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CONCESSION AGREEMENT FOR
PETROLEUM EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

+ANOUB EL-WADI HOLDING PETROLEUM
COMPANY

AND
Gujarat State Petroleum Corporation Limited (GSFPC)
And
Hindustan Petroleum Corporation Limited (HPCL)
And
Oil India Limited (OIL)
IN
The South Quseir area
AT The Red 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 vamously as "ARE." or as the "GOVERNMENT"), GANOUB
EL-WADI HOLDING PETROLEUM COMPANY, a legal entity created
by Prime Minister Decree No. 1735 of 2002, and pwsuant to Law No.
203 of 1991 and its amendments (hereinafter referred to as "GANOPE")

and Guarat State Petroleum Corporation Linuted, a limited company
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registered and exusting under the laws of Inchia (hereinatter referred to
as " GSPC ") and Hindustan Petroleum Corporation Linuted, a company
registered and exasting under the laws of Incha  (herematter reterred to
as "HPCL") and O1l Incia Limuted, a company registered and existing
under the laws of Incha (hereinatter refeired to as "OIL") (" GSPC ",
"HPCL" and "OIL" shall be heremnatter refeired to collectively as
"CONTRACTOR" and imnchvidually as "Contractor Member")
PREAMBLE
WHEREAS, all nunerals including petrolenm, existing in nunes and
quatries 1 A RE., includimg the temntonal waters, and i the seabed
subject to 1ts osdiction and extending bevond the temitonal waters, are
the property of the State: and
WHEREAS, GANOPE has applied for an exclusive concession for the
exploration and explotation of petroleum 1 and throughout the  alea
referred to m Article I and describad 1 Annex "A" and shown
approxumately on Annex "B". wlhich are attached hereto and made pant
hereot (hereinatter reterred to as the "Area”) | and
WHEREAS, GSPC, HPCL and OIL agrees to undertake its obligations
provided herematter as a CONTRACTOR with respect to the
Exploration, Development and Production of Petroleum in the South
(Qusenr  at the Red Sea area . | and
WHEREAS, the GOVERNMENT desnes hersby to grant such
Cloncession, and

WHEREAS, the Mimster of Petroleum pursuant to the provisions of
Law No. 86 of 1936, may enter mnto a concession agreement with
GANOPE, and with GSPC, HPCL and OIL as a CONTRACTOR 1 the
sard Area.

The Government, Ganoup and Confractor are collectively referred to as
the Parties and imndividually as Party,

NOW, THEREFORE, the parties hereto agree as tollows:



Y8 i iy VA 3 () b Y0 suall = dwns Jlis ) NY

YA Bl
Sl
Jlsl o bayedy obls (Finzed s (el gl Sl Juty "ol (1)
Hoial) LY pimy iasall U3 Jaadl ol 3 50,058 gradd
SNl < aly oloall Zl s il ey comalyd] peadsd
UL s of oyl SLESY i) aoy S ) k| il
Ao Spmad | ol 4ty ¢ ey Kalandt Ly i)l oo s ddy ]
o ULy S eldy el dolid) olially load )y colagdly lsliel
ot " Conn 7 Jadlly sy ¢ Boeaall U1 Jadl el 4 4 01
. o] ol
25Ny Oldandl TS+ pad | s JLL e o ¢ Jocds Tl " (00)
=1t Bty Lo 23U ada JB S Baaall SU51IL Jaddh gl 385
S ey ISty it alely L) iy Guaals duy i —
¢ Al o iy il
Dbl |y Cloall Bl odsy oS 55 » LiS], dcwiiny ey — ¥
Jeieiy sy Uy hart! oldaadly Jalably Satd! g s
iy Blisaly acde Jpadly Iy adl gl 5, 3 deaaf U
iy oLy aedady Jo ol S5 WSy ay 305 antgsy asdlaay
¢ ols D Sl o AN Cle g ally 4550 Balanaly abiis Ssle]
By ) ol sl 32N o) JlaeVl e Las ety oo sty Sy = ¥
A (V) S e o paill 3t ditacl



VY

Yoo 8 i dd VA 3 () b Y0 suall = e I 2

(a)

(b)

ARTICLE I
DEFINITIONS

"Exploration” shall include such geological, geophysical, aerial and
other surveys as may be contained in the approved Woik Programs
and Budgets, and the dulling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of Petrolewm or the
appraisal of Petrolewm discoveries and other related holes and
wells, and the pwrchase or acquusition of such supplies, materials,
services and equpments therefore, all as may be contained 1n the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.

"Development” shall include, but not be linuted to, all the

operations and activities pursuant to approved Work Programs and

Budgets under this Agreement with respect to:

(1) The dulling, plugging. deepening, side tracking, re-chilling,
completing, equipping of development wells and the
changing of the status of a well, and

(11) design, engineenng, construction, mstallation, servicing and
maintenance of equipments, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treating, handling, storing, transporting
and dehivermg Pefroleum, re-pressuing, recyeling and other secondary
recovery projects, and

(111)  Transportation, storage and any other work or activities

necessary of ancillary to the activities specified in (1) and (11).
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(c)

(d)

(e)

(1)

(&)

(ly

"Petroleum” means Liquid crude o1l of various densities, asphalt,
gas, casing head gas and all other hyvdrocarbon substances that may
be found in, and produced, or otherwise obtained and saved from
the area under this Agreement, and all substances that may be
extracted there from.

"Liquid Crude Onl" or "Crude Onl" or "O1l" means any hydrocarbon
produced from the area which 1s 1n a Liquid state at the wellhead or
lease separators or which 1s extracted from the gas or casing head
gas 1 a plant. Such liqud state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14. 65 PSIA. Such
term 1ncludes distillate and condensate.

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

"LPG" means liquefied petrolenm gas, wlhich 1s a nuxtue
prncipally of butane and propane liquefied by presswe and
temperature.

A "Barrel" shall consist of forty-two (42) United States gallons,
liquid measwe, comrected to a temperatwe of sixty degrees
Fahrenheit (60°F) at atmospheric pressure of 14, 65 PSIA.
"Commercial o1l / gas well "means the first well at any geological
teature found to be capable to produce at economic rate.

The discovery date of the commercial well shall be the date

Ganope and confractor agrees upon the evaluation results.
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(1) "Conunercial Production” means petroleum produced and saved for
regular shipment or delivery, as may be applicable for Oil or Gas.

(1) "Conmumercial Production Commencement” means the date on which
the first regular shipment of crude o1l or the first regular deliveries
of gas are made.

(k) "ARE."means ARAB REPUBLIC OF EGYPT.

(1) "The Government" means the government of the Arab Republic of

Egvpt represented by the Mimster of Petroleum in this Agreement,

(m) "Effective Date" means the date on which the text of this Agreement

15 signed by the GOVERNMENT, GANOPE and CONTRACTOR,

atter the relevant law 1s 1ssued.

(n) (1) "Year" means a period of twelve (12) months according to the
Gregorian calendar.

(2) "Calendar Year" means a penod of twelve (12) months
according to the Gregorian calendar being 13 January to 319
December.

(0) "Financial Year" means the GOVERNMENT s financial vear

according to the laws and regulations of the AR E.

(p) "Tax Year" means the penod of twelve (12) months according to

the laws and regulations of the A R E.

(q) An "Affiliated Company” means a company

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

(11)  Which 15 the owner directly or indirectly of share capital
conferring a majonity of votes at stockholders™ meetings of a

paity hereto; or
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(11) of whuch the share capital conterring a majortty ot votes at
stockholder’s meetings of such company and  the share
capital conterring a majortty of votes at  stockholders’
meetings of a party hereto are ownad directly or 1ndirectly
by the same company.

"Exploration Block" shall mean an area, the comer points of which
have to be comncident with three (3)nunutes by three (3) munutes
latitude and longitude divisions, according to the International Giad
Svstem where possible or with the exusting boundaries of the area
coverad by tlus Concession Agreement as set out in Annex "A",

It

"Development Block” shall mean an area, the corner pomts of
which have to be coincident with one (1) nunute by one (1) nunute
latitude and longitude divisions, according to the International Giid
Svstem where possible or with the exusting boundaries of the area
coverad by tlus Concession Agreement as set out in Annex "A",
"Development Leasa(s)" shall mean the Development Block o
Blocks coverning the geological stiuctwe capable of production, the
commer points of which have to be comgcident with one (1) numte by
one (1) nunute latitude and longitude divisions according to the
[nternational Grid Svstem where possible o with the exasting
boundaries of the area coverad by tlus Concession Agreement as set
out 1 Annex "A"

"Agreement” shall mean this Concession Agreement and its
ANNexes,

"LNG" means Liquetied Natural Gas.

(w) "Gas Sales Agreement” shall mean a witten agreement between

GANOPE and CONTRACTOR (as sellers) and GANOPE or EGPC
or The Egyptian Natuwal Gas Holding Company "EGAS" o1 a
mutually agreed party (as buver)., wlnch contains the terms and
conditions for gas sales from a  development lease entered mto
pusuant to Article VII (2).
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(x) "Standard Cubic Foot" (SCF) is the amount of Gas necessary to fil
one (1) cubic foot of space at atmospheric pressure of 14. 65 PSIA
at a base temperature of sixty degrees Falwenheit (60°F).

(v) "CONTRACTOR" could be one company or more as collectively,
CONTRACTOR under this Agreement shall mean GSPC, HPCL
and OIL. Each company individually 1s called a "Contractor
Member"). Unless modified by virtue of Article XXI herein

(z) "OPERATOR" means a company of the Contractor’s Member
appointed by them to be the entity to which, from wlich and in
whose name all notifications related to or 1 connection with this
Concession Agreement shall be made and in this Agreement,
Gujarat State Petrolewum Corporation Limited company " GSPC " 15
the Operator.

(aa) "EGPC" means Egyptian General Petroleum Corporation

(bb) "EGAS" means the Egyptian Natural Gas Holding Company.
ARTICLE II

ANNEXES TO THE AGREEMENT

Annex "A" 13 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

atfected by this Agreement and described mn Annex "A".
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Annex "C" 13 the form of a Letter of Guaranty to be submutted by
CONTRACTOR to GANOPE one (1) day before the tune
of signature by the Muuster of Petroleum of this Agreement,
tor the sum of $335,000,000 Thirty Five nullion US Dollars,
guaranteeing the execution of CONTRACTOR s minimum
exploration obligations hereunder for the mitial four (4)
veals exploration period from the Effective date. In case
CONTRACTOR extends the mnitial exploration period for
one (1) additional successive period, that extension shall be
Three (3) vears, 1 accordance with Article IIT (b) of thus
Agreement, a sinular Letter of Guaranty shall be 1ssued and
be submitted by CONTRACTOR on the day the
CONTRACTOR exercises its option to extend. The Letter
of Guaranty shall be for the sum of § 17 000, 00{ Seventeen
nullion U.S. Dollars less 1 this instance any excess
expencitiwes of the preceding exploration period pernutted
tor camry over m accordance with Article IV (b) thud
paragraph of this Agreement. Each of the two Letters of
Guaranty shall remain effective for six (6) months after the
end of the Exploration pertod for which it has been 1ssued
except as 1t may be released prior to that tume 1n accordance

with the terms thereot

Annex "D" 13 the form of a Charter of the Operating Company to be

tormed as provided for in Article VI hereof.

Annex "E" 15 the Accounting Procedure.
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Annex "F'" 135 a carrent map of the National Gas Pipeline Grid Svstem

established by the GOVERNMENT.

The pont of delivery tor gas shall be agreed upon by
GANOPE and CONTRACTOR under a Gas  Sales
Agreement, which point of delivery shall be located at the
flange comnecting the development lease pipeline to the
nearest pomnt on the National Gas pipeline Grid Svstem as
depicted 1n Annex "F" or as otherwise agreed by GANOPE
and CONTRACTOR.

Anmnexes "A" "B CUO'DYE" and "FT oto thus Agreement are hereby
made pait hereot, and they shall be considered as having equal torce and
etfect with the provisions of tlhis Agreement.

ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants GANOPE and CONTRACTOR subjzct
to the tenms, covenants and conditions set out i tlus Agreement, wluch msotar
as they are contrary to or inconsistent with any provistons of Law No. 66 of
1953, as amended, shall have the force of Law. an exclusive concession
1 and to the Area described 1n Annexes "A" and "B".

(a) The GOVERNMENT shall own and be enfitled. as herematter provided

(b)

to a rovalty 1n cash or in kind of ten percent (10%) of the total
quantity of Petrolenm produced and saved trom the area duwmg the
Development penod mcluding renewal. Said rovalty shall be boine
and paird by GANOPE and shall not be the obligation of
CONTRACTOR. The pavment of rovalties by GANOPE shall not
be deemed to result 1 ncome attrbutable to the CONTRACTOR.

An 1tial exploration period of tow (4) vears shall stait from the
Effective Date. One (1) successive extension to the uutial Exploration
pertod, the extension shall be thuee (3) vears and | shall be granted
to CONTRACTOR at 1ts optron, upon not less than thirty (30) davs

prior - written notice to GANOPE. Such notice 13 to be given not



Yool s VA 3 () b Y0 auadl = dans I 54y 3

A

Ball) Y Lids bake o o it B )W ) WLy ol Y

wid peanis Lol WUy (g S ol G903y (1) dcucalL

LSl T G iy o 15] LB sd sy 5 5 e LY

oo (V) dmludl Sl Gl s 5L g 5lE OlasT o cupld 508

e i Yo o (1) Kol 50Lald Uiy s oty lnas ccamad | 3,3

3,501 (2) 30 s ¢ LW sl dslany p L i s

FOORY IS U TP RS I P | B0 (VU [ J0F SUDAN 1 DO

NRERT

& Jladl! LIS (p)

ols o133 ope oSty d LAl 5] ol £ Lo ¢ gslaetd] GLERSYT (V)
Tl o ol o (s Tkl LTI (oo B e ] e
Shty o Lo edgoniy S 58 5GUH f sl Lt GlaasT s
Condly o] danali g oo & 58 0l Bl ¢ i g0 M3 NS Lo
i) i) S oo 28T g 2y g Sy LSSV iz,
AoVl b 33 gy T iz o Govitany SLEESYI Ko 518 13 Lo
Gl b ghasey iy L Jgmad | Sy 2 b L
Sl 6Ly gl 5l LYy L lged B llalf ol g
NTC R PEAPES [PIR W) (PR I

s gl pis g Bony 2 i SN s 3 50,01 SISV o] ()
Cuill (e o Ky et gy At iy (5 Ll S LS
s OY e sy s o Lo 5L,



YY

Yoo 8 i dd VA 3 () b Y0 suall = e I 2

later than the end of the then cuirent period, as may be extended

pursuant to the provisions of Article V (a), and subject only to its

having fulfilled 1ts obligations hereunder for that period. This

Agreement shall be ternunated 1f neither a Commercial Oil

Discovery nor a Comimercial Gas Discovery 1s established by the

end of the Seventh (7th) vear of the exploration pertod, as may be

extended pursuant to Article V (a).The election by GANOPE to

undertake a sole nsk ventuwre under paragraph (¢), shall not extend

the exploration period nor atfect the termination of this Agreement
as to CONTRACTOR.

(¢) Commercial Discovery:

(1)

A Commercial Discovery - whether of O1l or Gas - may consist
of one producing reservolr or a group of producing reservours
which 135 worthy of being developed commercially. After discovery
of a commercial O1l or Gas well, CONTRACTOR shall, unless
otherwise agreed upon with GANOPE, undertake as part of its
Exploration program the appraisal of the discovery by drilling
one or more appraisal wells, to deternune whether such discovery
15 worthy of being developed commercially, taking into
consideration the recoverable reserves, production, pipeline
and termunal facilities requuired, estimated Petroleum prices,

and all other relevant technical and econonuc factors.

(1) The provisions laid down heremn postulate the wuty and

mnchvisibility of the concepts of conumercial discovery and
development lease. They shall apply wiformly to Oil and Gas

unless otherwise specified.
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(1) CONTRACTOR shall give notice of a Commercial Discovery

to GANOPE mummechately atter the discovery 15 considered by
CONTRACTOR to be worthy of commercial  development
but m any event with respect to a conunercial ol well not later
than thity (30) davs following the completion of the second
appraisal well or twelve (12) months following the date of the
discovery of the Commercial O1l Well, wluchever 15 earlier or
with respect to a conmmmercial gas well not later than twenty
tour (24) months following the date of the discovery of the
Commelcial Gas Well (unless GANOPE agrees that such
period may be extended) except that CONTRACTOR shall
also have the nght to give such notice of Commercial
Discovery with respect to any  1eservolr or 1eservols even 1f
the well or wells thereon are not "Cominercial” withun the
detinition of "Commercial Well" 1f, 1n 1ts opuon, a reservoir
or a  group of reservous, constdered collectively, could be
worthy of commercial development.

CONTRACTOR mav also give a notice of a Conunercial (Ol
Discovery in the event 1t wishes to undertalie a gas recveling
project.

A notice of commercial gas discovery shall contain all detailad
particulars of the discovery and specially the area of gas
reserves, the estumated production potential and profile and
tield lite.

Within sixty (60) davs tollowing receipt of a notice of a
Commercial Ol or Gas  Discovery, GANOPE  and
CONTRACTOR shall meet and review all appropriate data
with a view to nutually agreeing upon the existence of a
conunercial discovery., The date of Commercial Discovery
shall be the date GANOPE and CONTRACTOR jomntly agree
11 writing that a Conmmercial Discovery exists.
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(1v)

[t ciude ol 15 discovered but 15 not deemed Dby
CONTRACTOR to be a Conunercial O1l Discovery under the
above provisions of this paragraph (¢). GANOPE shall one (1)
month atter the expuration of the peniod specified above within
wlich CONTRACTOR can give notice of a Comimercial Ol
Dscovery, or thnteen (13) months atter the completion of a
well not constderad to be a "Conmercial O1 Well". have the
1ght, tollowing sixty (60) davs notice m witing  to
CONTRACTOR, at 1ts sole cost, 115k and expense, to develop,
produce and dispose  of all crude ol from the geological
featme on wlhuich the well has been drlled.  Satd notice shall
state the specific area covertng said geological teatine to be
developed. the wells to be dulled, the production facilities to
be installed and GANOPE™s estumated cost thereof. Within
thurty (30) davs after receipt of said notice CONTRACTOR
may. 1 witig, elect to develop such area as provided for in
the case of Conmercial Discovery hersunder. In such event
all terms of this Agreement shall continue to apply to the
specified area.

[t CONTRACTOR elects not to develop such area, the
specific area covering sald geological featre shall be set
astde for sole nsk operations by GANOPE, such area to be
mutually agreed upon by GANOPE and CONTRACTOR on
the basts of good petroleum mndustry practice, GANOPE shall
be entitled to pertorm or m the event that Operating C'ompany
has come mto exustence, to have Operating Company pertorm
such operations for the account of GANOPE and at
GANOPE s sole cost, 11sk and expense.  When GANOPE has
recoverad from the Crude Onl produced trom such specific
area a quantity of crude ol equal 1n value to three hundred
percent (300%) of the cost 1t has mewred 1n carrving out the
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sole risk operations, CONTRACTOR shall have the option,
only in the event, there has been a separate Commercial Oil
Discovery, elsewhere within the area, to share i further
development and production of that specific area upon paving
GANOPE one hundred percent (100%) of such costs mcurred

by GANOPE.

