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CONCESSION AGREEMENT FOR GAS AND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
BP EXPLORATION (DELTA) LIMITED
IN
NORTH TINEH OFFSHORE AREA
MEDITERRANEAN SEA AR.E.

This Agreement made and entered on this ------ day of ------ 200 by and
between the ARAB REPUBLIC OF EGYPT (hereinatter refeired to
variously as the "AR.E." or as the "GOVERNMENT"), the EGYPTIAN
NATURAL GAS HOLDING COMPANY , a legal entity created by the
Prime Minister Decree No, 1009 of 2001, as amended, and according to
Law No. 203 of 1991, as amended (hereinatter referred to as "EGAS"),
and BP EXPLORATION (DELTA) LIMITED, a private company
limited by shares orgamzed and existing under the laws of England and
Wales (heremnafter referred to as "BP"). BP shall be heremnafter reterred

to as "CONTRACTOR",
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WITNESSETH

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

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

WHEREAS BP agrees to undertake its obligations provided hereimafter
as CONTRACTOR with respect to the Exploration, Development and
production of Petroleum i NORTH TINEH OFFSHORE AREA,
MEDITERRANEAN SEA;

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

WHEREAS, the Muster of Petroleum, pusuant to the provisions of
Law No. 86 of 1936 as amended, may enter into a concession agreement
with EGAS, and with BP as a CONTRACTOR in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE I
DEFINITIONS
(a) "Affiliated Company" means a company:

(1) of which the share capital, conferting a majority of votes at
stockholders™ meetings of such company, 15 owned directly or
mdcirectly by a party hereto;, on

(1)  wliuch 15 the owner directly or indirectly of share capital
conferring a majority of votes at stockholders™ meetings of a
party hereto; or
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(1) of which the share capital conferring a majority of votes at
stockholders™ meetings ot such company and the share capital
conferring a majorty of votes at stockholders™ meetings of a
party hereto are owned duectly or indirectly by the same
COIMPAny.

(b)y  "Agreement” means thus Concession Agreement and 1ts Annexes.
(¢) "ARE." means the Arab Republic of Egypt.

() "Barrel" shall consist of fortv-two (42) United States gallons. liquud
measwe, cotrectad to a temperatire of sixty degrees Falwenheit

(60°F) at atmospheric pressure of 14 696 PSIA.

(2} "Brent Prce" means the simple artthmetic average ot the monthly
average price of the Mid of Platts Prices Dated Brent for six (6)
months (t-1., t-2, t-3, t-4, t-5, t-6) munediately preceding the month
of delivery of the sold Gas exprassed in U.S Dollars/Bawrel. "Dated
Brent” means the price assessment m US$/bbI (calculated using the
avelage of the mean of the daly Iughs and lows of Brent
quotations) as published i Platts Crude Onl Matket wire repoit.

(t) "BTU" (Butish Thermal Uit) means the amount of energy requured
to ralse the temperature of one (1) pound ot pure water by one (1)
degree  Faluwenheit trom sixty degiees Faluenheit (60°F) to
sixty-one degrees Faluwenheit (61°F) at a constant presswe of
14.696 PSIA.

(g) "Calendar Year" means a pertod of twelve (12) months from
1M T3 nuary to 313 December according to the Gregortan calendar

(hy "Conmmercial Gas/Oil Well" means the first well at any geological
feature tound to be capable to produce at economuc rate. The
discovery date of the Commercial Well shall be the date EGAS and

CONTRACTOR agree upon the evaluation results.
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"Commercial Production” means Petroleum produced and saved for
regular slupment or delivery, as may be applicable tor O1l or Gas.

(1) "Commercial Production Conmmmencement” means the date on which
the tirst regular shapment ot Chude O1l on the fiest regular deliveries
of Gas are made.

(k) "CONTRACTOR" could be one or more companies (each company
to be mdividually retened to as a "CONTRACTOR Member").
Unless moaodified m  accordance  with  Aaticle XXI  hereimn,
CONTRACTOR under this Agreement shall mean BP.

(I) "Development" mcludes. without lumnitation, all the operations  and
activities pursuant to approved Worlk Programs and budgets under
this Agreement with 1espect to;

(1) dolling, plugging, deepening, side  tracking, re-chilling,
completion and equpping of development wells, and the
change ot a well status; and

(1) design. engineering, constimction, 1nstallation, servicing and
maintenance of equpment, lines, systems tacilities, plants and
related operations to produce and operate saird development
wells,  talang, saving, ftreatment, handling, storage,
fransportation and  delivery of Petroleum, re-pressuing.
recyeling and other secondary recovery projects:, and

(11) transportation. storage and any other work or activities
necessary o ancllary to the activities specifiad i (1) and (u) above.

(m) "Development Block” means an area the corner points of which have
to be comecident with one (1) nunute by one (1) minute latitude and
longitude divisions according to the International Coordinates Grid
Svstem, where possible, or with the exusting boundaries of the Area
covered by this Concession Agreement as set out 1n Annex "A",

() "Development Lezase(s)" means the area that covers one or moe
Development Block(s) covernng the geological stiuchire capable of
production. the corner points of which have to be coincident with
latitude and longitude divisions according to the International
Coorchnates Grid Svstem, where possible, or with the existing
boundanies of the Area covered by tlus Concession Agreement as
set out 1n Annex "A".
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(0) "Effective Date" means the date on which the text of tlhus Agreement

(p)

(q)

13 signed by the GOVERNMENT, EGAS and CONTRACTOR,
atter the relevant Law 15 1ssued.

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

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

"Exploration” includes such geological. geophyvsical. aeral and
other suwrveys as may be contained m the approved Exploration
Work Programs and budgets, and the dulling ot shot holes, core
holes, stratigrapluc tests. holes tor the discovery ot Petrolenm o
the appraisal of Petroleum discoveries and other 1elated holes and
wells, and the purchase or acquusition of such supplies, materials,
services and equipment theretore, all as may be contamed 1n the
approved Work Programs and budgets. The verb "explore” means
the act of conducting Exploration.

(1) "Exploration Block" means an area the corner points of which are

(3)

(1)

()

comnctdent with three (3) nunutes by three (3) nunutes latitude and
longitude divisions according to the International Coordinates Grid
Svstem. where possible, or with the exusting boundaries of the Area
covered by this Concession Agreement as set out 1n Annex "A"

"Financtal Year" means the GOVERNMENT s tfinanctal Year

accorching to the laws and regulations of the AR E.

1 P

'Gas" means natwral gas both associated and non-associated. and all

of 1ts constituent elements produced from any well 1 the Area
(other than Liquid Crude Oul) and all non-hydrocarbon substances
therem. Said term shall include residual gas, that gas remauung
atter removal of LPG.

"Gas Sales Agreement” means a witten agreement entered into
pursuant to Article VII(e) between EGAS and CONTRACTOR (as
sellers) and EGAS andior a third party agreed upon by EGAS (as
buyers). which contains the terms and conditions for Gas sales
from a Development Lease.
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(v) "lomt Venture Company" 13 a company to be tormed m accordance
with Article VI and Annex "D" ot this Agreement.

(w) "Lagqud Crude Oul" or "Crude Oul" or "Oul" means any hyvdrocarbon
produced trom the Area which 1s 1 a liquid state at the wellhead o
lease separators or which 1s extractzd from the Gas or casighead
Gas 1 a plant Such hoquid state shall exast at sixty degrees
Faluenheit (60°F) and atmosphenic pressiue of 14.696 PSIA. Such
term ncludes distillate and condensate.

N

(x) "LNG" means Liquetied Natural (Gas.

(v) "LPG" means hquetied Petroleum Gas, wlhich 13 a nuxte
prncipally of butane and propane liquefied by presswe and
femperatine,

(zy "Operator” means CONTRACTOR (if 1t 18 one company) o1 one of
the CONTRACTOR Members (1f thev are more than one
company). as the case mav be. appointed by them to be the entity to

which, from which and m whose name all notifications related to or
i connection with this Concession Agreement shall be made.
CONTRACTOR shall notity the name ot the Operator to EGAS.

(aa) "Petrolenm” means Liquid Crude O1l of vartous densities, asphalt.
Gas, casmghead Gas and all other hydrocarbon substances that may
be tound 1. and produced, or otherwise obtamed and saved from
the Area under this Agreement. and all substances that may be
extracted there trom.

(bb) "Standard Cubic Foot (SCF)" 1s the amount of (Gas necessary to fill
onz (1) cubic foot of space at atmospheric pressure of 14.696 PSIA
at a base temperature of sixty degrees Faluenheit (60°F).

(ce) "Tax Year" means the penod of twelve (12) months according to the
laws and regulations of the ARE.

(ddy "Year" means a pertod of twelve (12) months according to the
Gregorian calendar.
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ARTICLE 11
ANNEXES TO THE AGREEMENT

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

Agreement, hereinatter referred to as the "Area”.

