifty nullion U.S.
Dollars (§ 50 000 000), less any excess expenditures incurred in the

preceding Exploration period permitted for carry torward i accordance
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with Article IV (L) thad paragraph of thus Agreement and approved by
EGAS. In case of any shortfall {the ditference between the amount of
CONTRACTOR s financial obligation of any Exploration period minus
[the total amount approved by EGAS tor the same concerned obligation
pertod plus any canry forward approved by EGAS from the previous
period, 1t any] ), EGAS shall notity CONTRACTOR 1n witting by the
value of such shorttall. Withun fifteen (15) davs tfrom the date of this
notification, CONTRACTOR shall transter the amount of the shortfall to
EGAS™ account and 1f CONTRACTOR did not transter thus shorttall
within the mentioned fifteen (15) davs, EGAS has the nght to liquidate
the concernead letter of Guarantee, Each of the two (2) Letters of
Cmarantee shall remain etfective tor six (6) months atter the end ot the
relevant Exploration period tor wluch 1t has been 1ssued, except as 1t may
be expured prior to that time 1 accordance with the teims thereof

Annex "D" 15 the torm of a Charter of the Jant Venture Company to be

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

If Gas 1z disposed ot for export, the pomnt of delivery shall be agreed by
EGAS and CONTRACTOR.

Annexes "A", "B "CT, "D "E" and "F" to tlus Agreement are hereby
made pat hereot, and theyv shall be considered as having equal torce and

effect with the provisions of this Agreement.
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ARTICLE III
GRANT OF RIGHTS AND TERM
The GOVERNMENT hereby grants EGAS and CONTRACTOR, subject

to the tertms. covenants and conditions set out 1n this Agreement., which

1nsotar as thev mav be confrary to or meonsistent with any provisions ot

Law No. 66 of 1953, as amended, shall have the toirce of law. an

exclusive concession n and to the Area described m Annexes "A" and

"B".

(a) The GOVERNMENT shall own and be entitlad to. as heretnatter
provided, a rovalty 1n cash or m kmd of ten percent (10%) ot the
total quantity of Petrolewm produced and saved from the Area
during the Development pertod (ncluding its extension, 1f any).
Sard rovalty shall be bomne and paid by EGAS and shall not be the
obligation of CONTRACTOR. The paviment of rovalties by EGAS
shall not be deemed to result 1 an mcome attitbutable to the
CONTRACTOR.

(by A fust Exploration pariod of fow (4) Years shall start from the
Etfective Date. One (1) successive extension which 1s the second
Exploration pertod. of two (2) vears. shall be granted to
CONTRACTOR at 1ts option, upon written notice given to EGAS
not less than thuty (30) davs prior to the end of the fust Exploration
pertod. as may be extended pursuant to the provisions of Article V,
and subject only to CONTRACTOR having tulfilled its obhgations
hereunder for that period. Thus Agreement shall be ternunated 1t
neither a Commercial Ol Discovery nor a Commercial  Gas
Discovely 15 established by the end of the sixth (6™ Year of the
Exploration pertod. as may be extended parsuant to Article V. The
election by EGAS to undertalke a sole 1k venture vnder paragraph (c)
bzlow shall neither extend the Exploration period nor atfect the
ternunation of this Agreement as to CONTRACTOR.
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(¢c) Commercial Discovery:

(1)

(1)

A "Commercial Discovery” whether of O1l o Gas may consist

of one (1) producing reservorr or a gronp of producing
reservolrs which 13 worthy of bemg developed conunercially,
After  discovery of a Commerctal Ol or Gas  Well,
CONTRACTOR shall, unless otherwise agreed upon with
EGAS, undertalte as part of its Exploration program the
appraisal of the discovery by dilling one (1) or more appraisal
wells, to detemmune whether such discovery 1s worthy of bemng
developed commercially. taking 1into consideration  the
recoverable reserves, production, pipeline and terminal tacilities
requured, estunated Petroleum prices. and all other 1elevant
tecluucal and economic factors.

The provisions laid down herein postulate the wuty and
mdivisibality of the concepts of Conunercial Discovery and
Development Lease. They shall apply nntormly to Oul and Gas,
unless otherwise specified.

(1) CONTRACTOR shall give notice of a Conunercial Discovery

to EGAS mumediately atter the discovery 1s considered by
CONTRACTOR to be worthy of conunercial development but
i any event, with respect to a Conunercial O Well, not latex
than thuty (30) days tollowing the completion ot the second
appratsal well or twelve (12) months tollowing the date of the
discovery of the Commercial O1l Well, whichever 15 eatlier, o
with respect to a Commerclal Gas Well, not later than twenty
tomr (24) months following the date of the discovery ot the
Conunercial Gas Well (nnless EGAS agrees to extend such
pertod); except that CONTRACTOR shall also have the right to
give such notice of Conunercial Discovery with respect to any
leselvoll o1 leservolrs even 1t the well(s) thereon are not
commerclal witlun the defirution of Conmmercial Oil or Gas
Well 1f, 1 1ty opuon, a reservolr of a group of reservolrs,
considered collechively. could be worthy of conunercial
development.



Yo 8 G s ¥V 3 (1) gl OF sl — B I 54 ) YA

o) SlaasNG [asl b of 3 Laaf gt Jslial
S s 33l gt o gl O (B s BIL Bl 8 3l

BU 5 g el GLEESYG Lol Yl adats ol iss
Olblaal Lo &y aad) s ludl 2ol SLazsW ideaizt SULS
Jebsdy Jadlesy LYl dhany BBl sy gzl ez a1
oad | a5 oW L Mg 5 GBI Lo ghase 5L
o L) L il (4,381 Gyalasi¥ly il Jlymall S5 ds ol
A3 b Ao ulaa] 385
Culd o )\F BLaasy HUas] Ml o e Logs (1) G M5 3
UL B lir iy Lo g lazaT Jylally (ulo] Tis 5L
o G SLS s pmy o L SN o s 7 pio b g Lol
S ekl g (g lomattl OLaaS¥ 7 55K AKE L 3
sl ALY 5y Ao LS Lo Jylally ulony] 48 G315

Cosld Gl BLaast Jylall s mmy oy 56 o 26 ey LaasT 5 134 ()

S 4315 () Bkl sdn (8 Dl 5,83 LG L, 5L
1 el 3adod) sabl e Wil gon (3) dorly el & Lol Ay polons¥
Gl o lantl] GLaaS Y e o Uae] Sy Uil pmuditns LS 3
exn Y JLST da el (VW) Ltie WG o Loaisl aiay ol o 5LalS
LSt sy s (Y0) (o riien g e < Liai S o) Sl i, 12
Coll 36 3 b pasy ity o o SN L [y s Y
PPN [ PUERCYE LY PN JUU N PONC g PO = P BN JNEN
oo Lo () Ot ag @llSy 330 pulons] Oy o gl 1S
wicd BN N pamizy ol oy il ldy JyLall b, s



Yo Y8 s ¥V S (D) 22U oY suadl = e 5 2

CONTRACTOR may also give a notice of a Conmumercial Ol
Discovery i the event 1t wishes to undertake a Gas recveling

project.

A notice of Commercial Gas Discovery shall contain all
detailed particulars ot the discovery, and especially the Alea
contarning 1ecoverable 1eserves. the estimated production
potential and protfile . tield hife, Gas analysis, the requued
pipelme and production tacilities, estinated Petrolenm prices,
and all other relevant techmcal and economic tactors (unless

otherwise agreed upon by EGAS).

Within sixty (60) davs from receipt of a notice of a Clomimercial
Ol or Gas Discovery, EGAS and CONTRACTOR shall start
meeting and reviewimng together all appropiate data with a view
to mutually agree upon the existence of a Conmunercial
Discovery as soon as possible. The date of Commercial
Discovery shall be the date EGAS and CONTRACTOR jountly

agree 1n witting that a Conumercial Discovery does exist.

(v) It Crude Ol or Gas 1s discovered but 13 not deemed by
CONTRACTOR to be a Conunercial O1l or Gas Discovery
under the above provisions of this paragraph {(¢). EGAS shall
ong (1) month atter the expuation of the perod specified above
withim wlnch CONTRACTOR can give notice of a Conumercial
Ol or Gas Discovery, or thirteen (13) months atter the
completion of a well not considered to bz a Comumercial Onl
Well or twenty five (235) months after the completion of a well
not consideared to be a Commercial Gas Well, have the nght.
tollowing sixty (60) davs wiitten notice to CONTRACTOR, at

1ts sole cost. 1sk and expense. to develop. produce and dispose
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of all Ciide il or Gas trom the geological teature on which the
well has been drlled. Saird notice shall state the specific area
coveling said geological teatwre to be developed, the wells to be

chlled, the production facilities to be installed and EGAS
estimated cost thereof. Withun thuty (30) davs after receipt of
sard notice CONTRACTOR mav, m wiiting, elect to develop
such area as hereunder provided tor in the case of Conumercial
Discovery. In such event all terms of tlus Agreement shall

continue to apply to the specitied area.

It CONTRACTOR elects not to develop such area, the specific
area covering sald geological feature shall be set aside for sole
sk operations by EGAS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petroleum
mcustry practice. EGAS shall be entitled to perform or, 1 the
event the Jomt Venture Company has come 1nto existence, to
have the JTont Venture Clompany pertorm such operations tor
the account of EGAS and at EGAS sole cost, sk and expense.
When EGAS has recovered from the Petroleum produced from
such specitic area a quantity of Petroleum equal 1 value to
three lmindied percent (300%) of the cost 1t has incuired n
carrying out the sole 1isk operations, CONTRACTOR shall
have the option. only 1 the event that there has bzen a separate
Commercial il or Gas Discovery, elsewhere within the Area,
to share 1n further Development and production ot that specific
area upon paving EGAS one hundred percent (1()%6) of such

costs mcurred by EGAS.

Such one lnndred percent (1009%) paviment shall not be
recovered by CONTRACTOR. Inunedhately following such

pavinent, the specific area shall either (1) revert to the status of
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an ordinary Development Lease under this Agreement and
thereatter shall be operated tn accordance with the terms hereot;,
or (11) alternatively, 1 the event that at such time EGAS on 1ts
Affiliated Company 15 conducting Development operations in
the area at its sole expense and EGAS elects to contmue
operating, the area shall remain set aside and CONTRACTOR
shall only be entitled to 1ts production shaiing percentages ot
the Ciude O1l or Gas as specitied 1 Article VII(b). The sole
115k Ciude O1l or Gas shall be valued 11 the manner provided
for 1 Article VII(c) In the event of any termunation of this
Agreement under the provisions of Article IIIDL). this
Agreement shall. however, continne to apply to EGAS
operation ot any sole nsk ventwe hereunder, although this
Agreement shall have Dbeen ternunated with 1espect to
CONTRACTOR pursuant to the provisions ot Article ITI(D).

(d)y Conversion to a Development Lease:

(1) Followmg 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 nutually agreed upon by EGAS
and CONTRACTOR and be subject to the approval of the
Muuster of Petrolemmn. Such area shall then be converted
antomatically inte a Development Lease without the 1ssue of

any additional legal mstiument o1 permission.

(1) Following the conversion of an area mto a Development Lease
based on a Commercial Gas Discovery (or upon the discovery
of Gas i a Development Lease granted followimg a
Commercial Ol Discovery), EGAS and CONTRACTOR shall

endeavor with diligence to find adequate marlkets capable of
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absorbing the production of Gas. With respect to the local
markest EGAS shall advise CONTRACTOR 1f EGAS requures
such Gas tor the local market, and the expected annual schedule
of demand tor such Gas, Thereatter, 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. 1 case of agreement, the Gas thus
made available shall be disposed of to EGAS under a long-term
Cras Sales Agreement 1n accordance with and subject to the
conditions set torth in Article VIL

(1) The Development period of each Development Lease shall be

as tollows:

(aa) In respect of a Commercial O1l Discoveary, twenty (20)

Years from the date of such Conmmercial Oi1l Discovery
plus the Extension Period (as detined below), providad
that, 1f after the conversion of a Conunercial O1l Discovery
into a Development Lease, Gas 1s discoverad in the same
Development Lease and 135 nsed or 15 capable of being used
locally o1 for export hereunder, the penod of the
Development Lease shall be extended only wiath 1espect to
such Gas. LPG extracted trom such Gas and Crude Od 1n
the torm of condensate produced with such Gas for twenty
(20) Years from the date of fist deliveries of quantities of
Gas locally or for export plus the Extension Pertod (as
detined below), provided that the dwation of such
Development Lease based on a Commercial Oil Discovery
shall not be extended bevond thuty five (33) Years from
the date of such Conmmercial Oil Discovery,

CONTRACTOR shall mmediately notity EGAS of any
Gas discovery but shall not be requured to apply tor a new
Development Lease 1n respect of such Gas.
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(bb) In respect of a Comumercial Gas Discovery, twenty (2}

(ce)

Years from the date of fust deliveries of Gas locally or tor
export plus the Extension Penod (as defined below):
provided that. if atter the conversion of a Comimercial Gas
Discovery into a Development Lease, Crude O1l 15 discoverad
in the same Development Lease. CONTRACTOR s share
of such Crude O1l from the Development Lease (except
LPG extracted from Gas or Crude O1l 1 the form of
condensate produced with Gas) and Gas associated with
such Crude Ol shall revert entirely to EGAS upon the
expny of twenty (20) Years from the date of such Crude
O1l Conmmercial Discovery plus the Extension Pentod (as
defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall m no case exceed
tlharts-five (33) Years from the date of such Commercial
Gas Discovery,

CONTRACTOR shall immediately notity EGAS of any
Cruade Onl dhiscovery but shall not be requured to apply tor a
new Development Lease 1n respect of such Cimde Ol

The notitication to EGAS of the discovery of Gas m a
Development Lease based on Commercial O1l Discovery.,
or vice versa. should iclude all techimcal mmformation
mentionad 1 Article III(¢)(1) and (1) above.

(cd) The "Extension Perrod” shall mean a pertod of five (5) Years

which may be elected by CONTRACTOR upon s1x (6)
months prior witten request sent by CONTRACTOR to
EGAS prior to the expuy of the relevant twenty (20) Year
period supplemented by teclhimcal studies, inclucing the
evaluation of production period, the expected levels of
production durmg the Extension Period, CONTRACTOR s
obligations and relevant econonuc considerations. The
Extension Period 15 subject to the approval of the Muuster
of Petroleun.
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(e) Development operations shall, upon the 1ssuance of a Development

Lease granted tollowing a Commercial O1l Discovery, be started
promptly by the Jomt Ventwe Company and conducted in
accordance with good Petroleum fields™ practices and accepted
Petroleum engineering principles. unti the field 1s considered to be
fully developed. It 13 understood that 1f associated Gas 13 not
utihized, EGAS and CONTRACTOR shall negotiate i good taith
on the best way to avord impairing the production i the mterests of
the parties.

[n the event ne Commercial Production of Oil m regular shipments
15 established from any Development Block m any Development
Lease at the end of towr (4) Years trom the date ot the Commercial
O1l Discovery, the CONTRACTOR shall munediately relingquish
such Development Block, unless 1t 1s sharng i production with
another  Clommercial Oil o Gas Discovery i the same
Development Lease. a periodical revision shall take place evary
thuee (3) vears during the same development lease period, 1n order
to relinqush any development block not producing or not
contributing to production m the same development lease.

Upon the issuance of a Development Lease granted tollowing a
Commercial Gas Discovery, Development operations 1n respect of
Gas and Crade Oil mn the foom of condensate or LPG to be
produced with or extracted from such Gas shall, upon the signature
of a Gas Sales Agrezment or conmmencement of a scheme to
dispose of the Gas. whether for export as reterred to 1in Article VII
or otherwise, be started promptly by the Jomnt Venture Company
and be conductad in accordance with good gas field practices and
accepted Petrolewm engineenng prnciples and the provisions of
such agreement or scheme.

[n the event no Commercial Production of Gas 13 established 1
accordance to the gas dehivery date as agreed upon i the Gas Sales
Agreement, the Development Lease relating to such Gas shall be
relingushed totally within six (6) months from the agreed gas
delivery date.
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[ the event no Commercial Production of Gas m regular deliveries
15 established from any Development Block m any Development
Lease at the end of four (4) Years from the date of the fust Gas
deliveries either locally or for export, the CONTRACTOR shall
mumediately  relinquush such Development Block, unless 1t 13
sharing 1 production with another Commmercial il or Gas
Discovery in the same Development Lease, a pertodical revision
shall take place every threz (3) vears duning the same development
lease penod, m order to relinquush any development block not
producing or not contributing to  production i the same
development lease.

Each Development Block in a Development Lease being pantly
within the radivg of dramage of any producing well 1 such
Development Lease shall be considered as participating i the
C'ommercial Production referred to above.