Such one hundred percent (1040%) pavment shall not be
recovered by CONTRACTOR. Immediately following such
pavment the specific area shall either (1) revert to the status of
an ordinary Development Lease under this  Agreement and
thereafter shall be operated in accordance with the terms
hereof, or (1) alternatively, 1 the event that at such tume
GANOPE or its  Affilhated Company 15 conducting
Development operations in the area at its sole expense and
GANOPE elects to continue operating, the area shall remain
set aside and CONTRACTOR shall only be entitled to its
production sharing percentages of the Ciude O1l as specified
in Article VII (b). The sole 1isk Ciude O1l shall be valued 1n
the manner provided 1n Article VII (¢). In the event of any
termination of this Agreement under the provisions of Article
I[II (b), this Agreement shall, however, contime to apply to
GANOPE’s operations of any sole sk venture hereunder,
although such Agreement shall have been ternunated with
respect to CONTRACTOR pursuant to the provisions of

Article IIT (b).
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(d) Conversion to » Development Lease:

(1)

Following a Coninercial O1l Discovery or a Conmunercial Gas
Discovery the extent of the whole area capable of production to
be covered by a Development Lease, shall be mutually agreed
upon by GANOPE and CONTRACTOR and be subyect to the
approval of the Muuster of Petroleum. Such area shall be
converted automatically mto a development lease without the
1sste of any additional legal mstiment o1 permission.
Following the conversion of an area to a development lease
based on a commercial gas chscovery (or upon the discovery of
gas 1 a development lease gmranted tollowing a conunercial ol
discovary), GANOPE and CONTRACTOR shall endeavor with
diligence to find adequate maikets capable ot absorbing the
production of gas And with respect to the local maikets,
GANOPE shall advise CONTRACTOR of the potential outlets
tor such Gas and the expected annmal schedule of demand
Thereatter, GANOPE and CONTRACTOR shall meet with a
view 1o assessing whether the outlets tor such Gas and other
relevant factors warrant the development and production of the
Gras and 1n case of agreement the Gas thus made avalable shall
be disposed of to GANOPE o EGPC or EGAS under a
long-term Gas Sales Agreement in accordance with and subject
to the conditions set torth in Article VIIL

(u1) The Development period of each Development Lease shall be

as tollows:

(aa) In respect of a Conmunercial O1l Discovery. twenty  (20)
veals trom the date of such Commercial Discovery plus
the Extension Pertod (as detined below) provided that,
the event that. subsequent to the conversion of a
Conmuercial O1l Discovery into a Development Lease,
gas 15 discovered mn the same Development Lease and 135
used or 15 capable of being used locally or tor export
hereunder, the period of the Development Lease shall be
extended only with respect to such Gas, LPG extracted
from such Gas and Cimde Od 1 the form of condensate
produced with such Gas tor twenty (2() vears from the
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date of first deliveries of gas locally or for export plus the
Extension Peniod (as detfined below) provided that the
chiation of such Development Lease based on a
Conmnercial O1l Discovery may not be extended bevond
thirty-five (35) vears from the date of such Commercial
Onl Discovery.

CONTRACTOR shall mmediately notifty GANOPE of
any Gas Discovery but shall not be required to apply for a

new Development Lease 1n respect of such Gas.

(bb) In respect of a comumercial gas discovery, twenty (2()

vears from the date of first deliveries of gas locally or tor
expart plus the Extension Peniod (as defined below)
provided that, if subsequent to the conversion of a
commercial gas discovery mto a development lease, crude
oll 15 discovered 1 the same development Lease,
Contractor’s  share of such Ciude Oi1l from the
Development Lease (except LPG extracted from Gas o
Crude O1l 1n the form of condensate produced with Gas)
and Gas assoclated with such Cirude O1l  shall revert
entirely to GANOPE upon the lapse of twenty (2{}) vears
from the date of such Ciude Oil Discovery plus the

Extension Period (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
thirty-five (35) vears from the date of such Commercial

Gas Discovery.
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CONTRACTOR shall immediately notity GANOPE of
any Ol Discovery but shall not be requured to apply for a
new Development Lease mrespect of such Chrude Oi1l

The " Extenston Period” shall mean a period of five (3]
veals wlinch may be elected by CONTRACTOR upon s1x
(6) months written request sent by CONTRACTOR to
GANOPE prior to the expuy of the relevant twenty (24)
veals period supplemented by techiecal stuches mcluding
evaluation of production, expected levels of production
g extension pertod, CONTRACTOR s obligations
and r1elevant economic constderation. This  Extension
Pertod 1s subject to the approval of the Mimster of
Petroleun.

(2) Development operations shall upon the 1ssuance of a  development

lease granted tollowing a Commercial ol discovery. be started
promptly by Operating Company and be conducted 1 accordance
with good o1l tield practices and  accepted petroleum engineering
prnciples, unfil the field 15 considered to be fully developed, 1t
being understood that 1f associated gas 1s not utilized, GANOPE
and CONTRACTOR shall negotiate 1n good taith on the best way
tfo avolrd mpaning the production in the interests of the parties.
[n the event that, no Commercial Production of Ol i regular
shipments or Gas delivenies from any Development Block within
towr (4) vears from the date of the Comunercial O1l Discovery, or
from the date of first gas deliveries for local or export., such
Development Block shall munediately be relinquished, unless there
13 a conmunercial ol or gas discovary on the development lease.
Each Development Block m a development lease bemg pantly
withun the radius of dramage of any producing well 1 such
Development Lease shall be considered as participating 1 the
C'ommercial Production reterred to above.
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Development opearations tn raspact of gas and ciude o1l - the form
of condensate or LPG to be produced with or extracted trom such
(gas shall, upon the signatwe of a Gas  Sales Agreement o
commencement of a scheme to dispose of the Gas., whether tor
expolt as reterred to 1 Article VII or otherwise, be started promptly
by Operating Company and be conducted 1n accordance with good
gas feld practices and accepted petrolenum engineering principles
and the provisions of such Agreement or scheme. Inthe event that
no Conmnmercial Production of gas 13 established 1 accordance with
such Gas Sales Agreement or scheme, the Development Lease
relating to such Gas shall be relinquished, unless otherwise agreed
upon by GANOPE.

[t. upon application by CONTRACTOR 1t 15 recogmzed by
GANOPE that Crude il or Gas 15 bemg dramed from the
Explorattion block under this Agreement mto a Development
Block on an adjorning  concession area held by CONTRACTOR.
the Block being dramed shall be considered as participating in the
Commercial Production of the Development Block 1 question and
the Block being drained shall be converted mto a Development
Lease with the enswmng allocation of costs and production
(calculated from the Eftective Date o the date such dramnage
occurs, whichever 1s later) betwean the two  Concession Aleas.
The allocation of such costs and procuction wnder each concession
agreement shall be 1 the same portion that the recoverable reserves
mn the dramed geological stiucture underlving each concession area
bears to the total recoverable 1eserves of such sttucture underlyving
both concession aleas.

The production allocated to a concession area shall be priced
according to the Concession Agreement coverng that Concession
Alea,
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(1)

CONTRACTOR shall bear and pay all the costs and expenses
requured i carrving out all the operations under thus Agreement but
such costs and expenses shall not include any mterest on
mnvestment, CONTRACTOR shall look only to the Petroleum to
wlich 1t 15 entitled vnder this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
m Article VII Daning the term of tlus Agreement and 1ts renewal,
the total production achieved in the conduct of such operations shall
be chvided between GANOPE and CONTRACTOR 1n accordance
with the provisions of Article VIL

(1) Unless otherwise provided, CONTRACTOR shall be subject to
Egyvptian mcome tax laws and shall comply with the
requurements ot such laws with respect to the fling ot retuns,
the assessment of tax, and keeping and showing of books and

records,

(2 CONTRACTOR shall be hable (13 jeut Missing) to prepare the
mcome tax return statement to GANOPE at least twenty five
(25) davs pnior to the due date of subnutting thersot to the tax
authonty. GANOPE shall have the night to review the tax retuin
m order to accept the tax calculated therein GANOPE shall
provide conuments on such return within fitteen (13) davs of the
date of receiving the tax retun from CONTRACTOR. In any
case CONTRACTOR shall be responsible for submutting the
tax return to the tax authonty witlun the due date.

(3) CONTRACTOR’s annual income tor Egyvptian income tax
purposes under this Agreement shall be an amount calculated as
follows:

The total of the sums received by CONTRACTOR from the
sale or other dsposittion of all Petreleum acquured by
CONTRACTOR pursuant to Article VII (a) and (b)),
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(4

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

(1) The value as deternuned according to Article VII (¢). of
GANOPE s share of the Excess Clost Recovery Petroleum
tepard to GANOPE 1 cash o in kind, 1t any,

Plus:

An amount equal to CONTRACTOR s Egyvptian mcome taxes 1n
the grossed up m the manner shown in Article VI of ANNEX "E".

For purposes of above tax deductions m any Tax Year, Article
VII (a) shall apply only 1n respect of classitication ot costs and
expenses and rates of amortization, without regard to the
percentage linutation referred to i the frst paragraph of
Article VII (a) (1), All costs and expenses of CONTRACTOR
in conducting the operations wnder this Agreement wlich are
not controlled by Article VII (a) as above qualitied shall be
deductible m accordance with the provisions of the Egyptian
Income Tax Law.

GANOPE shall assume, pay and discharge, m the name and on
behalt of CONTRACTOR., CONTRACTOR s Egyptian income
tax out of GANOPE's share of the Petroleum produced and
saved and not used m operations under Article VII. - All taxes
patd by GANOPE 1n the name and on bzhalf of CONTRACTOR
shall be considered mncome to CONTRACTOR.

GANOPE shall furmish to CONTRACTOR the proper otficial
receipts  evidencing  the pavment of CONTRACTOR's
Egvptian mcome tax for each Tax Year within mnety (94
days tollowing the receipt by GANOPE of CONTRACTOR s
tax declaration for the preceding Tax Year. Such recaipts shall
be 1ssued by the proper Tax Authorities and shall state the
amount and other particulars customary for such receipts.
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(6)

(%)

(a)

(b)

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

In calculating 1ts AR.E. income taxes, GANOPE shall be
entitled to deduct all rovalties paid by GANOPE to the
GOVERNMENT and CONTRACTOR's Egyptian income
taxes patd by GANOPE on CONTRACTOR s behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

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

s0 do.

The mitial Exploration period shall be four (4) vears from the

Effective date. And CONTRACTOR may extend this
Exploration period for one (1) successive extension pertod. The
extension shall be Thiee (3) vears, 1n accordance with Article
IIT (b), each of which upon at least thirty (30) davs prior
written notice to GANOPE, subject to its expenditure of its
minmun  Exploration obligations and of its fulfillment of the
drilling obligations hereunder, for the then current period.
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CONTRACTOR shall spend a numinnum of $35,000.000 Thirty
Five nmullion US Dollars on Exploration operations and
activihizs r1elated thereto durmg the mutial fowr (4) vears
Exploration perniod, provided that CONTRACTOR shall
reprocess and interpret of all exasting 2D seismic data, acquie
gravity & magnetic swuvey over the entire block area. acquue
one thousand and three Hundred (1304) square kilometers of

3D seisnuc data and dull two (2) exploratory wells.

For the tluee (3) vears extension penod that CONTRACTOR
elects to extend bevond the wutial Exploration period,
CONTRACTOR shall spend a muumum of  $17.000.000
Seventeen nulbon ULS. Dollars provided that CONTRACTOR
shall acquure seven Hunched (704) square kilometers of 3D

sersmic data and dhill one (1) exploratory well

Should CONTRACTOR spend more than the muounnum
amount requued to be expended or dull more wells than the
mtnnnun recuuted to be dilled durmng the mitial four (4) vears
exploration penod, the excess mayv be subtracted from the
minmumn  amount of money requured to be expended by
CONTRACTOR or nunumum number of wells requured to be
drlled dunng any succeeding exploration period(s), as the case
mav be,

In case CONTRACTOR suirenders 1ts Exploration rights under
this Agreement as set torth above betore or at the end of the
fourth (4™ vear of the wutial Explotation period, having
expended less than the total sum of $335 000,004 Thirty Five
milhon US Dollars on Exploration or in the event that, at the
end of the fowth (4 ) vear, CONTRACTOR has expendad
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less than said sum 1 the Area, an amount equal to the
difference between the sard § 35,000,000 Thuty Five nullhion
US Dollars and the amount actually spent on Exploration shall
be paid by CONTRACTOR to GANOPE at the tume of
surrendering or witlin six (6) months from the end ot the
fourth (A1) vear of the mitial exploration pariod, as the case
may bz, Provided tlus Agreement 15 still m torce as to
CONTRACTOR, CONTRACTOR shall be entitled to recover
any such pavments as Exploration Expenditure 1 the manner
provided for under Article VII in the event of Clonumercial
Production.

Without prejudice to Article III (b). 1 case no Conunercial (il
Discovery 1s established or no notice of Commercial Gas
Discovery 1s given by the end of the Seventh (T vear. as may be
extended pursuant to Article V (a) or m ¢ase CONTRACTOR
swrenders the Area under this Agreement prior to such tume,
GANOPE shall not bear any of the atoresaid expenses spent by
CONTRACTOR.

At least towr (4) months pror to the begmning of each
Financial Year or at such other tumes as mav mutually bz
agreed to by GANOPE and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Program and Budget tor the
Alea  setting torth the Exploratton operations which
CONTRACTOR proposes to carry out dunng the ensuing
Yedl.

The Exploration Work Program and Budget shall be reviewed
by a jomt commnuttee to be established by GANOPE and
CONTRACTOR after the Etfective Date of tlns Agreement.
This Conmuttee, heremnatter reterred to as the "Exploration
Advisory Conmmmittee”, shall consist of s1x (6) members, tluee
(3) of whom shall be appomted by GANOPE and three (3) by
CONTRACTOR. The Chauman of the Exploration Advisory
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Conmittee shall be designated by GANOPE from among the
members appointed by it The Exploration Advisory
Commuttee shall review and give such advice as 1t deems
appropriate with respect to the proposed Work Program and
Budget.  Following review by the Exploration Advisory
Commuttee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submait the Exploration
Worl Program and Budget to GANOPE tor 1ts approval.
Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially revise or modity
sard Work Program and Budget nor reduce the approved
budgeated expenditwe without the approval of GANOPE:

(11) In the event of emergencies mvolving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as mav be requued to
alleviate  such  danger. Such  expenditie  shall  be
considerad 1 all aspects as Exploration Expendituee and
shall be recovered pursuant to the provisions of Arficle
VII hereot.

CONTRACTOR shall advance all necessary funds tor all
materials, equipments, supplies. personnel adnuwnistration
and operations pursuant to the Exploration Woil Program
and Budget and GANOPE shall not be responsible to bear or
tepay any of the atoresaid costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program wluch shall
be mplemented 1 a worlimanlike manner and consistent
with good industry practices.

Except as 1s approprate for the processing of data.
speciahized laboratory engineerng and development stuchies
thereon, to be made 1n specialized centers outside A RE.
subject to GANOPE s approval. all geological and geophysical
stucies as well as any other studies related to the pertormance
of tlhus Agreement, shall be made mthe ARE.
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CONTRACTOR  shall  entiust  the management of
Exploration operations in the ARE. to its techmeally
competent General Manager and Deputy General Manager.
The names of such Manager and Deputy (General Manager
shall. upon  appointment, be forthwith notitied to  the
GOVERNMENT and to GANOPE. The General Manager
and, 1 lus absence, the Deputy General Manager shall be
entiusted by CONTRACTOR with sufficient powers to
carry out munediately all lawtul wiitten diections given to
them by the GOVERNMENT o1 1fs representative under the
terms of this Agreement. All lawtul regulations 1ssued or
herzatter to be 1ssued wlhich are applicable hereunder and
not in contlict with thus  Agreement shall apply to
CONTRACTOR.

CONTRACTOR shall supply GANOPE. within thirty (30)

davs trom the end of each calendar quarter, with a Statement

of  Exploration activity  showing costs  wmcwred by

CONTRACTOR duing such quarter, CONTRACTORs

records  and necessary  supporting  documents  shall  be

avatlable tor mspection by GANOPE at any tune durig

regular workmg hows tor thiee (3) months from the date of

receving each statement.

Within the three (3) months from the date of recerving such

Statement, GANOPE shall advise CONTRACTOR 1n

writing 1t 1t considers:

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

(2) that the costs of goods or services supplied are not 1n
line with the mnternational maiket prices tor goods o
services of sumilar quality supplied on similar terms
prevalling at the time such goods or services were
supplied, provided however, that purchases made and
services performed witlun the A R E. shall be subject to
Article XXV, ar

(3) that the condition of the materals fimmshed by
CONTRACTOR does not tally with their prices: or
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(4) That the costs mcurred are not reasonably requured tor
operations.
CONTRACTOR shall conter with GANOPE 1n connection
with the problem thus pesented. and the parties shall
attempt to reach a settlement which 1s mutually satistactory.
Any reimbursement dve to GANOPE out of the Cost
Recovery Petrolenm as a result of reaching agreement or of
an arbitral award shall be promptly made in cash to
GANOPE. plus sumple mnterest at LIBOR plus two and half
percent (2.5 %) per  annm from the date on wluch the
disputed amount(s) would have been paid to GANOPE
accorcding to Article VII (a) (2) and  Annex "E" of tlus
Agreement (1.2, the date of rendition of the relevant Cost
Recovery Statement) to the date of pavment. The LIBOR
rate applicablz shall be the average of the higure or figwes
published by the Financial Tiunes representing the nud-pomt
of the rates (bid and ask) applicable to one month U.S.
Dollars deposits 1 the London Interbank Ewrocurrency
Market on each fifteenth (151) dayv of each month occurring
between the date on wluch the disputed amount(s) would
have been paid to GANOPE and the date on which 1t 13
settled.
If the LIBOR rate 13 available on any fitteenth (151 dav but
15 not published 1n the Financial Times in respect of such
dav for any reason, the LIBOR rate chosen shall be that
offered by Citibank N A to other leading banks in the
London Intertbank Evwrocurtency Market tor one month U.S.
Dollar depostts.
If such fifteenth (151 dav s not a dav on which LIBOR
rates are quoted m the London Intertbank Ewrocurrency
Marlket, the LIBOR rate to be used shall be that quoted on
the next following dayv on wlich such rates are quoted.
It within the tume lmut of the three (3) month period
provided for in this paragrapl. GANOPE has not advised
CONTRACTOR of 1ts objection to any Statement, such
Statement shall be considered as approved
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() CONTRACTOR shall supply all funds necessary for its
operations 1n the AR E. under this Agreement 1n tieely
convertible cmrency trom abroad CONTRACTOR shall
have the right to freely purchase Egvptian currency in the
amounts necessary for its operations 1 the A RE. from
GANOPE o from  any  banlt  authorized by the
GOVERNMENT to conduct foreign cunrency exchanges.
Prionity shall be given to GANOPE to purchase the foreign
curtencies from CONTRACTOR at the same applicable rate
and date as such currencies may be purchased from the
National Banlt of Egypt.