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

approxumately (1 : 604 000) indicating the Area covered and affected by

this Agreement and described in Annex "A".

Annex "C" 13 the form of a Bank or Production Letter of Guarantee to
be subnutted by CONTRACTOR to EGAS one (1) day before the tume of
signature by the Minister of Petroleum of this Agreement tor the sum of
one hundred and twenty nullion U.S. Dollars (§ 120 000 000), to
guarantee the execution of CONTRACTOR™s nmumnnun Exploration
obligations hereunder for the first three (3) Year Exploration period. In
case CONTRACTOR extends the first Exploration period for a second
Exploration peniod, of three (3) vears in accordance with Article IIT (b) of
this Agreement, simular Letter of Guarantee shall be 1ssued and be
submitted by CONTRACTOR on the day the CONTRACTOR exercises
its option to extend. Such Letter of Guarantee wluch 1s related to the
second Exploration period shall be for the sum of two hndred million
U.S. Dollars (§ 200 000 0040), less any excess expenditures meurred 1n
the preceding Exploration pertod pernutted for cany forward in
accordance with Article IV (b) thod paragraph of this Agreement and

approved by EGARS. In case of any shortfall (the difference between the
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amount of CONTRACTOR s financial obligation of any Exploration
period nunus [the total amount approved by EGAS for the same
concerned obligation pertod plus any carry torward approved by EGAS
from the previous perod, 1t anv| ). EGAS shall notity CONTRACTOR
m wiiting by the value of such shorttall. Within fifteen (13) days from
the date of this notification, CONTRACTOR shall transter the amount of
the shorttall to EGAS™ account and 1f CONTRACTOR did not transter

this shorttall wiatlan the mentionad fitteen (13) davs. EGAS has the nght

to liquudate the concerned letter of Guarantee. Each ot the two (2) Letters
of Guarantes shall remain etfective for six (6) months after the end ot the
relevant Exploration period tor which 1t has been 1ssued, except as 1t may

be expired prior to that tume 1n accordance with the terms thereot.

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

tormed as provided tor i Article VI hereot.
Annex "E" 15 the Accounting Procecre.

Annex "F" 15 a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT. The pomnt of delivery tor Gas shall
be agreed upon by EGAS and CONTRACTOR under a Gas Sales
Agreement. wliuch pomt of delivery shall be located at the tlange
connecting the Development Lease pipeline to the nearest point on the
National Gas Pipeline Grid System as depicted 1 Annex "F", or as
otherwise agreed by EGAS and CONTRACTOR.

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

Annexes "A" "B" "CT "D "E" and "F" to tlus Agreement are hereby
made part hereot, and they shall be considered as having equal force and

etfect with the provisions of this Agreement.
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RTICLE III

GRANT OF RIGHTS AND TERMS
The GOVERNMENT hereby grants EGAS and CONTRACTOR. subject

to the terms. covenants and co

ncitions set out 1 this Agreement, wluch

sofar as they may be contrary to or mconsistent with any provisions of

Law No. 66 of 1953, as amendecd, shall have the torce of law. an

exclusive concession 1m and to t

(a) The GOVERNMENT shal

he Area descrtbed m o Annexes "A" and "B

1l own and bz entitled to, as herematter

(b)

provided, a rovalty 1 cash or 1 kand of ten percent (10%) of the
total quantity of Petrolewmn produced and saved from the Area during
the Development pernod (ncluding 1its extension, 1t any). Said
rovalty shall be bome and paitd by EGAS and shall not be the
obligation of CONTRACTOR. The paviment ot rovalties by EGAS
shall not be deemed to result 1 an mcome attritbutable to the
CONTRACTOR.

A fist Exploration penod of tluee (3) Years shall start from the

Ettective Date. One (1) successive extension . wluch 1s the second
Exploration penod. of tlwee (3) vears. shall be granted to
CONTRACTOR at 1ts option., upon wiitten notice given to EGAS
not less than thuty (30) dayvs prior to the end of the tirst Exploration
pertod, as may be extended pursnant to the provisions of Aaticle 'V,
and subject only to CONTRACTOR having tulfilled 1ts obligations
hereunder for that period. Tlus Agreement shall be ternunated 1t
neither a Clonmmercial Ol Discovery nor a  Conunercial Gas
Discovery is established by the end of the sixth (6" Year of the
Exploration peniod, as may be extended pursuant to Article V. The
election by EGAS to undartaks a sole 1sle ventwre under paragraph
(¢) below shall neither extend the Exploration period nor attect the
termunation of thus Agreement as to CONTRACTOR.
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(¢) Commercial Discovery:

(1)

(1)

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

of one (1) producing reservoir or a group of producing
reservolrs which 15 worthy of being developed commercially.
After  discovery of a Commercial Oil o Gas  Well,
CONTRACTOR shall, unless otherwise agreed upon with
EGAS, undertake as pait of its Exploratton program the
appratsal ot the discovery by dulling one (1) or more appraisal
wells, to determine whether such discovery 15 worthy of being
developed commercially, taking into consideration the
recoverable reserves. production. pipeline and ternunal facilities
requured, estimated Petroleum prices and all other relevant
techinucal and economic factors.

The provisions lawd down  herein  postulate the unty and
mchvisibility of the concepts of Conunercial Discovery and
Development Lease. They shall apply wmtormly to Onl and Gas,
unless otherwise specitied.

(n1) CONTRACTOR shall give notice of a Comumercial Discovery

to EGAS mmediately after the discovery 1s considered by
CONTRACTOR to be worthy of commercial development but
1 any event, with respect to a Commmercial Onl Well, not later
than thuty (30) davs tollowing the completion of the second
appratsal well or twelve (12) months following the date of the
discovery of the Commercial O1l Well, whichever 15 earlier, or
with respect to a Conunercial Gas Well, not later than twenty
four (24) months tollowing the date ot the discovery ot the
Conmnercial Gas Well (unless EGAS agrees to extend such
period), except that CONTRACTOR shall also have the right
to give such notice of Conunercial Discovery with respect to
ANy reservoll or reservolrs even it the well(s) thereon are not
conunercial witlun the defimition of Commercial Oil or Gas
Well 1f, 1n 1ts opruon, a reservoll or a group of reservours,
constdered collectively, could be worthy of commercial
development.
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CONTRACTOR may also give a notice of a Commeretal il
Discovery in the event it wishes to undertake a Gas recveling
project.

A notice of Commercial Gas Discovery shall contain all
detailed particulars of the discovery, and especially the Area
contatmng recoverable reserves, the estumated production
potential and profile. field lite, Gas analysis, the requned
pipeline and production facilities, estunated Petrolewm prices
and all other relevant tecluucal and economic tactors (unless
otherwise agreed upon by EGAS).

Withimn sixty (60) days from receipt of a notice of a Comimnercial
Ol or Gas Discovery, EGAS and CONTRACTOR shall start
meeting and reviewing together all appropnate data with a view
to nmitually  agree upon the existence of a Commercial
Discovery as soon as possible, The date of Conumercial
Discovery shall be the date EGAS and CONTRACTOR jomntly
aglee m wiiting that a Comimercial Discovery does exast.

(rv) It Ciude O1l or Gas 15 dhiscovered but 1s not deemed by

CONTRACTOR to be a Commercial O1l or Gas Discovery
under the above provisions of thus paragraph (¢). EGAS shall
one (1) month after the expiration ot the period specified above
within - wlhich CONTRACTOR  can  give nohice of a
Commercial O1l or Gas Discovery. or thirteen (13) months
after the completion of a well not considered to be a
Comumercial O1l Well or twenty five (25) months after the
completion of a well not constdered to be a Conunercial Gas
Well. have the nght. tollowing sixty (60) davs wiitten notice to
CONTRACTOR, at 1ts sole cost, 1isk and expense, to develop.
prochuce and dispose of all Crude Oil or Gas from the
geological featwe on wluch the well has been dilled Said
notice shall state the specific area covenng said geological
featme to be developed, the wells to be dulled, the produchion
facilities to be mstalled and EGAS® estunated cost thereof
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Within  thuty (300 davs  after receipt of sawd  notice
CONTRACTOR mav, 1 wnting, elect to develop such area as
hereunder provided for 1n the case of Cominercial Discovery.
[n such event all terms of tlus Agreement shall contimue to
apply to the specihied area.