[t, upon application by CONTRACTOR, 1t 15 recognized by EGAS
that Crude (il or Gas 15 being drained from an Exploration Blocls
under this Agresment mto a Development Block on an adjoining
concession area held by the same CONTRACTOR or another
contractor, such Exploration Block being  drained shall  be
considered as participating 1 the Conunercial Production of the
Development Block 1n question and the Exploration Block bemng
dramed shall be converted mnto a Development Lease with the
ensuing  allocation of costs and production (calculated trom the
Ettective Date or the date such drammage occws, wlichever 1s later)
between the two concession areas. The allocation of such costs and

production under each concession agreement shall be i the same
portton that the recoverable 1eserves m the dramed geological
stiuctine underlyving each concession area bears to the total recoverable
reserves of such stiuctwe undeilving both concession areas. The
production allocated to a concession area shall be priced according
to the concession agreement covering that concession area.
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(1)

In case of fallure by the CONTRACTOR or the contractor(s) in
each 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 expert
determination, the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the nght to
interfere and duce the CONTRACTOR and contractor(s) 1n each
concession area to fully cooperate and resolve the drainage matter
1 expedient manner as per the expert decision, such that neither
contractor shall be unjustifiably enriched. The cost of the expert

shall 1 no event be recovered 1m both concessions.

CONTRACTOR shall bear and pay all the costs and expenses
required 1 carrying out all the operations under thus Agresment, but
such costs and expenses shall not include any mterest on
mvestment. CONTRACTOR shall look only to the Petroleum to
which 1t 15 entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
i Article VII Durning the term of tlhus Agreement, the total
production achieved 1 the conduct of such operations shall be
divided between EGAS and CONTRACTOR in accordance with

the provisions of Article VII.

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

Egyptian income tax laws 1 A R E. and shall comply with the
requirements of such laws with respect to the filing of returns,
the assessment of tax, and keeping and showing of books and

records.
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(2)

(3)

CONTRACTOR shall be hable to prepare the income tax return

statement. CONTRACTOR  shall  subnut  the tax retun
statement to EGAS at least twenty five (23) davs prior to the
due date of subnutting thereof to the tax authonty. EGAS shall
have the nght to review the tax retuin statement m order to
approve the tax calculation theremn EGAS shall provide
conunents on such tax return statement witlun fitteen (15) davs
of the date of recetving the tax retum statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for submitting the tax retwn statement to the tax
authonty within the legal due date.

CONTRACTOR™s annual mcome tor Egyvptian mceome tax in
A RE. pwposes under tlus Agreement shall be an amount
calculated as follows:

The total of the sums received by CONTRACTOR from the
sale or other disposition of all Petrolewm acquured by
CONTRACTOR pursuant to Article VII(a) and (b),

Reduced by:
(1)  The costs and expenses of CONTRACTOR: and

(1) The value as deternuned according to Article VII(¢), of EGAS’

share of the Excess Cost Recovery Petrolenm to be paid to
EGAS 1n cash o i kind. 1t any,

plus:

An amount equal to CONTRACTOR s Egyptian 1ncome
taxes 1n AR E. grossed-up 1 the manner shown m Article
VI of Annex "E".

For purposes ot abovementioned tax deductions i any Tax
Year, Article VII(a) shall apply only m respect ot classitication
of costs and expenses and rates of amortization. without regard
to the percentage linmitation reterred to 1n the first paragraph of
Article VIIGa)(1). All costs and expenses of CONTRACTOR 1n
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(4)

(6)

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.

EGAS shall assume, pay and discharge, i the name and on
behalf of CONTRACTOR, CONTRACTOR’s Egyptian
imcome tax 1 A RE. out of EGAS’ share of the Petroleum
produced and saved and not used m operations under Article
VII. All taxes paid by EGAS m the name and on behalf of
CONTRACTOR  shall be considered as income to
CONTRACTOR.

EGAS shall furnish to CONTRACTOR the proper official
recelpts evidencing the pavment of CONTRACTOR s Egyptian
mcome tax in A R.E. for each Tax Year witlhun ninety (90}) days
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.

As used herein, Egyptian Income Tax 1 A R.E. shall be inclusive
of all income taxes pavable 1 the A R E. (including tax on tax)
such as the tax on income from movable capital and the tax on
profits from conmmerce and industry and inclusive of taxes
based on income or profits, including all dividends, withholding
with respect to shareholders and other taxes imposed by the
GOVERNMENT of AR.E. on the distribution of income or
profits by CONTRACTOR.
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(7y In calculating 1ts income taxes i A R E.. EGAS shall be entitled
to deduct all rovalties paid by EGAS to the GOVERNMENT
and CONTRACTOR s Egvptian mcome taxes pawd 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 Eftective
Date. EGAS shall male available tor CONTRACTOR s use all
setsmic, wells and other Exploration data with respect to the

Area as EGAS 15 entitled to do so.

(b) The ftust Exploration penod shall be of four (4) Years.
CONTRACTOR mayv extend tlus Exploration penod tor one
(1} successive extension wlhich 1s the second Exploration
pertod of two (2) Years, 1n accordance with Article IIT (b).
wlich upon a wiitten notice to be sent to EGAS at least thirty
(30) davs betore the end of the first Exploration period, subject
to CONTRACTOR s tultillment ot 1ts nunumum Exploration
obligations hereunder tor the first Exploration period.

CONTRACTOR shall spend a muumum of one hundred
twenty five muhion U.S Dollars (§ 125 0040 000) on Exploration
operations and activities related thereto. cumg the tust Exploration
pertod of four (4) Years, provided that CONTRACTOR shall
acquire two thousand two hundied square kilometers (2204
kny of 3D seisnuc program and dill two (2) exploratory
wells, For the second Exploration period of two (2) Years that
CONTRACTOR elects to extend beyvond the first Exploration
pertod, CONTRACTOR shall also spend a mumnnum ot titty
nullion U S, Dallars (§ 50 000 000), provided that CONTRACTOR
shall dull two (2) exploratory well(s).
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Should CONTRACTOR spend more than the mummnum
amount required to be expended or dull more wells than the
munnnun requited te be dolled dunng the tost Exploration
pertod of tour (4) Years, the excess may be subtracted from the

mimnum  amount of money requuired to be expended by

CONTRACTOR or nummum nmumber of wells requured to be
dilled by CONTRACTOR dwing the succeeding Exploration
pertod

In case CONTRACTOR smrenders 1ts Exploration rights under
this Agreement as set forth above betore or at the end of the
fourth (4™ Year of the first Exploration period. having
expended less than the total sum of one hundied twenty five
nmlion U.S. Dollars ($ 1235 0400 004) on Exploration operations.

or in the event that at the end of the fourth (4™ Year of the first
Exploration pertod, CONTRACTOR has expended less than
satd sum 1 the Area, an amount equal to the ditference
between the sawd one lnmched twenty five million U.S. Dollars
($ 125 000 030) and the amount actually spent on Exploration
ald approved by EGAS shall be paid by CONTRACTOR to
EGAS at the time of swrendermng or within six (6) months
from the end of the fourth (4™ Year of the first Exploration
pertod, as the case may be. Anv expenchture deticiency by
CONTRACTOR at the end of any additional Exploration
pertod for the reasons stated above shall smularly result 1 a
paviment by CONTRACTOR to EGAS of such deficiency.
Provided that tlus Agreement 15 still 1 torce as to
CONTRACTOR., CONTRACTOR shall be enfitled to recover
any such pavments as Exploration expencitne 1 the manner
provided for uwnder Article VII i the event of Commercial
Production.
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Without prejdice to Article III{D), m case no Comimercial Ol
Discovery 1s established or no notice of Commercial Gas
Discovery 1s given by the end of the sixth (6™) Year, as may be
extended pursuant to Article V., or i case CONTRACTOR
suntenders the Area under thns Agresment prior to such tune,
EGAS shall not bear any of the atoresard expenses spent by
CONTRACTOR.

(¢c)  Atleast tour (4) months prior to the begumung of each Financial
Year or at such other times as may mutually be agreed to by
EGAS and CONTRACTOR., CONTRACTOR shall prepare an
Exploration Work Program and budget tor the Area setting
torth the Exploratton operations which CONTRACTOR
proposes to carry out durtng the enswing Year,

The Exploration Wotk Program and budget shall be reviewed
by a jomt commuttee to be established by EGAS and
CONTRACTOR atter the Effective Date of this Agreement.
Tlus conmuttee, herewnatter reterrad to as the "Exploration
Advisory Conmttee”, shall consist of 51x (6) members, thiee (3)
of whom shall be appointed by EGAS and tluee (3) by
CONTRACTOR. The Chairman ot the Exploration Advisory
Conmittee shall be designated by EGAS among the members
appomnted by 1t. The Exploration Advisoary Commuittee shall
review and give such advice as 1t desms appropriate with
respect to the proposed Exploration Work Program and budget.
Following review by the Exploration Advisory Comnuttee,
CONTRACTOR shall make such revisions and subnut the
Exploration Work Program and budget to EGAS ftor its
approval.

Following such approval, it is further agreed that:

(1)  CONTRACTOR shall netther substantially revise or modity
sardl Exploration Work Program and budget nor reduce
the approved budgeted expenchture without the approval
of EGAS,
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(1)

(e)

(11) In the event of emergencies mvolving danger of loss of

lives or property or damage to the enviromment,
CONTRACTOR may expend such additional unbudgeted
amounts as may be requued to alleviate such danger or
damage. Such expenciture shall be considered m all aspects
as Exploration expenditine and recovered pursnant to the
provisions of Article VII hereot.
CONTRACTOR shall advance all necessary tunds for all
matarials, equupment. supplies. personnel admumstration and
operations pursuant to the Exploration Woirk Program and
budget, and EGAS shall not be responsible to bear or repay
any of the atoresaid costs.

CONTRACTOR shall be responsible tor the preparation and
pertormance of the Exploration Work Program and budget
which shall be mmplementad in a workmanlike manner and
consistent with good petrolenm mdustry practices.

All geological and geophysical studies as well as any other
studies related to the pertormance of thns Agreement shall
be made 1 the ARE.. except as 1s appropriate for the
specialized  geophysical,  geological,  engimeering  and
development stuches thereon. that may be made in
speclalized centers outside the A RE.. subject to EGAS
approval

CONTRACTOR shall entrust the management of Exploration
operations 1 the ARE. to its technicallv competent
(Greneral Manager and Deputy General Manager. The names
of such General Manager and Deputy General Manager
shall, upon appomtment. be forthwith notitied to the
GOVERNMENT and to EGAS. The General Manager and,
10 hus absence, the Deputy General Manager shall be entrusted
by CONTRACTOR wiath sufficient powers to carny out
inunediately all lawtul wittten diections given to them by
the GOVERNMENT o its representative mnder the terms of
this Agreement. All lawful regulations 1ssued or hereafter to
be 1ssued wluch are applicable herennder and not 1 conthict
with this Agreement shall apply to CONTRACTOR.
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(f)y CONTRACTOR shall supply EGAS, witlun tharty (30) davs
trom the end ot each calendar quarter, with a Statement of
Exploration Activity relating to Exploration operations
which has been conducted 1 any portion of the Area not
converted 1nto a Development Lease. showing costs meurred
by CONTRACTOR durmg such quarter. CONTRACTOR s
records and necessary suppolrting documents shall be avadable
for mspection by EGAS at any time during regular working
howrs for three (3) months from the date of receiving each
Stateiment of Exploration Activity,

Within the three (3) months from the date of recerving each
Statement of Exploration Activity, EGAS shall advise
CONTRACTOR m writing 1t 1t constders:

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

(2) that the costs of goods or services supplied are not 1n
line with the mteimational market prices tor goods or
services of sumilar quality supplied on smmilar terms
prevatling at the tume such goods or services wele
supplied; provided however, that purchases made and
services performed within the AR E. shall be subject to
Article XXVIL or

(3) that the condition of the matenals furmshed by
CONTRACTOR does not tally with then prices, o

(4) that the costs mcured are not reasonably requured for
operatlons.

CONTRACTOR shall confer with EGAS 1n connection with

the problem thus presented, and the parties shall attempt to

reach a mutually satistactory settlement.

Any retmbursement due to EGAS out of the Cost Recovery
Petrolewm as a result of reaclung agreement or as a result of
an arbitral award, shall be promptly made 1 cash to EGAS,
plus sumple 1nterest at LIBOR plus two and halt percent
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(2.5%) per annum from the date on which the disputed
amount(s) would have been paid to EGAS according to
Article VII{a)(2) and Annex "E" of thus Agreement (1.e., the
date of rendition of the relevant Cost Recovery Statement)
to the date of payvment. The LIBOR rate applicable shall be
the average of the figure(s) published by The Financial
Times of London representing the nud-point of the rates
(bid and ask) applicable to one (1) month U.S. Dollars
deposits m the London Inter bank Eurocurrency Market on
each fifteenth (15th) day of each month occuiring between
the date on which the disputed amount(s) would have been

paid to EGAS and the date on wluch 1t 15 settled.

If the LIBOR rate is available on any fifteenth (15%) day but
15 not published 1n The Financial Times in respect of such
day for any reason, the LIBOR rate chosen shall be that
offered by Citibank N.A. to other leading banks in the
London Inter bank Eurocurrency Market for one (1) month

U.S. Dollar deposits.

If such fifteenth (15 dav is not a day on which LIBOR
rates are quoted m the London Interbank Ewocuirency
Market, the LIBOR rate to be used shall be that quoted on

the next following day on which such rates are quoted.

If within the tume lmmt of the three (3) month period
provided for i this paragraph, EGAS has not advised
CONTRACTOR of 1ts objection to any Statement, such

Statement shall be considerad as approved.
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(g)

(h)

CONTRACTOR shall supply all funds necessary for its
operations 1 the ARE. under this Agreement 1 freely
convertible currency from abreoad CONTRACTOR shall
have the right to freely purchase Egvptian curtrency in the
amount necessary for its operations m the A RE. from
EGAS or EGPC or fiom any bank authorized by the
GOVERNMENT to conduet toreign cwrrency exchange.
Prionty shall be given by CONTRACTOR to pmchase the
Egvptian cunrency from EGAS or EGPC, at the discretion ot
EGAS at the same applicable rate and date as such currency
may be pauchased trom the National Bank of Egypt.

EGAS and EGPC are authorized to advance to CONTRACTOR

the Egvptian currency required tor the operations under thus
Agreement against receiving from CONTRACTOR an
equuvalent amount of U.S Dollars at the official rate of
exchange In A RE. as specitied by the Central Bank of
Egvpt on the date of exchange, such amount 1 ULS. Dollars
shall be deposited 1n an EGAS or EGPC account abroad (as
the ¢ase may be) with a correspondent bank of the National
Bank of Egvpt, Cawe., A RE. Withdrawals from said
account shall be used to finance EGAS™ or EGPC’s (as the
case may bz) and then Affiliated Companes™ foreign
cuirency  requurements, subject to the approval of the
Mister of Petroleum.

ARTICLE YV
RELINQUISHMENTS

At the end of the fowrth (4™ Year after the Effective Date hereof,
CONTRACTOR shall relinquush te the GOVERNMENT a total of
torty percent (40%) of the original Area on the Effective Date not
then converted mto a Development Lease(s). Such relingquislunent
shall be m a single wut (unless otherwise agreed by EGAS) of
whole Exploration Blocks or onginally existing parts of Exploration
Blocks not converted mto Development Lease(s) so as to enable the
relmaquishment requirements to be precisely fultilled.
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Without prejudice to Articles III and XXIII and the last three
paragraphs of this Article V, at the end of the sixth (61) Year of the
Exploration perod, CONTRACTOR shall relinquish the remainder

of the Area not then converted into Development Lease(s).

It 15 understood that at the time of any relinquishment the areas to
be converted into Development Lease(s) and wluch are subnutted to
the Minster of Petroleum for lus approval according to Article III
(d) shall, subject to such approval, be deemed converted into

Development Lease(s).

CONTRACTOR shall not be requured to relinqush any Exploration
Block(s) i respect of wlhich a Commercial Oil or Gas Well 13
discovered betore the period of tume referred to m Article III{c)
given to CONTRACTOR to deternune whether such well 15 a
Commercial Discovery worthy of Development or to relingqush an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGASR, subject to EGAS’ right to agree
on the exustence of a Comumercial Discovery pursuant to Article III(¢),

and without prejudice to the requurements of Article I1I{e).