() GANOPE is authorized to advance to CONTRACTOR the
Egvptian cunrency requuied tor the operations under tlas
Agreement against recerving from CONTRACTOR an
equuvalent amount of U.S. Dollars at the otficial AR E. rate
of exchange. such amount in U.S. Dollars shall be deposited
1n an GANOPE account abroad with a correspondent bank
of the National Bank of Egvpt. Cano. Withdrawals from
sard account shall be used for fmancing GANOPE s and 1ts
Affihated Compames™ toreign currency requurements subject
to the approval of the Minister of Petroleum.

ARTICLE Y
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the fomth (41 vear after the Effzctive Date hereof,
CONTRACTOR shall relinquush to the GOVERNMENT a total of
Twenty Five percent (25%) of the ongimal Area on the Effective
date not then converted to a Development Lease or Leases. Such
relmqushment shall be i a single vt of whole Exploration Blocks
not converted to Development Leases unless otherwise agreed upon
between GANOPE and CONTRACTOR so as to enable the
relmqushment requirements to be precisely fulfilled.
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Without prepcice to Articles III and XXIIT and the last tluee
patagraphs of this Article V (a), at the end of the Seventh (71} vear
of the Exploration period, CONTRACTOR shall rehnguish the
rematnder of the Area not then converted to Development Leases.

[t 15 understood that at the tune of any relinquishment. the areas to
be converted into Development Leases and which are subnutted to
the Muuster of Petrolenm tor lus approval according to Article III
(d) shall. subject to such approval, be deemed converted to
Development Leases.

CONTRACTOR  shall not be requued to relinqush any
Exploration Block or Blocks on which a Commercial O1l or Gas
Well 15 discovered betore the pertod of tume refenred to i Article
[II {¢c) grven to CONTRACTOR to deternmine whether such Well 15
a Clommercial Discovery worthy of Development or  to relinquish
an Exploration Block 1n respect of wlich a notice of Commercial
Gas Discovery has been given to GANOPE subject to GANOPE s
right to agree on the existence of a conunercial discovery pursuant
to Article IIT {c). and without prejudice to the requuements of

Article I11 (e).

In the event that, at the end of the Imtial Exploration Period or
either of the one of the one additional successive extension of the
[itial Exploration Pertod, a well 15 actually duilling or testing, The
CONTRACTOR shall be allowed up to s1x (6) months to enablz 1t
to discover a comunerctal o1l or gas Well o to establish a
Clommercial Discovery, as the case may be. However, any such
extension of up to s1x (6) months shall reduce the length of the next

succeeding Exploration period, as apphicable, by that amount.
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(b)

VOLUNTARY:
CONTRACTOR may, voluntanly, durmg any period relingquush all
or any part of the Area 1 whole Exploration Blocls or parts of
Exploration Blocks provided that at the tune of such voluntary
relmqushment 1its Exploration obligations  under Article IV (b)
have been satisfied for such perod
Any relingushments  hereunder shall be credited toward the
mandatory provisions of Article V (a) above.
Following Clonmumercital Discovery, GANOPE and CONTRACTOR
shall mmtually agree upon any area to bz relinquushed thereafter,
except for the relinqushment provided tfor above at the end of the
total Exploration period.
ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, GANOPE and CONTRACTOR may
form 1n the A R E. an operatg company pasuant to Article VI (b)
and Annex (D) (herematter reterred to as "Operating Company™)
which company shall be named by nutual agreement between
GANOPE and CONTRACTOR and such name shall be subject to
the approval of the Mimster of Petroleum. Said company shall be a
plivate sector company. Operating Company shall be subject to the
laws and regulations m force in the AR E. to the extent that such
laws and regulations are not iconsistent with the provisions of this
Agreement ol the Charter of Operating Company,

However, Operating Company and CONTRACTOR shall, tor the
pupose of tlus Agreement, be exempted from the following laws

and regulations as now o1 hereatter amended or substitutad:

Law No. 48 of 1978, on the employee regulations of public sector
conmpanies,
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(b)

(c)

Law No. 159 of 1981, promulgating the law on jomnt stock
companies, partnership linuted by shares and himited liability
companes.
Law No. 97 of 1983 promulgating the law concermng public sector
organizations and companies;
Law No. 203 of 1991 promulgating the law on public busimess
sector companies, and

Provisions of part 2 of Chapter 6 of Law No 88 of 2003,
organizing dealings in toreign curtencies.
The Charter of Operating Company 1s hereto attached as Annex
"D" Witlhun thity (30) davs atter the date of Conunercial Onl
Discovery or within thirty (30) davs atter signatwe of a Gas Sales
Agreement or commencement of a scheme to dispose of Gas
(unless otherwise agreed upon by GANOPE and CONTRACTOR).
the Charter shall take etfect and Operating Company  shall
automatically come mto existence without any funther procedures.
The Exploration Advisory Commuttes shall be dissolved torthwith
upon the conung into existence of the Operating Company.

Ninety (940) davs after the date Operating Company comes 1nto
extstence 1 accordance with paragraph (b) above, 1t shall prepare a
worly program and budget tor torther exploration and development
tor the remaimder of the yvear m which the Conumercial Discovery
13 made; and not later than towm (4) months betore the end of the
current Financial Year (or such other date as may be agreed upon
by GANOPE and CONTRACTOR) and fowr (4) months preceding
the commencement of each succeeding Financial Year thereatter (o
such other date as  may be agreed upon by GANOPE and
CONTRACTOR), Operating Company shall prepare an annual
production Schedule, Work Program and budget for further
exploration and development tor the succeeding Financial Year.
The Production Schedule, Workk Program and Budget shall be
subnutted to the Board of Directors tor approval.
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() Not later than the twentieth (201 dav of each month, Operating

(¢)

s

-

.

Company shall furmsh to CONTRACTOR a wiitten estimate of 1ts
total cash requirements for expenditure tor the first halt and the
second half of the succeeding month expressed i US. Dollars
having regard to the approved Budget. Such estumate shall talie mto
constderation any cash expected to be on hand at month end

Pavment tor the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (2) below on the
first (1% day and fifteenth (15%) dav respectively. or the next
tollowing business dayv, 1f such dav 1s not a business day.

Operating Company 15 authonzed to keep at 1ts own dusposal abroad
m an account opened with a correspondent bank of the National
Bank of Egvpt. Cano, the foreign tunds advanced Dby
CONTRACTOR. Withdrawals from said account shall be used for
pavment for goods and services acquured abroad and for
transteriing to a local bank 1 the A R E. the requured amount to
meet the expenchtures m Egsyptian Pounds for Operating Company
1n connection with 1ts activities wnder thus Agreement.

Within sixty (60) davs after the end of each Financial Year.
Operating Company shall subnut to the appropriate exchange
control authonties 1 the A RE. a statement, duly certitied by a
recognized firm of auditors, showing the tunds credited to that
account, the disbursements made out of that account and the
balance outstanding at the end of the Year.

It and for as long daring the peniod of production operations there
exists an excess capacity 1n tacilities which can not duning the
penod of such excess be used by the Operating Company oo
CONTRACTOR trom a Development Lease or adjacent concession
area related to the CONTRACTOR., GANOPE shall use the excess
capacity 1f 1t so deswes withont any financial or operational
disadvantage to CONTRACTOR or Operating Conpany.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost Recovery Petroleum:

Subject to the auditing provisions under this  Agreement,
CONTRACTOR shall recover quarterly all costs. expenses and
expenchtiwes 1n respect of all the exploration, development and
related operations under this Agreement to the extent and out
of thirty eight percent (38%) of all Petrolewun produced and
saved trom all Development Leases within the Area hereunder
and not used 1n Petroleum operations. Such  Petroleum 13
hereinatter reterred to as "Cost Recovery Petrolenm™.

For the puwpose of determning the classification of all costs,
expenses and expenditures tor then recovery, the tollowing terms
shall apply:

. "Exploration Expenchtines” shall mean all costs and expenses
for exploration and the related portion of mdiect expenses
and overheads.

2. "Development Expenditiwes” shall mean all costs and expenses
tor development (with the exception of Operating Expenses)
and the related portion of mndirect expenses and overheads.

3. "Operating Expenses” shall mean all costs, expenses and

expenditines made atter nutial Conmercial Production. which
costs,  expenses  and  expenditures  are not  normally
depreciable.
However, Operating expenses shall include work over, repan
and maintenance of assets but shall not include any of the
tollowing: stdetracking, re-chlling, recompilation,
abandonment operations, and changing of the status of a well
Ly reentry or testing, replacement of assets o1 part of an asset,
additions. improvements, renewals or major overhauling that
extend the hife of the asset.
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Exploration expenditures, development expenditures and operating
expenses shall be recovarad from cost recovery petroleum in the
tollowing manner: -

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

(11)

to the conmmencemeant of mitial commercial production, which
for the purposes of tlus Agreement shall mean the date on
which the tust regular shipment of crude ol or the fist
deliveries of gas are made. shall be recoverable at the rate of
twenty percent { 20%) per anmun starting either i the Tax
Year 1 which such expencitures are mcmred and paid or the
Tax Year tn which mutial commercial production conumences,
whichever 1s the later date.

"Development Expenditures”, mcluding those accumulated
prior to the commencement of nutial conumercial production
wluch tor the purposes of tlhus Agreement shall mean the date
on which the first regular shipment of crude ol or the fust
deliveries of gas are made, shall bz recoverable at the
rate of twenty percent (20%) per anmum  starting 2ither in the
Tax Year in wlhuch such expenditures are mcurred and paid o
the Tax Year 1n which wmtial commercial production
commences. whichever s the later date.

(111) "Operating Expenses”, mcwred and paid atter the date of

mutial conmercial production, wlich for the purposes of tlus
Agreement shall mean the date on which the first regular
shaipment of crude o1l or the first delivenes of gas are made.
shall be recoverable etther in the Tax Year in wluch such costs
and expenses are cwrred and patd or the Tax Year in which
mutial commercial production occurs, wlichever 15 the later
date.

Concerning  1tem (1) & (1) the COST RECOVARY
PERCETAGE recommended by bidder(s) 15 compefitive
Exploration and development expenditnes shall be recoveraed
within a munmmm of five (5) vears.

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

expenditimes recoverable per paragraphs (1), (1) and {u1)
preceding, exceed the value of all cost recovery petroleum for
such Tax Year, the excess shall be carmed forward tor
1ecovery In the next succeeding Tax Year(s) until fully
recovered, but 1n no case after the temmunation of tlus
Agreement, as to CONTRACTOR.
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2)

(3)

(v) The recovery of costs and expenses. based upon the rates
referred to above, shall be allocated to each quarter
proportionatelyv (one towth to each quarter). However, anv
recoverable costs and expenses not recovered 1n one quaiter
as thus allocated shall be carnied torward for recovery i the
next qualrter.

Except as provided m Article VII (a) (3) and Article VII (&) (1),

CONTRACTOR shall each quarter be enfitled to take and own all

cost recovery petrolewm, which shall be taken and disposed of 1n

the manner daternuned pursuant to Article VII (2). To the extent
that the value of all Cost Recovery Petroleum [as deternuned

i Article VII (¢)] exceeds the actal recoverable costs and

expenchtines, including any cany forward wnder Article VII (a)

(1) (a1v), to bz recovered 1 that quarter, then the value of such

Excess Clost  Recovery  Petroleum  shall  be  pawd by

CONTRACTOR to GANOPE etther (1) 1 cash in the manner set

forth mn Article IV of the Accountmng Procechuwe  contamed in

Annex "E" or (1) m kand i accordance with Article VII(a) (3).

Ninety (90) dayvs prior to the commencement of each Calendar

Year, GANOPE shall be entitled to elect by notice 1 wiiting to

CONTRACTOR to requue payment of up to  one hundied

percent (100%) of all the Excess Cost Recovery Petrolemm

(Ganope’s night) m kind.  Such payvment will be 1n crude ol

trom the Area F.O.B. export termunal or other agreed delivery

pownt provided that the amount ot crude ol taken by GANOPE

i kind 1 a quarter shall not exceed the Value of Cost Recovery

Crude 1l actually talken and  separately  disposed of by

CONTRACTOR from the Area duntng the previous quarter. If

GANOPE s entitlement to receive payment of its share of excess

cost recovery petrolesum m land 1s Imted by the toregomg

provision, the balance of such entitlement shall be paid in cash.
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(b) PRODUCTION SHARING

(1) The remaming sixty two percent (62%) of Petroleum shall be
divided between GANOPE and CONTRACTOR pursuant to

Article VII (e) according to the tollowing shares:
(i) Crude Oil (Quarterly Average):

Crude o1l produced and saved GANOPE Contractor
under this agreement and not Share % Share %
used 1 petroleum operations.

(BOPD) (Quarterly average) will

be divided between Ganope and

the Contractor as:

1- Less than or Equal to U S§ 50
(BRENT BLEND / BARREL)

Less than 10000 6% 3804
From 10000 and less than 20000 63% 3704
From 20000 and less than 40000 635% 3504
From 40000 and less than 60000 7504 1504
From 60000 and less than 800040 80105 )%
From 80001 and less than 100000 81% 1904
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2- More than US$ 50 and less

than or equal to USE 75

(BRENT BLEND / BARREL) GANOPE
Share %
Less than 10000 63%
From 100040 and less than 200040 64%
From 20000 and less than 40000 66%
From 40004 and less than6 ({000 26%
From 60000 and less than 800040 R1%
From 80004 and less thanl 00004 829
Equal to or more than 1000040 R3%;

3 - More than US$ 75 and less
than or equal to USE 104

(BRENT BLEND / BARREL)

Less than 10000 6%,
From 10000 and less than 20000 635%
From 20000 and less than 40000 67%

Contractor

Share %
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From 40000 and less than 60000

From 60000 and less than 800040

4 - More than US$ 100 and less

than or equal to US$ 125

(BRENT BLEND / BARREL)

Less than 10000

From 10000 and less than 20000

From 20000 and less than 40000

From 40000 and less than 60000

From 600040 and less than 800040

GANOPE
Share %

66%

Contractor
Share %

229

1 7%

16%
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5 - More than 125 US$ GANOPE Contractor
(BRENT BLEND / BARREL) Share Y Share Y%
less than 10000 66% 349
From 10000 and less than 20000 67% 339
From 20000 and less than 40004 699 319
From 40000 and less than 60000 7905 1%
From 60000 and less than 80004 R49% 162
From 0004 and less than 100000 504 1504

Equal to or more than 10000 86% 14%
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(ii) Gas & LPG (Quarterly Average):

Gas and LPG produced and
saved under this Agreement and
not used m Petroleum operations

(SCFD) (quarterly average).

GANOPE Contractor

Share % Share %

(Y]
o0
o

Less than 150 MMSCF/Day 62%

Y
(Y]
=y

150 and above MMSCF/Day 67%
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(23 After the end of each contractual vear durmg the term  of any gas
sales agreement entered mto pursuant to Article VII (2), GANOPE
and CONTRACTOR (as sellers) shall 1ender to GANOPE or EGPC
or EGAS (as buver) a statement for an amount of gas, 1f any,
equal to the Amount by wlich  the quantity of gas of
wlhich GANOPE or EGPC o1 EGAS (as buver) has taken delivery
talls below seventy five percent (75%) of the Clontract quantities of
gas as established by the Applicable Gas Sales Agreement (the
"Shorttall"), provided the Gas 13 available. Within sixty (60) davs
of receipt of the statement, GANOPE or EGPC or EGAS (as
buver) shall pay GANOPE and CONTRACTOR (as sellers)
tor the amount of the Shorttall, 1t any. The Shorttall shall be
mchwded 1 GANOPE s and CONTRACTOR s entitlement to gas
pursuant to Article VII (a) and Article VII (b) 1n the fowth (4T
quartzr of such contractual vear.

Quantities of gas not taken but to be paird tor shall be recorded 1 a
separate "Take-or-Pay Account " Quantities of gas ("Make Up
Gas") which are delivered 1 subsequent yvears 1n excess of seventy
five percent {73%) of the contract quantities of gas as established by
the Applicable Gas Sales Agreement. shall be set against and reduce
quantities of Gas in the "Takes-or-Pay" account to the extent thereot
and, to  that extent, no payment shall be due m respect of such Gas.
Such Make up Gas shall not be mcluded mm CONTRACTOR's
entitlement to  gas pusuant to  Article VII (@) and (b)
CONTRACTOR shall have no 11ghts to such Make up Gas.

It at the end of any Contract year, GANOPE and CONTRACTOR
(as sellers) fail to deliver seventy five percent (75%) of the annual
contract quantity of gas as defined 1n the Gas Sales Agreement with
GANOPE or EGPC or EGAS (as buver), the difference between
seventy five percent (73%) of the annual Contract quanfity of Gas
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(c)

and the actual gas quantity delivered shall be referred to as the
"Deliver- or - Pay Shortfall Gas". GANOPE or EGPC or EGAS (as
buver) shall have the nght to take a quantity of gas equal to
Deliver-or-Pay the Shorttall Gas and such quantity of Gas shall be
priced at mnety percent (90%) of the Gas price as defined 1n the Gas
Sales Agreement The mechanism for the Deliver-or-Pay concept
will be determined in the Gas Sales Agreement .

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

Valuation of Petroleum:
(1) Crude Oil:

(1) The Cost Recovery Crude Oil to which CONTRACTOR
15 entitled herewnder shall be valued by GANOPE and
CONTRACTOR at "Market Price" for each calendar
(quatter.

(11) "Market Price" shall mean the weighted average prices
realized from sales by GANOPE o CONTRACTOR
curing the quarter, whichever 1s lngher, provided that the
sales to be used in arnving at the weighted average(s)
shall be sales of comparable quantities on comparable
credit terms 1n freely convertible cuirency from F.O.B.
pomnt of export sales to non-atfiliated companies at arm’s
length under all crude o1l sales contracts then in effect,
but excluding crude o1l sales contracts 1nvolving baiter,
and

(1) Sales, whether duect or indirect, through brokers or
otherwise, of GANOPE or CONTRACTOR to any
Affiliated Company.
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(2) Sales involving a quid pro quo other than payment 1 a
freely convertible currency or motivated m whole o
i part by considerations other than the wsual
sconomic meentives for conmercial arm's length
ciude o1l sales.

(111) It 15 understood that m the case of "C LE." sales, appropniate

deductions shall be made for transport and insuwrance
charges to calculate the F.O.B. pomt of export price; and
alwavs taling mto account the appropnate adjustment tor
quality of ciude ol freight advantage or disadvantage of
port of loading and other appropriate adjustiments. Market
Price shall be deternined separately fon each ciude ol o
ciude o1l mix. and for each part of loading.