[t CONTRACTOR elects not to develop such area. the specitic
area coverlng said geological feature shall be set aside for sole
15k operations by EGAS, such area to be mutually agreed upon
by EGAS and CONTRACTOR on the basis of good petrolenm
inchstry practice. EGAS shall be entitled to perform or, in the
event the Jomt Vente Company has come mto existence, to
have the Joint Venture Company pertorm such operations tor
the account of EGAS and at EGAS” sole cost, 113l and expense.
When EGAS has recovered from the Petrolenm produced trom
such specific area a quantity of Petioleum equal 1 value to
thuee hundied percent (3040%) ot the cost 1t has meured 1n
cantving out the sole risk operations, CONTRACTOR shall
have the option. only 1n the event that there has been a separate
Conmmercial O1l or Gas Discovery, elsewhere witlun the Area.
to share 1 turther Development and production ot that specitic
area upon paving EGAS ong hundred percent (100%) of such
costs meurred by EGAS.

Such one hundred percent (100%) paviment shall not be
recovered by CONTRACTOR. Immediately following such
payment, the specific area shall either (1) revert to the status of
an ordinary Development Lease under this Agreement and
thereatter shall be operated i accordance with the terms hereof,
or (11) alternatively, in the event that at such tume EGAS or 1ts
Affiliated Company 1s conducting Development operations 1n
the area at its sole expense and EGAS elects fto contmue
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operating. the area shall ramain set aside and CONTRACTOR
shall only be entitled to 1ts production shanng percentages of
the Crude O1l or Gas as spectfled 1n Article VII(L). The sole
15k Crude O11 or Gas shall be valued 1 the manner provided
for 1 Article VII(¢). In the event of anyv ternunation of tlus
Agreement under the provisions of Article III(L), tlus
Agreement shall, however, continue to apply to EGAS
operation of any sole nsk ventme hereunder, although tlus
Agrezment shall have Dbeen ternunated with respect to
CONTRACTOR puwrsuant to the provisions of Article III(b).

(d) Conversion to a Development Lense:

(1) Followmg a Conunercial Discovery of O1l or Gas, the extent of
the whole area capable of production to be covered by a
Development Lease shall be mutually agreed upon by EGAS
and CONTRACTOR and bz subject to the approval of the
Muuster of Petroleum. Such area shall then be converted
automatically mto a Development Lease without the 1ssue of
any additional legal mstimment or permission.

(1) Following the conversion of an area into a Development Lease
based on a Conunercial Gas Discovery (or upon the discovery
of Gas 1 a Development Lease granted following a
Conunercial O1l Discovery), EGAS and CONTRACTOR shall
endeavor with diligence to find adequate markets capable of
absorbing the production of Gas. With respect to the local
matket EGAS shall advise CONTRACTOR 1f EGAS requires
such Gas for the local market, and the expected annual
schedule of demand tor such Gas. Thereafter, EGAS and
CONTRACTOR shall meet with a view to assessing whether
the outlets tor such Gas and other relevant tactors warrant the
Development and production of the Gas and, 1 case of
agreement, the Gas thus made available shall be disposed of to
EGAS under a long-term Gas Sales Agreement i accordance
with and subyect to the conditions set torth i Article VIL
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as tollows:

(aa) In respect of a Comumercial O1l Discovery, twenty (24}

Years from the date of such Conunercial O1l Discovery
plus the Extension Period (as defined below). provided
that, 1t atter the conversion of a Comumercial O1l Discovery
mnto a Development Lease, Gas 15 discovered 1n the same
Development Lease and 15 used or 15 capable of being used
locally  or for export hereunder, the penod of the
Development Lease shall be extended only with respect to
such Gas, LPG extracted from such Gas and Crude O1l 1
the torm of condensate produced with such Gas tor twenty
(2() Years from the date of first deliveries of quantities of
Gas locally or tor export plus the Extension Penod (as
detined below). provided that the dwation of such
Development Lease based on a Commercial O1l Discovery
shall not be extended bevond thuty five (35) Years from
the date of such Commercial Ol Discovery.

CONTRACTOR shall mimediately notify EGAS of any
Gas discovery but shall not be requured to apply tor a new
Development Lease in respect of such Gas.

(bb) In 1espect of a Conumercial Gas Discovery, twenty (241

Years fiom the date of first delivenes of Gas locally or tor
export plus the Extension Penod (as defined below):
provided that, 1t atter the conversion ot a Commercial Gas
Discovery mto a Development Lease, Crude Oi1l 1s
discovered 1 the same  Development  Lease,
CONTRACTOR s share of such Cmde Oi1l fiom the
Development Lease (except LPG extracted from Gas on
Crude O1l 1 the torm of condensate produced with Gas)
and Gas assoclated with such Crude Onl shall revert
entirely to EGAS upon the expury of twenty (20) Years
from the date of such Crude Oi1l Commercial Discovery
plus the Extension Pertod (as detined below).
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Notwithstanding, anything te the contrary under tlus
Agreement, the duration ot a Development Lease based on
a Commerclal Gas Discovery shall m no case exceed
thirtv-tive (35) Years from the date of such Commercial
Gas Discovery.

CONTRACTOR shall mmmediately notity EGAS of anv
Crude Oul discovery but shall not be requured to apply for a
new Development Lease 1n respect of such Crude Onl.

The notification to EGAS of the discovery of Gas 1 a
Development Lease based on Comumercial O1l Discovery,
or vice versa: should mclude all tecluucal mformation
mentionad m Article I{¢)(1) and (111) above.

Vammme
<)
2

S

(ddy The " Extension Penod" shall mean a period of five (5)
Years which may be elected by CONTRACTOR upon si1x
(6) months prior wiitten request sent by CONTRACTOR
to EGAS prior to the expuiry of the relevant twenty (20
Year pertod supplemented by techmeal studies. includng
the evaluation of production period, the expected levels of
procduction durmg the Extension Period, CONTRACTOR s
obligations and relevant econonuc considerations. The
Extension Pertod 15 subject to the approval of the Muinster
of Petrolemm.

() Development operations shall, upon the 1ssnance of a Development
Lease granted tollowing a Commercial Ol Discovery, be staited
promptly by the Jomt Ventuwre Company and conducted 1n
accordance with good Petroleum fields™ practices and accepted
Petrolenm engineering prneiples. untd the field 15 considered to be
fully developed. It 15 understood that 1if assoclated Gas 15 not
utthized, EGAS and CONTRACTOR shall negotiate 11 good taith
on the best way to avord unpaiiing the production in the mterests ot
the parties.

In the event no Commercial Production of O1l m regular slupments
13 estabhished from any Development Block m any Development
Lease at the end of towm (4) Years from the date of the Commercial
O1l Dascovery, the CONTRACTOR shall mmmediately relinquish
such Development Block, unless 1t 15 shanng in production with
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another  Commercial il o Gas  Discovery 1 the same
Development Lease. a periodical revision shall take place every
three (3) vears during the same development lease pertod, 1n order
to relinqush any development block not producing or not
contributing to production wmn the same development lease.

Upon the 1ssuance of a Development Lease granted tollowing a
Clomimerctal Gas Discovery, Development operations in 1espect of
Gas and Crade il i the form of condensate or LPG to be
produced wath or extracted trom such Gas shall, npon the signatwre
of a Gas Sales Agreement or commencement of a scheme to
dispose of the Gas. whether tor export as referred to 1n Article VII
or otherwise, be started prompily by the Jomt Ventuwre Company
and be conducted 1n accordance with good gas field practices and
accepted Petroleum engineenng prmciples and the provisions of
such agreement or scheme.

In the event no Commercial Production of Gas 15 established
accordance to the gas delivery date as agreed upon in the Gas Sales
Agreement, the Development Lease relating to such Gas shall be
relmqushed totally witlun six (6) months trom the agreed gas
delivery date.

In the event no Commercial Production of Gas in regular deliveries
13 established from any Development Plock m any Development
Lease at the end of fow {(4) Years trom the date of the tust Gas
delivertes either locally or tor export, the CONTRACTOR shall
mmmediately relinqush such Development Block, unless 1t 13
sharing 1n production with another Commercial Oi1l or Gas
Discovery 1 the same Development Lease, a periodical revision
shall take place every tluee (3) yvears during the same development
lease pentod, m order to relinqush any development block not
producing o not contributing  to  production 1 the same
development lease.
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Each Development Block 1 a Development Lease being partly
within the radms of dramage of any producing well 1 such
Development Lease shall be constdered as participating i the
Clommerctal Production reterred to above.

[t, upon apphcation by CONTRACTOR, 1t 15 recogmzed by EGAS
that Ciade Onl or Gas 13 being dhained from an Exploration Block
under this Agrecment inte a Development Block on an adjornng
concession area held by the same CONTRACTOR or another
contractor. such Explorattion Block Dbeing  dramed shall  be
constderad as participating 1 the Commercial Production of the
Development Block 1n question and the Exploration Block bemng
dramned shall be converted mto a Development Lease with the
ensulng allocation of costs and production (calculated from the
Etfective Date or the date such drainage occurs, wluchever 1s later)
between the two concession areas. The allocation of such costs and
production under each concession agreement shall be 1 the same
portion that the recovearable 1zserves 1 the dramned geological
sttucture underlving each concession area bears to the total
recoverable reserves of such stiucture underlving both concession
areas. The production allocated to a concession area shall be priced
according to the concession agreement covering that concession
area.