In the event that at the end of the furst Exploration pertod or at the
end of the second Exploration period, a well 15 actually dulling or
testing, CONTRACTOR shall be allowed up to six (6) months to
enable 1t to discover a Commercial 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 period, if any, as applicable, by that

amount.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY
(a) On Commercial Discovery, EGAS and CONTRACTOR may form

in the ARE. a company to cairy out operations pursuant to this
Article VI and Annex "D" (heremafter referred to as the "Joint
Ventwe Company"), which company shall be named by mutual
agreement between EGAS and CONTRACTOR provided that such
name shall be subject to the approval of the Mumster of Petroleum.
Satd company shall be a private sector company, subject to the laws
and regulations 1n force i the AR E. to the extent that such laws
and regulations are not inconsistent with the provisions of this
Agreement or the Charter of the Jomnt Ventwe Company (the
"Charter™).

However, the Jomnt Venture Company and CONTRACTOR shall,
tor the purpose of thus Agreement, be exempted from the following
laws and regulations as now or hereafter amended or substituted:
Law No. 48 of 1978, pronmlgating the law on the emplovee
regulations of public sector companies;

Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership Lmuted by shares and limited hability
companies,

Law No. 97 of 1983 promulgating the law concermng public sector
organizations and companies;,

Law No. 203 of 1991 promulgating the law on public business
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, organizing
dealings 1n toreign currencies 1 accordance with Central Bank of
Egypt and the AR E. banking syvstem law.
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(b)

(c)

The Charter of Joint Ventuwre Company 15 hereto attached as Annex
D" Witlhuin thuty (30) davs after the date of Commercial Ol
Discovery or within thuty (30) davs after the signature of a Gas
Sales Agreement or the commencement of a scheme to dispose ot
Gas (unless otherwise agreed upon by EGAS and CONTRACTOR),
the Charter shall take eftect and the Jomnt Ventwe Company shall
automatically come mnto existence without any futher procedmes.
The Exploration Advisory Commuittee shall be dissolved upon the
final relmaquishment of all portions of the Area not converted mto
Development Lease(s).

Ninety (90) davs atter the date the Jomnt Ventiwe Company comes
mto exutstence i accordance with paragraph (b) above, 1t shall
prepare a Work Program and budget for funther Exploration and
Development 1 anyv portion of the Area converted into a
Development Lease tor the remainder of the Financial Year in
which the Commercial Discovery has been made. And not later
than tour (4) months bzatore the end of the current Financial Year
(or such other date as may be agreed upon by EGAS and
CONTRACTOR) and ftow (4) months preceding  the
commenceinent of each succeeding Financlal Year thereatter (on
such other date as mav be agreed upon by EGAS and
CONTRACTOR). the Jomt Ventiwe Company shall prepare an
annual production schedule and Woirk Program and budget tor
further Exploration and Development 1 any portion of the Area
converted 1to a Development Lease for the succeeding Financial
Year. The production schadule, Work Program and budget shall be
submitted to the Jomnt Ventme Company’s Board of Duectors for
approval. The Exploration Work Program and budget tor tinther
Exploration 1 any portion of the Area not converted mto a
Development Lease shall be reviewed, approved and mmplemented
111 accordance with Article IV,
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() Not later than the twentieth (201 dav of sach month. the Toint

(e)

(1)

Venture Company shall tmsh to CONTRACTOR a witten
astimate of its total cash requurements tor expenditine tor the tirst
half and the second half of the succeeding month expressed in U.S.
Dollars consistent with the approved Woilk Program and budget.
such estumate shall take mto consideration any cash expected to be
11 hand at month end

Paviment for the appropriate perod of such month shall be made to
the comrespondent bank designated 1 paragraph (e) below on the
first (1% dav and fifteenth (1531) dav 1espectivelv, or the next
following business day, 1f such dav 1s not a business dayv.

The Jomnt Venture Company 1s authorized to keep at its own disposal
abroad 1 an account opened with a conmespondent bank of the
National Bank of Egvpt. Cawro. A R E.., the toreign tunds advanced
by CONTRACTOR. Withdrawals from said account shall be used
for the pavment tor goods and services acquured abroad and tor
fransterting to a local bank 1n the A RE. of the requured amount to
meet the expenchitinies m Egyptian Pounds for Jomt Ventne
C'ompany 1n connection with its activities under this Agreement

Within sixty (60) davs atter the end of each Financial Year, the
JTont Venhwe Company shall subnut to the appropriate exchange
control authortties 1 the A R E a statement, duly certitied by a
recognized fitm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the
outstanding balance at the end of the Financial Year.

If and for as long during the penod of production operations there
exists an excess capacity wn facilities wluch can not cdung the
pertod of such excess be used by the Jomnt Venture Company.
EGAS shall have the right to use the excess capacity 1t 1t so destires
without any  financial o1 operational  disadvantage to  the
CONTRACTOR or the Jomnt Venture Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

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

Subject to the auditing provisions under tlns Agreement.

CONTRACTOR shall recover quarterly all costs, expenses and

expenditmes 1 respect ot all the Exploration, Development and

related operations under this Agreement to the extent and out of

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

from all Development Leases within the Area hereunder and not

used 1 Petroleum operations. Such Petrolewm 15 herematter

referred to as "Cost Recovery Petroleum”.

For the purpose ot determinng the classification of all costs.

expenses and expenchtures tor thew recovery, the following terms

shall apply:

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

2

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

3. "Operating Expenses” means all costs, expenses and expenditines
made atter the Conunercial Production Commencement.
which costs, expenses and expencditimes are not normally
depreciable.

However, Operating Expenses shall iclude work over, repau

and maintenance of assets, but shall not mclude any of the

tollowing: sidetracking, re-dolling and change ot a well status,

replacement of assets or a part of an asset, additions,

mmprovements, 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 Expenditures”, including those accumulated prior
to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annum
starting either in the Tax Year i which such expenditures are
imcurred and paid or the Tax Year in which the Conimercial

Production Commencement occurs, whichever is the later date.

(1) "Development Expenditures”, mcluding those accumulated
prior to the Comimercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annmum
starting either in the Tax Year i which such expenditures are
mecurred and paid or the Tax Year in which the Comimercial

Production Commencement occurs, whichever is the later date.

(111) "Operating Expenses”, incwred and paid atter the Commercial
Production Conmmmencement, shall be recoverable either in the
Tax Year i wlich such costs and expenses are incurred and
patd or the Tax Year i which the Commercial Production

Commencement occurs, whichever 1s the later date.

(1v) To the extent that, mn a Tax Year, costs, expenses o
expenditures recoverable per preceding paragraphs (1), (11) and
(111), exceed the value of all Cost Recovery Petroleum for such
Tax Year, the excess shall be carnied forward for recovery in
the next succeeding Tax Year(s) until tully recoverad, but in
no case atter the temmnation of this Agreement, as to
CONTRACTOR.
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(v) The recovery ot costs and expenses. based upon the rates

(2)

(3)

referred to above. shall be allocated to each quaiter
proportionately (one towth to each quarter). However, any
recoverable costs and expenses not tecoverad in one quarter as
thus allocated. shall be carrted forward for recovery 1n the next
(quatter.

Except ag provided m Article VIIa)(3) and Article VII(e)(1),

CONTRACTOR shall each quarter be entitled to take and own
all Clost Recovery Petroleum., wlhich shall be taken and cisposed

of i the manner deternuned pursuant to Article VII{e). To the
extent that the wvalue of all Cost Recovery Petroleum [as
determuned m Article VII(¢)] exceeds the actual recoverable
costs and expenditines, including any cany torward under
Article VII(a) 1)(1v). to be recovered 1n that quarter. then the
total value of such Excess Cost Recovery Petrolewmn shall be
pard by CONTRACTOR to EGAS etther (1) 1n cash mm the
manner set forth m Article IV of the Accounting Procedwe
contained m Amnex "E". or (1) m land m accordance with
Article VII(a)(3).

Ninety (90) davs prior to the commencement of each Calendar
Year EGAS shall be enfitled to elect by notice 1 writing to
CONTRACTOR to requure paviment of up to one Imndred
percent (106)%) of EGAS™ Excess (Cost Recovery Petroleum in
kind Such pavment shall be in Ciude Oil trom the Area F.O.B.
export terminal or other agreed delivery point: provided that the
amount ot Crude O1l taken by EGAS 1 kind 1 a quarter shall
not exceed the value of Cost Recovery Crude Oi1l actually taken
and separately disposed of by CONTRACTOR tfrom the Area
durng the previous quarter. It EGAS™ entitlement to receive
paviment of 1ts Excess Cost Recovery Petroletim 1n kind 13
linuted by the foregomg provision. the balance of such
entitlement shall be pard in cash
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() PRODUCTION SHARING
(1) The remaimng sixty five percent (65%) of the Petroleuum shall be
divided quarterly between EGAS and the CONTRACTOR based
on Brent value and according to the following shares.

(i) Crude Oil and Condensate:

_ _ | CONTRACTOR’S
v 1A YOt E 0.
BRENT PRICE EGAS SHARE % SHARE %%
Less than or Equal to 60 US§ sixty (60) torty (40)

and at any daily production rate

More than 60 US$ and at any sixty five (65) thirty five (33)

daily production rate

(ii) Gas and LPG:

_ ] | CONTRACTOR'S
v 1y Oy O E 0
BRENT PRICE EGAS” SHARE % SHARE %
Less than or Equal to 60 US§ sixty (60) forty (40)

and at any daily production rate

More than 60 US$ and at any sixty five (65) thirty five (35)

daily production rate

where Brent value upon which shares are divided 135 the
quarterly average price expressed i U.S. Dollars per barrel for
Brent quoted in "Platts Ciude O1l Market wire repoit”, in the
event that such average cannot be determined because "Platts
Crude O1l Market wire report” 15 not published at all during 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 sowces or if the value of Brent cannot be deternuned
pursuant to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree on a value of Brent.

Such Production Shares referred to i Article VII (b) (1) (1) and (11)
above shall be taken and disposed of pursuant to Article VII{e).
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(2) After the end of esach contractual Year during the term of any Gas
Sales Agresment entered mto pursuant to Article VII(e), EGAS and
CONTRACTOR (as sellers) shall render to EGAS {as buyer) a
statement for an amount of Gas, 1f any, equal to the amount by
which the quantity of Gas of which EGAS (as buyer) has talen
delivery falls below seventy five percent (73%) of the contract
quantities of Gas as established by the applicable Gas Sales
Agreement (the "Shorttall”), provided that the Gas 13 available.
Within sixty (64) davs of receipt of such statement. EGAS (as buver)
shall pay EGAS and CONTRACTOR (as sellers) for the amount of
the Shorttall. 1t any. The Shoitfall shall be included m EGAS™ and
CONTRACTOR “sentitlement to Gas pursuant to Article VII (a) and (b)

i the fourth (4™ quarter of such contractual Year.

Quantities of Gas not taken but to be paid tor shall be recorded in a
separate "Take-or-Pay  Account". Quantities of Gas ("Make Up
Gas") which are delivered m subsequent Years 1n excess of seventy
five percent (75%) of the contract quantities of Gas as established by
the applicable Gas Sales Agreement, shall be set agamst and reduce
quantities of Gas i the "Take-or-Pay Account” to the extent thereot
and. to that extent. no payvment shall be due 1 respect ot such Gas
Such Make Up Gas shall not be mncluded m CONTRACTOR's
entitlement  to  Gas  pusuant to Article VII (@) and (b).
CONTRACTOR shall have no nights to such "Make Up Gas".

At the end of any contractual Year, 1if EGAS and CONTRACTOR
(as sellers) fail 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 fallure 15 caused by
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CONTRACTOR, the difference between seventy five percent (75%)
of the annmual contract quantity of Gas and the actual delivered Gas
quantity shall be referred to as the "Deliver-or-Pay Shortfall Gas".
EGAS (as buver) shall have the night 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 prce as defined 1 the Gas
Sales Agreement.

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

(¢) YVALUATION OF PETROLEUM:
(1) Crude Oil:

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

(11) "Market Price” means the weighted average price realized
from sales by EGAS or CONTRACTOR dwing the given
quarter, whichever 1s lugher; provided that the sales to be
used 1 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 Compantes mnder all Ciude
Onl sales contracts then m effect, but excluding Crude Oil
sales contracts ivolving barter, and
(1) Sales, whether direct or indirect, through brokers or

otherwise, of EGAS or CONTRACTOR to any
Affiliated Company.
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(2)  Sales involving a quid pro quo other than payment in
a freely convertible currency or motivated i whole
or 1n part by considerations other than the usual
economic incentives for commercial arm’s length

crude o1l sales.

(111) It 15 understood that m the case of "C.LF." sales, appropriate
deductions shall be made for transport and insurance
charges to calculate the F.O.B. point of export price; and
always taking into account the appropriate adjustment for
quality of Crude Oul, freight advantage or disadvantage of
port of loading and other appropriate adjustiments. Market
Price shall be deternuned separately tor each Crude Oil or

Crude Onl mix, and for each port of loading.

(1v) If during any calendar quarter, there are no such sales by
EGAS and/or CONTRACTOR under the Crude Oil sales
contracts 1 effect, EGAS and CONTRACTOR shall
mutually agree upon the Market Price of the Bairel of
Crude O1l to be used for such quarter, and shall be guided
by all relevant and available evidence including curent
prices in freely convertible curency of leading crude oils
produced by major ail producing countries (in the Arabian
Gult or the Mediterranean area), which are regularly sold
in the open market according to actual sales contracts
terms but excluding paper sales and sales pronuses where
no crude o1l 1s delivered, to the extent that such sales are
etfected under such terms and conditions (excluding the

price) not significantly different from those wnder wlich
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(V)

the Crude Ol to be valued, was sold, and always taking
into consideration appropriate adjustments for Crude Oil
quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may
be, tor differences in gravity, sulphwr, and other factors
generally recognized Dby sellers and purchasers, as
reflected 1n crude ol prices, transportation ninety (90)
days insurance premiums, unusual fees borne by the seller,
and for credit terms 1n excess of sixty (60) davs, and the
cost of loans o1 guarantees granted for the benefit of the

sellers at prevailing interest rates.

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

It either EGAS or CONTRACTOR considers that the
Matket Price as deternuned under sub-paragraph (1)
above does not retlect 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 time thereafter
to subnut to a single arbitrator the question, what single
price per Barmel, in the arbitrator’s judgment, Dbest
represents for the pertinent quarter the Maiket Price for
the Crude O1l 1 question. The arbitrator shall malke lus
deternunation as soon as possible tollowing the quarter in
question. His determination shall be final and binding
upon all the parties. The arbitrator shall be selected 1n the
manner described below,
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In the event EGAS and CONTRACTOR tail to agree on
the arbitrator within thuty (30) davs from the date any
party notifies the other that 1t has decided to subnut the
deternunation ot the Market Price to an arbitrator, such
artbitrator shall be chosen by the appomting authority
designated 11 accordance with Article XXIV(e), or such
other appomting authouty with access to such expertise as
mayv be agreed to between EGAS and CONTRACTOR.
with regard to the qualifications tor arbitrators set toith
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.

The arbitrator shall be as nearly as possible a person with
an established reputation 1n the mternational petroleum
mndustry as an expert 1 pricing and marketing crude ol 1n
international comumerce. The arbitrator shall not be a
citizen of a country which does not have diplomatic relations
with the A R E. and the countiy (125) of CONTRACTOR.
He shall not be. at the time of selection, emploved by, or
an arbitrator o consultant on a contumung o frequent

of the Petrolenm Exporting Countries o1 the Organization
of Arab Petroleum Exporting Countries, or a consultant on
a continuing basis to EGAS, CONTRACTOR or an
Afthhated Company of either, but past occasional
consultation with such companies, with other petroleum
companies, governmental agencies or orgamzations shall
not be a ground tor disqualification. He shall not be, at any
time ching the two (2) Years betore lus selection, an
emplovee of any petroleum company or of any governmental
Agency or organization.
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Should a selected person decline o1 be unable to serve as
artbitrator or should the position of arbitrator tall vacant
prior to the decision called tor, another person shall be
chosen 1n the same manner provided for in this paragraph
EGAS and CONTRACTOR shall share equally the
expenses of the arbitrator.

The arbitrator shall make his deternunation 1 accordance
with the provisions of this paragraph, based on the best
evidence available to him. He shall review Crude O1l sales
contracts as well as other sales data and mformation but
shall be fiee to evaluate the extent to which any contracts,
data  or 1nformation 15 substantiated o1 pertinent
Representatives of EGAS and CONTRACTOR shall have
the right to consult with the arbitrator and furnish hom
wittten materials, provided that the arbitrator may mmpose
reasonable  lintations  on  tlus  night EGAS  and
CONTRACTOR, each shall cooperate with the arbitrator
to the fullest extent and each shall msure such cooperation
of 1ts trachng compaimes. The arbitrator shall be provided
access to crude o1l sales contracts and related data and
information wluch EGAS and CONTRACTOR or thewr
trading companies are able to make avatlable and which in
the judgment of the arbitrator nught awd the arbitrator in
making a valid deternunation.