(1v) If dung any calendar quarter, there are no such sales by

GANOPE andior CONTRACTOR under the Cimde Oil
Sales Contracts m etfect. GANOPE and CONTRACTOR
shall mutually agree upon the Matket Prce of the barrel
of crude ol to be used for such quarter, and shall be
guided by all relevant and available evidence meluding
curtent prices 1 freely convertible currency of leading
ciude ols produced by major o1l producing countries (in
the Arablan Gult o the Meaditerranzan area), wlhich are
regularly sold m the Open Market according to  actual
sales contracts terms but excluding papear sales and sales
promses where no crude ol 15 deliverad, to the extent
that such Sales which are effected under such Terms and
Conchitions  (excluding  the  price). not  signmticantly
ditferent from those wnder which the Crude O1l  to be
valued was sold, and alwavs taking into consideration
appropriate adjustments tor crude ol quality,  freight
advantage or disadvantage of port of loading and other
appropriate  adjustments, as  the case mayv  be, for
differences mn gravity, sulphur, and other tactors generally
recoginzed by sellers and purchasers, as retlected m cude
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prices, fransportation  mnety  (90)  days  insurance
prenmuums, umisual tees borne by the seller, and for credit
terms 1 excess of sixty (60) davs, and the cost of loans or
guarantees granted for the Dbenefit of the sellers at
prevailing interest rates.

It 15 the intent of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing Maiket
Price for such Crude Oul.

(v) If etther GANOPE o CONTRACTOR constders that the

Matket Price as deternuned under sub-paragraph (11)
above does not reflect the prevailing Market Price or in
the event GANOPE and CONTRACTOR fail to agree on
Martket Price for any Crude Oil produced under this
Agreement for any quarter witlun fifteen (15) davs after
the end thereof, any party may elect at any tune
thereafter to submit to a single arbitrator the question,
what single price per barrel, 1 the arbitrator’s judgment,
best represents for the pertinent quarter the Market Price
for the Crude O1l 1 question. The arbitrator shall make his
deternunation as soon as possible tollowing the quarter i
question. His deternunation shall be final and binding
upon all the parties. The arbitrator shall be selected in the
manner described below.

In the event of GANOPE and CONTRACTOR fail to
agree on the arbitrator within thirty (30) davs from the
date any party notifies the other that it has decided to
submit the determination of the Matket Price to an
arbitrator, such Arbitrator shall be chosen by the
appointing authonity designated in accordance with Article
XXIV (&), ar such other appointing authonty with access
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to such expertise as may be agreed to between GANOPE
and CONTRACTOR. with regard to the qualhifications tor
atbitrators  set forth below. upon written application of
one or both of GANOPE 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 in the mternational petroleum
1ncustiy as an expert in pricing and maiketing crude oil 1n
international comumerce. The arbitrator shall not be 3
citizen of a counfry which does not have diplomatic
relations with any Party of this Agreement. He shall not
be, at the time of selection emploved by, or an arbitrator
of consultant on a continung o frequent basis to the
Amertcan Petroleum Institute or the Organmzation of the
Petroleum Exporting Countiies or the Orgamzation of
Arab Petrolenm Exporting Countries or a consultant on a
continuing basis to GANOPE, CONTRACTOR or an
Affihated Company of either, but past occasional
consultation with such companies. with other petroleum
compantes, governmental agencies or orgamzations shall
not be a ground for disqualification. He may not have
been., at any time dwming the two (2) vears before selection.
an employee of any petroleum company o1 of any
govermmental agency o1 orgamzation.

Should a selected parson decline o1 be unable to serve as
atbitrator or should the position of arbitrator fall vacant
prior to the decision called tor, another person shall be
chosen 1n the same manner provided m tlus paragraph
GANOPE and CONTRACTOR shall share equally the
expenses of the arbatrator.



Yool s VA 3 () b Y0 auadl = dans I 54y 3

¢

1Y Jadl palad e 5,200 0 WY Widy 60,3 50l (Sl s
Slaglall 5 OB o ba s Cusll g 3580 denarl g o gy 5 . & dnll
LT e Yo ) G gio i B R A 0,50 of e ¢ ladl dold
& GBI Qi o U5 Jaad 0550 5 Olaglan 5] Sl o 540
o (Sonedd 3o sl o ¢ 2ypa8a il o) pmmiiy ol Sk s 5Lt
o La) 5 i o JS Gslas 5 0 AT W e Wy fopd (04
LS8 0las Lagin IS S0 a8+ ppalnd] 330 (el I oSl
1S 5 ol Cusll pom e (o p BN (Soald oy 3 wiorcs s
LS8 1 Syl 5 gt S o1 L ddilactl s shally UL

b 5158 3601 e el 05 LT (Sl 5 (3 5 a3 S lon

] Tl g Gl Tl s 58 ke Gt G ] e oy s 5 =

i ol Ll 5 G s "Gl pa” o GUINT s ] B350 By
s o ) Cad 1] Lo Uls 3y oSl i ng aadl ISy,
RPIES RN JON [P IID E TO + DR VPN [ JOESR [ PSESS SO0 200 BT (Y
AU G o 1,48 Byl ) s 15 3l el oy i ¢ el il o
BU b cay 5US) ] Uil g s eliad] ot iz 55U o
sl oo 3 5 ¢ (o) demgl ol 3 sdmd!l il e Lgiaw (¥, 0)

bl ) oo Lale g 5kall UL b ! shine iesd s IS 50



4

Yoo 8 hw i VA 3 () b Y0 sl = e 5y 3

The arbitrator shall make Ins deternunation 1 accordance
with the provisions of tlus paragraph. based on the best
evidence available to lwm. He will review ol sales
confracts as well as other sales data and intormation but
shall be free to evaluate the extent to wluch any contracts,
data or information 13 substanftiated o1 pertinent.
Representatives of GANOPE and CONTRACTOR shall
have the right to consult with the arbitrator and furush
lum written materials provided the arbitrator mayv mmpose
reasonable limttations on tlus nght.  GANOPE and
CONTRACTOR each shall cooperate with the arbitrator
to the fullest extent and each shall msure such cooperation
of 1ts trading compames. The arbatrator shall be provided
access to crude o1l sales contracts and 1elated data and
intormation which GANOPE and CONTRACTOR o
their trachng companies are able to make available and
which 1 the judgment of the arbitrator might aid the
atbitrator i making a valid determination.

(v1) Pencing Madset Pacz Agreement by GANOPE and CONTRACTOR

ol deternunation by the arbitrator, as applicable, the Market
Price agreed for the quarter preceding, the quarter 1n
question shall remaimn temporanly in effect. In the event
either GANOPE or CONTRACTOR should mcur a loss
by virtue of the temporary continuation of the Market
Price ot the previous quarter. 1t shall promptly be
reimbursed such less by the other party plus sumple
mnterest at the LIBOR plus two and one - half percent
(2.5%) per annum rate provided tor i Article I'V (f) trom
the date on which the disputed amount(s) should have
been paid to the date of paviment.
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(2) Gasand LPG

(1) The cost recovery and production sharing gas price will be
agreed between contractor and GANOPE atter the Conunercial
Discovery and before converting the Area to a development
lease(s) and shall be

a) Red Sea deep water (Semi-sub and Dull ships): according
to the average Prevailing new gas prices of the Egyptian
economic Mediterranean deep water .

b) Gulf of Suez and Red Sea shallow water (Jack-up):

According to the average Prevailing new gas prices of the
Egyptian economic  Mediterranean and Gulf of Suez
shallow Water “Prices™.
Except Gas for export (LNG) and pipelines Gas where
production sharng gas price will be valued at net back
price based on open tender marketing process supervised by
GANOPE.

(1) The Cost Recovery and Production Shares of (LPG) produced
from a plant constiucted and operated by or on behalf of
GANOPE and CONTRACTOR shall be separately valued for
Propane and Butane at the outlet of such LPG plant according
to the tfollowing formula (unless otherwise agreed between
GANOPE and CONTRACTOR):

PLPG = {1.95PR
Where

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

PR = The average over a pertod of a month of the figures
representing the mid-point between the high and low
prices 1 U S, Dollars per metiic ton quoted in "Platt’s
LP Gas wire" dwing such month for Propane and
Butane FOB Ex-Ret/Stor. West Mediterranean.
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(d)

(i)

“~

(1v)

[n the event that "Platt’s LP Gas we" 15 1ssued on certamn davs
during a month but not on others, the value of (PR) shall be
calculated using only those 1ssues which are published during
sunch month, In the event that the value of (PR) connot be
determined because. “platt’s LP Gas Wire™ 15 not published at all
chuing a month. Ganope and Contractor shall meet and agree
to the value of (PR) by reterence to other published sources. In
the event that there are no such other published sources or it
the value of {(PR) caimmot be determined pursuant to the toregoing
for any other reason, GANOPE and CONTRACTOR shall
meet and

aglee the value of (PR) by reterence to the value of LPG
(Propane and Butane) delivered FOB from the Mediterranean
Aleéa,

Such valuation of LPG 15 based upon delivery at the delivery
pomt specified m Article VII (2) (2) (1),

The prices of Gas and LPG so calculated shall apply daing
the same month

The Cost Recovery and Production Shares of Gas and LPG
disposed of by GANOPE and CONTRACTOR other than to
GANOPE or EGPC or EGAS pursuant to Article VII (e) shall

be valued at thew actual realized price.

Forecasts:

Operating Company shall prepare (not less than mnety (90) davs

prior to the beginning of each calendar semester following tirst

regular production) and turnish i witting to CONTRACTOR and

GANOPE a forecast setting out a total quantity of Petroleum that

Operating Company estimates can be produced. saved and

transported hereunder chrng such calendar semester 1n accordance

with good oll and gas mdustry practices.
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(e)

Operating Company shall endeavor to produce each calendar
semester the forecast quantity, The Chrude Onl shall be mun  to
storage tanlks o1 otfshore loading tacilities constiucted, maimntained
and operated according to GOVERNMENT Regulations., by
Operating Company 1 wlich said Crude Odl shall be metered or
otherwise measwmred tor rovalty, and other purposes requured by this
Agreement.  Gas shall be handled by Operating Company 1n
accordance with the provisions of Aiticle VII (¢).

Disposition of Petroleum:

(1) GANOPE and CONTRACTOR shall have the nght and the
abligation to separately take and treely export or otherwise
cispose of, curently all of the Chude Oil to which each 13
entitled under Article VII (a) and (b). Subject to pavment of
sums due to GANOPE under Article VII (a) (2) and Article
[X, CONTRACTOR shall have the right to renut and retamn
abroad all tunds acquired by 1t including the proceeds from the
sale of its share of Petroleum.

Notwithstanding  anvthing to  the  contrary under tlus
Agreement, prionty shall be given to meet the requurements
of the ARE market from CONTRACTOR s shate under
Article VII (a) & (b) of the Crude O1l produced trom the Area
and GANOPE shall have the preferential night to purchase
such Ciude O1l at a price to be deternuned pursuant to Article
VII (¢). The amount of ciude al so puchased shall be a
portion of

CONTRACTOR s share under Article VII (a) & (b).  Such
amount shall be proportional to CONTRACTOR s share of the
total production of cimde ol from the concession areas in the
A R.E. that are also subject to GANOPE s preterential right to
pwchase. The pavment for such purchased amount shall be
mades by GANOPE in U.S. Dollars or m any other firzely
convertible cunrency remittable by CONTRACTOR abroad
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It 15 agreed upon that GANOPE shall notity CONTRACTOR,
at least forty-five (45) davs prior to the beginmng of the

Calendar Semester, of the amount to be purchased during such
semester under this Article VII () (1).

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

(1) Prionity shall be given to meet the requirements of the local

(11)

market as determuned by GANOPE.

In the event that GANOPE or EGPC or EGAS 15 to be the

buver of Gas, the disposition of Gas to the local markets

as 1ndicated above shall be by virtue of long term Gas

Sales Agreements to be entered mto between GANOPE

and CONTRACTOR (as sellers) and GANOPE or

EGPC or EGAS (as buyver).

GANOPE and CONTRACTOR (as sellers) shall have the

obligation to deliver Gas to the tfollowing point where

such Gas shall be metered for sales, rovalty, and other
purposes required by this Agreement:

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

(b) In the event that an LPG plant 15 constructed to
process such Gas, such Gas shall, for the purposes
of valuation and sales, be metered at the inlet to
such LPG Plant. However, notwithstanding the fact
that the metering shall take place at the LPG Plant
inlet, CONTRACTOR shall through the Operating
Company build a pipeline swtable for transport of
the processed Gas fiom the LPG Plant outlet to the
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nearest  point on the National Gas Pipeline Gid
Svstem as  depicted m Annex "F" hereto. or
otherwise agreed by GANOPE and
CONTRACTOR. Such Pipeline shall be owned m
accordance with Article VIII (a) by GANOPE. and
its  cost shall be financed and recovered by
CONTRACTOR as  Development Expenchtunes
pursuant to Article VIL

(111y GANOPE and CONTRACTOR shall consult together to

deternune whether to builld an LPG plant tor recovering
LPG from any gas produced hereunder. In the event that
GANOPE and CONTRACTOR dectde to bwld such a
plant, the plant shall. as 15 appropriate, be m the vicinty
of the point of delivery as determined 1 Article II and
Article VII (e)2(u). The Delivery of LPG for, rovalty and
other purposes requured by tlhus Agreament shall be at the
outlet of the LPG plant. The costs of any such LPG plant
shall be recoverable i accordance with the provisions of
this Agreement unless the Muuster of Patroleum agrees
to accelerated recovery.

(1v) GANOPE or EGPC or EGAS (as buver) shall have the

option to elect. by ninety (94) davs prior wiitten notice to
GANOPE and CONTRACTOR (as sellers), whether
paviment tor the Gas wluch 15 subject to a Gas Sales
Agrecment between GANOPE and CONTRACTOR (as
sellers) and GANOPE or EGPC or EGAS (as buvear) and
LPG produced from a plant constiucted and operated by
or on behalt of GANOPE and CONTRACTOR, as valued
i accoldance with Article VII (¢), and to which
CONTRACTOR 15 entitled under the Cost Recovery
and  Production  Sharing provisions of  Article VII of
this Agreement, shall be made (1) 1 cash or (2) m Lkind.
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Pavments 1n cash shall be made by GANOPE or EGPC or
EGAS (as buver) at intervals provided for in the
relevant  Gas  Sales Agreement in U.S. Dollars,
remittable by CONTRACTOR abroad.

Pavments 1 kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR 1s
entitled into equivalent bamrels of crude o1l to be taken
concurrently by CONTRACTOR from the Area, or to the
extent that such Ciude Oil 15 insutficient, crude o1l from
Contractor’s other concession areas or such other areas as
may be agreed. Such Crude Oil shall be added to the
Crude O1l that CONTRACTOR 1s otherwise entitled to
lift under this Agreement. Such equivalent barrels shall

(¢) relating to the valuation of Cost Recovery Crude Oil.
Provided that:

(aa) Pavment of the value of Gas and LPG shall always
be made 1n cash i U.S. Dollars renuttable by
CONTRACTOR abroad to the extent that there 1s
insufficient crude o1l available for conversion as
provided tor above.

(bb) Pavment of the value of Gas and LPG shall always
be made 1n kind as provided tor above to the extent
that pavments 1n cash are not made by GANOPE.

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

Should GANOPE or EGPC or EGAS (as buyer) fails to
enter 1mto a long-term Gas Sales Agreement with
GANOPE and CONTRACTOR (as sellers) witlun four
(4) vears from a notice of Commercial Gas Discovery
pursuant to Article III, GANOPE and CONTRACTOR
shall have the nght to take and fieely dispose of the
quantity of Gas and LPG 1n respect of which the notice of
Commercial Discovery 15 given by exporting such Gas
and LPG.

(vi) The proceeds of sale of CONTRACTORs share of Gas

and LPG disposed of pursuant to the above sub-paragraph
(v) may be freely renutted or retamned abroad by
CONTRACTOR.

(vir) In the event GANOPE and CONTRACTOR agree to

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

(vi1) (aa) Upon the expiration of the four (4) vears period

referred  to 1 Article VII (&) (2)  (v).
CONTRACTOR shall have the obligation to exert
1ts reasonable etforts to find an export market for
gas 1eserves,

(bb) In the event at the end of the four (4) vears period

referred to under Article VII (&) (2) (v).
CONTRACTOR and GANOPE have not entered
mto a Gas Sales Agreement, CONTRACTOR
shall retain its nights to such Gas reserves for a
further perod of up to four (4) vears, subject to
Article VII (&) (2) (vi) (¢cc), chming which period
GANOPE shall attempt to find a market for Gas
reserves,
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(¢cc) In 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) pror to the expiry of eight (8) vears from
CONTRACTOR s notice of Commercial Gas
Discovery, CONTRACTOR shall suirender the
zas reselves 1 respect of which such notice has
been given It bemng wnderstood that
CONTRACTOR shall. at any tume prior to the
expiry of such eight (8) vears period, surrender
the gas reserves.if CONTRACTOR 15 not
exporting the gas and  CONTRACTOR does not
accept an offer of a gas sales agreement from
GANOPE witlun six (6) months from the date
such offer 15 made provided that the Gas Sales
Agreement offered to CONTRACTOR shall take
mto  constderatton the relevant techiucal and
econonie factos to enable a conumercial contract
imclucing -

A sutficient delivery rate,

Delivery pressure to enter the National Gas
Pipeline Grid Svstem at the point of delivery,
Delivered gas quality specifications not maone
stitngent than those mmposed or requured tor the
National Gas Pipeline Grid System.

-The gas prees as specbied 1 the Gas Sales

Agleemeant,

(dd) In the event that CONTRACTOR has not entered

1o a gas sales agreement pursuant to Article VII
(2) (2)or otherwise tound an acceptable scheme
tor conmmnerclal disposal of such Gas, at the tume
of the expiration of eight (8) vears fiom
CONTRACTOR s notice of commercial discovery
of gas o1 talling agreement with GANOPE on gas
cisposal at the expuation of eight (8) vears,
CONTRACTOR shall swrender to GANOPE
such Development Lease (3) in which gas
ciscovary 15 made.
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(1)

(g)

(1x) CONTRACTOR shall not be obligated to surender a
Development Lease based on a commercial gas
discovery, 1f Crude Oil has been discovered 1n
commercial quantities i the same Development Lease.

Operations:

It tollowing the reversion to GANOPE of any nights to Ciude Oil
hereunder, CONTRACTOR retams nghts to Gas i the same
Development Lease, or if, following swrender of nghts to Gas
hereunder, CONTRACTOR retains rights to Crude Oil 1n the same
Development Lease, operations to explore for or exploit the
Petrolewm, the rights to which have reverted or been surrendered
(Ol or Gas as the case may be) may only be camried out by
Operating Company which shall act on behalt of GANOPE alone,
unless CONTRACTOR and GANOPE agree otherwise.

Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production GANOPE and CONTRACTOR shall meet and agree
upon a procedure for scheduling tanker Lifting’s from the agreed
upon point of expoit.

ARTICLE VIII
TITLE TO ASSETS

(a) GANOPE 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 Operating Company in accordance with the
tollowing:

(1) Land shall become the propeity of GANOPE as soon as 1t 13
purchased.