In case of tallure by the CONTRACTOR or the contractor(s)
cach concession area to agree on the allocation of costs andior
production for such separate Development Leases under each
concession area, such disagreement shall be resolved by expert
determuination. the expert to be agreed upon by the two concerned
CONTRACTOR and contractor(s). EGAS shall have the nght to
interters and mduce the CONTRACTOR and contractor(s) 1 each
concession area to fully cooperate and resolve the drainage matter
1 expedient manner as per the expert decision, such that neither
contractor shall be unjustihiably enriched. The cost of the expert
shall 11 no event be recoverad i both concessions.
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(f) CONTRACTOR shall bear and payv all the costs and expenses
required 1 carrving out all the operations under this Agreement, but
such costs and expenses shall not include any mterest on
imvestment. CONTRACTOR shall look only to  the Petroleum to
which 1t 15 enfitled under thus Agresment to 1recover such costs and
expenses. Such costs and expenses shall be 1ecoverable as provided

i Article VII Dunmg the term of tlus Agreement, the total
production aclueved 1 the conduct of such operations shall be
divided between EGAS and CONTRACTOR 1n accordance with
the provisions of Article VII

(2) (1) Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws in A R E. and shall comply with the
requirements ot such laws with respect to the filing ot returns,
the assessment of tax, and keeping and showing of books and
records.

(2) CONTRACTOR shall be hable to prepare the mcome tax retun
statement. CONTRACTOR  shall subnut the tax retun
statement to EGAS at least twenty five (23) days prior to the
due date of submitting thereot to the tax authonty. EGAS shall
have the right to review the tax retuin statement 1 order to
approve the tax calculation therein. EGAS shall provide
comuments on such tax return statement within fifteen (15) davs
of the date of recarving the tax return statement from
CONTRACTOR. In any case CONTRACTOR shall be
responsible for submitting the tax retwrn statement to the tax
authortty within the legal due date.

(3) CONTRACTOR s annual mcome for Egyptian mcome tax in
A RE. puposes under thus Agreement shall be an amount
calculated as tollows:

The total of the sums received by CONTRACTOR from the
sale or other disposition of all Petroleum acquured by
CONTRACTOR pursnant to Article VII{a) and (b).
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(4)

Reduced hy:

(1) The costs and expenses of CONTRACTOR: and

(11) The wvalue as determined according to Article VIIic). of
EGAS’ share of the Excess Cost Recovery Petroleum to be
paid to EGAS m cash or in kind, 1f any,

plus:

An amount equal to CONTRACTOR s Egyvptian tncome An
amount equal to CONTRACTOR s Egyptian mcome taxes
i AR E. grossed-up in the mainer shown i Article VI of
Annex "E".

For purposes of abovementioned tax deductions mn any Tax
Year, Article VII(a) shall apply only m respect of classification
of costs and expenses and rates of amortization, without regard
to the percentage limitation referred to 1 the first paragraph of
Article VIIGa)( 1), All costs and expenses of CONTRACTOR
111 conducting the operations wnder this Agresment which are
not controlled by Article VII{a) as above qualified shall be
deductible 1 accordance with the provisions of the Egvptian
Income Tax Law.
EGAS shall assume, pay and discharge, i the name and on
behalf of CONTRACTOR, CONTRACTOR's Egyphan
1mmcone tax m ARE out of EGAS share of the Petroleum
producad and saved and not used m operations under Article
VI All taxes pawd by EGAS m the name and on behalt of
CONTRACTOR shall be considered as mcome to CONTRACTOR.
EGAS shall formsh to CONTRACTOR the proper official
1eceipts evidencing the paviment of CONTRACTOR s Egyvphian
1mcome tax i A R.E. tor each Tax Year witlun mnety (940) davs
tollowing the receipt by EGAS of CONTRACTOR s 1mcome
tax return statement for the preceding Tax Year. Such receipts
shall be 1ssued by the proper tax authorities and shall state the
amount and other particulars that are customary tor such
recelpts.
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(6) As used heremn, Egyptian Income Tax in AR.E. shall be
mnclusive of all mcome taxes pavable in the AR E. (including
tax on tax) such as the tax on imcome from movable capital and
the tax on profits from conumerce and industry and inclusive of
taxes based on income or profits, including all dividends,
withholding with respect to shareholders and other taxes
mmposed by the GOVERNMENT of A R.E. on the distribution
of income or profits by CONTRACTOR.

(7) In calculating 1ts 1come taxes 1 ARE., EGAS shall be
entitled to deduct all rovalties paid by EGAS to the
GOVERNMENT and CONTRACTOR's Egyptian income
taxes patd by EGAS on CONTRACTOR s behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations hereunder
not later than six (6) months from the Effective Date. EGAS shall
make available for CONTRACTOR’s use all seismic, wells and
other Exploration data with respect to the Area as EGAS 15 entitled

to do so.

(by The fust Exploration period shall be of tluee (3) Years.
CONTRACTOR may extend tlhus Exploration penod for one (1)
successive extension which 1s the second Exploration pertod, of
three (3) Years, i accordance with Article III (b), which upon at
least thuty (30) davs prior wiitten notice to EGAS, subject to
CONTRACTOR’s fulfillment of its muunnum  Exploration

obligations hereunder for the first Exploration period.
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CONTRACTOR shall spend a munumum of one hundied and twenty
million U.S. Dollars ($ 120 000 0040) on Exploration operations and
activities related thereto, durng the tust Exploration pertod of three
(3) Years, provided that CONTRACTOR shall acqure one
thousand st hundred square kilometers (1600 kn) of 3D selsmic
program, and drill one (1) exploratory well. For the second
Exploration period of three (3) Years that CONTRACTOR elects to
extend beyond the fust Exploration period. CONTRACTOR shall
also spend a nwmnnum of two lnndred nullion TS, Dollars ($ 200 000 000),

provided that CONTRACTOR shall duill two (2) exploratory wells.

Should CONTRACTOR spend more than the minmnm amownt
required to be expended or dull more wells than the mummum
required to be duilled chaing the tust Exploration period of tluee (3)
Years, the excess may be subtracted from the nuwinmum amount of
money required to be expended by CONTRACTOR or mimmum
number of wells requured to be drilled by CONTRACTOR dwring
the succeeding Exploration period.

In case CONTRACTOR surenders its Exploration 1ights under this
Agreement as set forth above before or at the end of the third (3'%
Year of the tirst Exploration period, having expended less than the
total sum of one Imindied and twenty numlhon US Dollars
(§ 120 000 000) on Exploration operations, or 1 the event that at
the end of the thurd (31“‘1) Year of the tirst Exploration pernod,
CONTRACTOR has expended less than said sum 1n the Area. an
amount equal to the ditference between the said one hundred and

fwenty  million U.S. Dollars (§ 120 0040 000) and the amount
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actually spent on Exploration and approved by EGAS shall be paid
by CONTRACTOR to EGAS at the tume of sunrendering or within
s1x (6) months from the end of the thud (3”[) Year of the first
Exploration period, as the case mav be. Any expenchture deficiency
by CONTRACTOR at the end of any additional Exploration period
for the reasons stated above shall sinulardly result 1n a paviment by
CONTRACTOR to EGAS of such deficiency. Provided that tlus
Agreement 15 still m force as to CONTRACTOR, CONTRACTOR
shall be entitled to r1ecover any such pavments as Exploration
expenditinre 1 the manner provided tor under Article VII 1n the

avent of Conumercial Production

Without prejudice to Airticle III(b), m case no Conumercial Onl
Discovery 1s established or no notice of Conunercial Gas Discovery
13 given by the end of the sixth ({;’)th) Year, as may be extended
pursuant to Article V., or 1n case CONTRACTOR surrenders the
Area under this Agreement prior to such tume, EGAS shall not baar
any of the aforesaid expenses spent by CONTRACTOR.

At least tour (4) months prior to the beginming of each Financial
Year or at such other tunes as mayv mutually be agreed to by EGAS
and CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and budget tor the Area setting forth the Exploration
operations which CONTRACTOR proposes to catry out during the
ensulng Year.

The Exploratton Work Program and budget shall be reviewed by a
jomnt committee to be established by EGAS and CONTRACTOR
after the Effective Date of this Agreement. Tlhis commnmuttee,
heremnatter reterred to as the "Exploration Advisory Comnuttee”,
shall consist of six (6) members, tluee (3) of whom shall be
appointed by EGAS and three (3) by CONTRACTOR. The
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Chamrman ot the Exploration Advisory Commnutiee shall be
designated by EGAS among the members appomnted by 1t The
Exploration Advisory Committee shall review and give such advice
as 1t deems appropriate with respect to the proposed Exploration
Wark Program and budget. Following review by the Exploration
Advisory Commuttee, CONTRACTOR shall make such revisions
and submit the Exploration Work Program and budget to EGAS tor
1ts approval.