(v1) Pending Mailiet  Price agreement by EGAS and
CONTRACTOR or determination by the arbitrator, as

applicable, the Market Price agread tor the quarter preceding
the quarter 1 question shall remamn temporanly 1n etfect.
In the event that etther EGAS or CONTRACTOR should

meur a loss by virtue of the temporary continuation of the
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(2)
(1)

(1)

Market Price of the previous quarter, 1t shall promptly be
reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and one - half percent
(2.5%) per annum rate provided for m Article IV (f) from
the date on which the disputed amount(s) should have

been paid to the date of pavment.
Gasand LPG

The Cost Recovery and Production Shares of Gas, which 1s
disposed of for local market, according to a Gas Sales
Agreement between EGAS and CONTRACTOR (as sellers)
and EGAS (as buyer) entered into pursuant to Article VII(e)
shall be valued, delivered to and puwrchased at a price, wlich
should be agreed upon between EGAS and CONTRACTOR

before the final signatwre of the related development lease.

The Cost Recovery and Production Shares of (LPG) produced
from a plant constructed 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 fornmmula (unless otherwise agreed between
EGAS and CONTRACTOR):

PLPG = (.95 PR

Where:

PLPG = LPG price (separately deternuned for Propane and

Butane) in U.S. Dollars per metric ton.
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PR = The average over a period of a month of the figures
representing the nud-point between the lugh and
low prices 1 U.S. Dollars per metric ton quoted 1in
"Platt’s LP Gaswwe" during such month for
Propane and Butane F.O.B. Ex-Ret:Stor. West

Mediterranean.

In the event that "Platt’s LP Gaswire" 135 1ssued on certain dayvs
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" 15 not published at all
cduring a month, EGAS and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
sowrces. In the event that there are no such other published
sowrces or 1f the value of (PR) can not be deternuned pursuant
to the foregomng for any other reason, EGAS and
CONTRACTOR shall meet and agree the value of (PR) by
reference to the value of LPG (Propane and Butane) delivered
F.O.B. from the Mediterranean area.
Such valuation of LPG 15 based upon delivery at the delivery
point specified in Article VII (e)(2)(111).

(1) The prices of Gas and LPG so calculated shall apply during the
same month.

(1v) In case Gas 13 disposed of for export by EGAS and
CONTRACTOR to a third 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.



Voo di s ¥ 3 (1) b OF sl — il ) 82

Jasidl 58 oo gl slusly IS o1 ) paan s o = 0
Jollly lon] &3 708 pbeasld iy pad o s (LPGHJL
Gl Jadl ! o] e () 5,85 daglud! 53l Wb
: il (3)

Togs (8] Ottty Sk o T s IS 2oy o) 38Tt ! 3880 s
sazmy lanals Skl anis Ll V3 (olinin il ol oy S5 e
Blizaly Yo ls] oS wl 38 2all 25,88 L 2l Jy 20l ieS Jlal
¢3S A i sl Al ol MG ¢ LN s e LSy Ly

ol iolio S i bl dadudl J M s,
S o S b g il G Ll Wyl 38 sl 58801 ey
pso () A8 ) S ) 306 g 2L g Sy o Oy ot
Uiy Jactay plass ol () ol o] e (N 51 sl
VLT TR PR VPP B | NS POU 1P T PO SR A SPR @ X P N1
WIS PPIES (NI [ U [ PUOVETS B TOPEL [ JU8 5 P
Balll Y Uiy STl 8,0 105 s L) Jalgs IS LS s

Ap) dayld
1J9 ! sh o ()

IS ity gl 2 3 IS e sy 5l Losalsy Jolalh 5 Gl Gomg (V)
Pl e Kadies Tiy Lo i ad B maty o g oy ooy 5 Langio
Iyon o b bl Jslially . diaglud) 3ol oo () (1) O il s ol
ear il 3 b Leds Jasw (A Y gy ) 3 Bai
oolonr¥ Wctaad! AL sies 33 855 0l Bty el 5 Ja sl (oo A

Zaldh ity (¥) (1) Kbl 35U ps



49

¥ood 2w e ¥V 3 (D) b 0F aiadl = i 50 4

(d)

(e)

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

VII{e) shall be valued at 1ts actual realized price.
FORECASTS:

The Jomnt Venture Company shall prepare (not less than ninety (90)
davs prior to the begimng of each calendar semester following first
regular production) and furnish m witing to CONTRACTOR and
EGAS a forecast setting out a total quantity of Petroleum that the
JTomnt Ventwe Company estumates can be produced, saved and
transported hereunder cuning such calendar semester 1 accordance
with good petrolenm industry practices.

The JTomt Ventwe Company shall endeavor to produce the forecast
quantity durmg 2ach calendar semester. The Crude Onl shall bz run
to storage tanks or otfshore loading tacilities constiucted, maintained
and operated accorchng to Government Regulations, by the Joint
Venture Company. i wluch said Crude Oil shall be metered or
otherwise measured tor rovalty, and other pmposes required by this
Agreement. Gas shall be handled by the Jomnt Venture Company 1n

accordance with the provisions of Article VII(e).
DISPOSITION OF PETROLEUM:

(1) EGAS and CONTRACTOR shall have the nght and the
obligation to separately take and fieely export or otherwise
dispose of, currently all of the Crde O1l to which each 15
entitled under Article VII{a) and (b) Subject to pavment ot
sums dvue to EGAS under Article VII(a¥2) and Article IX.
CONTRACTOR shall have the nnght to remut and retaimn abroad
all funds acquured by it including the proceeds from the sale of

1ts share of Petroleum.
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Notwithstanding anytlhing to the contrary under this Agreement,
priornity shall be given to meet the requurements of the AR E.
matlket from CONTRACTOR s share under Article VII (a) and (b)
of the Crude O1l produced from the Area and EGAS or EGPC
shall have the preferential 1ight to puwrchase such Crude Onl at
a price to be determuned pursuant to Article VII(¢). The amount
of Crude Ol so purchased shall be a portion of CONTRACTOR s
share under Article VII (a) and (b). Such amount shall be
proportional to CONTRACTOR s share of the total production
of crude o1l from the concession areas in the AR E. that are
also subject to EGASYEGPC’s preferential 1ight to purchase.
The pavment for such purchased amount shall be made by
EGAS 1 U.S. Dollars or in any other freely convertible

currency remittable by CONTRACTOR abroad.

It 15 agreed upon that EGAS shall notity CONTRACTOR, at
least torty five (45) days prior to the begimning of the calendar
semester, of the amount to be purchased during such semester
under this Article VII(e)(1).

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

(1) Priority shall be given to meet the requirements of the local
market as deternuned by EGAS. In case of unavailability
of local market, EGAS and CONTRACTOR shall have
the right to dispose of the Gas 1n the following manner:-

- In case CONTRACTOR elects to dispose 1ts production
share of Gas or LPG by lnmself either for the local
market or tor Export, The CONTRACTOR should have

the AR E. competent authorities™ approval.
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(11)

- In case EGARS and CONTRACTOR agree on exporting
Gas or LPG together, they should have the ARE.
competent authorities” approval on the exporting Gas
price, the Gas quantities allocated for export and the
relevant Gas Sales Agreement.

In the event that EGAS 13 to be the buver of Gas, the
disposition of Gas as indicated above shall be made by
virtue of a long term Gas Sales Agreement(s) to be
entered 1mto between EGAS and CONTRACTOR (as
sellers) and EGAS (as buyer).

EGAS and CONTRACTOR (as sellers) shall have the
obligation to deliver the Gas at the delivery point as
indicated below, where such Gas shall be metered for
sales, rovalty, and other purposes required by this

Agresment.

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

(b) In the event an LPG plant 15 constiucted to process
such Gas, such Gas shall, for the pwposes of
valuation and sales, be meteraed 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 Jomnt Ventwre
Company buld a pipelme suitable for transport of the
processed Gas from the LPG Plant outlet to the
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nearest pomt on the National Gas Pipeline Gnd
System as depicted i 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 Expenditures
pursuant to this Article VII
(m) EGAS and CONTRACTOR shall consult together to
determine whether to bwld LPG Plant to recover LPG
flom any Gas procuced herewnder. In the event that
EGAS and CONTRACTOR decide to buld such plant,
the plant shall, as 15 appropriate, be m the vicinty of the
pomt of delivery as deternuned 1 Article 1T and Article
VII(e)2)1). 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 1 accordance with the provisions of this
Agreement, unless the Mrumster of Petrolenm agrees to
accelerated recovery.

(1v) EGAS (as buver) shall have the nght to elect, by mmnety
(9 davs prior wntten notice to EGAS  and
CONTRACTOR (as sellers). whether payvment tor the
(as which 15 subject to a Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS (as
buver) and LPG produced from a plant constructed and
operated by or on behalt of EGAS and CONTRACTOR.
as valued 1 accordance with Article VII(¢), and to which
CONTRACTOR 15 entitled under the Cost Recovery and
Production Sharing provisions of this Article VII, shall be
made 1) 1 cash or 2) m kind.

Pavments 1 cash shall be made by EGAS (as buyer) at

mtervals provided tor m the relevant Gas Sales Agresment
1 U8 Dollars, remittable by CONTRACTOR abroad.
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Pavments 1n kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR 1is
entitled into equvalent Bairels of Ciude Oil to be taken
concwrently by CONTRACTOR from the Area, or to the
extent that such Crude O1l 15 insutficient, Ciude O1l 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 this Agreement. Such equivalent Barrels
shall be calculated on the basis of the provisions of
Article VII(c¢) relating to the valuation of Cost Recovery
Crude Onl.
Provided that:

(aa) Paviment of the value of Gas and LPG shall always
be made 1n cash i U.S. Dollars remittable by
CONTRACTOR abroad to the extent that there 1s
msufficient Crude Oil available for conversion as
provided for above;

(bb) Pavment of the value of Gas and LPG shall alwavs
be made 1 kind as provided for above to the extent

that paviments 1n cash are not made by EGAS.

Pavments to CONTRACTOR (whether 1n cash or in
kind), when related to CONTRACTOR's Cost
Recovery Petroleum, shall be included 1n
CONTRACTOR s Statement of Recovery of Costs
and of Cost Recovery Petrolenm retferred to in

Article IV of Annex "E" of tlhus Agreement.
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(v) In case a long term Gas Sales Agreement 13 not entered
between EGAS (as buver) and EGAS and CONTRACTOR
(as sellers) within tluee (3) Years from the date of the
notice of Commercial Gas Discovery pursuant to Article
I (¢) (unless shorter penod 15 agreed upon by EGAS).
EGAS (as seller) o EGAS and CONTRACTOR (as
sellers) shall have the nght to take and ficely dispose of
the quantity of Gas and LPG m respect of wluch the notice
of Conunercial Discovery has been given by exporting
such Gas and LPG, provided that the A RE. competent
authontties™ approval 15 grantad.

(v1) The proceeds of sale of CONTRACTOR s share of Gas
and LPG disposed of parsuant to the above sub-paragraph
(v} may be freely remutted or retamned abroad by
CONTRACTOR.

(vi1) In the event that EGAS and CONTRACTOR agree to
accept new Gas and LPG producers to join i an ongoing
export project, such producers shall have to contribute a
tan and ecquutable share of the mvestment made.

(vil) (aa) Upon the expuation of the three (3) Year period
teterred to m Article VI 2)(v), CONTRACTOR
shall have the obligation to exert its reasonable
efforts to find an export maiket tor the Gas
reserves, provided that the ARE. competent
authonties™ approval 13 granted.

(bb) In the event that at the end ot the tluee (3) Year
pertod referred to under Article VII(e)2)(w).
CONTRACTOR and EGAS have not entered mnto
a Gas Sales Agreement. CONTRACTOR shall
retain 1ts 1ghts to such Gas reserves tor a further
perod of up to three (3) Years. subject to Article
VII(E)2) v cee). dwming wliuch period EGAS
and CONTRACTOR shall attempt to find a
matket tor such Gas reserves.
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(cc)

(dd)

[n the event that CONTRACTOR 15 not exporting
the Gas and CONTRACTOR has not entered mnto
a Gas Sales Agreement pursuant to Article VII (e)
(2) prior to the expuy of s1x (6) Year peniod trom
CONTRACTOR s notice of Commerclal Gas
Discovery, CONTRACTOR shall sturender the Gas
reserves 1 respect of which such notice has been
grven. It 15 understood that CONTRACTOR shall,
at any ttme prior to the expuy of the six (6) Year
period from CONTRACTOR™s notice of Commercial
Gas Discovery of such Gas pursuant to Article III.
sunrender such Gas reserves, it CONTRACTOR 13
not exporting the Gas and CONTRACTOR does
not accept an offer of a Gas Sales Agreement
tfrom EGAS within six (0) months trom the date
such offer 1s made; provided that the Gas Sales
Agreement otfered to CONTRACTOR shall take
imnto constderation the relevant techiecal and
econonmc tactors to enable a commercial contract,
mncluding:
A suthicient delivery rate;

Delivery pressure to enter the National Gas
Pipeline Giid Svstem at the point of delivery,
Delivered Gas quality specifications, not more
stingent than those mposed or requred for the
National Gas Pipeline Grid Svstem;, and.

The Gas prices as agreed upon according to this
Agreement.

In the event that CONTRACTOR has not entered
mto a Gas Sales Agreement pursuant to Article
VII(2)(2) or has not otherwise found an acceptable
scheme tor conmmercial disposal of such Gas, at
the time of the expiration of six (6) Years from
CONTRACTOR s notice of Commercial Gas
Discovery or falling agreement with EGAS on
Gas cigposal at the expiration of the atoresaid six
(6) Year penod, CONTRACTOR shall surrender
to EGAS such Development Lease(s) 1n which
such Gas Discovery was made.
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(1x) CONTRACTOR shall not be obligated to swrender a
Development Lease based on a Commercial Gas
Discovery, 1f Crude Oi1l has been discovered 1n
commercial quantities in the same Development Lease.

(f) OPERATIONS:

It following the reversion to EGAS of any nghts to Ciude Oil
hereunder, CONTRACTOR retamns nghts to Gas i the same
Development Lease, or if, following the surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Ciude Oil 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.
ARTICLE VIII
TITLE TO ASSETS

(a) EGAS shall become the owner of all CONTRACTOR acquired and
owned assets which assets were charged to Cost Recovery by
CONTRACTOR 1n connection with the operations carried out by
CONTRACTOR or the Joint Venture Company 1n accordance with
the tollowing:

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

(c)

(2) Title to fixed and movable assets shall be transterred
auntomatically and gradnally from CONTRACTOR to EGAS as
fhey become subject to recovery in accordance with the
provisions of Article VIID however, the full title to fixed and
movable assets shall be fransterred automatically  from
CONTRACTOR to EGAS when thewr total cost has been
recovered by CONTRACTOR m accordance with the
provisions of Article VII or at the tume of termination of this
Agreement with respect to all assets chargeable to the

operations whether recoverad or not, whichever first occurs.

The book value of the assets created duning each calendar
quarter shall be commmunicated by CONTRACTOR to EGAS ar
by the Jomnt Venture Company to EGAS and CONTRACTOR

within thuety (30) davs of the end of each calendar quarter,

(3) All samples and technical data shall be transterred to EGAS

upon EGAST request or at the ternunation ot the Agresment.

Duing the term of this Agreement, EGAS, CONTRACTOR and the
Tomt Venture Company are entitled to the tull vse and enjoviment ot
all fixed and movable assets reteired to above 1 comnection with
operations hereunder or wnder any other Petrolenm concession
agreement entered into by the parties. In that case, proper accounting
acdhustment shall be made CONTRACTOR and EGAS shall not

dispose of the same except with agreement of the other.

CONTRACTOR and the Jomnt Ventuwe Company may freely umport
mnto the A R E . use therem and fieely export at the end ot such nse,
maclhinery and equpments wlich they either rent or lease 1n
accordance with good industry practices. icluding but not limited to

the lease of computer hardware and sottware.
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ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGAS as a signature bomus the sum of
tive nullion U.S. Dollars (§ 5 000 004) before the Effective Date of
the Concession Agreement and after the relevant law 15 1ssued.

(b) CONTRACTOR shall pay to EGAS as a Development Lease bonus

approval of each Development Lease,

(¢) CONTRACTOR shall pay to EGAS the sum of ten nullion U.S,
Dollars (§ 10 000 000) as a Development Lease extension bonus on
the approval date of entry into the five (5) Year Extension Period

pursuant to Article IIT (d){11)(dd).