Yo o8 dw iy VA S (1) ml Y0 suall = dewms Jliu ) V0K

i J Il g L sy Lol ity Kyl J o1 TS Jisis — ¥
o et ¢ aladh 5ol o gaaadd Ly 51 2] esrinl daols peass g
s M I oo Ll S Tals Uity il J AN IS
o gmasd Ty JolL J a1 ada GalSs 5 ol w5 JoLal1 5,5 Laie
IV LS alazy Lood cll3y 23UV sdo « Laalil wie Ll ¢« Laylud) 52U
RO ) DY RN U N PCTYEIN PUXTE | D JUWR I B P DO
by Slbantly i) 2,800 035 5F i a5l sy Gl
oo 5 et gty IS Talg o Lo (V) I a3 ol o
855t Vg Aoga o5 Akae gy IS T ozl alh s 2 sl dan il
WIS (S5 b e o) Balanaly Lol (colbaally (W1 )L
3V 83p 3l e Bave VS Slderlly Gl 488015 Jslialls opid 305 ()
St o) GG Sl bditns s Ipbancinny ol (3 331 gt Buas
s gt 8 i) oldaadl (21,88 dsy adla Lol Ladl df il
s o SLBNI Lo 63T iy o5l L3 gl a5 3Ll
Il sl 5 G an ¥ Cims Jsal) Jo cpans « oW drlodd| g puut]
e Lol Y
oo o Toasinan 3 (8 A ldaadly La 45,2, Jyliald S, ()
bl S L 5, o] Ll o il N s a5
s Hlontiul mad! ¥ I few o IS botes o debiall i I
QU3 oo Lel domy Bl o 3 B3] L 055 ¢ dmaal s N sl
. Jlaazu |



Ve ¥ hwdn VA B () b Y0 duadl = de L5 2

(2) Tiutle to fixed and movable assets shall be transterred
automatically and gradually trom CONTRACTOR to GANOPE
as  they become subject to recovery i accordance with the
provisions of Article VI, howevear the full itle to fixed and
movable assets shall be  transtenred  automatically  from
CONTRACTOR to GANOPE when 1ts total cost has been
recovered by CONTRACTOR 1 accordance with the
provisions of Article VII or at the time of ternunation of thus
Agreement with respect to all assets chaigeable to the

operattons whether recovered or not, whichever first occws.

The book value of the assets created during each calendar
quarter  shall  be commumucated by CONTRACTOR to
GANOPE or by Operating Company to GANOPE and
CONTRACTOR wiatlun thuty (30) davs of the end ot each
quarter provided the operator shall not be liable to transter any
software unless contractor own that sottware.

(b) During the tetm of tlhus Agreement and the renewal period GANOPE,
CONTRACTOR and Operating Company are entitled to the full use
and enjoyment of all fixed and movable assets reterred to above In
connection with operations hereunder or under any other Petroleum
CONCESS101 agreement entered mto by the Parties. Proper
accounttng  adjustment shall be made.  CONTRACTOR and
GANOPE shall not dispose of the same except with agreement of the

other.

(¢) CONTRACTOR and Operating Company may freely mmport mto the
ARE. use therein and freely export at the end of such use,
machinery and equpments wlich they either rent o lease 1n
accordance with good mdustry practices, mclucding but not limitad to
the lease of computer hardware and sottwanre,
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ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to GANOPE as a signature bonus the sum

(b) CONTRACTOR shall pay to GANOPE as an extension bonus the
sum of $300.000  Five Hundred Thousand U.S. Dollars upon
approval to enter into the five (5) vears extension period pursvant to

Article IIT paragraph (d) (111) (bb).

(¢c) Contractor shall pay to Ganope one day pror the governmental
approval, (10%) tfrom the total assignment deal value. In case the
assignment still i the exploration phase, this assignment bonus
should not be less than ten percent (10%) of the total financial
obligation of the CONTRACTOR dwming the exploration phase in
which assignment request was accepted by Ganope. (Except

assignment to an atfiliated company)

(d) Contractor shall pay to GANOPE 1 each financial yvear the sum of
not less than $100000 One Hundred thousand Umted States Dollars

tor training purpose and as fiwther described i Art. XVII (d) below.

() PRODUCTION BONUS:

1. CONTRACTOR shall pay to GANOPE the sum of $7,500,000
seven million and Five Hundred Thousand U.S. Dollars as a
production bonus when the daily production rate from the Area
tirst reaches the rate of 6249 (Six Thousand and two hundred
forty nine) Barrels of o1l per day or equuvalent. Payvment will be

made within fifteen (15) davs thereafter.
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2. CONTRACTOR shall pay to GANOPE the sum off 10,000,000
ten million U.S. Dollars as a production bonus when the daily

production rate from the Area first reaches the rate of more than

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

(f) All the above mentioned bonuses shall 1n no event be recovered by

CONTRACTOR

In the event that GANOPE elects to develop any part of the Area
pursuant to the sole sk provisions of Article II1 (¢) (I'V), production
trom such sole sk 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 tmtial date of sharing.

(g) Gas shall be taken into account for purposes of determining the total
average daily production from the Area under Article IX (e) (1.2) by
converting daily gas delivered mto equivalent barrels of daily crude

o1l production m accordance with the following formula:
MSCF x H x{1.167 = equivalent barrels of crude oil
Where
MSCF = one thousand Standard Cubic Feet of Gas.
H = the number of nullion British Thermal Units (BTU s

per MSCF).
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall mamtain an otfice in A.R.E. at which notices shall
be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to cairy out immediately all 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 1 contlict
with this Agreement shall apply to the duties and activities of the General
Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the General Manager or which are sent to lnm
by registered mail to CONTRACTOR s office inthe A RE.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chairman of GANOPE or which are sent to
him by registered mail at GANOPE s main office 1 Cairo.

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measwes, according to
generally accepted methods 1 use 1 the ol and gas mdustiy to
prevent loss or waste of Petroleum above or under the ground in any
form durmng  dulling, producing, gathenng, and distiibuting or
storage operations.

The GOVERNMENT has the night to prevent any operation on any

well that 1t nught reasonably expect would result 1 loss or damage
to the well o1 the O1l or Gas field.
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(b) Upon completion of the dulling of a productive well, Operating

Clompany shall inform the GOVERNMENT or 1ts representative of
the tume when the well will be tested and the production rate
ascaltalned.

(¢) Exceptin mstances where multiple producing formations in the same

()

well can only be produced economically tluough a single tubing
stitng, Petroleum shall not be produced trom multiple o1l bearing
zones through one string of tubing at the same tune. except with the
prior approval of the GOVERNMENT or its representative, which
shall not be wnreasonably withheld.

Operating Company shall record data regarding the quantities of
Petrolenim and water produced monthly fiom each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special torms provided tor that purpose witlun
thirty (3() davs after the data are obtamed. Daily a1 weekly statistics
regarding the production from the Area shall be available at all
reasonable fimes tor examination by authonzed representatives of
the GOVERNMENT.

(2) Daily dodling records and the graplue logs of wells must show the

(£)

quantity and type of cement and the amount of any other matenals
used 1n the well for the parpose of protecting Petroleum. gas bearing
ol fresh water strata.

Any substantial change of mechanical conditions ot the well atter 1ts

completion shall be subject to the approval of the representative of
the GOVERNMENT.
ARTICLE XII
CUSTOMS EXEMPTIONS

GANOPE. CONTRACTOR, and Operating Company shall be
permiftted to unport and shall be exempted from customs duties, any
taxes, levies or tees (including tees mmposed by Muusterial Decision
No. 254 of 1993 1ssued by the Munuster of Finance, as now o
hereatter amended or substituted) of any natwe and from the



Yo o8 dw iy VA S (1) ml Y0 suall = dwms Jl i ) AYE

Solass slodls laghly 53481y colialls &YV 3] ptanly o o) s
Sl (e 0 Iy S el oo e Lt (g mmmy § Sl S
o\ ST Sy (2l ollacall 3 deosennd ) el Lendd & I\
ol s SN 53y Sk rladines oS Ly IS sl 3341 5
8 il o Ls Y 00 e (Y o3 Sl e ISy Y L) el
e st oo ol Jotad| il o Biaiace 35l g oty alS 3,
g Uiy o laad) docisad Za3Y 5yl « Lt o e jan Ty ¢ o 1
1o pen e VI LU Lo iy Bashoy el B3] wda 05555 L 23U
A Okl 5 3l o sl BT ey < GisYl
S Jolass 3y olially O o a3l 21,591 o5 ek LSY1 o ()
Elaadly il 3830, Jolally oy Ialio 26 a8 3,y ) JGYI
Uiy el (of T Ty Ll o2 2 b L) (o0 et s s
o 3= o o i 5 S en ooy Shioa (393 LB 0l ¢ g2 g0 oldaald
VAAY Lo Y04 o5, (o liall LA et Al N s G s ) ol
(3 oo dows ooy Loy Ldizadly LI 0Mdaz; LU 5150 oo 3Ll

15g) osior atend Jan J22 (0 U5 St Bollgdh oot ny ellss i (sl oo
Lol . LYl ot Lisy colgbanlly pLeald dajy 380l « LotV ol (0 a0
Syl he Lad) 5de Zoladh 3ol oo (1) 5,880 3 Lede o gl - LY
Jolidly o gior Jalie &6 pas 3,505 AT (Oldoll S Radderad! b o355
2o L] Slid] Sldaall b LI (oo oged s Loy ey Bl 35 241,
el Doyt Lede gudaid LSl of Ll dday Lpohisrn! of LpesS s
cro Ul Tatan T3l s s iy e At 53l oy (1) 52000 3,01
sigd Ly et 3 Jloomaad do3Y & LtV ado ol o gty g Ji2

PR



1Yo ¥ hwdig VA 3 () b Y0 duadl = de 154 2

(b

b

)

importation 1ules with respect to the importation of machinery,
cqquupient, apphances, matenials, 1tems, means of transpoit and
transportation (the exemption from taxes and duties for cars shall
only apply to cars to be used 1 operations), electric apphances. air
conditioners tor  otfices. field housing and facilities, electronic
appliances, computer hardware and software, as well as spare paits
required for any of the mmported ttems, all subject to a duly approved
certificate 1ssued by the responsible representative nominated by
GANOPE tor such purpose, which states that the imported items are
required ftor conducting the operations pusuant to this Agreement.
Such certificate shall be final and binding and shall automatically
result 1 the mmportation and the exemption without any fwrther
approval, delay or procedwre.

Machinary. equipment, applhiances and means of transport and

transportation  umported by GANOPE's, CONTRACTOR™s and
Operating Company’'s contractors and sub-contractors  temporanly
engaged 1 any achivity pursuant to the operations wluch are the

subject of this Agreement. shall be cleared under the "Temporary

Release System”" without  pavment of customs duties, any taxes.

levies or fees (icluding fees mposed by Mimistertal Decision No.

254 of 1993 1ssued by the Minster of Finance, as now o1 hereafter

amendead o1 substituted) of any nature, upon presentation of a duly

approved  certiticate  1ssued by an GANOPE  responsible

representative nommnatad by GANOPE tor such puipose  which

states, that the mmpoarted items are requued tfor conducting the

operations pursuant to this Agreement. Items (excluding cars not to

be used 1n operations) set out 1 Article XII {a) mmported by

GANOPE s, CONTRACTOR's  and  Operating  Company s
contractors and sub-confractors  tor the aforesawd operations, 1n

order to be mnstalled or used permanently or consumed shall meet the

conditions for exemption set torth m Article XII (a) atter being duly

certitied by an GANOPE responsible representative to be used tor

conducting operations parsuant to this Agreement.
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(¢) The expatriate emplovees of CONTRACTOR, Operating Company
and thewr contractors and sub-contractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and
charges except within the hinuts of the provisions of the laws and
tegulations applicable 1n the A RE. However, pearsonal household
goods and furmbhne (ncluding one (1) car) for each expatiate

employvee of CONTRACTOR andior Operating company shall be
cleared under the "Temporary Release Svstem” (without paviment of
any customs duties and other ancillary taxes) upon presentation of a
letter to the appropriate customs authorities by CONTRACTOR or
Operating  Company  approved by an GANOPE  responsible
representative that the mmpoirted items are unported for the sole use
of the expatnate emplovee and lus tanuly, and that such mmported
ttems shall be re-exparted outside the A R E. upon the repatiation of

the concerned expatiiate emplovee.

(cl) Ttems mported into the A R E. whether exempt or not exempt tfrom
customs duties and other ancillarv taxes and charges hereunder, may
be expoarted by the mporting party at any tume atter obtaining
GANOPE's approval, which approval shall not be wmeasonably
withheld, without any export duties. taxes or charges or any taxes o
charges from which such 1tems have bezen alieady exempt. being
applicable. Such 1items mayv be sold within the A R E. atter obtamning
the approval of GANOPE which approval shall not be nnreasonably
withheld. In tlus event. the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such items and the tantt
applicable on the date of sale, unless such 1tems have already been
sold to an Athhated Company of CONTRACTOR, 1if anyv. o
GANOPE. having the same exemption. or unless title to such items
(excluding cars not used i operations) has passed to GANOPE.
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In the event of any such sale under tlus paragraph (d). the proceads
from such sale shall be divided in the tollowing manner:
CONTRACTOR shall be enfitled to remmbwsement of its
urecoverad cost, it any, 1 such ttems and the excess, 1t any, shall
be paid to GANOPE.

(2) The exemption provided tor 1in Article XII (a) shall not apply to anv
mmported 1tems when items of the same or substantially the same
kind  and qualhity are  mamutactmed locally  meeting
CONTRACTOR s and‘or Operating Company s specifications tor
quality and satety and are avallable for timely purchase and delivery
in the AR E. at a price not lugher than ten percent (10%) ot the cost
of the mported 1tem, betore customs duties but after freight and
insurance costs, 1f any. have been added.

(1) CONTRACTOR, GANOPE and thewr respective buvers shall have the
11ght to freely expoirt the Petrolewm Produced from the Area pursuant
to tlus Agreement, no license shall be requued, and such petroleum
shall be exemptad from any customs duties, any taxes, levies or any
other tmposts 1 respect of the expaort of Petroleum herevmder.

ARTICLE XIII
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

(a) GANOPE, CONTRACTOR and Operating Company shall each
mamntain at their busiess otfices m the A R E. books of account, 1n
accordance with the Accounting Procedwe 1m Amnex "E" and
accepted accounting practices generally used 1n the petroleum
industry, and such other books and records as may be necessary to
show the woik performed under this Agreement, mcluding the
amount and value of all Petrolaum produced and saved hereunder.
CONTRACTOR and Operating Company shall keep their boolks of
account and accounting records 1 Umted States Dollars,
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Operating Company shall turish to the GOVERNMENT or its
representatives monthly returns showing the amount of Pefroleum
producad and saved hereunder. Such returns shall be prepared in the
torm requued by the GOVERNMENT. or its representative and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and deliverad to the
GOVERNMENT or 1ts representative within  thaty (30) davs after
the end of the month covered i the retwun

(b) The atoresaid boolss of account and other books and records reterred

(c)

to above shall be available at all reasonable times tor inspection by
duly authonzed representatives ot the GOVERNMENT.

CONTRACTOR shall subnut to GANOPE a Profit and Loss
Statement of 1ts Tax Year not later than tour (4) months atter the
commencement of the following Tax Year to show its net profit o
loss trom the Petroleum operations under this Agresment tor such
Tax Year

CONTRACTOR shall at the same tume submut a vear-end Balance
Sheet tor the same Tax Year to GANOPE. The Balance Sheet and
financial statements shall be certified by an Egyptian certified
accounting firm.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR andior Operating Company shall prepare and, at all

tumes while this Agreement 13 1n force, maintain accurate and current
records of 1ty operations 1 the Area CONTRACTOR andior
Operating Company  shall furnush the GOVERNMENT or its
representative, m contformity with applicable regulations or as the
GOVERNMENT  or 1ts representative may  reasonably require
intormation and data concerning its operations nder this Agreement
Operating Company will pertorm the tunctions imcheated 1 tlus
Article XIV m accordance with 1ts role as spectfied in Article VL
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(b) CONTRACTOR and/or Operating Company shall save and keep tor
a reasonable penod of tume a 1epresentative portion ot each sample
of cores and cuttings taken trom dolhing wells, to be disposed of, o
torwarded to the GOVERNMENT or 1ts representative i the manner
directed by the GOVERNMENT. All samples acquured by
CONTRACTOE and/or Operating Company tor their own purposes
shall be considered available tor mspection at any 1easonable tune
Ly the GOVERNMENT or 1ts representatives.

(¢) Unless otherwise agreed to by GANOPE., m case of exporting any
rock samples outside A R E ., samples equivalent m size and  quality
shall, betore such exportation, be delivered to GANOPE as
representative of the GOVERNMENT .

() Ongals of records can only be exported with the pernussion of
GANOPE provided, however. that magnetic tapes and any other
data which must be processed o1 analyzed outside the A RE. may be
exported 1f a momtor o a comparable record, 1t avauable, 13
maintamed 1 the A RE. and provided that such expoits shall be
repatriated to A R E. promptly tollowimg such processing or analysis
on the understanchng that they belong to GANOPE.

AT
g
\-—f

During the pertod CONTRACTOR 15 conducting the Exploration
operattons,  GANOPE's  duly  authonized representatives or
emplovees shall have the 1ight to full and complete access (o the
Area at all reasonable times with the night to observe the operations
being conducted and to 1nspect all assets, records and data kept by
CONTRACTOR. GANOPE s representative, 1t exercising its 1ights
under the preceding sentence of tlhus paragraph (e), shall not intertere
with CONTRACTOR s operations. CONTRACTOR shall provide
GANOPE with copres of any and all  data (including, but  not
Limited  to, geological and geophvsical reports, logs and well
surveys) information and interpretation of such data, and other
mtormation m CONTRACTOR s possession.
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For the pupose of obtaming new offers, the GOVERNMENT
and‘or GANOPE mav, after the seventh (71 vear of the Exploration
period or the date of termination of this Agreement, wlichever 1s the
eatlier. show any other party unntermupted basic geophysical and
geological data (such data to be not less than one (1) vear old unless
CONTRACTOR agrees to a shoiter penod. wlich agreement shall
not be unreasonably withheld) with respact to the Area. provided that
the GOVERNMENT andior GANOPE may at any time show
another party such data directly obtained over or acquurad from those
parts of the Area which CONTRACTOR has relinquished as long as
such data 1s at least one (1) vear old.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible m law toward
third parties for any damage caused by CONTRACTOR s Exploration
operations and shall mdemmts the GOVERNMENT and‘or GANOPE
agalist all damages tor which they mayv be held liable on account of any
such operations. CONTRACTOR should respect and adhere to all carrent
and futwe laws and decrees of environment and antiquities 1ssued and
apphed 1 Arab Republic of Egyvpt.