Following such approval, it is further agreed that:

(1) CONTRACTOR shall netther substantially revise or modify said
Exploration Work Program and budget nor reduce the approved
budgeted expenditure without the approval of EGAS:

(1) In the event of emergencies mvolving danger of loss of lives or
property o1 damage to the environment, CONTRACTOR may
expend such additional unbudgeted amounts as may be requred
to alleviate such danger or damage. Such expendihue shall be
considered 1 all aspects as Exploration expenditire and
recoverad pursuant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all

matertals, equupment, supples, personnel adnnnistration  and

operations pirsuant to the Exploration Work Program and budget,
and EGAS shall not be responsible to bear or repay any of the
atoresard costs.

CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Woark Program and budget wilnch
shall be mmplemented 1n a workmanlilie manner and consistent with
good petrolewn industry practices.

All geological and geophysical studies as well as any other studies

related to the pertormance of this Agreement shall be made n the

ARE. except as 15 appropuate tor the specialized geophysical.

geological, engimeerning and development studies thereon, that may

be made 1 specialized centers outside the A R E., subject to EGAS’
approval.
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(D)

CONTRACTOR shall entiust the management of Exploration
operations 1n the ARE to its techimcally competent General
Manager and Deputy General Manager. The names ot such General
Manager and Deputy General Manager shall. upon appowmntment. be
torthwith notified to the GOVERNMENT and to EGAS. The
General Manager and. 1n lus absence, the Deputy General Manager
shall be entrusted by CONTRACTOR with sutficient powers to
carry ont inumechately all lawtul written directions given to them by
the GOVERNMENT or its 1epresentative under the terms of tlus
Agreament. All lawtul regulations 1ssued or hereatter to be 1ssued
which are applicable hereunder and not m contlict with this
Agreement shall apply to CONTRACTOR.
CONTRACTOR shall supply EGAS, withun thuty (30) dayvs from
the end of each calendar quarter, with a Statement of Exploration
Activity  relating  to  Exploration  operations which has  been
conducted 1 any portion of the Area not converted into a
Development Lease, showing costs mcured by CONTRACTOR
during  such quarter, CONTRACTOR s records and necessary
supporting documents shall be available for inspection by EGAS at
any fume dwing regular worlking hours for tlwee (3) months from
the date ot recerving each Statement of Exploration Activity,
Witlhun the three (3) months from the date of receiving each
Statement  of  Exploration  Activity,  EGAS  shall  advise
CONTRACTOR 1n witting 1t 1t constders:
(1) that the record of costs 15 not correct, o1
(2) that the costs of goods or sarvices supplied are not in line with
the international market prices for goods or services of simular
quality supplied on similar terms prevailing at the tune such
goods o services were supphed. provided however, that
purchases made and services pertformed within the A R E. shall
bz subyect to Article XXVI, on
(3) that the condition of the materials tiwnmished by CONTRACTOR
does not tally with then prices; or
(4) that the costs mewred are not reasonably requued tor
operations.
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CONTRACTOR shall conter with EGAS 1 connection with the
problem thus presented. and the parties shall attempt to reach a
mutually satistactory settlement.

ANy rembursement due to EGAS out of the Cost Recovery
Petrolenmm as a result of reaching agreement or as a result of an
arbitral award, shall be promptly made m cash to EGAS, plus
stmple mterest at LIBOR plus two and half percent (2.5%) per
annum from the date on wlich the disputed amount(s) would have
been pard to EGAS according to Article VII(a)(2) and Annex "E" of
this Agreement {1.e. the date of rendition of the relevant Cost
Recovery Statement) to the date of pavment. The LIBOR 1ate
applicable shall be the average of the figwe(s) published by The
Financial Tumes of London representing the nud-point of the rates
(bd and ask) applicable to onz (1) month U.S. Dollars deposits m
the London Inter bank Exwocurrency Market on each tifteenth (15t
dayv of each month occurring between the date on wlich the
clisputed amount(s) would have been paid to EGAS and the date on

wluch 1t 15 settled.

If the LIBOR rate is available on any fifteenth (151 day but is not
pubhished m The Financial Times 1 respect of such day for any
reason, the LIBOR rate chosen shall be that otfered by Citibank
N.A. to other leading banks 1n the London Inter bank Eurocurrency
Market tor one (1) month U.S. Dallar deposits.

If such fifteenth (151 dav 1s not a dav on which LIBOR rates are
quoted tn the London Interbank Ewrocurency Maitket, the LIBOR
rate to be used shall be that quoted on the next tollowing dayv on
wlhich such rates are quoted.

[t within the tume linut ot the three (3) month period provided for in
this paragraph, EGAS has not advised CONTRACTOR ot 1ts
objection to any Statement. such Statement shall be considered as
approved.
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(g) CONTRACTOR shall supply all tunds necessary tor its operations

i the A RE. under this Agrzement i fizely convertible currency
from abroad CONTRACTOR shall have the mnght to tfreely
purchase Egvptian currency 1 the amount necessary for its
operations 1 the A RE from EGAS or EGPC or from any banlk
aunthonzed by the GOVERNMENT to conduct foreign cunency
exchange Prionty shall bz given by CONTRACTOR to purchase
the Egvptian cwrency tfrom EGAS o EGPC, at the discretion of
EGAS at the same applicable rate and date as such currency mav be
purchased trom the National Bank of Egypt.

(hy EGAS and EGPC are authonzed to advance to CONTRACTOR the

Egvptian cuurency required tor the operations under thns Agreement
agalst recerving from CONTRACTOR an equivalent amount of
U.S. Dollars at the official 1ate of exchange 1n A R E. as specitied
by the Central Banl of Egypt on the date of exchange. such amount
i U.S. Dollars shall be deposited in an EGAS or EGPC accownt
abroad (as the case may be) with a comespondent bank of the
National Bank of Egypt. Camo. A RE. Withdrawals from said
account shall be used to finance EGAS™ or EGPC s (as the case may
be) and thenr Athliated Compames™ forergn currency requuements,
subject to the approval of the Mnuster of Petrolaum.

ARTICLE V
RELINQUISHMENTS

At the end of the thitd (3'Y Year after the Effective Date hereof,
CONTRACTOR shall relinqush to the GOVERNMENT a total of
forty percent (40%) of the ongimal Area on the Effective Date not
then converted mto a Development Lease(s). Such relinquishment
shall be 1 a single wt (unless otherwise agreed by EGAS) of
whole Exploration Blocks or onginally exusting parts of Exploration
Blocks not convertad into Development Lease(s) so as to enable the
relmqushment requurements to be precisely tultilled.

Without prejudice to Articles III and XXIII and the last tluee
paragtaphs of this Article V, at the end of the sixth (61) Year of the
Exploration penod, CONTRACTOR shall relinquish the remainder
of the Area not then converted into Development Lease(s).
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It 13 uncerstood that at the tune of any relingquishment the areas to
be converted mnto Development Leasa(s) and wluch are subnutted to
the Mumster of Petroleum tor lus approval according to Article II1
(d) shall, sulyect to such approval, be deemed converted mto
Development Lease(s).

CONTRACTOR shall not be requured to relinquush any Exploration
Block(s) m respect of which a Commercial O1l o Gas Well 13
discovered betore the perod of tune referred to m Article Ilic)
given to CONTRACTOR to deternune whether such well 15 a
Clommerctal Discovery worthy of Development or to rehmqush an
Exploration Block 1 respect of wlich a notice of Commercial Gas
Discovery has been given to EGAS, subject to EGAS™ right to agiee
on the exustence of a Conunercial Discovery pursuant to Article II1
(¢). and without prejudice to the requurements ot Article Ill(e).

In the event that at the end of the first Exploration period or at the
end ot the second Exploration pertod, a well 15 actually dulling or
testing, CONTRACTOR shall be allowed up to six (6) months to
enable 1t to cdiscover a Commercial O1l or Gas Well or to establish a
Commercial Discovery. as the case may be. However, any such
extension of up to six (6) months shall reduce the dwration of the
next succeeding Exploration perniod. 1f any, as applicable, by that
alnouant.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGAS and CONTRACTOR may form
i the ARE a company to camry out operations pursuant to this
Article VI and Amnex "D" (heremafter referred to as the "Jomnt
Ventwe Company”). which company shall be named by mutual
agreement between EGAS and CONTRACTOR provided that such
name shall be subject to the approval of the Muuster of Petroleum.
Sald company shall be a private sector company. subject to the laws
and regulations 1 torce 1 the A RE. to the extent that such laws
and regulations are not mconsistent with the provisions of tlus
Agreement o the Charter of the Jomt Ventwe Company (the
"(Charter").
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However, the Jomnt Venture Company and CONTRACTOR shall,
for the purpose of this Agreement, be exempted from the tollowing
laws and regulations as now or hereatter amended or substituted:

- Law No. 48 of 1978, promulgating the law on the emplovee
regulations of public sector companies,

- Law No. 159 of 1981, promulgating the law on jomnt stock
compantes, partnerslup linuted by shares and hoted liability
companes;

- Law No. 97 of 1983, pmmulg*ﬂmg the law concerning public sector
organizations and companies,

- Law No. 203 of 1991, promulgating the law on public business
sectol conmpalies,

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

- Provisions of pait 2 2 of chapter & of Law No. 88 of 2003, organzing

dealings 1n foreign currencies 1n accordance with Cenfral Bank of
Egvpt and the A R E. banking system law.