(d) CONTRACTOR shall pay to EGAS as an assignmment bonus on the
date of approval of each assignment requested by any of the
CONTRACTOR Members to any assignee in accordance with

Article XXI, 1n the following cases:

1) Dunng any Exploration period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or 1n part of 1t™s rights,
privileges, duties and obligations to any assignee other than an
Affiliate Company of the same CONTRACTORS CONTRACTOR
Member, CONTRACTOR shall pay to EGAS the sum equivalent
to ten percent (10%), valued i US Dollars, of the total financial
commutment of the then curent Exploration phase durmg wluch the

assignment 13 made and according to the assigned percentage.
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11) Dunng any Development Period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or 1n part of 1t™s rights,
privileges, duties and obligations to any assignee other than an
Affiliate Company of the same CONTRACTOR/S CONTRACTOR
Member, CONTRACTOR shall pay to EGAS the sum of ten
percent (10%), valued m U.S. Dollars, of the value of each

Assignmment Deal which could be any of the following:

- 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;, o
- The financial conimitments for technical programs; or

- The financial value of the reserves, to be swapped between the
assignor and the assignee from the Development Lease(s) areas;
or

- Any other type of deal to be declared.

111) Duning any Exploration phase and after a Development Lease 13
granted, in case CONTRACTOR/ CONTRACTOR Member
assigns 1 whole or 1 part of 1t’s nights, prvileges, 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 the value of the

assignment bomus as mentioned in (1) and (1) above.

1v) In case of an assignment to an Affiliate company of the same
CONTRACTOR! CONTRACTOR Member chumg any Exploration
or Development phase, CONTRACTOR shall pay to EGAS one
hundred and fitty thousand U.S. Dollars (US$ 150 0040).
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(2)

Duing  any  Exploration phase (as 1t mav  be extended).
CONTRACTOR shall subnut to EGAS, at the beginning of every
Financial  Year, the sum of one hunched thousand U.S. Dollars
($ 100 000) as a tramng bonus to cover the tramung of EGAS
employees.

(f) CONTRACTOR shall pay to EGAS the sum of one million U.S.

(Z)

(h)

Dollars (§ 1 0040 000y as a production bonus when the total average
daily production from the Area first reaches the rate of five thousand
(5 000) Barrels of O1l or equuvalent per dayv as for a pertod ot thuty
(3() consecutive producing davs. Payvment shall be made witlun
fitteen (13) davs thereatter.

CONTRACTOR shall alse pay to EGAS the additional sum of two
million TU.S. Dollars (§ 2 000 0040) as a production bonus when the
total average dally production trom the Area first reaches the rate of
ten thousand (10 000) Bamrels of O1l or equuivalent per dav for a
pertod of thnty (30) consecutive producing davs. Pavment shall be
made within fifteen (15) davs thereafter.

CONTRACTOR shall also pay to EGAS the additional sum of three
million TS, Dollars (§ 3 000 0040) as a production bonus when the
total average daly production trom the Area first reaches the rate of
twenty thousand (20 000) Barrels of Oil or equuvalent par dav tor a
pertod of thuty (30) consecutive producing davs. Pavment will be
made within fitteen (15) davs thereafter.

(1) CONTRACTOR shall also pay to EGAS the additional sum of towr

nullion TS, Dollars (§ 4 004 000) as a production bonus when the
total average daily production from the Area first reaches the rate of
twenty five thousand (25 004) Barrels of Oil or equivalent per day
tor a period of thurty (30) consecutive producing days. Paviment shall
be made wathin fitteen (13) davs thereatter
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(1) All the above mentioned bonuses shall 1n no event be recovered by
CONTRACTOR.

(k) In the event that EGAS elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT ¢ (1v), production
from such sole 115k area shall be considered for the purposes of this
Article IX only if CONTRACTOR exercises its option to share in
such production, and only from the mmtial date of sharing.

(1) Gas shall be taken into account for purpose of deternumng the total
average daily production from the Area under Anticle IX (t-1) by
converting daily Gas delivered into equuvalent barrels of daily Cirude
O1l production 1 accordance with the following formwula for each
unit of one thousand (1.000) standard Cubic Feet of Gas:

Equivalent Bairels of O1l Per MSCF=H x{.167

Where:

MSCF = one thousand Standard Cubic Feet of Gas .

H = the mumber of nullion British Thermal Units (MMBTU) per
MSCF.

ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an otfice 1n the A.R.E. at which notices
shall be validly served.

The General Manager and Deputy General Manager shall be entiusted by
CONTRACTOR with sufficient power to carry out immediately all Local
wiitten directions given to them by the Government or its representatives
under the terms of this Agreement. All lawtul regulations issuved or
hereatter to be 1ssued, which are applicable hereunder and not in contlict
with this Agreement, shall apply to the duties and activities of the
General Manager and Deputy General Manager.
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All matters and notices shall be deemed to be validly served if delivered
to the office of the General Manager or which are sent to lum by
registered mail to CONTRACTOR s office in the AR E. .

All matters and notices shall be deemed to be validly served it deliverad
to the office of the Chairman of EGAS or which are sent to lhum by

registered mail at EGAS™ main office in Cano, ARE. .
ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

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

result in loss or damage to the well or the O1l or Gas field.

(b) Upon completion of the dulling of a productive well, the Joint
Ventiwe Company shall itorm the GOVERNMENT o its
representative of the tume when the well shall be tested and the

prochuction rate ascertained.

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

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

of Petroleum and water produced monthly trom each Development
Lease. Such data shall be zent to the GOVERNMENT or its
representative on the special torms provided tor that purpose witlhin
thuty (30) davs after the data has been obtamned Dailly or weekly
statistics regarding the production from the Area shall be available at
all reasonable times tor exanunation by authonzed representatives of
the GOVERNMENT.

Daily drilling records and the grapluc logs of wells shall show the
quantity and type of cement and the amount of any other matenals
used 1n the well for the purpose of protecting Petroleum, Gas bearing
ol fresh water strata

Any substantial change of mechamcal conditions of the well atter 1ts
completion shall be subject to the approval ot the representative of
the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

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

permitted to unport and shall be exempted from customs duties. any
taxes, levies or tfees (including fees imposed by Mumsterial Decision
No. 234 of 1993 1ssued by the Mumster of Finance, as now oo
hereafter amended or substituted) of any natuwre and from the
mmportation 1ules with respect to the mmportation of machinery.
equupinent, appliances, matenals, 1tems, means of transport ang
transpottation. electiie appliances, an conditioners tor otfices, tield
housig and tacilities, electrome appliances, computer hardware anc
software, as well as spare parts required for any ot the mmportec
items, all subject to a duly approved certificate 1ssued by the
responsible representative nominated by EGAS for such purpose.
stating  that the mmported items are requured tor conducting the
operations pursuant to this Agreement. Such ceartificate shall be final
and binding and shall automatically result in the mmportation and the
exemption without any further approval, delay or procedure.

P—t—

p——
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(b} Macliery, equipment. apphances and means of transport and
transportation imported by EGAS™, CONTRACTOR s and the Joint
Ventiwe Company’s contractors and sub-contractors temporarily
engaged m any activity pursuant to the operattons wlich are the
subject of thus Agreement. shall be cleared under the "Temporary
Release Svystem" without pavment of customs duties, any taxes,
levies or fees (mcluding fees tmposed by Miuusterial Deciston No.
254 of 1993 1ssued by the Muuster of Finance, as now or hereatter
amended or substituted) of any nature, upon presentation ot a duly
approved certificate 1ssuzd by EGAS responsible representative
nominated by EGAS tor such pwpose, stating that the mmported
items are requured for conducting the operations pursuant to this
Agreement. Items set out w1 Article XII (a) mmported by EGAS',
CONTRACTOR s and the Jomnt Venture Company's contractors and
sub-contractors for the atoresard operations. 1 order to be mstalled
or used permanently or consumed shall meet the conditions for
exemption set torth i Article Xll{a) atter being duly certitied by
EGAS™ responsible representative to be used tor conducting

operations pursuant to this Agreement.

(¢c) The expatiiate emplovees of CONTRACTOR., the Jont Venhue
Company and thew contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other ancillary
taxes and charges except witlhun the Imits of the provisions of the
laws and regulations applicable 1 the A R E. . However, personal
household goods and turmtwe (nclucing one (1) car) tor each
expatriate emplovee of CONTRACTOR and/or the Joint Venhue
Company shall be cleared under the "Temporary Release Svstem"

(without paviment of any customs duties and other ancillary taxes)
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(d)

upon presentation ot a letter to the appropriate customs authortties

by CONTRACTOR or the Jomt Ventwe Company approved by

EGAS™ responsible representative stating that the mmported 1tems are
imported for the sole use of the expatniate 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.

[tems imported mto the A R E.. whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the mmporting paity at any tune after obtamng
EGAS™ approval, which approval shall not be wnreasonably withheld.
without any export duties. taxes or charges or any taxes or charges
from which such 1tems have been alieady exempted, being
applicable. Such items may be sold witlun the A R E. atter obtaiing
the approval of EGAS. which approval shall not be unreasonably
withheld. In tlus event, the purchaser ot such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and valve of such items and the tantt
applicable on the date of sale, unless such 1tems have already been
sold to an Atfiliated Company of CONTRACTOR, if 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 this paragraph (d). the proceeds
trom such sale shall be divided 1n the tollowing manner:

CONTRACTOR  shall be enfitled to  reunbursement of its
umrecovered cost, 1t any, 1 such 1tems and the excess, 1t any, shall

be paid to EGAS.
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(2) The exemption provided for m Article XII{a) shall not apply to any

~

(1)

mmported items when items of the same or substantially the same
Icind and quality are manmutactuned locally, meet the CONTRACTOR s
andior the Jomt Venture Company's specitications for quality and
satety, and are available tor tumely pwchase and delivery m the
A RE. at a price not higher than ten percent (10%) more than the
cost of the mmported item, betore customs duties but atter treight and
msurance costs, 1f any, have been added.
CONTRACTOR. EGAS and thewr respective buvers shall have the
11ght to treely export the Petroleum produced from the Area pursuant
fo this Agreement, no license shall be requuired. and such Petroleum
shall be exemptad froni any customs dufies, any taxes, levies or any
other imposts 1 respect of the export of Petrolewm hereunder.
ARTICLE XIII

BOOKS OF ACCOUNT; ACCOUNTING AND PAYMENTS

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

maintain at thewr business offices 1 the A R E. books of account, 1n
accordance with the Accounting Procedwre 1 Annex "E" and
accepted accounting practices generally used m the petrolenm
mncustiy, and such other books and records as may be necessary to
show the work performed wunder thus Agreement. including the
amount and value of all Petroleum produced and saved hereunder.
CONTRACTOR and the Jomnt Ventuwre Company shall keep then
books of account and accounting records 1n U.S. Dollars.

The Jomt Ventiwe Company shall furmsh to the GOVERNMENT o
1ts representatives monthly retuins showing the amount ot Petrolenm
procuced and saved hereunder. Such retns shall be prepared in the
form required by the GOVERNMENT. or 1ts representatives and
shall be signed by the General Manager o1 by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representatives within tlarty (30) davs after
the end of the month coverad in the retn
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(b) The atoresaid bools of account and other boolss and records reterred

to above shall be available at all reasonable tumes for mspection by
duly authorized representatives of the GOVERNMENT.

(¢) CONTRACTOR shall subnut to EGAS a Profit and Loss Statement

of 1ts Tax Year not later than four (4) months after the
conumencement of the tollowing Tax Year to show 1ts net profit o
loss from the Petroleum operations under tlus Agreement for such
Tax Year

CONTRACTOR shall at the same time subnut a year-end Balance
Sheet tor the same Tax Year to EGAS. The Balance Sheet and
financial statements shall be certiied by an Egyptian certified
accounting fum.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR andior the Jomt Ventmwe Company shall prepare

(b)

and. at all tunes wlule this Agreement 13 1 torce, mamtain accnate
and curent records of thewr operations 1n the Area. CONTRACTOR
andqor the Joint Ventwe Company shall furmsh the GOVERNMENT
o1 1ts representatives, 1 contormiuty with applicable regulations or as
the GOVERNMENT or 1its representatives may reasonably require,
imtormation and data  concermung their operations under  tlus
Agreement. The Jomt Venture Company shall pertorm the tnctions
incheated 1 this Article XIV 1 accordance with its role as specified
i Article VI

CONTRACTOR ancdéor the Jomnt Venhue Company shall save and
lceep a representative portion of each sample of cores and cuttings
taken from dulling wells, to be disposed of, or forwarded to the
GOVERNMENT or 1ts representatives 1n the manner directed by the
GOVERNMENT. All samples acquured by CONTRACTOR and/a
the Jomt Venture Company tor thenr own puposes shall be
considered available tor inspection at any reasonable tume by the
GOVERNMENT or 1ts 1epresentatives.
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(c)

()

(e)

Unless otherwise agreed to by EGAS, In case of exporting any rock
samples outstde the A R E.. samples equvalent 1 s1ze and quality
shall. betore such exportation. be delivered to EGAS as 1epresentative
ot the GOVERNMENT.

Oniginals of records shall only be exported with the permussion of
EGAS; providad, however, that magnetic tapes and any other data
wluch mmst be processed or analyzed outside the A R E. mav be
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 RE. tollowing such processing or
analysis on the understanding that they belong to EGAS.

During the penod m wlhich CONTRACTOR 15 conducting the
Exploration operations, EGAS™ duly authonzed representatives or
emplovees shall have the 1nght to tull and complete access to the
Area at all reasonable tumes with the nght to observe the operations
bemg conducted and to mspect all assets, records and data kept by
CONTRACTOR. EGAS representatives o1 emplovees, 1n exercising
therr nights nnder the preceding sentence of this paragraph (). shall
not cause any harm to CONTRACTOR s operations. CONTRACTOR
shall provide EGAS with coples of any and all data (ncluding, but
not limited to, geological and geophysical reports. logs and well
surveys), intormation and wnterpretation of such data. and other
relevant information i CONTRACTOR s possession.

During the period i wluch CONTRACTOR conducts the Exploration
operations, CONTRACTOR shall furmush EGAS with monthly,
quarterly, semu-annual and annual techimical status repoits.

For the pirpose of obtaming new otters, the GOVERNMENT and/or
EGAS may at the end of any Exploration period, as 1t may be
extended pursuant to the provisions of Article V above, or at the date
of termuination of this Agreement, whichever 1s earlier. show any
other party geophysical and geological data with respect to the area
wlich CONTRACTOR has relingquished.
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ARTICLE X¥
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be 1esponsible 1 law toward
third parties tor any damage caused by CONTRACTOR s Exploration
operations and shall mdemmty the GOVERNMENT andior EGAS
against all damages tor wliuch they mav be held liable on account of any
such operations.

However. 1n the event that any damage results as a consequence ot the
1ssuance of any order. regulation or direction of the GOVERNMENT of
the A R.E. whether promulgatad 1n the torm of a law o1 otherwise, then
EGAS and/or CONTRACTOR shall be exempted trom the responsibility
resulting from the non-performance or delay 1 pertformance of any
obligation under thus Agreement as long as such non-performance o
delay 1 pertormance 1s ansing out of the i1ssnance of such orders.
regulations or laws witlun the linuts mmposed by such orders. regulations
of laws. EGAS and/or CONTRACTOR shall be granted the necessary
pertod for the restoration of any damage resulting trom the non-performance
or the delay 1n pertormance, provided that such granted penod shall be
added to the term of the 1elevant period of this Agreement at that tume
and shall be 1estricted to the Block(s) atfected by such orders, regulations
ol laws and shall not exceed the penod of delay referred to above.

ARTICLE XY¥YI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the operations
conducted thereon. Such representatives may examine the books,
registers and records of EGAS, CONTRACTOR and the Jomnt Ventwe
Company and make a reasonable number of swmveys, drawings and tests
tor the purpose of entorcing tlus Agreement. They shall. tor this ppose.
be entitled to make reasonable use of the machinery and mstiuments of
CONTRACTOR or the Jont Venture Company on the condition that no
danger or mmpediment to the operations hereunder shall arise duwectly o
imnchrectly from such use. Such representatives shall be given reasonable
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assistance by the agents and employvees of CONTRACTOR or the Joint
Ventwe Company so that none of then activities endanger or hunder the
satety o1 efficiency of the operatons. CONTRACTOR or the Toint
Ventwe Clompany shall offer such representatives all prvileges and
tacilities accorded to its own emplovees in the tield and shall provide
them. fiee of charge. the use of reasonable office space and of adequately
turnished housing wlale they are m the field tor the pwpose of
taciitating the objectives of this Article XVI. Without prejudice to Article
XIV(e), any and all information obtained by the GOVERNMENT o 1ts
represenfatives under this Article XVI shall be kept confidential with
respact to the Area.

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

(@) It 15 the desne of EGAS and CONTRACTOR that operations
hereunder be conductad in a busiess-like and etticient manner:

(1) The expatriate admmustrative, professional and technical
personnel emploved by CONTRACTOR or the Jomnt Ventue
Company and the personnel ot 1ts contractors tor the conduct ot
the operations hereunder, shall be granted a residence as
provided tor m Law No. 89 of 1960 as amended, and
Muustertal Ovder Noo 8180 of 1996, and CONTRACTOR
agrees that all mmmugration, passport. visa and emploviment
regulations of the A R.E.. shall be applicable to all alien
emplovees of CONTRACTOR working i the ARE.