However any damage resulting from issung any order, regulation or
direction of the GOVERNMENT of the Arab Republic of Egypt whether
i the form of a law or otherwise. GANOPE andior CONTRACTOR
shall be exempted from the responsibility of non performance or delay of
oblhigation hereunder, 1 consequence of 1ssung those orders, regulations
or duections 1n the linmtation of mmposing those orders, regulations or
directions. 1 thus case CONTRACTOR shall be granted the necessary
penod Instead of the peniod wluch the obligations were stopped and
adding  that pertod to the pertod of the agreement, with respect of the
block or blocks attected by those orders, regulations or diections,
provided that the granted penod shall not exceed the delaving pertod
mentioned above.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonized representatives ot the GOVERNMENT shall have
access to the Area covered by tlhus Agresment and to the Operations
conducted thereon. Such represemtatives may examine the bools,
registers and records of GANOPE, CONTRACTOR and Operating
Company and make a reasonable nunber of swvevs, drawings and tests
tor the purpose of entorcing tlus Agreement. They shall, tor this pupose,
be entitled to make reasonable use of the maclunery and mstruments of
CONTRACTOR or Operating Company on the condition that no danger
or mpediment to the operations hereunder shall anse duwectly o
mndirectly from such use. Such representatives shall be given reascnable
assistance by the agents and emplovees of CONTRACTOR or Operating
Company so that none of the activities shall endanger or hunder the satety
or efficiency of the operations. CONTRACTOR or Operating Company
shall offer such representatives all privileges and tacilities accorded to its
own emplovees 1 the tield and shall provide them., tiee ot charge, the
use of reasonable office space and of adequately furmshed housing wlhile
they are in the field tor the pupose of tacilitating the objectives of this
Article. Without prejudice to Article XIV (&) any

and all mformation obtamned by the GOVERNMENT or its
representatives under tlus Article XNT shall be kept confidential with
respect to the Area.

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

(a) It 13 the desie of GANOPE and CONTRACTOR that operations
hersunder be conducted mn a business-like and efficient manner:

(1) The expatiiate adnunistrative, professional and technical persomnel

emploved by CONTRACTOR or Operating Company and the

personnel of 1ts contractors for the conduct of the operations



Yoo 8 Gy VA 3 (7)) ml Y0 suall = e Jl3s 3 AYA

VAN G AN 5 sl S e o maid ) oY o (ALYl bia
of Je Jslall iy daadl VAN Sd YA 55, (o501 Lty o Jaal
Ottty sl 3y 8ty ol g0 il LS s
ool b Oslent ol N Syl adbins poar S sl
o (7 Y0) BU 3 ooy Tuuad o Ji¥ Lo Tkl Wl Uy g pds — ¥
ity 0¥ N il b n Cibgo S 152l y L e ¢ g
RPCTINOUS [V S LN/ I U PO SRR e
oo o3 30l sy deils o oldacally L) 3,215 oL oo S 5Ly ()
LAWY b gt Sldaall 3 phisean
pead Tecaicin o 5 ol iy Sl s po sl sy SR 40 ()
Lad 3y LY 0da o gt S ldaadly sy T oponr (B desiDs g
Lot S ally Jyl) gy o Iy el ieliad i bl sl b jandy
sy cpepieniid) ks g i) Loy g Loy 35 Viboiany 5l ldanally
e WS odage
oAb o oo Ll Lo Tole T S5kl ety « Comuadl Sl oo oo ] 4 (2T ()
Joall U oy (I il ol it (8 Iy ypmiadd (3 e i copier
ColS 13 Lo Wlo 3y ¢ dsaaly ol lkanny lasy Lo & Tl 87,201,
O oo Vas WL V-, - e S el sdgd s Y1 IS
RV SETTRE 3PSO T IV DRTIN L o o (| YRE (P T ]
¢ AJUT T el 0w Logw (V) (8 DM 3 ol s ogid mdiy
JYUE FRURIVEIFI | pPOPSE S [ FYW i TPE TRUN U SUIET B SRRV POy
5 il L 180 o] Sioak | N N g8 e SN ALY . -,
. o2 e duiesd



WA YA i VA S () b Y0 suall = e 5 4

hereunder, shall be granted a residence as provided tor in Law

No. 89 of 1960 as amended and Mnusterial Order No. 280 of

1981 as  amended., and CONTRACTOR agrees that all

mumigration, passport. visa and emploviment regulations of the

ARE. shall be applicable to all alien emplovees of

CONTRACTOR working in the A RE.

(2) A mummum of twenty-tive percent (25%) of the combined
salarles and wages of each of the expatnate adnunstrative,
professional  and  tecluncal  personnel  emiploved by
CONTRACTOR or Operating Company shall be paid monthly
in Egyptian Currency,

(b)y CONTRACTOR and Operating Company shall each select 1ts
emplovees and determine the mumber thereof, to be used far
operations hereunder.

(¢) CONTRACTOR shall atter consultation with GANOPE. prepare and
calry out specialized traming programs for all its A R E. Emplovees
engagad m operations hereunder with respect to apphicable aspects of
the petroleum imndustity,. CONTRACTOR and Operating Company
undertake to replace gradually their non-executive expatriate statt by
qualified nationals as they are available.

() During any of the Exploration phases, CONTRACTOR shall give
mutually agreed numbers of GANOPE employees an opportunity to
attend and participate in CONTRACTOR s and CONTRACTOR s
Affihated Companies traming programs relating to Exploration and
Development operations. In the event that the total cost of such
programs 100,000 $ One Hundred thousand Uted States Dollars i
any Fmancial Year during such pertod, CONTRACTOR shall pay
GANOPE the amount of the shorttall within thuty (33) davs
tollowing the end of such Financial Year. However, GANOPE shall
have the nght that said amount 100,000 § One Hundred thousand
Umted States Dollars allocated tor tranmng, be paid duoectly to
GANOPE tor such purpose.
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ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law No.
66 of 1953 (excluding Article 37 thereof) as amended by Law No. 86
of 1936 and the regulations 1ssued for the mplementation thereot,
imcluding the regulations for the sate and efficient pertormance of
operations cartied out tor the execution of tlus Agreement and tor
the conservation of the petroleum resources of the A R.E. Provided
that no regulations. or modification or interpretation thereot, shall be

contrary to or mconsistent with the provisions of this Agreement.

(b)y CONTRACTOR and Operating Company shall be subject to the
provisions of the Law No. 4 of 1994 concenung the enviromment and
1ts executive regulation as mayv be amended. as well as any laws or
regulations may be 1ssued, concermng the protection of the

environment.

(¢) Except as provided m Article IIT (g) tor Income Taxes, GANOPE,
CONTRACTOR and Operating Company shall be exempted from
all taxes and duties. whether mnposed by the GOVERNMENT o
municipalities including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting., producing,
exporting or transporting of Petrolewm and LPG as well as any and
all withholding taxes that mught otherwise be mmposed on dividends,
iterest, techineal service fees, patent and trademark rovalties, and
stnularl items. CONTRACTOR shall also be exempted from any tax
on the licquudation of CONTRACTOR. on distributions of any mcoine

to the shareholders of CONTRACTOR, and from any tax on capital
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() The nghts and obhgations of GANOPE and CONTRACTOR
hereunder. and tor the etfective term of tlhus Agreement shall be
govemed by and i accordance with the provisions of this
Agreement and can only be altered or amended by the wiitten
mutual  agreement of the sawd contracting parties 1n the same
procedures by which the onginal Agreement has been 1ssued

(2) The contractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement wlich atfect them. Insotar as all regulations wlhich are
duly 1ssued by the GOVERNMENT apply from tune to time and are
not 1m accord with the provisions of this Agreement. such regulations
shall not apply to CONTRACTOR. Operating Company and their
respective contractors and sub-contractonrs, as the case may be.

(f) GANOPE., CONTRACTOR. Operating Company and then
respactive contractors and sub-contractors shall for the purposes of
tlus Agreement be exempted from all professional stamp duties,
unposts and levies mposed by syndical laws with respect to then
documents and activities hereunder.

(g) All the exemptions trom the application of the A RE. laws or
regulations granted to GANOPE., CONTRACTOR, the Operating
Company, thewr contractors and sub-confractors  under  tlus
Agreement shall iclude such laws and regulations as presently i
etfect or hereafter amended or substituted.

ARTICLE XIX
STABILIZATION

In case of changes m axasting legislation or regulations applicable to the
conduct of Exploration. Development and production of Petroleum,
which tale place after the Effective Date. and wlnch significantly atfect
the economuc mterest of this Agreement to the detrmment of
CONTRACTOR or which mimposes on CONTRACTOR an obhgation to
renut to the ARE the procesds from sales of CONTRACTORs
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Petrolenm, CONTRACTOR shall notity GANOPE of the subject
legislative o regulatory measure and also the consequent etfects upon
1ssumng legislation or regulatton which mmpact on the stabilization. In
such case, the Parties shall negotiate possible modifications to this

Agreement designed to restore the economuc balance thereof which
existed on the Etfective Date.
The Parties shall use their best effoits to agree on amendments to this
Agreement within ninety (90) days from aforesaid notice.
These amendments to this Agreement shall not m any event dinunmsh or
mcerease the rghts and obligations of CONTRACTOR as these were
agreed on the Effective Date.
In case of the parties™ tallure to solve the disputes, Article XXIV of this
Agreement shall be applied
ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or mnminent expeactation ot
war or mternal causes, the GOVERNMENT may requisite all o1 part
of the production from the Area obtamed hereunder and requues
Operating Company to icrease such production to the utmost
possible maximmum. The GOVERNMENT mayv also raquisite the Oil
and/or Gas field itself and. 1t necessary, related tacilities.

(b) In anyv such case, such requusition shall not be eftected except after
mviting GANOPE and CONTRACTOR or their representative by
registerad letter, With aclknowledgement of receipt, to express thew
views with respect to such requusition

(¢) The requsition of production shall be etfected by Muustenial Order.
Any requusibion of an O1l and/or Gas field, or any related tacilities
shall be etfectad by a Presidential Decree duly notified to GANOPE
and CONTRACTOR.
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(d)

In the event of any requsition as provided above, the
GOVERNMENT  shall indemmify 1 full GANOPE and
CONTRACTOR for the pentod dunng which the requusition 1s
maintained, icluding:

(1) All damages which result from such requisition; and
(2)  Full repavment each month for all Petroleum extracted by the

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

ARTICLE XXI
ASSIGNMENT

(a) Neither GANOPE nor CONTRACTOR may assign to a fitm or

(b)

corporation, i whole or i part, any of its nights, prvileges, duties or
obligations under this Agreement etther directly or imndirectly without
the written consent of the Government- and 1n all cases priornity shall
be given to GANOPE if it so desire to obtam the interest intended to
be assigned (except assignment to atfiliated companies) subject to

paragraph (e) of this Article.

To enable consideration to be given to any request for such consent,

the tollowing conditions must be fultilled:

(1) The obligations of the assignor denrving from this Agreement
must have been duly fulfilled as of the date such request 1s

made.
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(2) The proposed assignes or assignees must subnmt reasonable
evidence to the Government of its or then financial and
technical competence.

(3) The mstrument of assignment must include provisions stating
precisely that the assignee 1s bound by all covenants contamed
1 this
Agreement and any modifications or additions 1n writing that
up to such time mav have been made A draft of such
instrument of assignment shall be submitted to GANOPE tor

review and approval betore being tormally executed.

(¢) Any asstgmment, sale, transter or other such convevance made
pursuant to the provisions of tlus Article XXI shall be tiee of any
transter, capital gams taxes or 1eclated taxes, charges or fees
mcluding without Linmtation, all Income Tax. Sales Tax, Value
Added Tax, Stamp Duty., or other Taxes or sinular pavinents.

() As long as the assignor shall hold any iterest under tlas
Agreement, the assignor together with the assignee shall be jointly
and severally liable tor all duties and obligations of CONTRACTOR

under this Agreement.

(2) Once the assignor and a proposed third party assignee. other than an
atfiliated company or a contractor member, have agreed upon the
final conditions of an assignment. the assignor shall disclose such
final concitions 1 a witten notification to GANOPE. GANOPE
shall have the night to acquure the mterest itended to be assigned. 1t
within sixty (60) davs from assignor’s wiitten notification, GANOPE
delivers to the assignor a written notification that 1t accepts the same
condittons agreed to with the thud party assignee. It GANOPE does
not deliver such notification within such sixty (64) davs penod, the
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assignot shall have the 1ight to assign to the proposed thurd party
asslgnee, subject to the Government approval under paragraph (a) of
this Article, In this case, or in the case that Ganope elect to waive 1ts
right to obtamn the interest mtended to be assigned m a wiitten
notificatton to the CONTRACTOR. the CONTRACTOR will be
oblhiged to pav to Ganope an Assignment Bonus as provided in
Article IX {C) herein .

In the event that GANOPE exercises its option te acquure the mterest
intended to be assigned and 1f a joint operating agreement 1s not
already existing among the CONTRACTOR MEMBERS including
the assignor, GANOPE and CONTRACT OR shall negotiate 1n good
taith to enter mto a jont operating agreement. according to the
model published by the Association for International Petrolewm
Negotiators to finalize such agreement within one hundhed and
twenty (1200 davs from GANOPE s notitication. It GANOPE and
CONTRACTOR cannot agree on a jownt operating agreement within
such one hundied and twenty (120} davs pertod, the assignor shall
have the right to assign to the proposed thurd party assignee, subject
to the Government approval under paragraph {(a) of tlus Article

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL
(a) The GOVERNMENT shall have the night to cancel this Agreement

by Prestdential Decree, with respect to CONTRACTOR., 1n the
tollowing mstances:

(1) It 1t knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration tor
the execution of this Agreement;

(2)y Ifitassigns any interest herennder contrary to the provisions of
Article XXI;

(3) It 1t 15 adjucdicated bankiupt by a cowt of competent
Jurtschiction,

(4) If 1t does not comply with any final decision reached as the
result of comt proceedings conducted under Article XXIV(a);
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(5) TIfit mtentionally extracts any muneral other than Petroleum not
authonzed by thus Agreement or without the authonty of the
GOVERNMENT, except such  extractions as may  be
unavoldable as the result of the operations conducted hereunder
in accordance with accepted petroleum mndustiy practice and
which shall be notified to the GOVERNMENT or its
representative as soon as possible; and

(6) If 1t comnmts any matenal breach of tlhus Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contrachcted by the provisions of tlus
Agreement.

Such cancellation shall take place without prejudice to  any
11ghts wluch may have accimed to the GOVERNMENT against
CONTRACTOR 1 accordance with the provisions of  this
Agreement. and, In the event of such cancellation.
CONTRACTOR, shall have the 11ght to remove from the Area
all 1ts personal property,

(b) It the GOVERNMENT deems that one of the atoresard causes (other
than a force majewre cause referred to 1n Article XXIII) exists to
cancel tlus  Agreement, the GOVERNMENT  shall glve
CONTRACTOR mmnety (90) days written notice personally served
on CONTRACTOR s General Manager i the legally manner and
receipt of which 15 acknowledged by lmm  or by lis legal agents, to
remedy and remove such cause, but 1f tor any reason such service
15 mmpossible due to vwnnmotitied change of addiess.

publication in the Otfficial Jowrnal of such notice shall be considered
as valid service upon CONTRACTOR. If at the end of the said
ninaty (907 dayv notice pentod such causz has not been remedied and
removed, this Agreement mayv be canceled forthwith by Order or
Presidential Decree as atoresard. provided however, that 1t such
cause, or the fathme to remedy or remove such cause, results from
any act or  onussion of ong party, cancellation of tlus Agresment
shall be etfective only agamst that party. and not as against any other
party hereto.



Voo i in YA B () ab Yo duadl - i Jlang ) Vot

( g pmsty G Balts)
§ y Gt B!

2 o301 gl Bl e L e o ¢ Lantod T LaadS ¢ Syl ogir s (1)
A PR PYPLEN [ SN E ) SURE SR B I 5~ PN TSURar
3Ally . 5Ll 580 000 ai ki Lo 3pdsr 3 iy 5,008 555 e Lsls 3l
OS> RN et T PUSE N gt JOF A Y I YU PN P JE SO0 e
S ls¥l ada 3 3,0 3l Il Glias Ll tia B Lo e o 0
PR VR § SN FPR I PRSCICTR AT DP PR N AN TE b (YR ER
o5l G el ol o Uil o ) pumitn 3 (0,8 o B j ¢ L3 oo
WU sigy

Ertong Lo ool I B5U0 b o shn G (3 SN 55300 " 5,y ey ()
oo U5 iy 0ol ol oo o cas ol gleas o 38 o ST 1000, 4 Lias
U e LU ot 3T cumn ol ol clblas o @81, o it ol bl
il U Tplice 5 S oS 2 Logito sl o] oLty o giem cilr 0 Jlaa!
Jolilly i a8 Qe 00 o qomnn 5 0550 0 Loy ¢ 0,83
W giall 3gud 3 ade 5 kel Logis o ol

ISUIYE sdon S W3 O o gy o ey 5,53 G L BB st s ()
A R DT [ UAE [FPUICS J C Iy SN JEOWR A YT WY
L) LAl 5,0 5,800 SV o AU v 0555 5,0 ] 308 ) 10
. 2ol sdgy

& raianly Lo ahiol gh ol NI o] 3,25 « 130 3,0l 3,000 Bl cSam 130 ( 3)
i) Wby wrlol3all g o (8 L a8 DUl 5B el (V)irw 50 203U
of a9 v M ahaspy Tust (81) frmanty G 218 5] omsg ALY
g T oo Beb o) i s Bl Sty
Jordl ol p oo 20t o5 Lo R g Ual iy local) s Jy Ll dpaas
AW S e Bl o o A UGN S s



Voo Y. ddwis, YA 3 (7) sl Yo ddadl = i 5oy 4

ARTICLE XXIII
FORCE MAJEURE

(a) The non-pertormance or delay 1 pertormance by GANOPE and
CONTRACTOR. or either of them ot any obligation under tlus
Agreement shall be excused 1if, and to the extent that, such
non-performance or delay 1s caused by force majeure. The penod of
any such non-pertformance or delay, together with such period as
may be necessary for the restoration of any damage done during such
delay, shall be added to the tume given m thus Agreement tor the
performance of such obligation and tor the pertormance of any
obhgation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block o blocks attected.

(b) "Force Majewme" within the meamng of tlus Article XXIII, shall be
any act of God, mswrection, rot, war, striike, and other labor
disturbance. fues, tloods or any cause not due to the tault o
negligence of GANOPE and CONTRACTOR or either of them.
whether or not sumilar to the foregoing, provided that any such cause
15 beyvond the 1easonable control of GANOPE and CONTRACTOR,
or either of them

(¢) Without prejudice to the above and except as mayv be otherwise
provided herain, the GOVERNMENT shall mcwr no responsibility
whatsoevel to GANOPE and CONTRACTOR., or etther ot them tor
any damages, restrictions or loss ansing 1 consequence of such case
of torce majewre herematter reterred to m tlus Article,

() It the force majewme event occwrs duning the nutial Exploration period
ol any extension thereot and continues 1 etfect tor a period of si1x
(6) months, CONTRACTOR shall have the option upon mnety (94))
days prior written notice to GANOPE to termiate 1ts obligations
hereunder without further habihity of any kind and CONTRACTOR
retrieve the letter of guarantee. atter deducting the amount, 1t any,
attributable to wortk program agreed to be completed by the
contractor and remaming the amount of incomplete  conmumitment
until the conumencement of torce majeure.