(b) The Charter of Jomnt Venture Company 1s hereto attached as Annex
D" Within thuty (30) davs after the date of Commercial Oil
Discovery o1 within tlmt} (30) davs after the signahue of a Gas
Sales Agreement or the commencement of a scheme to dispose ot
Gas  (unless  otherwise  agreed upon by EGAS  and
CONTRACTOR). the Charter shall take effect and the Jomnt
Venture Company shall automatically come 1mnto existence without
any further procedures. The Exploration Advisory Committee shall
be dissolved upon the final relinqushment of all portions ot the
Area not converted imnto Development Lease(s).

(¢)  Nimety (90) days atter the date the Joint Ventme Company comes
mte existence in accordance with paragraph (b) above, 1t shall
prepare a Work Program and budget tor tuither Exploration and
Development 1 any potion of the Area converted into a
Development Lease tor the remamder of the Fimancial Year
wluch the Commercial Dnscovery has been made. And not later
than tour (4) months before the end of the current Financial Year
(or such other date as mav be agreed upon by EGAS and
CONTRACTOR) and fowr (4) months preceding the
commencement of each succeeding Financial Year thereatter (or
such other date as mav be agreed upon by EGAS and
CONTRACTOR). the Jomt Ventwe Commpany shall prepare an
ammal production schedule and Woirk Program and budget tor
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finther Exploration and Development in any portion of the Area
converted 1nte a Development Lease for the succeeding Financial
Year. The production schedule, Worlk Program and budget shall be
subnutted to the Jomt Ventme Company’s Board of Directors for
approval. The Exploration Work Program and budget for further
Exploration 1 any portton of the Area not converted inte a
Development Lease shall be reviewed, approved and mmplemented
mn accordance with Article TV,

Not later than the twentieth (20t dayv of each month. the Jomt
Ventwe Company shall finwmsh to CONTRACTOR a wiitten
estimate of its total cash requurements tor expendite tor the first
halt and the second halt of the succeeding month expressed in U.S.
Dollars consistent with the approved Woik Program and budget.
Such astimate shall take into consideration any cash expectad to be
11 hand at month end.

Payvment tor the appropriate pertod of such month shall be made to
the correspondent bank designated m paragraph (e) below on the
first (1% day and fifteenth (153%) dayv respectively. or the next
tollowing business dav., 1f such day 15 not a business day.

(e) The Jomnt Venture Company 1s authorized to keep at tts own disposal

(1)

abroad 1 an account opened with a correspondent bank of the
National Bank of Egvpt, Cairo, A R.E.. the foreign funds advanced
by CONTRACTOR. Withcdrawals trom sawd account shall be used
for the payment tor goods and services acquired abroad and tor
transterring to a local banl i the A RE. of the required amount to
meet the expenditures m Egyptian Pounds for Jomt Ventwe
Company 1n connection with 1ts activities under this Agreement.

Witlhin sixty (60) days after the end of each Financial Year, the
Tomnt Ventwre Company shall subnut to the appropriate exchange
control authortties m the A R E. a statement, duly certified by a
recognized firm of aunditors, showing the funds credited to that
account, the disbursements made out of that account and the
outstanding balance at the end of the Financial Year,

It and tor as long during the period of production operations there
exists an excess capacity in facilities wluch can not dwing the
pertod of such excess be used by the Jomt Venture Company,
EGAS shall have the right to use the excess capacity if 1t so desires
withont any financial or  operational  disadvantage to  the
CONTRACTOR or the Jomt Venture Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(2) COST RECOVERY:
(1) Cost Recovery Petroleum:

Subject to the auditing provisions under tlus Agreement.
CONTRACTOR shall recover quarterly all costs. expenses and
expenditmes 1 respect of all the Exploration, Development and
related operations under this Agreement to the extent and out of
thirty five percent (35 %) of all Petrolewm produced and saved
from all Development Leases witlun the Area heremnder and not
used 1 Petroleum operations. Such Petrolewm 15 herematter
referred to as "Cost Recovery Petroleum”.

For the pupose of determumng the classification of all costs,

expenses and expenditiwes for ther recovery, the following terms

shall apply:

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

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

3 "Operating Expenses” means all costs, expenses and

expendifimes  made after  the Commercial  Production
Conmezncement, which costs, expenses and expenditures are
not normally depreciable.
However, Operating Expenses shall include work over, repau
and maintenance of assets. but shall not include any of the
tollowing: sidetracking, re-dnlling and change of a well status,
teplacement of assets or a pait of an asset. additions,
mmprovements, renewals or major overhauling that extend the
lite of the asset.
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(1)

(11)

(111)

(iv)

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

Petroleum in the following manner:-

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

"Development Expenditures”, imcluding those accumulated
prior to the Commercial Production Commencement, shall be
recoverable at the rate of twenty percent (20%) per annum
starting either in the Tax Year i which such expenditures are
mcurred and paid or the Tax Year in which the Conmimercial
Production Commencement occurs, whichever 1s the later date.
"Operating Expenses”, incurred and paid atter the Commercial
Production Conmmencement, shall be recoverable either 1 the
Tax Year in wlich such costs and expenses are incurred and
patd or the Tax Year i which the Commercial Production
Commencement occurs, whichever 1s the later date.

To the extent that, mn a Tax Year, costs, expenses o
expenditures recoverable per preceding paragraphs (1), (1) and
(111), exceed the value of all Cost Recovery Petroleum for such
Tax Year, the excess shall be carnied forward for recovery in
the next succeeding Tax Year(s) until fully recovered, but in
no case atter the termunation of this Agreement, as to
CONTRACTOR.
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(2)

(v) The recovary of costs and expenses. based upon the rates
referred to above, shall be allocated to each quarter
proportionately (one tourth to each quarter). However. any
recoverable costs and expenses not recoveraed m one quarter
as thus allocated, shall be carned torward tor recovery mn the
next quarter.

Except as provided m Article VIIa)(3) and Article VII(e)(1).

CONTRACTOR shall each quarter be entitled to take and own

all Cost Recovery Petrolenm, wlich shall be taken and disposed

of 1n the manmner detemnuned pursnant to Article VIIie). To the
extent that the valve of all Cost Recovery Petroleum [as
deternmuned m Article VII{c)] exceeds the actual recoverable
costs and expenditures, 1ncluding any canry forward under

Article VII(a)(1)1v). to be recovered 1n that quarter, then the

total value of such Excess Cost Recovery Petroleum shall be

pard by CONTRACTOR to EGAS eather (1) m cash in the
manner set forth i Aiticle IV of the Accounting Procechue

contamed m Amex "E". or (1) m kind i accordance with
Article VII(a)(3).

Ninety (90) days prior to the commencement of each Calendar
Year EGAS shall be entitled to elect by notice m writing to
CONTRACTOR to requume pavinent of up to one hundied
percent (1(H}%) of EGAS Excess Cost Recovery Petrolenm 1n
kind Such payvment shall be in Crude Onl from the Area F O B.
export terminal or other agreed delivery pomnt, provided that the
amount of Crude Q1 taken by EGAS 1n kind 1 a ¢uarter shall
not exceed the value of Cost Recovery Crude Oil actually taken
and separately disposed of by CONTRACTOR from the Area
cdurmg the previous quatter. If EGAS™ entitlement to receive
paviment of its Excess Cost Recovery Petroleum m knd 1s
Imuted by the foregoing provision. the balance of such
entitlement shall be paid in cash



YooQ iy Y0 3 (b)) Y7 suall = das Il 5y

vY

: @l buasddlf (ot )

Il T Wiy i o6 el G wiis ) IS

1l fo 2! Cau (1

381 o | ] Bl ot 4y ikl ged] ]
St deds il Sldadll (g il Sk AW
(/) (A (ot pry Jangza) (/5 ) o /2

a_,-‘:")U_,Z.....s- Opiany diaain| O 4 o yﬁic@!&_gi&ﬂwh
(Yo) (Ve) .‘L‘uij
R¥p 79 WY (FRESIS WOCH (IO 1 SN S SOPPREL b e [P

(¥o) (1) Lo Vo oven oo ol .

o5t Jot o Bl s of oon T

. ‘,ig,.oi Y3

5PN | Ostans Tonai| Vo - e ] deneS o w8 Rty e
(¥o) (10) Lo Joan Yo oo oo il
R¥p 7% WEY [FRCSIY WUCH INVEC N PR WE 10V SUC S B EREN B30, P
(Yo) (16) T by Yo v e
05N S| (s T | 0 - o IO ] oS o] ey 8 TSl
(Yo) (Vo) Meogs oo

R e B vy FETE

SR U I Sy S

. i . N gyl

RY<> PR SR FYCPR SOt 3 ARERERI TR 4 =R S gP R ENgEA R SOV i

(Yo) (no) Lo Jon ¥o oo o B0, i
Y5 7% Ve [FJESY JOUCN IV JPRIWC P [ SO g\ SAURRCY OO P
(Yo) (no) g g Yo oo e




vy

Y..4% L....,I,;ﬁ Yo U’f (c&b’) A 3“'-@)‘3&}'

() PRODUCTION SHARING
(1) The remaming sixty five percent (65%) ot the Petroleum shall
be divided quarterly between EGAS and the CONTRACTOR

based on Brent value and according to the tollowing shares.