(2) A mummum of twenty five percent (23%) of the combined
salarles and wages of each of the expatiiate admmustrative,
protessional and teclhincal personnel emploved by CONTRACTOR
or the Jomt Venture Company shall be pard monthly m Egyptian
CUILency.
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(b) CONTRACTOR and the Jomnt Venture Company shall each select 1ts

emplovees and determine the number thereof, to be used for

operations hereunder.

(¢) CONTRACTOR, shall atter consultation with EGAS, prepare and

(a)

(b)

carry out specialized frammng programs for all its emplovees in
A RE. engaged in operations hereunder with respect to applicable
aspects of the petroleum mdustry, CONTRACTOR and the Joint
Ventwre Company undertake to replace gradually their non-executive

expafriate statf by qualified nationals as they are available.
ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and the Joimnt Venture Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof), as amended by
Law No. 86 of 1956 as amended, and the regulations 1ssued for the
implementation thereof, including the regulations for the safe and
etficient pertormance of operations carried out for the execution of
this Agreement and for the conservation of the Petroleum resowces
of the ARE.. provided that no regulations, or modification or
interpretation thereof are contrary to or inconsistent with the

provisions of this Agreement.

CONTRACTOR and the Joint Venture Company shall be subject to
the provisions of the Law No. 4 of 1994 concermng the environment
and 1ts executive regulation, as may be amended, as well as any laws
or regulations that may be 1ssued, concerning the protection of the

environment.
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(¢) Except as provided m Article ITI{g) tor Income Taxes, EGAS,
CONTRACTOR and the Jont Ventre Company shall be exempted
trom all taxes and duties, whether imposad by the GOVERNMENT
or muuetpalities mchiding among others. Sales Tax, Value Added
Tax and Taxes on the Exploration, Development, extracting.
procucing, exporting or transporting ot Petroleum and LPG as well
as any and all withholding taxes that might otherwise be mmposed on
dividends, interest, technucal service fees, patent and trademark
rovalties, and sinular items. CONTRACTOR shall also be exempted
from any tax on the hiqudation of CONTRACTOR. or chstritbutions
of any mcome to the shareholders of CONTRACTOR., and from any
tax on capital.

() The rights and obhigations of EGAS and CONTRACTOR under, and
for the effective term of tlhus Agreement shall be governad by and
accordance with the provisions of this Agreement and mayv only be
altered or amended by the written mutual agreement of the said
contracting parties and according to the same procedures by which
the onginal Agreement has been 1ssued.

(2) The contractors and sub-contractors of CONTRACTOR and the Joint
Venture Company shall be subject to the provisions of this Agreement
which affect them. Without prepudice to Article XVIII (b) above. if
regulations which are duly 1ssued by the GOVERNMENT apply trom
fume to tune and are not mn accord with the provisions of this Agreement.
such regulations shall not apply to CONTRACTOR. the Joint
Venture Company and themw respective confractors and sub-contractors.
as the case may be.

(f)y EGAS. CONTRACTOR, the Jomnt Venture Company and their
respective confractors and sub-contractors shall for the purposes of
thus Agreement be exempted from all professional stamp duties,
mmposts and levies umposed by svndical laws with respect to their
documents and activities hereunder
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(g) 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 Jomt Ventiwe Company, then contractors
and sub-contractors under thus Agreement shall mclude such laws
and regulations as presently i etfect o as thereatter amendad or
substituted.

ARTICLE XIX
STABILIZATION

In case of changes 1n existing legislation or regulations applicable to the
conduct of Exploration, Development and production of Petrolenm,
wlich take place after the Ettective Date. and which signiticantly attect
the economic mterest ot this Agresment to the dettiment of
CONTRACTOR or wluch mmposes on CONTRACTOR an obligation to
renut to the ARE. the proceeds fiom sales of CONTRACTORs
Petroleum, CONTRACTOR shall notify EGAS of the subject legislative
ol regulatory measwe as well as 1ts consequent etfects that may cause the
destabilization of the Agreement. In such case. the parties shall negotiate
appropriate modifications to tlhus Agreement designed to restore the
acononuc balance thereot which existed on the Ettective Date.

The parties shall use then best efforts to agree on the appropriate
amendments to this Agreement within mnety (90) davs trom atoresaid

F;

notice.

These amendments to thus Agreement shall 1n any event neither decrease
nor mcerease the nghts and obhigations of CONTRACTOR as these were
agreed on the Effective Date.

In the event the parties tail to reach an agreement during the perod
reterred to above 1 thus Article, such cispute shall be reterred to the
general 1les 1 setthing the disputes stated 1 Article XXIV ot tlus
Aglreement.
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ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or muninent expectation of
war or internal causes, the GOVERNMENT may requisition all or
pait of the production from 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 and/or 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 thew

views with respect to such requisition.

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

(d) In the event of any requsition as provided for above, the
GOVERNMENT shall indenmify i full EGAS and CONTRACTOR

tor the penod during which the requisition 1s maintained, including:
(1) All damages which result from such requusition;, and

(2) Full repavment each month tor all Petroleum extracted by the
GOVERNMENT less the rovalty share of such production.

However, any damage resulting from enemy attack 1s not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR 1n U.S. Dollars renuttable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in
accordance with Article VII(c).
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ARTICLE XXI
ASSIGNMENT

(a) Netther EGAS nor CONTRACTOR mayv assign to a person, firm or

(b)

corporation, 1 whole or 1n part, any of 1ts nghts, prvileges. duties o
obligations under this Agreement either directly or mdectly without
the written approval of the GOVERNMENT, and 1n all cases priowty
shall be given to EGAS, 1f 1t so desire, to obtain such interest
imntendad to be assigned (except assigniment to an Atfiliated Company
of the same CONTRACTOR Membear).

Without prejudice to Article XXI (a), CONTRACTOR may assign
all or any of 1ts nghts. privileges. duties and obligations wnder this
Agreement to an Affiliated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notifty EGAS and the
GOVERNMENT 1n writing and obtain the wiitten approval of the
GOVERNMENT on the assignment.

In the case of an assignment either m a whole or 1 a pait to an
Affiliated Company, the assignor together with the assignee shall
remain jowntly and severally hable tor all duties and obligations of
CONTRACTOR under this Agreement provided such Atfiliated
Company rematns in the same capacity as an Atfiliated Company.

Te enable consideration to be given to any request tor such

GOVERNMENT s consent retetred to m (a) or (b) above, the

tollowing conditions must be tulfilled:

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

(2) The mstrument of assignment must mclude provisions stating
precisely that the assignee 1s bound by all covenants contamned 1m
this Agreement and any moditications or additions m witting
that up to such tume may have been made.
A dratt of such mstiument of assignment shall be subnutted to
EGAR tor review and approval before being formally executad.

(3) The assignor(s) nmust subnut to EGAS reasonable documents that
evidence the assignee’s financial and technical competence.
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() Any assigmment. sale, transter or other such convevance made

(2)

(1)

pwrsuant to the provisions of this Article XXI shall be free of any
fransfer, capital gains taxes or related taxes. charges or tees
including  without hmitation, all Income Tax, Sales Tax, Value
Added Tax. Stamp Duty, or other Taxes or smlar paviments.

Once the assignor and a proposed third party assignee, other than an
Atfiliated Company, have agreed the final conditions of an
assignment, the assignor shall disclose m  details such final
conditions 11 a written notification to EGAS. EGAS shall have the
right to acquure the mterest mtended to be assigned, if. within ninety
(90) davs from assignor’s wiitten notification, EGAS delivers to the
assignor a written notification that 1t accepts the same conditions
agreed to with the proposed thud party assignee. If EGAS does not
deliver such notification withun such mnety (90) dayv penod. the
assignor shall have the nght to assign to the proposed third party
assignee, subject to the Government approval under paragraph (a) of
thus Article.

As long as the assignor shall hold any imnterest under thus Agreement,

the assignor together with the assignee shall be jowntly and severally
liable tor all duties and obligations of CONTRACTOR under this
Agreement.

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. 1n
the tollowing mstances:
(1) It 1t has knowingly submutted any false statements to the

GOVERNMENT which were of a matenal consideration for the
execution of thus Agreement
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(b

“

J

(2) It 1t assigns any terest herevnder contrary to the provisions of

Article XXI.

[f 1t 15 adjuchcated banlupt by a court of competent jurisciction,

[f 1t does not comply with anv final decision reached as the result

of court proceedings conducted under Article XXIV(a).

(3) It itintentionally extracts any minetal, other than Petrolewm, not

authorizad by this Agreement or without the authonzation of the
GOVERNMENT. except such extractions that may  be
unavoldable as the result of the operations conducted hereunder
i accordance with accepted petrolemm Incustiy practice and
wluch shall be notitied to the GOVERNMENT or its
representative as soon as possible.

(6) If 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 contrachcted by the
provisions of this Agreement.

Such cancellation shall take place without prejudice to any 1ights
which mayv have accrued to the GOVERNMENT against
CONTRACTOR 1n accordance with the provisions ot tlus
Agreement, and, 1 the event of such cancellation,
CONTRACTOR, shall have the nght to temove from the Area

all 1ts personal property.

[t the GOVERNMENT deems that one of the atoresard causes (other
than a force majeme cause retenred to i Article XXIII) exusts to
cancel this  Agreement, the GOVERNMENT shall  give
CONTRACTOR mnety (90) davs written notice personally served
on CONTRACTORs General Manager, in the legally official manner
and receipt of which 1s acknowledged by hum or by lus legal agents.
to remedy and remove such cause. But if tor any reason such service
15 1mpossible due to un-notified change of address, publication 1 the
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(a)

(b)

Otficial Joumal of the GOVERNMENT of such notice shall be
considerad as valid service upon CONTRACTOR. It at the end of
the said mnety (90) davs notice period such c¢ause has not been
remedied and removed, this Agreement may be canceled torthwith
by Order or Presidential Decree as atoresaid. Provided however, that
1f such cause. or the tathwe to remedy or remove such cause, results
from any act or onussion of one party, cancellation of tlus
Agreement shall be etfective only against that party and not as
agalnst any other party hereto.

ARTICLE XXIII
FORCE MAJEURE

The non-performance or delay m pertormance by EGAS and
CONTRACTOR, or etther of them. of anyv obligation under thus
Agreement shall be excused 1t, and to the extent that, such
non pertormance or delayv 1s ¢cansed by torce majeure. The perod of
any such non-pertormance or delay, together with such penod as
may be necessary for the restoration of any damage done durmg such
delay, shall be added to the tome given 1n this Agreement for the
pertormance of such obligation and tor the pertormance of any
obligation dependent therson and consequently, to the term of tlis
Agreement, but only with respect to the Exploration or Development
Block(s) attectad.

"Force Majewre" within the meaning of tlus Article XXIII, shall be
any act of God, msurrection. not, war, stile, and other labo
cistarbance, fires, tloods or any cause not due to the tault o
neghgence of EGAS and CONTRACTOR or either of them, whether
ol not siular to the foregowng:. provided that any such cause 1s
bevond the reasonable control of EGAS and CONTRACTOR. or

etther of them.
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(¢) The GOVERNMENT shall mcur no responsibility whatsoever to

(d)

(a)

(b

EGAS and CONTRACTOR, o either of them. for any damages.
restrictions or losses arsing 1 consequence of such case of force
majewre hereinatter reterred to i thus Aiticle,

If the force majeure event occurs during the first Exploration period
or any extension thereot and continues 1 effect for a period of s1x
(6) months, CONTRACTOR shall have the option upon mnety (94)
davs prior written notice to EGAS to terminate 1ts oblhigations
hereunder without finther liability of any kind.

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute. controversy or claim arising out of ot relating fo this

Agreement o the breach, ternunation or mnvalidity thereof, between
the GOVERNMENT and the parties shall be 1efenred to the
Jurschetion ot the competent comrts 111 AR E. and shall be finally
settlad by such courts.

Any dispute, confroversy ar ¢lamm ansing out of or relating to thus

Agreement, o1 the breach. ternunation or invalichty thereof, between
EGAS and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules ot the Caro Regional Center
tor International Conumercial Arbitration (the “Center”) 1 etfect on
the date of thus Agreement. The award ot the arbitrators shall be
tfinal and binding on the parties.

(¢) The munber of arbitrators shall be three (3).

(d)

(e)

Each party shall appoint one (1) arbitrator. If, within thurty (30) days
atter receipt of the claimant’s netification of the appomntment of an
arbitrator the respondent has not notified the claimant m witing of
the name of the arbitrator he appoints. the claimant may request the
(Center to appomt the second arbitrator.

The two (2) arbitrators thus appointed shall choose the thud arbitrator
who shall act as the preswding arbitrator of the tribunal. It witlun
thirty (30) davs atter the appowutment of the second arbitiator, the
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two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party mayv request the Secretary General of the
Permanent Court of Arbitration at The Hague. the Netherlands to
designate the appomting authowty. Such appomting authonty shall
appout the presiding arbitrator 1 the same wayv as a sole arbitrator
would be appomted under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of a nationality
other than the A R.E. or the CONTRACTOR s nationality(ies) and of
a country which has diplomatic relations with both the A RE. and
the CONTRACTOR s country(1es) and who has no economic mterest
1n the Petrolewm busmess of the signatories hereto.

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

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

()

(1)

arbitration. including the making of the award, shall take place in
Caito. ARE. .

artres. mcluding the arbitration tees and all related 135ues and the

exwecution of the arbitrators decision shall be retaired to the
competent couts according to the Egvptian laws.

Egvptian law shall apply to the dispute except that 1 the event of
any conthict between Egyptian laws and tlus Agreement, the
provisions of tlus Agreement (including the arbitration provision)
shall prevail. The arbitration shall be conducted in both English and
Arabic languages.

Itf. for whatever reason. arbittation 1 accordance with the above
procedure can not take place, EGAS and CONTRACTOR will
transter all disputes. controversies or claims arising out of or relating
to this Agreement or the breach, ternunation or mnvalidity thereof
shall be seftled by ad hoc arbitration 1 accordance with the
UNCITRAL Arbitration Rules in ettect on the Eftective Date.
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ARTICLE XXV
STATUS OF PARTIES

(a) The rights, duties, obligations and liabilities 1n respect of EGAS and

(b)

(¢)

CONTRACTOR hereunder shall be several and not joint or
collective, 1t being understood that this Agreement shall not be
construed as constituting an assoclation or corporation or partnership.
Each CONTRACTOR Member shall be subject to the laws of the
place where 1t 15 mcorporated regarding 1ts legal status or creation,
organization, charter and by-laws, shareholding and ownership.
Each CONTRACTOR Member’s shares of capital which are entwely
held abroad shall not be negotiable in the A R.E. and shall not be
offered for public subscription nor shall be subject to the stamp tax
on capital shares nor any tax or duty in the A RE.. CONTRACTOR
shall be exempted from the application of Law No. 1539 of 1981, as
amended.
All CONTRACTOR Members shall be jointly and severally hiable
for the pertormance of 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) Give prionty to local contractors and sub-contractors, including

EGAS™ Affiliated Companies, as long as thewr performance 1s
comparable with international performance and the prices of thenr
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).
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(b) Give preference to locally manufactured material, equipment,
machinery and consumables as long as thew quality and tume of
delivery are comparable to internationally available matenal,
equipment, machinery and consumables. However, such matenal,
equipment, macluinery and consumables may be imported for
operations conducted hereunder 1f the local price of such items at
CONTRACTOR s or the Joimnt Venture Company’'s operating base in
the A R.E. 15 more than ten percent (10°%) higher than the price of
such mmported 1tems before customs duties, but after transportation

and msurance costs have been added.
ARTICLE XXYII
TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of ARE., be referred to in construing 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 XXYVIII
GENERAL

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

respect to the mterpretation of said Articles.
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ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law 1s 1ssued by the competent authorities of the A R.E.
authorizing the Minmster of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment, and the Agreement 1s signed by

the GOVERNMENT, EGAS and CONTRACTOR.

TOTAL E & P EGYPTE
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
TOTALE & P EGYPTE
AND
ENEL TRADE S.p.A.
IN
EAST EL. BURULLUS OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

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

(1: 900 004 showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately two thousand five
hundred and sixteen square kilometers (2316 km?). It consists of all or
part of Exploration Blocks, the whole Blocks are defined on three (3)

minutes latitude by three (3) mumtes longitude grid.