Yo o8 hw iy VA 3 (1) ml Y0 suall = dwms J i) V0

(g9 paify dal 1 Baldf )
Sty Cis jud

o 5F T LY adn e LYy o S e Lty Bla T Y5 1 g 135 6 (1)
icassdl WSl I oy Lty 5 Lgilgs! 5T Ly BSYL T L sl
e Jpom Uiy W3 015 6l 3 ol g pal] 53 2 8Y Uiy ponr B
BN 0 3 oo iy g ks

IS U adn e G gmimy ol s Lt KU 5 Gl 135 (6T e ()
3oyl U Sol e tag ey o1 Wlei) of Ly YU T gy s o
ISV )yl b dphd] ol )l puSoild addY 5 p LI 380 oS
o pSodl J) e ol b O i b Bla B d izl 5 ABBlee b 2les oda
YV o5, ol oY Lisy « SLLW Lojlns Lolg (rmaSod) oS minss
8 s3I aMacnls Gyl Tl shed) (S Sl Lty V44 ¢ T
Yoo iz Ay VAAY LI S,

(P B S s 5, o o ()

Al acde el (i 3 151y - sy Lo s o Gb IS (e s ()
Vil o Lags (¥1) oW pind (b ks I (Sl gl B4 lS” ol
. S (Sl s S o s o odalls o Sona Gamary poil] U3

S I (Sodl 1lisey ol gl i o Lt 0l raSond] e rnty (5)
oSl Hlas o Sl iy o 151 2 icaSonadd s J1 o SKoed s
oo Y S W6 ¢ S Skl s o Loy (F) 0 D (3 s !
e o1 S Sontl] L) Sl Ll s Sl o bl 5 e
Lr crems 2 iyl iy s ) oSoell oyias dgd) 0085 L pppadl) Sy A
oY) Rody ol St dshys oo (V) Balll o ¥ 5,000 Ly a1 (Sl



VoV ¥ hwdg VA B () b Y0 duall = de L5 2

(@)

(b)

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claun ansing out of or relating to tlus
Agreement or the breach. ternunation or invalidhty thereof, between
the GOVERNMENT and the parties, shall be referred to the
Jurischetion of the appropniate comts of A RE. to settle any dispute
arsing on the mterpretation or the execuhion of any term of this
Agreement according to the Egyvptian laws.

Any dispute, controversy or claim arsing out of or relating to this
Agreement, or breach, ternunation or mvalidity  thereot between
GANOPE and CONTRACTOR. shall be settled by arbitration in
accordance with the Arbitration Rules of the Camo Regional
Center tor International Conunercial Arbitration i etfect on the date
of tlhus  Agreement, the approval of the Mimster of Petrolenm 13
provided i case GANOPE only twrn to artbitration. The award of the
arbitrators shall be final and binding on the parties, according to Law
No. 27 of 1994 with respect to the civil and commercial articles and
1ts amendments by laws no. 9 of 1997 and 8 of 2004,

(¢c) The number of arbitrators shall be three (3)
(<) Each party shall appount one arbitrator, If withan thaty (30) davs atter

receipt of the clanmant’™s notification of the appomtment of an
arbitrator, the respondeant has not notitied the claimant m wiiting of
the name of the arbitrator he appomnts, the claimant may request the
Center to appoint the second arbitrator,

The two arbitrators thus appointed shall choose the tlurd arbatrator
who will act as the presiding arbitrator of the trabunal. It withun thity
(30) davs atter the appomntment of the second arbitrator, the two
arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the

Permanent Cowt of Arbitration at The Hague to designate the

appointing authortty, Such appointing authonty shall appomnt the
presiding arbitrator in the same wav as a sole arbitrator would be

appointed under Aaticle 6.3 of the UNCITRAL Arbitration Rules.
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()

Such presichng arbitrator shall be a person of a nationality other than
any Party of tlhus Agreement and of a counfry  which has ciplomatic
relattons with the Parties of tlus Agreement and who shall have no
aconomic mterest 1 the Petroleum business of the Parties hereto.

Unless otherwise agreed by the parties to the arbitration, the
arbitration, mcluding the malking ot the award, shall take place 1n
Cano, A RE

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

(ly)

(@)

Parties, mcluding the arbitration tees and all the related 1ssues and
the execution of the arbitrator’s decision shall be referred to the
appropriate courts according to the Ezvptian laws.

Egvptian Law shall apply to the dispute except that i the event of
any contfhet between Egvptian Laws and thus Agreement, the
provisions of this Agresment (ncludimg the arbitration provision)
shall prevail The arbitration shall be conducted 1n both Arabic and
English languages.

GANOPE and CONTRACTOR may agree that 1t, for whatever
reason.  atbitration in accordance with the above procedws cannot
tale place, or 1s likely to take place under cucumstances tor
CONTRACTOR which could prejudice Contractor’s nght to  fan
arbitration, all disputes. controversies or claims  arsing out of o
relating to tlus Agreement or the breach, temmunation or wnvalidity
thereot shall be settled by ad hoc arbitration m accordance with the
UNCITRAL Rules in etfect on the Etfective Date.

ARTICLE XXY
STATUS OF PARTIES
The rights. duties, obligations and Liabilities 1 respect of GANOPE
and CONTRACTOR hereunder shall bz several and not jomnt o
collective, 1t bemng understood that this Agreement shall not be
constined  as  constituting  an  assoclation o1 corporation o
partnership.
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CONTRACTOR shall be subject to the laws ot the place where 1t 15
imcotporated regarding 1ts legal status or creation, organization,
charter and by-laws, shareholding, and ownership.

CONTRACTOR s shares of capital wlhich are entirely held abroad
shall not be negotiable m the AR E and shall not be offered tor
public subscription nor shall be subject to the stamp tax on capital
shares nor any tax or duty i the A RE. CONTRACTOR shall be
exempted from the apphication of Law No. 1539 of 1981 as amended.

(¢) In case CONTRACTOR consists of more than one member, all

CONTRACTOR members shall be jomntly and severally liable tor
the performance of the obligations of CONTRACTOR under this
Agreement.
ARTICLE XXVI
LOCAL CONTRACTORS AND

LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and theur
contractors shall:

(@)

(1)

Give prionty to local contractors and sub-contractors. including
GANOPE s Atfilhated Companes as long as theu pertormance 1s
comparable with mterational pertormance and the prices of then
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%).

Give preference to locally manutactured matenal, equipment.
maclunery and consumables so long as thewr quality and tume of
delivery are comparable to imternationally  availlable maternal.
aqupinent, maclonery and consumables. However, such matenal.
equipment, maclinery and consumables mayv be mmported for
operattons conchucted  hereunder 1t the local price of such items at
CONTRACTOR s or Operating Company s operating base in A RE .
15 more than ten percent (10%) lugher than the price of such
imported items betore customs duties. but atter fransportation and
mswance costs have been added
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ARTICLE XXVII

ARABIC TEXT
The Arabic version of this Agreement shall, before the appropriate
comts of ARE., be referred to in 0011~>t11unsz or interpreting this
Agreement, prov ided however, that in any atbitration pursuant to
Article XXIV herein above between GANOPE and CONTRACTOR,

the English and Arabic versions shall both be referred to as having
equal force 1 construing or mterpreting this Agreement.
ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to thus Agreement are solely
for the convenience ot the p'utles hereto and shall not be used with
respect to the mterpretation of said Articles.

ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

This Agresment shall not be binding upon any of the parties hereto
unless and until a law is issued by the competent authonities of the
ARE. ’mthouzmsz the Mimster of Petroleum to sign this Agreement
and giving this Agreement full force and etfect of law notw 1th~>tamhmz
any countery allmsz Governmental enactment | and the Agreement 1s
signed by the GC HVERNMENT, GANOPE. and CONTRACTOR.

Gujarat State Petroleum Corporation Limited (GSPC)
S S —

Hindustan Petroleum Corporation Limited (HPCL)
5 —

Oil India Limited (OIL)
o S ——

GANOUB EL-WADI HOLDING PETROLEUM COMPANY
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ANNEX "A™
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
GANOUB EL-WADI HOLDING PETROLEUM COMPANY
AND
Gujarat State Petroleum Corporation Limited (GSPC)
AND
Hindustan Petroleum Corporation Limited (HPCL)
AND
Oil India Limited (OIL)
IN
The South Quseir area
AT The Red Sea
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" 13 a provisional illustrative map at an approximate scale of

- The Area measures approxumately 8287 square kilometers of surface
Area. It 15 composed of all or part of Exploration Blocks, the whole
Blocks are defined on three (3) minutes latitude by three (3) mumtes
longitude grid.

- It 15 to be noted that the delineation lines of the Area 1 Annex "B" are
intended to be only illustrative and provisional and may not show
accurately thewr true position 1n relation to existing monuments and
geographical teatnes.
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Coordinates of the corner points of the Area are given m the tollowing
table wlich forms an integral pait of Annex "A":-

BOUNDARY COORDINATES

OF
The South Quseir area
AtThe THE Red Sea
Point Latitude/N Longitude/E Due
1 23°57700.000"N | 35726700.000"E | Then South East

to point 2

)
)
A

STLOO000™N | 35375347 00.000"E | Then West to point 3

(S
-2
1

ST 00 000N 34°52°30.000"E | Then North West  to

point 4

4 25725700L000"N [ 34745700.000"E | Then Noith West  to

point 5

ST3TO0000'N | 34745°00.000"E | Then North West to

A1
-2
o

point 6

6 25°5700L000"N [ 34°30°00.000"E | Then East to point 1
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ANNEX "C"

Letter of Guarantee

Letter of Guaranty No. - (Cairo -—————-———--— 2{M} )
GANOUB EL-WADI HOLDING PETROLEUM COMPANY
Gentlemen.,

The undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the GANOUB EL-WADI HOLDING PETROLEUM
COMPANY  ( herematter referred to as " GANOPE ") to the LIimit of
$35,000.000  Thoty Five mullion US Dollars, the performance by
"Gujarat State Petrolewm Corporation Limited (GSPC) Hindustan
Petrolemum Corporation Limited (HPCL) and Oil Incia Linuted (OIL) *
(hereinatter referred to as "CONTRACTOR") of its obligations required
tor Exploration operations to spend a munimum of $35,000.000 Thiurty
Five mullion US Dollars during the mutial fowr (4) vears of the
Exploration pertod under Article IV of that certain Concession
Agreement (hereinafter referred to as the "Agreement") covering that
Area described m Amnexes "A" and "B" of said Agreement, by and
between the Arab Republic of Egyvpt (hereinatter referred to as "A . R.E"),
GANOPE and CONTRACTOR 1n the South Qusenr at the Red Sea area .
It 13 wnderstood that this Guaranty and the hability of the Guarantor
hereunder shall be reduced quarteirly, during the perod of expenditure of
sard § 35,000,000 Thoty Five mullion US Dollars by the amount of
money expended by CONTRACTOR for such Exploration operations
dwing each such quarter. Each such reduction shall be established by the

joint wiitten statement of CONTRACTOR and GANOPE.
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In the event of a clamm by GANOPE of non-pertormance or surrender of

the agreement on the part of CONTRACTOR prior to tultillment of said

minimum expenditure obhigations under Article IV of the Agreement.
there shall be no hability on the undersigned Guarantor for paviment to

GANOPE unless and until such hability has been astablished by wiitten

statement of GANOPE setting torth the amount due under the agreeiment.

[t 15 a further condition of this Letter of Guaranty that

(1) Tlus Letter of Guaranty will become available only provided that
the Guarantor will have been intormed m writing by CONTRAC-
TOR and GANOPE that the Agreement between CONTRACTOR.
ARE and GANOPE has become etfective according to its terms
and said Guaranty shall become etfective on the Etfective Date of
sald Agreement.

(2) Tlus Letter of Guaranty shall 1 any event automatically expire:

(a) (Exploratton phase) vears and six (6) months after the date 1t
becomes etfactive, o1

(b) At such time as the total of the amounts shown on quarterly joint
statements of GANOPE and CONTRACTOR equals or exceeds
the amount of sard muunnum expenditure obligation, whichever
15 carlier,

(3) Consequently, any claim, 1 respect thereot should be made to the
Gruarantor prior to either of sard expiration dates at the latest accom-
panied by GANOPE s wiritten statement, setting forth the amount of
under-expenditure by CONTRACTOR to the etfect that:

(a) CONTRACTOR has failed to pertorm 1ts expenciture obligations
reterred to m thus Guaranty, and

(b)y CONTRACTOR has tailed to pav the expenditme deficiency to
GANOPE.
Please return to us tlus Letter of Guaranty wn the event it does
not become etfective, or upon the expuy date.

Yows Faithfully,

Accountant; ----=----cemcmmcmcmcmmcee e

Manager: -~--=-=====mmemmmmmmmm e -
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ANNEX "D"
CHARTER OF OPERATING COMPANY
ARTICLE I

Aot stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the
GOVERNMENT 1n accordance with the provisions of this Agreement
referred to below and of this Charter.

The Company shall be subject to all laws and regulations 1n force in the

AR E. to the extent that such laws and regulations are not inconsistent

with the provisions of this Charter and the Agreement referred to below,
ARTICLE II

The name of the Operating Company shall be mutually agreed upon

between GANOPE and CONTRACTOR on the date of the Comimercial

Discovery and shall be subject to the approval of the Minmster of

Petroleum.

ARTICLE III
The Head Office of Operating Company shall be in the A R.E. in Cairo.
ARTICLE IV
The object of Operating Company 1s to act as the agency through which
GANOPE and CONTRACTOR, carry out and conduct the Development
operations required 1n accordance with the provisions of the Agreement
signed on the ------ day of -------ommmen- by and between the ARAB
REPUBLIC OF EGYPT, GANOUB EL-WADI HOLDING
PETROLEUM COMPANY and CONTRACTOR covering Petrolemm

operations in the South Quselr at THE Red Sea  Area described therein.
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Operating Company shall be the agency to camry out and conduct
Exploration operations after the date of Commercial Discovery pursuant
to Work Programs and Budgets approved in accordance with the
Agreement.

Operating Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "E" thereto.

Operating Company shall not engage 1n any business or undertake any
activity beyvond the performance of said operations unless otherwise

agreed upon by GANOPE and CONTRACTOR.
ARTICLE ¥V

The authorized capital of Operating Company 1s twenty thousand
Egvptian Pounds divided into five thousand shares of conumon stock with
a value of four Egyptian Pounds per share having equal voting rights,

tully paid and non-assessable.

GANOPE and CONTRACTOR shall each pay tfor, hold and own,
throughout the life of Operating Company, one half (1:2) of the capital
stock of Operating Company provided that only in the event that either
party should transfer or assign the whole or any percentage of its
ownership interest in the entirety of the Agreement, may such
transferring or assigning paity transter or assign any of the capital stock
of Operating Company and, 1 that event, such transferting or assigning
party (andits successors and assignees) must transter and assign a
stock interest 1 Operating Company equal to the transterred or assigned
whole or percentage of its ownership interest in the entirety of the said

Agreement.
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ARTICLE VI

Operating Company shall not own any right, title, interest or estate 1n or
under the Agreement or any Development Lease created thereunder or in
any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or mn any of the assets, equipment 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 GANOPE or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any

source whatsoever,

ARTICLE VII

Operating Company shall be no more than an agent for GANOPE and
CONTRACTOR. Whenever 1t 1s indicated herein that Operating
Company shall decide, take action or make a proposal and the like, it 13
understood that such decision or judgment 1s the result of the decision or
udgment of GANOPE, CONTRACTOR o GANOPE and
CONTRACTOR, as may be required by the Agreement.
ARTICLE VIII

Operating Company shall have a Board of Directors consisting of eight
(8) members, four (4) of whom shall be designated by GANOPE and the
other fowr (4) by CONTRACTOR. The Chairman shall be designated by

GANOPE 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

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 Duectors, provided,
however, that any Director may be represented and vote by proxy held by

another Director,
ARTICLE X

General meetings of the Shareholders shall be valid 1f a majority of the
capital stock of Operating Company 1s represented thereat. Any decision
taken at such meetings must have the affirmative vote of Shareholders

ownIng or representing a majority of the capital stock.
ARTICLE XI

The Board of Directors shall approve the regulations covering the terms
and conditions of emplovment of the personnel of Operating Company
emploved directly by Operating Company and not assigned thereto by

CONTRACTOR and GANOPE,

The Board shall, imn due cowrse, draw up the By-Laws of Operating
Company, and such By-Laws shall be etfective 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

Operating Company shall come into existence within thuty (30) davs
atter the date of Commercial O1l Discovery or within thuty (30) days
after signatwre of a Gas Sales Agreement or commencement of a scheme
to dispose of Gas, as provided for i the Agreement (unless otherwise

agreed by GANOPE and CONTRACTOR).

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

chation of the said Agreement, including any renewal thereof,

The Operating Company shall be wound up if the Agreement, referred to

above, 1s termunated for any reason as provided for therein.

Gujarat State Petroleum Corporation Limited (GSPC)



Yo o8 hw iy VA 3 (1) ml Y0 suall = dewns Jl i) VAS

”J" Til“
caand f o B
( Sl Sakt)
& plal
: il 323 (1)
ol ol a e LSUY1 oo (Jo N 35U 3 5,10 iy st s
SOl L 005
: daldd il (o)
LSS 3 ¢ L] gmmy TSN 0 o a3 Balald Uisy o 5Ll oy (1)
Toge (¥ ) oD I it LSV oo el | 33000 Ty ol el
il :,,E‘JIBUAWI,LL&QTJL,,L,&,B&CJJS&L@&»
aed) S Tl s 50 g pn] () Gl by il LI,
o JS b e Jy Il O ) canns i
I oLl oyt ¢ Lpls ciie ¢ ldaally Lol 35,801 s (V)
Imeiad) ity Ul Ta o7 T oy JS Bl oo Loy (V) e T
AT FOTIN VOSSR EL D 2% V1155 2901 (IFJ-1 B & 1€ S B T LV A
IS b o b e o s Tadds §), Sl o 1,8 Sl

e WAy Tagi ) 3 gl ly oo oSy ) Mkl 30y ol e ¢ Lagie
M S5 (Ji ey z,g.bl.aﬂ



YAS

Yoo 8 i dd VA 3 () b Y0 suall = e I 2

ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

(a) Definitions:

The definitions contained 1n Article I of the Agreement shall apply to

this Accounting Procedure and have the same meamngs.

() Statements of activity:

(1)

(2)

CONTRACTOR  shall, pursuant to Article IV of this
Agreement, and wntil the coming into existence of the
Operating Company - in accordance with Article VI of the
Agreement - render to GANOPE within thurty (30) days of the
end of each calendar quaiter a Statement of Exploration
Activity reflecting all charges and credits related to the
Exploration Operations for that quarter summarized by

appropriate classifications idicative of the nature thereof.