(i) Crude Oil and Condensate:

Crude Oil produced and saved
under this Agreement and not| pFEage CONTRAC-
BRENT PRICE |used in Petroleum operations. | TOR'S
Barrel of Oil Per Day (BOPD)| SHARE % [orapE o
(quarterly average)
That portion or increment less than sixty five thirty five
5 000 BOPD 65 35
That portion or increment from 5 000 sixty five thirty five
BOPD and less than 10 000 BOPD 65 35
Less than or Equal to 40 | That portion  or increment from | sixty five thirty five
US$ 10 000 BOPD and less than 20 000 65 35
BOPD
That portion or increment ecqual to or | sixty five thirty five
more than 20 000 BOPD 65 35
That portion or increment from less sixty five thirty five
than = 000 BOPD 03 35
That portion or increment from 5 000 sixty five thirty five
More than 40 US$ and | BOPD andless than 10 000 BOPD 65 35
less than or ecual to 60 | That portion or increment from 10 000 sixty five thirty five
Us$ BOPD and less than 20 000 BOPD 65 35
That portion or increment ecual to or | sixty five thirty five
more than 20 000 BOPD 65 35
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That portion or increment less than| sty five thirty five

5 000 BOPD 65 35
More than 60 USS$ and That portion or increment from 5 000|  sixty five thirty five
lesss than or equal to 80 | BOPD and less than 10 000 BOPD 65 35

uss . , . . .

That portion or increment from 10 000| sty five thirty five

BOPD and less than 20 000 BOPD 65 35

That portion or increment ecqual to or|  sixty five thirty five

more than 20 000 BOPD 65 35

That portion or increment less than|  sixty five thirty five

5 000 BOPD 65 35

That portion o increment from 5 000| sty five thirty five
More than 80 US$ and | poypry 4nd less than 10 000 BOPD 65 3s
less than or equal to 100

That portion or increment from| sixty five thirty five

US$

10 000 BOPD and less than 20 000 65 35

BOPD

That portion or increment ecual to or|  sixty five thirty five

more than 20 000 BOPD 05 35
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That portion or increment less than seventy thirty
5 000 BOPD 70 30
That portion or increment from seventy thirty
5 000 BOPD and less than 10 000 70 30
BOPD
More than 100 US$ and | That portion  or increment from seventy thirty
lesist than or equal to 120 10 000 BOPD and less than 20 000 70 30
Uss BOPD
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
That portion or increment less than seventy thirty
5 000 BOPD 70 30
That portion or increment from seventy thirty
5 000 BOPD and less than 10 000 70 30
BOPD
More than 120 US$ and | That portion or increment from seventy thirty
less than or equal to 140 10 000 BOPD and less than 20 000 70 30
Uss$ BOPD
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
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That portion or increment less than seventy thirty
5 000 BOPD 70 30
That portion or increment from seventy thirty
More than 140 US$ and | _
5 000 BOPD and less than 10 000 70 30
less than or equal to 160
BOPD
uss , , ,
That portion o mcrement fram 10 000 seventy thirty
BOPD and less than 20 000 BOPD 70 30
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
That portion or increment less than seventy thirty
5 000 BOPD 70 30
That portion or increment from = 000 seventy thirty
More than 160 US$ and
BOPD and less than 10 000 BOPD 70 30
less: than or equal to 180 ) ) )
That portion o increment fram 10 000 seventy thirty
Uss$
BOPD and less than 20 000 BOPD 70 30
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
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More than 180 USS$ and | That portion or increment less than seventy thirty
less: than or equal to 5 000 BOPD 70 30
200 USS That portion or increment from 3 000 seventy thirty
BOPD and less than 10 000 BOPD 70 30
That portion or increment from 10 000 seventy thirty
BOPD and less than 20 000 BOPD 70 30
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
That portion or increment less than seventy thirty
5 000 BOPD 70 30
More than 200 US$ That portion or increment from 5 000 seventy thirty
BOPD and less than 10 000 BOPD 70 30
That portion or increment from 10 000 seventy thirty
BOPD and less than 20 000 BOPD 70 30
That portion or increment ecual to or seventy thirty
more than 20 000 BOPD 70 30
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(ii) Gas and LPG

Gas and LPG produced and

saved under this Agreement .t CONTR A-

BRENT PRICE |amd not used in Petroleum EEAS CTOR'S
operations. Standard Cubic Feet per| SHARE% SHARFE %
Day (SCFPD) (quartaly average).
That portion or increment less than | sixty five thirty five
100 Million SCFPD 03 35
That portion or increment from 100 sixty five thirty five
Million SCFPD  and less than 250 65 35
Million SCFPD

L han ot Egual to 40 That portion or increment from 250 sixty five thirty five

uss - :
Million SCFPD and less than 500 65 35
Million SCFPD
That portion or increment ecqual to or | sixty five thirty five
more than 500 Million SCFPD 65 35
That portion or increment less than | sixty five thirty five
100 Million SCFPD 03 35
That portion or increment from 100 sixty five thirty five
Million SCFPD  and less than 250 65 35
More than 40 US$ andless| ¢ ry 00 «oFpD

thran o equal 3050 TS5 That portion or increment from 250 sixty five thirty five
Million SCFPD  and less than 500 65 35
Million SCFPD
That portion or increment ecual to or | sixty five thirty five
more than 500 Million SCFPD 65 35
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That portion or increment less than | sixty five thirty five
100 Million SCFPD 65 35
That portion or increment from 100 sixty five thirty five
More than 60 US$ and less| Million SCFPD  and less than 250 65 35
than or equal to 50 Us$ | Million SCFPD
That portion or increment from 250 sixty five thirty five
Million SCFPD  and less than 500 65 35
Million SCFPD
That portion or increment ecual to or | sixty five thirty five
more than 00 Million SCFPD 65 35
That portion or increment less than | sixty five thirty five
100 Million SCFPD 63 35
That portion or increment from 100 sixty five thirty five
Mare than §0 US$ andless | Million SCFPD  and less than 250 65 35
than or equal to 100 Us$ | Million SCFPD
That portion or increment from 250 sixty five thirty five
Million SCFPD  and less than 500 65 35
Million SCFPD
That portion or increment ecual to or | sixty five thirty five
more than 00 Million SCFPD 65 35
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That portion or increment less than seventy thirty

100 Million SCFPD 70 30

That portion or increment from 100 seventy thirty
More than 100 US$ and lesg| Million SCFPD  and less than 250 70 30

than or equal to 120 US$ | Million SCFPD

That portion or increment from 250 seventy thirty

Million SCFPD  and less than 500 70 30

Million SCFPD

That portion or increment equal to or seventy thirty

more than 00 Million SCFPD 70 30

That portion or mcrement less than seventy thirty

100 Million SCFPD 70 30

That portion or increment from 100 seventy thirty
Morethan 120 US$ md less| Million SCFPD  and less than 250 70 30

than or equal to 140 US$ | Million SCFPD

That portion or increment from 250 seventy thirty

Million SCFPD and less than 500 70 30

Million SCFPD

That portion or increment equal to or seventy thirty

more than 500 Million SCFPD 70
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or more than 500 Million SCFPD