The delineation lines of the Area i Annex "B" are intended to be only
tllustrative and provisional and may not show accurately the true position
of such blocks 1 relation to exuisting monuments and geographical

features.
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Coordinates of the comer points of the Area are given i the following

table wlich forms an integral part of this Annex "A":-

BOUNDARY COORDINATES
OF
EAST EL BURULLUS OFFSHORE AREA
MEDITERRANEAN SEA

Coordinates Block (a)

NO. Latitude (North) Longitude (East)
1 32 34 0" 31° 42 oo
2 32 25 0" 31° 42 oo
3 32 25 (0" 310 38" oo
4 3 27 (0" 31 38 oo
3 32 27 (0" 31 36 oo
6 32 28 (0" 31 36 oo
7 32 28 Q0" 31 31 Oo"
3 3 27 (0" 31 310 (0"
9 3 27 (0" 31 29 (0"
10) 32 267 0" 31 29° oo
11 32 26 (0" 31 26 oo
12 3 25 (0" 31 26 oo
13 32 25 (0" 31 24 oo
14 32 24 (0" 31 24 oo
15 32 24 Q0" 31 18" Oo"
16 32 {6 (0" 31 18" (0"
17 32 (6 0" 31 (05 Oo"
18 32 (8 (0" 31 (5" (0"
19 32 08 0" 31° 04° oo
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Coordinates Block (a)
NO. Latitude (North) Longitude (East)
20 3 1 (0" 31° (4" (0"
21 32 10 (0" 31° (02 (0"
22 32 11" (0" 310 (02 (0"
23 32 11" (0" 310 () (0"
24 32 (9 (0" 31° (M) (0"
25 32 (9 (0" 30 397 (0"
20 32 08 (0" 30 39 (0"
27 3 (08 (0" 30 8" (0"
28 32 (9 (0" 30 58 (0"
29 3 {9 (0" 307 37 (0"
30 32 (5 (0" 30° 37 ("
31 32 (15 (0" 30 38 (0"
32 32 4 (0" 30 38" (0"
33 32 {4 (0" 31° (1) (0"
34 32 () (0" 31° (M) (0"
35 32 () (0" 30 45 (0"
36 3 {3 (0" 30 45° (0"
37 32 (13 (0" 30 46° (0"
38 3 {4 (0" 30 46° (0"
39 32 {4 (0" 30° 47 ("
40 32 (5 (0" 307 47 (0"
41 32 {15 (0" 30 48" (0"
42 32 6 (0" 30 48" (0"
43 32 {6 (0" 30 49° (0"
44 32 07 (0" 30 49° (0"
45 32 {7 (0" 30° 50 (0"
46 32 08 (0" 30 S0 (0"
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Coordinates Block (a)
NO. Latitude (North) Longitude (East)
47 32 08 (0" 307 340 (0"
48 32 1 (0" 307 340 (0"
49 32 1 (0" 307 57 (0"
5{) 32 12" (0" 307 57 (0"
51 32 12 (0" 307 587 (0"
52 32 13 (0" 30° S8 (0"
53 32 13 (0" 31° 13 (0"
54 32 15 (0" 31° (3" (0"
35 32 15 (0" 307 567 (0"
56 32 17 (0" 307 567 (0"
57 32 17 (0" 307 35 (0"
58 32 13 (0" 30 33 (0"
59 32 13 (0" 30 3 (0"
6{) 3 21 (0" 30° 34 (0"
61 3 21 (0" 30° 48" (0"
62 32 207 (0" 30 48° (0"
03 32 207 (0" 30 47 (0"
64 32 19° (0" 307 47 00"
03 32 19° (0" 307 46° 00"
60 32 138 (0" 307 46° 00"
67 32 18 (0" 307 45 (0"
68 32 16° (0" 307 45 (0"
69 32 16° (0" 307 44 (0"
Bl 32 17 (0" 307 44 (0"
71 32 17 (0" 30° 42 (0"
72 32 30 (0" 30° 42 (0"
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Coordinates Block (Iy)

NO. Latitude (North) Longitude (East)
1 3 (04 (0" 307 43 (0"
2 32 00 (0" 30 43" oo
3 32 (0 (0" 307 36° (0"
4 32 (01" (0" 307 36° (0"
3 32 1" Oo" 30° 39° Oo"
6 32 (02 (0" 30° 39° (0"
7 32 02 Oon 30° 41° oo
8 32 13 Oo" 30° 41° Oo"
9 32 (3 (0" 307 4% (0"
10} 32 04 (0" 30° 42 (0"

Coordinates Block (¢)

NO. Latitude (North) Longitude (East)
1 3 (02 (0" 307 34 (0"
2 32 00 (0" 30 34 oo
3 3 (0 (0" 307 24 (0"
4 3 (01" (0" 307 24 (0"
3 32 01" Oo" 30° 3 Oo"
6 32 (02 (0" 30° 31 (0"
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Coordinates Block (d)

NO. Latitude (North) Longitude (East)
1 31° 567 (0" 30° 36° (0"
2 31° >34 (" 30° 36° (0"
3 31° 54 (0" 30 35 (0"
4 31° 53 (0" 30 35 (0"
5 31° 53 (0" R 38 (0"
6 31° 54 (0" 30 38 (0"
7 31° 54 (0" 30 39° (0"
3 31° 55 (0" 30 39° (0"
9 31° 55 (0" 30 38° (0"

14} 31° 56° (0" 30 38" (0"
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ANNEX “ B "

MAP OF THE CONCESSION AGREEMENT
JURULLUS OFFSHORE AREA

MEDITERRANEAN SEA
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ANNEX "C"
BANK LETTER OF GUARANTEE

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

The undersigned, National Bank of Egvpt as Guarantor, hereby
guarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(hereinatter reterred to as "EGAS™) to the lmut of one hundred and
twenty five nullion U.S. Dollars ($125 (040 000), the performance by
TOTAL E&P EGYPTE "TOTAL" and ENEL TRADE Sp A. "ENEL"
(heremnatter retenred to as "CONTRACTOR™) of 1ts obligations recquired
tor Exploration operations to spend a muunmum of one hundred and
twenty five nullion US Dollars (§ 123 000 000) dumng the towr (4)
Years of the tust Exploration peniod under Article IV of that certamn
Concession Agreement (heretnafter referred to as the "Agreement”)
covertng that Area descnbed in Annexes "A" and "B" of said Agreement. by
and between the Arab Republic of Egyvpt (herematter reterred to as "A RE."),
EGAS and CONTRACTOR., m East El Buullus Oftshare Area Medhtanansan
Sea 1ssued by Law No... of 20},

It 15 mnderstood that this Guarantez and the hability of the Guaranto
hereunder shall be reduced quarterly, during the period of expenditine of
sard one hundred and twenty tive nullion U.S. Dollars (§ 125 0040 004) by
the amount of money expendad by CONTRACTOR tor such Exploration
operations chrng each such ¢quarter and approved by EGAS. Each such
recluction shall be established by the joint wiitten statement to the
Cruarantor by EGAS and CONTRACTOR.

In the event of a claum by EGAS of non-pertormance or surrender of the
Agreement on the pait of CONTRACTOR pror to fulfillment of said
muumn expenditine obligations under Article IV ot the Agresment.
there shall be no hability on the nndersigned Guarantor tor pavment to
EGAS unless and until such lhiabiity has been established by wiitten
statement of EGAS setting torth the amount due under the Agreement.
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It 13 a further condition of tlus Letter of Guarantee that:

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

(2) Thus Letter of Guarantee shall 1n any event automatically expire:

(a) Four (4) Years and six (6) months after the date 1t becomes
effective, 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 mumnnum expenditure obligation, whichever 1s
earlier.

(3) Consequently, any claim, m respect thereot should be made to the
Guarantor prior to either of said expuation dates at the latest
accompanied by EGAS™ wiitten statement, setting forth the amount
of under-expenditiwe by CONTRACTOR to the etfect that:

(a) CONTRACTOR has failed to pertorm its expenditiwe obligations
referred to 1 this Guarantee, and

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGAS.

Please return to us this Letter of Guarantee in the event 1t does
not become effective, or upon the expuy date.

Y owrs Faithfully,

Accountant; -----------mmcemmmm e

Manager | -------mmmmmmmmmm -

Date e mmmmm——m—————————————————————
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ANNEX "D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE 1
FORM AND GOVERNING LAW

Aot stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be tformed with the authonzation of the
GOVERNMENT 1n accordance with the provisions of this Agreement
referred to below and of this Charter.
The Jomnt 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
mnconsistent with the provisions of this Charter and the Agreement
referred to below.

ARTICLE II

NAME OF JOINT VENTURE COMPANY

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

ARTICLE III

LOCATION OF HEAD OFFICE

The Head Office of the Joint Ventwre Company shall be in Cawro, A RE..

ARTICLE IV

OBJECT OF THE JOINT YVENTURE COMPANY

The object of the Joint Venture Company 1s to act as the agency through
which EGAS and CONTRACTOR, cany out and conduct the
Development operations required m accordance with the provisions of
the Concession Agreement for Gas and Crude Oil Exploration and
Exploitatton 1m EAST EL BURULLUS OFFSHORE AREA,
MEDITERRANEAN SEA, ARE (hereinafter referred to as the
"Agreement") entered into by and between the Arab Republic of Egypt
(hereinafter referred to as the "ARE."). EGAS and CONTRACTOR
1ssued by Law No. -------- of 20-----.
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The Tomt Venture C'ompany shall also be the agency to cary ont and
conduct Exploration operations after the date ot Commercial Discovery,
in any portion of the Area converted mto a Development Lease, pursuant
fo Work Programs and budgets approved 1n accordance with the

Agreement.

The Jomt Venture Company shall keep account of all costs. expenses and
expenditures for such operations under the terms of the Agreement and

Annex "E" thereto,

The Tomnt Venture Company shall not engage 1 any business o
undertake any activity bevond the pertormance ot sard operations unless
otherwise agreed upon by EGAS and CONTRACTOR.

ARTICLE V
CAPITAL

The authonzed capital of the Jomnt Venture Company 1s twenty thousand
(20000) Egvptian Pounds divided mto five thousand (30040) shares of
conumon stock with a value ot tour (4) Egvptian Pounds per share having
aqual voting nghts, tully paid and non-assessable.

EGAS and CONTRACTOR shall each pay tor, hold and own, throughout
the lite of the Jomt Venture Company, one halt (1/2) ot the capital stock
of the Joint Venture Company provided that only i the event that either
party should transter o assign the whole or any percentage ot 1ts
ownership interest 1 the entirety of the Agreement. may such
transterring or assigmng party transter or assign any ot the capital stock
of the Jount Venhwe Company ancd, i that event. such transteiring o
assigning party (and 1ts successors and assignees) must transter and
assign a stock mterest o the Jomt Ventue Company equal to the
transterred or assigned whole or percentage of its ownerslup mterest
the entirety of the sald Agreement.
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ARTICLE VI
ASSETS

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

any source whatsoever.
ARTICLE VII

ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever 1t 15 indicated herein that the Jont
Ventwe Company shall decide, take action or make a proposal and the
like, 1t 135 understood that such decision or judgment 1s the result of the
decision or jqudgment of EGAS, CONTRACTOR o 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, four (4) of whom shall be designated by EGAS and
the other four (4) by CONTRACTOR. The Chairman shall be designated
by EGAS and shall also be a Managing Director. CONTRACTOR shall

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

Meetings of the Board of Directors shall be valid it a majonity of the
Directors are present and any decision taken at such meetings must have
the affirmative 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 1f a majority of the
capital stock of the Joint Ventwe Company is represented thereat. Any
decision taken at such meetings nmst have the affirmative vote of

Shareholders owning or representing a majority of the capital stock.
ARTICLE XI
PERSONNEL AND BY-LAWS

The Board of Directors shall approve the regulations covering the terms
and conditions of emplovment of the personnel of the Joint Ventwe
Company emploved directly by the Jomnt 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
JTomnt Venture Company and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders, 1n accordance with

the provisions of Article X hereof.
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ARTICLE XII

DURATION OF THE JOINT VENTURE COMPANY

The Jomnt Ventwe Company shall come into existence within thirty (34)
days after the date of Conunercial Oi Discovery or within thirty (30)
days after signature of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for in the 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 thereot.

The Jomnt Ventwre Company shall be wound up if this Agreement 1s

terminated for any reason as provided for therein.

TOTAL E & P EGYPTE
BY  mmmemmmm e e e e

ENEL TRADE S.p.A.
BY [ s e e e

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

() Definitions:
The defimtions contained 1n Article T of this Agreement shall apply
to this Accounting Procedwe and have the same meaning.

() Statements of Activity:

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

classifications mndicative of the nature thereof,

(2) Following its coming mto exustence, the Jomnt Ventwwe Company
shall render to EGAS and CONTRACTOR witlun fitteen (13)
days of the end of each calendar quarter a Statement of
Development and Exploration Activity reflecting all charges
and credits related to the Development and Exploration
operations conducted 1 any portion of the Area converted into
a Development Lease for that quarter, summanzed Dby
appropriate classifications indicative of the natwe thereof,
provided that items of confrollable matertal and wnusual

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

(1) Each quarterly Statement of Exploration Activity puarsuant to
Article I(b) (1) of thus Annex shall conclusively be presumed to
be true and carrect atter three (3) months tollowing the recaipt
of each Statement by EGAS, unless withun the said three (3)
month period EGAS takes written exception thereto pursnant to
Article IV(f) of the Agreement. During the said tlhnee (3) month
penod supporting documents will be avallable tor mspection by
EGAS dwing all worlang hours.

CONTRACTOR shall have the same audit nights on the Joint
Venture Clompany Statements as EGAS under thus sub-paragraph.

(2)  All Statements of Development and Exploration Activity tor
any calendar quarter pursuant to Article I{b)(2) of tlhus Annex,
shall conclusively be presumed to be true and conect after
three (3) months following the receipt of each Statement of
Development and Exploration  Activity by EGAS  and
CONTRACTOR, unless withun the sawd theee (3) month period
EGAS or CONTRACTOR takes witten exception thereto.
Pending expiration of sawd tlhuee (3) month pertod EGAS or
CONTRACTOR or both of them shall have the night to audit
the Joint Ventire Company’s accounts, records and supporting
documents tor such quarter, 1 the same mamer as provided tor
1n Arficle IV(1) of the Agreement.

(d) Currency Exchange:

CONTRACTOR s books for Exploration and the Jomt Venhue
Clompany s boolss tor Development and Exploration. 1t any., shall be
kept i the ARE 1 US Dollars. All U.S. Dollars expenditines
shall be charged 1 the amount expended. All Egvptian currency
expenditures shall be converted to U.S. Dollars at the applicable rate
of exchange 1ssued by the Central Bank of Egypt on the tust day of
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(2)

the month m which expenditures are recorded, and all other non-U.S.
Dollars expenditwes shall be converted mto U.S. Dollars at the
buving rate of exchange tor such currency as quoted by National
Westnunster Bank Linuted, London. at 1930 am. GMT.. on the
tirst day of the month 1 which expenditures are recorded. A record
shall be kept of the exchange rates usad i converting Egyvptian
currency of other non-U.S. Dollars expenditures into U.S. Dollars.
Precedence of Documents:

[n the event of any mconsistency or conflict between the provisions
of this Accounting Procedwe and the provisions of the Agreement
freating the same subject ditferently, then the provisions of the
Agreement shall prevail.

Revision of Accounting Procedure:

By mutual agreement between EGAS and CONTRACTOR. this
Accounting Procechue may be revised i wiiting trom tune to tume 1n
the Light of tuture arrangements.

No Charge for Interest on Investment:
[nterest on investiment or any bank fees, charges o conmussions
related to any bank guarantees shall not at any tune be charged as
recoverable costs under the Agreement.

ARTICLE I1

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement. CONTRACTOR shall alone
bear and, duectly or through the Jomnt Venture Company. pay the
tollowing 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 1n accordance

with Article VII of this Agreement:
(3) Surface Rights:

All chrect cost attributable to the acqusition, renewal or relmquislonent
of surtace nghts acquured and maintamed 1 force for the Area.
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(b) Labor and Related Costs:

(1)

Salartes and wages of CONTRACTOR s o1 the Jomnt Ventwe
Company s emplovees, as the case may be, cirectly engaged 1n
the varous activities under the Agreement. mcluding salaries
and wages patd to geologists and other emplovees whoe are
temporarily assigned to and emploved 1n such activities. Such
salaries and wages shall be certitied by a certified public
accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take inte account changes m CONTRACTOR's
policies and amendments of laws applicable to salanes. For the
purpose of thus Article IIKb) and Article II(¢) of tlus Annex,
salartes and wages shall mean the assessable amounts tfor
A RE Income Taxes. including the salares duning vacations
and sick leaves, but excluding all the amounts corresponding to
the other items covered by the percentage fixed under (2)
below.