Following its coming into existence, Operating Company shall
render to GANOPE and CONTRACTOR within fifteen (135)
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 for that quarter sunumanized by approprate
classifications indicative of the natwe thereof, except that items
ot controllable material and unusuval charges and credits shall

be detailed.
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(¢) Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to
Article T (b) (1) of tlhus Annex shall conclusively be presumed
to be true and correct after thuee (3) months tollowing the
receipt of each Statement by GANOPE unless within the said
three (3) months, GANOPE takes wiitten exception thereto
pursuant to Article IV (1) of the Agreement. Dunng the said
three (3) months pertod supporting documents will be available
tor mspection by GANOPE cing all working hours.
CONTRACTOR will have the same audit nights on Operating

Company Statements as GANOPE under this sub-paragraph

(2) All Statements ot Development and Exploration Activity tor
any calendar quarter parsnant to Article I(b) (2) of thus Amnex.
shall conclusively be presumed to be tine and correct thiee (3)
months tollowing the receipt of such Statement. unless withun
the said thhee (3) months perod. GANOPE or CONTRACTOR
takes written exception thereto. Pending expiration of said three
(3) months GANOPE or CONTRACTOR o1 both of them,.
shall have the nght to audit Operating Company accounts,
records and supporting documents tor such quarter m the same
manner as provided m Article I'V (1) of the Agreement.

(d) Currency Exchange:
CONTRACTOR s boolzs tor Exploration and Operating Company’s
books for Development and Exploration, if any, shall be kept i the
ARE m US Dollars. All U.S. Dollars expenditwes shall be
charged mn the amount expended. All Egyptian Pounds expenditwres

shall be converted to U.S. Dollars at the applicable rate of exchange
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(e)

(1)

(g)

1ssued by the Clentral Bank of Egyvpt on the first day of the month in
which expenditures are recorded, and all other non-U.S. Dollars
expenditures shall be translated to U.S. Dollars at the buying rate of
exchange for such cwrency as quoted by National Westnunster
Bank Limited, London at 10.30 am. GM.T., on the first day of the
month i which expenditures are recorded. A record shall be kept of
the exchange rates used in translating Egyptian Pounds or other

non-U.S Dollars expenditures to U.S. Dollars.
Precedence of Documents:

In the event of any inconsistency or conflict between the provisions
of this Accounting Procechwe and the provisions of the Agreement
treating the same subject differently, then the provisions of the

Agreement shall prevail.
Revision of Accounting Procedure:

By mutual agreement between GANOPE and CONTRACTOR, this
Accounting Procedure may be revised i wiiting from tume to tume

1n the light of futwe arrangements.
No Charge for Interest on Investment:

Interest on mvestment or any bank fees, charges or conmussions
related to any bank guarantees shall not at any fume be chaiged as

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

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, directly or through Operating Company, pay the following
costs and expenses, which costs and expenses shall be classified and
allocated to the activities according to sound and generally accepted
accounting prnciples and treated and recovered i accordance with
Article VII of this Agreement:

() Surface Rights:
All  direct cost  attuibutable to the acquisition, renewal or
relinquishment of surface rights acquured and maintaimned in force for
the Area.

() Labor and Related Costs:

(1) Salaies and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly engaged in
the varous activities under the Agreement including salaries
and wages paid to geologists and other emplovees who are
temporarily assigned to and emploved in such activities. Such
salaries and wages to be certified by a certified public

accounting firm.

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

[—

All allowances applicable to salanies and wages;,
2. Cost of established plans; and

3. All travel and relocation costs of such expatrate
emplovees and thewr families to and trom the employee’s
country or point of origin at the time of emploviment, at
the tume of separation, or as a result of transfer from one
location to another and for vacation (transportation costs
for emplovees and their fanulies transterring from the
ARE. to another location other than thewr country of

origin, shall not be charged to A R E. Operations).

Costs under thus Article IT( b ), ( 2 ) shall be deemed to be equal
to forty seven percent ( 47%) or applied percentage, which 1s
lesser, of basic salarles and wages paid for such expatnate
personnel icluding those paid dwring vacations and sick leaves as
established in CONTRACTOR s international policies, chargeable
under Article II (b), (1), Article IT (1), Article II (k) (1) and Article
IT (k) 3) of tlus Annex.

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

allowances and costs -
1. Housing and Utilities Allowance.

2. Commodities and Services Allowance.
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3. Special Rental Allowance.

4. Vacation Transportation Allowance.
5. Vacation Travel Expense Allowance.
6. Vacation Excess Baggage Allowance.

. Education Allowances (Children of Expatriate Emplovees).

o0

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

of the chargeable percentage).

9. Storage of Personal Effects.
1. Housing Refurbishment Expense.
11. Property Management Service Fees,
12. Recreation Allowance.
13. Retirement Plan.
14. Group Life Insurance.
15. Group Medical Insurance.
16. Sickness and Disability.

17, Vacation Plan Paid (excluding Allowable Vacation Travel

Expenses).
18. Savings Plan.
19. Educational Assistance,
20, Military Service Allowance.

21 FICA
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22, Workman's Compensation.

23. Federal and State Unemploviment Insurance.

[

4. Personnel Transfer Expense.

25, National Insurance.

12
r\‘)]

26. Any other Costs, Allowances and Benefits of a like nature as

established in CONTRACTOR s International Policies.

The percentages outlined above shall be reviewed at intervals of two
(2) vears from the Effective Date and at such time CONTRACTOR
and GANOPE will agree on new percentages to be used under this

paragraph.

Revisions of the percentages will take into consideration varances
i costs and changes 1 CONTRACTOR's international policies

which change or exclude any of the above allowances and benefits.

The revised percentages will reflect as nearly as possible
CONTRACTOR s actual costs of all 1ts established allowances and

benefits and of personnel transters.

(3) For expatiate emplovees temporanly assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatiiates as paid 1n accordance with
CONTRACTOR s international policies. Such costs shall not
include  any  admuustiative overhead other than what 13

mentioned i Article II (k), (2) of this Annex.
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(4) Costs of expenditure or contributions made pursuant to law or
assessment mmposed by Governmental authonty which are
applicable to labor cost of salaries and wages as provided under
Article IT (b) (1), Article IT (b) (2). Article II (1), Article II (k)

(1) and Article IT (k) (3) of thus Annex
(¢) Benefits, allowances and related costs of national employees:

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for o1l companies operating in the A RE.,
all as chargeable under Article IT (b) (1), Article IT (1), Article II (k)
(1) and Article II (k) (3) of this Annex. Severance pay will be
charged at a fixed rate applied to pavrolls wlhich will equal an
amount equivalent to the maxunnim lhiability for severance payvment

as required under the A R.E. Labor Law.
(d) DMaterial

Material, equipment and supplies purchased or furnished as such by

CONTRACTOR or Operating Company.
(1) Purchases:

Material, equipment and supplies purchased shall be at the price paid
by CONTRACTOR ar Operating Company plus any related cost and

atter deduction of all discounts actually recerved.
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(2) Material Furnished by CONTRACTOR:

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

1. New Material (Condition "A'™)

New Matenial transterred from CONTRACTOR's o

CONTRACTOR s Affiliated Companies warehouse or other

properties shall be priced at cost, provided that the cost of

material supplied 1s not higher than international prices for
material of silar quality supplied on smular  terms,
prevailing at the time such material was supplied.

2. Used Material (Conditions "B" and "(C™)

a) Material which 13 1n sound and serviceable condition and
15 suitable tor reuse without reconditiomng shall be
classed as Condition "B" and priced at seventy - five
percent ( 75%) of the price of new material.

1) Matertal which cannot be classitied as Condition "B" but
which 15 serviceable tor original function but substantially
not suitable for reconditioning, shall be classed as
Concition "C" and priced at fifty percent (50%) of the
price of new material.

¢) Matertal wlich camnot be classitied as Condition "B" or
Condition "C" shall be priced at a value commenswate
with its use.

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



Vool luwidm YA S () b Yo sdadl = e 38 41 Y Y

: JOURL! (po B jodf afedf laa - ¥
w083 oM sl e ey o e dup e By N skl dolath iz ¥
A Ll Y Lo 3130 3920 A>3y . 8lydl 0k il o 35l

S5 o cuonaidl oy ) i S5l iz o i Y UL

: ! 2 o By Sl ST ()

LS 38 a0 ) JoNath dlaial 5,05 S s by yydly 3lukly coliall Jis (1)
lleall

ol Lgkais () o padl 3 Lol | JLaed ity il s e (¥)
Lrdss ot ] crmpide slls oY ppils gl Kl ARAEAL 5,4l
IS0t 5l dyUbt e 505 oL e Gadons Ghaoty 01 1 15
v Sldealy Lol

Ldais (I 2gid] (B 0559 i ol (il ) o5 5 Sale )y S5 IS (V)
- By Akl ol

: ciboadd! (g)
1 3y Sty o) Uciaal] 5Uad] Gl Ly lasd] (1)
il ass

o egd Tl S8 o St o g Ll Lt elead ! LSS (¥)
S ol gl T Dol im0y 50 ol ol Sl il
Mgt s s st s M 5y, Kby dadizeh | losd § Logd ag
PRIV U B PR WO PESPR DU SR B PR, | W PP SUPM T |
g Tyl S0 ) Lol o bl oo g ooy o dde it (saSles
S s damnal s dpwsin Olas b I oS Oles 2200
gk Gazy



Yo Yo 8 dwisn VA S (7)) ab Yo sdadl - e 34 2

(3) Woarranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not wanant the matenal furmishad
bevond or back ot the dealer’s or manutacturer’s guaranty,
and m case of defective material. credit shall not be
recorded  until  adjustment  has  been  recerved by
CONTRACTOR trom manutacturers or their agents.

(e) Transportation and Employvee Relocation Costs:

(1) Transportation of equipment. materials and supplies necessary
for the conduct of CONTRACTOR s or Operating Company’s
activities,

(2) Business travel and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatriate and nattonal emplovees, as mcuntad and pard by, o
for, emplovees m the conduct of CONTRACTOR s or Operating
Company s business.

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

(1) Outside services: The costs of contracts tor consultants. services
and utilities procured from third parties.

(2) Cost of setvices pertormed by GANOPE, by CONTRACTOR o
by their Atfiliated Compantes i tacilities mside or outside the
A R.E. Regular, recurning, routine services, such as interpreting
magnetic tapes and‘or other analyses, shall be pertormed and
charged by GANOPE and/or CONTRACTOR or thenr Atfiliated
Compantes at an agreed confracted price. Major projects
mvolving engineenng and design services shall be pertormed by
GANOPE andior CONTRACTOR or thewr Atfhated Compames
at a negotiated contract amount.
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(3) Use of GANOPE s, CONTRACTOR s or thewr Aftihated Compantes’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of ownership and operation, but
not 11 excess of competitive rates  currently prevatling i the
ARE

(4) CONTRACTOR s and CONTRACTOR s Atffiliated Companies’
rates shall not mclude any admistrative or overhead costs
other than what 15 mentioned 1 Article IT () (2) of tlhus Annex

(g) Damages and Losses:

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

losses memred by fire, tlood. storm, theft, accident or any other

cause not controllable by CONTRACTOR or Operating Company

through the exercise of reasonable dihigence. CONTRACTOR o

Operating Company shall fiwnish GANOPE and CONTRACTOR

wiltten notice of damages or losses mcwred 1 excess of $100400 ten

thousand U.S. Dollars per occurrence, as soon as practicable after
report of the same has been 1eceived by CONTRACTOR or

Operating Company

(h) Insurance and Claims:

The cost of any public lability, propeity damage and other
msurance against liabilities of CONTRACTOR. Operating Company
andior the parties or any of them to ther emplovees and‘or outsiders
as may be requured by the laws. rules and regulations of the
GOVERNMENT ar as the parties may agree upon. The proceeds of
any such msurance or claim collected, less the actnal cost of making
a claum, shall be cradited against operations.

It no mmswance 1s carted for a particular sk, m accordance with
good mtermational ol field practices, all 1elated actual expenchtwres
mecwurted and paid by CONTRACTOR or Operating Company 1n
settlement of any and all losses, claums, damages. judgments and any
other expenses. incluchng legal services.
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(i) Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, water
systems, road svstems, salanes and expenses of field supervisory
personnel, field clerks, assistants, and other general emplovees

inchrectly serving the Area.
(i) Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessaly or expedient for the protection of the Arvea, including
attorney’s fees 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 mcured
by any party or parties hereto i securing evidence for the purpose of
detending against any action or claim prosecuted or wged against
the operations or the subject matter of the Agreement. In the event
that actions or claims affecting the interests hereunder shall be
handled by the legal statf of one or more of the parties hereto, a
charge commensurate with cost of providing and furnishing such

services may be made to operations.
(k) Administrative Overhead and General Expenses:

(1) While CONTRACTOR 13 conducting Exploration operations,
the cost of statfing and maintaining CONTRACTORs head
office 1 the A RE. andior other offices established i the
ARE. as appropriate other than field offices which will be
charged as provided in Article IT (1), and excepting salaries of
emplovees of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged as

provided in Article IT (b) of this Annex.
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(2) CONTRACTOR 3 admuustrative overhead outside the ARE

(3)

applicable to Exploration operations in the AR E. dung the
period prior to the formation of the Operating Company shall bz
charged each month at the rate ot five percent (3%) of total
Exploration expenchtures, where CONTRACTOR s Exploration
operations are cartied out by CONTRACTOR itself Any
admumstrative overhead of CONTRACTOR outside the AR E.
applicable to A R E. Exploration operations will not be charged
on the Exploration operations m ARE.  wlile Exploration
operations are beimg conducted tollowing the tormations ot the
Operatimg Company,
No other duect charges as such for CONTRACTOR's
adnmstiative overhead outside the ARE. will be applied
against the Exploration obligations. Examples of the type of
costs CONTRACTOR 15 incwring and charging hereundesr due
to activities wnder this Agresment and covered by sad
percentage 1s:

1. Executive - Tune of executive otficers.

2. Treasmy - Financial and exchange problems.

3. Purchasing - Procuring materials, equupment and supplies.

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

3. Other departments such as legal, comptroller and engineering
which contribute time. knowledge and experience to the
operations,

The toregomg does not preclude charging for direct service

under Article II (1) (2) of this Annex.

While Operating Company 1s conducting operations, Operating

Company s parsonmnel engaged 1 general clerical and office
work, supervisors and officers whose time 15 generally spent 1n
the main office and not the field, and all employees generally
constdered as  general and  adminstrative and not chaiged to
other tyvpes of expense will be chaiged to operations. Such
wpenses shall be allocated each month between Exploration
and Development operations according to sound and practicable
accounting methods.
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M

Taxes:

All taxes, duties or levies paid 1 the A RE. by CONTRACTOR or
Operating Company with r1espect to tlus Agreement other than
those covered by Article III (g) (1) of the Agreement.

(m) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and meurred exclusively 1 the A R E. atter Operating Company 13
formed. No sales expenses mcurred outside or inside the A R.E. may

be recoverad as a cost.

(n) Other Expenditures:

(@)

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article II,
imncwred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.
ARTICLE III
INVENTORIES
Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by GANOPE and
CONTRACTOR 1ventortes shall be taken by Operating Company
of the operations matenals, which shall include all such materials,
physical assets and construction projects. Written notice of intention
to take inventory shall be given by Operating Company to GANOPE
and CONTRACTOR at least thirty (30) dayvs before any mventory 1s
to begin, so that GANOPE and CONTRACTOR may be represented
when any 1ventory 1s taken. Faillme of GANOPE andior
CONTRACTOR to be represented at an inventory shall bind them to
accept the mventory taken by Operating Company, who shall i that
event, furnish the party not represented with a copy thereot.
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(@)

Reconciliation and Adjustment of Inventories:
Reconciliation of mventory shall be made by CONTRACTOR and
GANOPE, and a list of overages and shortages shall be jointly
determined by Operating Company and CONTRACTOR and
GANOPE, and the inventory adjusted by Operating Company.
ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery

Petroleum:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to GANOPE as promptly as practicable but not later than
fifteen (15) days after receipt from Operating Company of the
Statements for Development and Exploration Activity for the
calendar quarter, a Statement for that quarter showing:

1. Recoverable costs carnied forward from the previous quanter, if

ANy .

-2

. Recoverable costs incurred and paid during the quarter.

(Y]

. Total recoverable costs for the quarter (1) + (2).

J\;‘

. Value of Cost Recovery Petroleum taken and separately disposed
of by CONTRACTOR tor the quarter.

!\,j]

- Amount of costs recovered tor the quarter.

6. Amount of recoverable costs carried into the succeeding quarter, if
any.

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

tor the quarter.
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() Payments:

(c)

It such Statement shows an amount due GANOPE, paviment of that
amount shall be made 1 U.S. Dollars by CONTRACTOR with the
rendition of such Statement. If CONTRACTOR fails to make any
such pavment to GANOPE on the date when such pavment 15 due,
then CONTRACTOR shall pay an iterest of two and half percent
(2.5%)  per annum higher than the London Interbank Borrowing
offered Rate (LIBOR) for three (3) months U.S. Dollars deposits
prevailing on the date such interest 15 calculated. Such interest

pavment shall not be recoverable.
Settlement of Excess Cost Recovery Petroleum:

GANOPE has the nght to take all of the Excess Cost Recovery
Petroleum under Article VII (a) (2) of the Agreement in kind dwing
the said quarter. A settlement shall be required with the rendition of
such Statements 1n case CONTRACTOR has taken more than its

own entitlement of the Cost Recovery Petroleum.

(d) Audit Right:

GANOPE shall have a penod of twelve (12) months from receipt of
any Statement under this Article TV in which to audit and raise
objection to any such Statement. GANOPE and CONTRACTOR
shall agree on any required adjustments. Supporting documents and
accounts will be available to GANOPE during said twelve (12)

months period.
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ARTICLE ¥
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:
CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration expenditiwes reported on Statements of
activity prepared per Article T (b) (1) of this Annex, less any
recductions agreed to by GANOPE and CONTRACTOR following
wirltten exceptions taken by a non-operator pursuant to Article I (¢)
(1) of this Annex, 1n order to determuine when minimmum Exploration
obligations have been met.

Cost Recovery Control Account:
CONTRACTOR will establish a Cost Recovery Control Account
and an off-setting contra account to control therein the amount of
cost rematmng 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 as well as for the purpose of establishing when the
minmum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded 1 major accounts mcluding the
tollowing:
- Exploration Expenditures;
- 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 costs recovery and the treatment
of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 13 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A R.E. Income Taxes paid by GANOPE on CONTRACTOR s behalt
constitute additional income to CONTRACTOR, and this additional

mcome 1s also subject to A R E. income tax, that 1s "grossed up".

"CONTRACTOR s annual mcome", as determuned in Article III (g) (3)
of this Agreement, less the amount equal to CONTRACTOR’s
grossed-up Egyptian income tax hability, shall be CONTRACTOR’s
"Provisional Income".

The "gross-up value" 13 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 plus Grossed-up Value
And
Grossed-up Value = A R E. Income Tax on Taxable Income.

It the "ARE. Income Tax rate", which means the effective or
composite tax rate due to the varous A R.E. taxes levied on income

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

Combining the first and last equations above

Provisional income X Tax Rate
1 - Tax Rate

Grossed-up Value =

where the tax rate 15 expressed as a decumal.

The above computations are illustrated by the following mumerical
example. Assuming that the Provisional Income 15 $10 and the ARE.
Income Tax rate 15 forty percent (40%), then the Grossed-up Value 13
equal to:

$10x 04 o
o4 Poo
Therefore:
Provisional income $ 1000
Plus Grossed-up Value 6.67
Taxable Income W

Less: A R.E. Income Taxes at 40% 6.67

CONTRACTOR s Income after taxes $ 1000
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