(2) Far expatiiate emplovees permanently assigned to AR E

1- All allowances apphecable to salanes and wages.,
2- Cost of established plans, and

- All fravel and relocation costs of such expatriate emplovees

and their tannhes to and from the emplovee’s country or pount
of ongin at the time of emploviment. at the tume of separation,
o1 as a result of transter from one location to another and tor
vacation (transportation costs tor emplovees and then tamilies
transterning  from the A RE. to another location other than
their country of ongin shall not be charged to ARE.
operations).

Costs under this Aaticle II{L)2) shall be deemed to be equal to
fifty percent (50%) of basic salarles and wages pard tor such
expatriate personnel including those paid durmng vacations and
sick leaves as established 1n CONTRACTOR s international
policies, chargeable under Article II{b)( 1), Article 1I(1), Article
[I{(1 ) and Article II(K)(3) of tlis Annex.
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However, salaries and wages duning vacations, sick leaves and
cisability are covered by the foregoing percentage. The
percentage outlined above shall be deemed to retlect
CONTRACTOR s actual costs as of the Effective Date with
regard to the following benefits, allowances and costs:-

1. Housing and utilities allowance.

2. Commodities and services allowance.

3. Special rental allowance.

4. Vacation transportation allowance.
5. Vacation travel expense allowance.
6. Vacation excess baggage allowance.

Education allowances (children of expatiiate emplovees).

&

8. Hypothetical U.S. tax offset (which results in a reduction of
the chargeable percentage).

9. Storage of personal effects.

19, Housing refurbishment expense.
11. Property management service fees.
12. Recreation allowance.

13. Retirement plan.

[a—
[

Group life msurance.

[ —
!’\Jl

Group medical mswrance.

[—
-t

Sickness and disability,

17. Vacation plans paid (excluding allowable vacation travel
expenses).

18. Savings plan,

19. Educational assistance.
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20, Military service allowance.
21, FI1CA.

22, Workman’s compensation.

-2
4

. Federal and state unemplovment msurance.

-2
Lo

. Personnel transfer expense.

25, National msurance.

[
‘N

L2
o)

Any other costs, allowances and benefits of a simular
nature as established m CONTRACTOR's international
policies.

The percentages outlined above shall be reviewed at intervals
of three (3) Years from the Effective Date and at such tune
CONTRACTOR and EGAS shall agree on new percentages to
be used under this Article II{(L)Y 2).

Revisions of the percentage shall take into consideration
varlances 1 costs and changes 1 CONTRACTOR’s
international policies which modity or exclude any of the
above allowances and benefits.

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

(3) For expatiiate emplovees temporanly assigned to the A RE. all
allowances, costs of established plans and all travel andior
relocation costs for such expatriates as paid in accordance with
CONTRACTOR s international policies. Such costs shall not
include any  adnmmstrative overhead other than what 1s
mentioned in Article II(k)2) of tlus Annex.

(4) Expendcitine or contributions made pursuant to law or assessment
imposed by any governmental authonty which are applicable to
labor cost of salaries and wages as provided under Article II(b)
(1), Article II(LY2). Article II(1). Article II(k)( 1) and Article II
()(3) of this Annex.
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(c)

(d)

Benefits, allowances and related costs of national employees:

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

Material:

Material, equupment and supplies purchased or furnished as such by
CONTRACTOR or the Jant Venture Company.

(1) Purchases:

Material, equipment and supplies purchased shall be accounted
tor at the price paid by CONTRACTOR or the Joint Venture
Company plus any related cost and after deduction of all
discounts actually recerved.

(2) Material furnished by CONTRACTOR:

Material, required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furmsh
such material from CONTRACTOR’s or CONTRACTOR's
Affiliated Companies stocks outside the ARE. under the
tollowing conditions:

1. New Material (Condition "A'™)

New  Matental transferred  from CONTRACTOR's o
CONTRACTOR s Affiliated Companies warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied 15 not higher than international prices tfor
material of stmilar quality supplied on simular terms, prevailing at
the tume such material was supplied.
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2. Used Material (Conditions "B" and "C")

a) Used Material wluch 13 1 sound and serviceable condition and
15 sultable tor reuse without reconditiomng shall be classitied
as Condifion "B" and priced at seventy - tive percent (73%) ot
the price of new matenal.

by Used Matertal which cannot be classitied as Condition "B" but
wluch 15 serviceable tor onginal function but substantially not
suttable tor reuse without reconditioning, shall be classitied as
Conchitton "C" and priced at fitty percent (530%) of the price of
new aterial,

¢) Used Material wluch cannot be classified as Condition "B" or
Clondition "C'" shall be priced at a value commensurate with 1ts
use.

d) Tanls. buldings and other equipment involving erection costs
shall be charged at applicable percentage of knocked - down
New plice.

(3) Warranty of material furnished by CONTRACTOR
CONTRACTOR does not wanrant the material furmshed beyvond
or back of the dealer’s or manutacturer’s guarantee, and in case of
detective material. credit shall not be recorded mntil adustment
has been recerved by CONTRACTOR from the manufacturer(s)
of 1ts (thelr) agents.

(¢) Transportation and Employee Relocation Costs:

(1) Transportation of matenal, equipment and supplies necessary tor
the concduct of CONTRACTOR s o1 the Joint Ventme 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 mecurted and paid by, o
for, emplovees 1 the conduct of CONTRACTOR s or the Jomnt
Venture Company s business.

(3) Employvees transportation and relocation costs tor national
emplovees to the extent coverad by established policies.
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(f) Services:

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

and utilities procured trom third parties.

(2) Cost of services performed by EGAS or by CONTRACTOR. or
their Atfiliated Compaiues 1n facilities mside or outside the
AR E. Regular. rtecurning, routine services, such as mterpreting
magnefic tapes and/or other analvses, shall be pertormed and
charged by EGAS and‘or CONTRACTOR or thenr Atfiliated
Companies at an agreed contracted price. Major projects
mvolving engineering and design services shall be pertormed by
EGAS andior CONTRACTOR or thenr Atfihated Companies at
a negofiated contract amount.

(3) Use of EGAS’, CONTRACTOR s or their Atfihated Compantes’
wholly owned equipment shall be charged at a rental rate
comimensitate with the cost of ownerslup and operation, but not

1 excess of competitive rates then prevailling m the ARE.

(4) CONTRACTOR s and CONTRACTOR s Athhated Compantes
rates shall not mclude any adnumstrative or overhead costs other
flhian what 1s mentionad m Article II{O(2) of this Annex

(g) Domages and Losses:

All costs or expenses, nacessary to 1eplace or repanr damages or
losses mecunred by fire, flood, storm, thett, accident or any other
cause not controllable by CONTRACTOR or the Jomt Ventwe
Clompany through the exercise of 1easonable diligence. CONTRACTOR
or the Jomt Ventwe Company shall finnish EGAS and CONTRACTOR
with a written notice of damages or losses meurred 1n excess of ten
thousand ULS. Dollars ($10 000) per occurrence, as soon as practicable
atter report of the same has been received by CONTRACTOR or the
Tomnt Venture Clompany,
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(h) Insurance and Claims:

(1)

The cost of any public iability, property damage and other msurance
against liabilities of CONTRACTOR, the Jomnt Venture Company
and/or the parties or any ot them to thewr emplovees and/or outsiders
as mayv be requured by the laws, rtules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds ot
any such inswrance or claim collected, less the actual cost of malking
a clanm, shall be credited agamnst operations.

[t no msurance 1s cartled for a partteular nsk. in accordance with
good international petroleum mdustry practices, all related actual
expenditures mcmred and paid by CONTRACTOR or the Joint
Ventiwe Company 1 settlement of any and all losses. claumns.
damages. judgments and any other expenses, including legal
Services.

Indirect Expenses:

Camp overhead and facilities such as shore base, warechouses, water
svstems, road systems, salaries and expenses of hield supervisory
personnel, field cletks. assistants and other general emplovees
imnchirectly serving the Area.

Legal Expenses:

All costs and expenses of litigation. or legal services otherwise
necessary or expedient for the protection of the Area. mcluding
attorney’s tees and expenses as herematter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any paity or parties hereto 1 securing evidence tor the purpose of
detending agaiwnst any action or clamm prosecuted or wged against
the operations or the subject matter ot the Agreement. In the event
actions o clanms attecting the interests herevnder are handled by the
legal statf of one or more of the parties hereto, a charge conunensurate
with the cost of providing and furmshing such services shall be made
to operations.
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(k) Administrative Overhead and General Expenses:

(1)

(2)

While CONTRACTOR 13 conducting Exploration operations, the
cost of staffing and maintammng CONTRACTOR s head otfice in
the ARE. and'or other offices established m the ARE. as
appropriate other than field otfices., which shall be chaiged as
provided tor m Article II(1) of thus Annex, and excepting salaries
of emplovees of CONTRACTOR whoe are temporanly assigned
to and crectly serving on the Area. which shall be charged as
providad tor i Article II(h) of this Annex.

CONTRACTOR s admuustrative overhead outside the ARE.
applicable to Exploration operations i the A R.E. shall be
charged 2ach month at the rate of five percent (5%) of total
Exploration expenditres. provided that no admuomstrative
overthead of CONTRACTOR outside the AR E. apphicable to
A RE. Exploration operations shall be charged for Exploration
operations conducted by the Jont Venture Company. No other
direct charges as such for CONTRACTOR's adnumstrative
overhead outside the A R E. shall be applied against the Exploration
obligations. Examples of the type of costs CONTRACTOR 13
mcurning and charging hereunder due to activities under this
Agreement and covered by sard percentage are:

1- Executive - tune of executive otficers.

2- Treaswry - tfinancial and exchange problems.

3- Purchasing - procurtng matenals. equupment and supphes.

4- Exploration and Production - cirecting. advising and controlling
the entire project.

5- Othar departments such as legal, controlling and engineering
which confiibute tume, knowledge and experience to the
operations,

The foregomg does not preclude charging for duoect service

under Article ID2) of tlhus Annex.
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(3) While the JToint Ventire Company 1s conducting operations, the
Jomt Venture Company’s personnel engaged 1 general clerical
and office worlk, supervisors and officers whose time 15 generally
spent 1 the main office and not the field, and all emplovees
generally considered as general and admimstrative and not
charged to other types of expenses shall be charged to operations.
Such expenses shall be allocated each month Dbetween
Exploration and Development operations according to sound and

practicable accounting methods.
(I) Taxes:
All taxes, duties or levies patd i the AR E. by CONTRACTOR or

the Jomt Ventwe Company with respect to this Agreement other

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

Costs of CONTRACTOR activities required under the Agreement
and mcurred exclusively 1 the AR.E. after the Jomt Venture
Company 1s formed. No sales expenses incured outside or mnside 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 toregoing provisions of this Article II,
imcwred by CONTRACTOR or the Joint Venture Company under

approved Work Programs and budgets.
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(b)

(@)

ARTICLE II1
INVENTORIES

Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGAS and CONTRACTOR
mveantories shall be taken by the Jomt Ventwe Company of the
operations materlals. wluch shall include all such matenals, physical
assets and construction projects. Wiitten notice of intention to take
inventory shall be given by the Jomt Venture Company to EGAS and
CONTRACTOR at least tlharty (30) davs before any mnventory is to
begin so that EGAS and CONTRACTOR may be represented when
any mventory 1s takken. Fallure of EGAS and‘or CONTRACTOR to
be represented at an inventory shall bind them to accept the
mventory taken by the Jomt Venture Company. who shall i that
event furnish the party not represented with a copy thereot

Reconciliation and Adjustment of Inventories:
Reconciliation ot mventory shall be made by CONTRACTOR and
EGAS, and a list of overages and shortages shall be jomtly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the inventory adjusted by the Jomt Venture Company.
ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery
Petroleum:

CONTRACTOR shall, parsnant to Article VII of the Agreement,
render to EGAS as prompily as practicable but not later than fitteen (15)
davs atter receipt from the Jomnt Venhue Company of the Statements
for Development and Exploration Activity for the calendar quarter a
"Statement” tor that quarter showing:

- Recoverable costs carnted forward trom the previous quarter, 1t

any .

2- Recoverable costs meurred and paid ducmng the quarter.
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(b)

(d)

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

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

3- Amount of costs recoverad tor the quarter.

6- Amount of recoverable costs carrled forward mto the succeeding
quarttar, if any.

7= Excess, if anyv. of the value of Cost Recovery Petroleum taken and
separately disposed of by CONTRACTOR over costs recovered
tor the quarter,

Payments:

[t such Statement shows an amount due to EGAS, pavinent of that

amount shall be made m U.S. Dollars by CONTRACTOR with the

rendition of such Statement. If CONTRACTOR tails to make any

such pavment to EGAS on the date when such pavment 15 due, then

CONTRACTOR shall pay interest of two and one halt percent (2.5%)

per annum Ingher than the London Interbank Bonowing Ottered

Rate (LIBOR). tor thiee (3) months U.S. Dollars deposits prevadling

on the date such interest 15 calculated. Such interest paviment shall

not be recoverable.

Settlement of Excess Cost Recovery Petroleum:

EGAS has the night to take 1ts entitlement of Excess Cost Recovery

Petroleum under Aaticle VIIa)}2) of the Agreement in kind during

the sawd quarter. A settlement shall be requuied with the renditton of

such Statements 1 case CONTRACTOR has taken more than its

own entitlement ot such Excess Cost Recovery Petroleum.

Audirt Right:

EGAS shall have the night within a penod of twelve (12) months

trom receipt of any Statement under this Article I'V in which to audit

and raise objection to any such Statement. EGAS and CONTRACTOR

shall agree on any requured adjustments. Supporting documents and

accounts will be available to EGAS dung said twelve (12) month

pertod.



Yoo G e 1Y b (1) gl OF siadl = S JI5 4 yy,

( el Sald )
st 1 Sty il phf il
1 i b T il o il (1)
o-same k1A UL polid) Ol |y Comdl L3l 314 Ll Ul ¢t
() 5,8 ¥ sl canm gt Suall BLA G287 3 55,101 Cond| il Jlum
g gty ubons! Lo a2 siaauns 0o Sl Jlisaadl day okl 1 o (V)
() 5 S 3ol by leadly S b Lty () ST ol Y
ol ol s (SN adl e Bl s, dpdond 1y Gl i e (V)
W L TPV T | SV RN HER (W)
PIRTPI K G (G153 PO X PO 5] IS INCIW B 3| R RO AT T2
O el (G B fhisy oy 3] ¢ sl ¥ da ) G (e SU
oy Of kS aa 2 Gaaidl gl e S Ry
i 1 il (2 )
IS 2y ¥ jreaid| Jy il iy ally wliid]y A g 2,30
IS a 55 sl olalaY oV udl o U1 de pe dydon ) UAS,
ot Lo ol Ry Slls B Slaidly GGy pally
ol lal -
S| B g s My I | RS —
el Sy e -
Ao e ) | g s
i ooy Sl o il Gl 4 G 3T 0k ] 3 oull bl oLl sty
i 3y Y aasd| Jy



YOV Y8l e ¥V 5 (1)l OF sl — e 54

(@)

()

(c)

ARTICLE ¥
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 expenditiwes reported on Statements of
acfivity prepared i accordance with Article I(b)(1) of this Anmnex,
less any reductions agreed to by EGAS and CONTRACTOR
following written exceptions taken by a non-operator pursuant to
Article I(c) 1) of thus Annex., i order to deternune when mummum
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 remaining to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, if any.
Major Accounts:
For the purpose of classifving costs, expenses and expenditures for
Cost Recovery Petroleum as well as tor the purpose of establishing
when the numnnm Exploration obligations have been met, costs,
expenses and expenditiwes shall be recorded 1 major accounts
including the following:
- Exploration Expenditwres;
- Development Expenditures other than Operating Expenses;
- Operating Expenses;
Necessary sub-accounts shall be used.
Revemie accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost 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
ARE. Income Taxes paid by EGAS on CONTRACTOR’s behalf
constitute additional income to CONTRACTOR, and this additional

mcome 1s also subject to A R E. imncome 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 mcome tax hability, shall be CONTRACTOR s "Provisional
Income",

The "Grossed-up Value" 15 an amount added to Provisional Income to
give "Taxable Income”, such that the grossed-up value 15 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.

If the "A R.E. Income Tax rate", which means the effective or composite
tax rate due to the various A RE. taxes levied on income or profits, 1s

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
1 - Tax Rate

Grossed-up Value =

where the tax rate 13 expressed as a decimal.

The above computations are illustrated by the following numernical
example. Assuming that the Provisional Income 1s $10 and the ARE.
Income Tax rate 15 forty percent (40%), then the Grossed-up Value is

equal to:

y 10} x .4 : -
N T 866
Therefore:
Provisional mcome $ 10,00
+  Grossed-up Value 6.67
= Taxable Income $16.67
- A RE. Income Taxes at 40% 667

= (CONTRACTOR s Income after taxes $ 10,00
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