That portion or increment less than seventy thirty
100 Million SCFPD 70 30
That portion or increment from 100 seventy thirty
Million SCFPD  and less than 250 70 30
Maowe than 140 US$ andlesq Million SCFPD
than or ecual to 160 US$ | That portion or increment from 250 seventy thirty
Million SCFPD and less than 500 70 30
Million SCFPD
That portion or increment ecual to or seventy thirty
more than 00 Million SCFPD 70 30
That portion or increment less than seventy thirty
100 Million SCFPD 0 30
. ) seventy irty
That portion or increment from 100 i & thirty
. \ - . 70 30
Million SCFPD  and less than 250
Mare than 160 US$ andlessy Million SCFPD
, , i seventy thirty
than o ecuial to 180 USE | That portion or increment from 250 y
" . 0 30
Million SCFPD  and less than 500
Million SCFPD
seventy thitty
That portion or increment ecual to i
0 30
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That portion or increment less than seventy thirty
100 Million SCFPD 70 30
That portion or increment from 100 seventy thirty
Million SCFPD and less than 250 70 30
More than 180 US$ and less[Million SCFPD
than or ecqual to 200 TUS$ That portion or increment from 2350 seventy thirty
Million SCFPD and less than 500 70 30
Million SCFPD
That portion or increment equal to or seventy thirty
more than 500 Million SCFPD 70 30
That portion or increment less than seventy thirty
100 Million SCFPD 70 30
That portion or increment from 100 seventy thirty
Million SCFPD and less than 250 70 30
More than 200 US$ Million SCFPD
That portion or increment from 2350 seventy thirty
Million SCFPD and less than 500 70 30
Million SCFPD
That portion or increment equal to or seventy thirty
more than 500 Million SCFPD 70 30

where Brent value upon wlich shares are divided 15 the
quarterly average price expressed m U.S. Dollars per barrel for
Brent quoted in "Platts Crude O1l Market wire repoit”, in the
event that such average cannot be deternuned because "Platts
Crude O1l Market wire report” 15 not published at all during a
month, the Parties shall meet and agree the value of Brent by
reference to other published sources. In the event that there are
no such published sources or if the value of Brent cannot be
determined pursuant to the foregoing for any other reason,
EGAS and CONTRACTOR shall meet and agree ona value of Brent.

Such Production Shares referred to m Article VII (b) (1) (1) and
(11) above shall be taken and disposed of pursuant to Article VII(e).
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(2) After the end of each contractual Year during the term of any
(as Sales Agreement entered into pursuant to Article VII(e).
EGAS and CONTRACTOR (as sellers) shall render to EGAS
(as buyer) a statement for an amount of Gas, 1f any ., equal to the
amount by wlich the quantity of Gas of which EGAS (as buyer)
has taken delivery talls below seventy five percent (73%) of the
confract quantities of Gas as established by the applicable Gas
Sales Agreement (the "Shorttall™). provided that the Gas 1s
avatlable. Within sixty (60) davs of receipt of such statement,
EGAS (as buver) shall pay EGAS and CONTRACTOR ({(as
sellers) tor the amount of the Shortfall, 1t any. The Shorttall
shall be mcluded in EGAS™ and CONTRACTOR s entitlement to
Cras pursuant to Article VII (a) and (b) 1 the tourth (4“1) quarter
of such confractual Year.

Quantities of Gas not taken but to be paid tor shall be recorded
1n a sepatate "Take-or-Pav Accomnt " Quantities of Gas ("Make
Up Gas™y which are delivered m subsequent Years 1n excess of
seventy five percent (73%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
agalnst and reduce quantities of Gas 1n the "Take-or-Payv
Account” to the extent thereot and. to that extent, no pavment
shall be due 111 1espect of such Gas. Such Make Up Gas shall not
be mcluded in CONTRACTOR s entitlement to Gas pursuant to
Article VII (a) and (b), CONTRACTOR shall have no nghts to
such "Make Up Gas".

At the end of any contractual Year, if EGAS and
CONTRACTOR (as sellers) tail to deliver seventy-five percent
(75%) ot the annual contract quantity of Gas as defined 1 Gas
Sales Agreement with EGAS (as buver), provided that such
tatlure 13 cansed by CONTRACTOR, the ditference between
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seventy five percent (75%) of the annual contract quantity of
Gas and the actual delivered Gas quantity shall be referred to as
the "Deliver-or-Pay Shoitfall Gas". EGAS (as buver) shall have
the 11ght to take a quantity of Gas equal to the "Deliver-or-Pay
Shortfall Gas" and such quantity shall be valued with ninety
percent (90%) of the Gas price as defined in the Gas Sales
Agreement.

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

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

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

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

(1) Sales, whether duect or indirect, through brokers or
otherwise, of EGAS or CONTRACTOR to any
Affiliated Company.



Yoo iy YO 3 () Y il = s Sl 4 AN

o A Jusmald a5 Ueany gl N e o 55het5 ) oladl (Y
Fld O ol lael i 5] LIS by L Seldl 555 )
5eill oon ALY 3 omal) BT 3 g pur o Bolial! BpobassYl
IS Jlie oM Ciliagiea] (6,8 "Chous’ g yedl Do 5 T 0 pgil) oo ¥
Wi ol e s el i 30y el olud Yoo uelally Jad
W PRPINE R PO P [ SO PO 1 | PR P PPV [ DS g O
Sl Mand o ells b 5 ot Lo ol ol ] (slanms ]
o bagls o o S Ll B e "Gl e dous il
u"-‘:' "-L'%-" Jﬁ wl-' 3 ,'G'
R PO S SUNPE -3 IRPETIP I FRU PO (Y W TN 1
ol (e renty BB B, s ol 0 pie camys oL s
SN U Ca3ll on Jomo ] el Gl s o Lo Ly o sl
i) SN pernnt 3L ] gl y (WIS Bl s o0 o] oy
Ol il AT S gmald AL Bany Ay Sl el S s B,
sl i) ) J izl daanll I (g8 Lgmens ol i 3T L UL
b i il 3ol b Kalinio Ry p U7 () (dnanyil) oed | dibais ]
Ul aedl dedl 5 L3, )01 olanl! slazad po oS ddad py 2pde 240
G2 2 ba iy 43 Olaedl 0ds 5050 Sug 5 ol S a0 Y
Coll Gt ot o) s o LS DR s Y (madd! » Litaly) o1S0]
Kl cMdatdl « Ll Lls g oF o 50 azacgd s ollall L2
O SPREA| PLES R IE SR [ [ WA I NP E X PO 7% P
LT i b Gl Tas « oV s cculidl sl o el
et (g dale Lde Gl Jual el (o el 1 5 S s
feolh) gLl Bl 5 cal) ctl Slaad e 355 Sl ¢ o pidls



Y

Yoo i Dy YO 3 () Y saall = D J1 5y 4

(2) Sales involving a quud pro quo other than payment 1n a
freely convertible currency or motivated 1n whele or
1n part by considerations other than the nsual econonic
mncentives tor commercial arm’s length crude ol sales.

(1) It 15 understood that i the case of "CILFE" sales,

appropriate deductions shall be made tor transport and
mswmance charges to caleulate the F. O B. point of export
price, and alwavs taking mto account the appropriate
adjustment for quality of Crude Oul, fieight advantage or
disadvantage of port of leading and other appropiiate
adpstments. Market Price shall be determined separately
tor each Crude Ol or Crude Onl mix, and for each port of
loadmg.

(1¥) If during any calendar quarter, there are no such sales by

EGAS andior CONTRACTOR under the Crude Cnl sales
confracts 1n ettect. EGAS and CONTRACTOR shall
nutually agree upon the Maiket Price of the Bairel of
Crude Ot to be used tor such quarter, and shall be gmded
by all relevant and available evidence including current
prices 1n freely convertible currency of leading ciude oils

produced by major ol producing countiies (in the Arabian
Gult or the Mediterranean area). which are regularly sold
1 the open market according to actual sales contracts
terims but excluding paper sales and sales pronuses where
no cide o1l 18 delivered, to the extent that such sales ae
etfected under such terms and concdhtions (excluding the
price) not significantly different from those under wluch
the Crude O1l to be valued, was sold. and alwavs taling
mto consideration approprate adpustments for Ciude Oil
quality, tfreight advantage or disadvantage of port of
loading and other appropriate acdhustiments, as the case may
be, for differences m gravity, sulphw, and other factors
generally recogiuzed by sellers and puwchasers, as
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(V)

1eflected 1 ciude ol prices, transportabion mnety (94
davs msmance premuums, unusual 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 benefit of the
sellers at prevailing interest rates.

It 15 the mtent of the parties that the value of the Cost
Recovery Crude Ol shall reflect the prevailling maiket
price tor such Crude Oil.

[t either EGAS or CONTRACTOR considers that the
Market Price as deternuned under sub-paragrapli (1)
above does not retlect the prevailing market price or in the
event EGAS and CONTRACTOR fail to agres on the
Matket Price tor any Chrude Ol produced under tlus
Agresment for any quarter within fifteen (13) davs after
the end thereof. any party may elect at any tune thereatter
to subnut to a single arbitrator the question, what single
puice per Banel, m the arbitrator’s judgment, best
represents tor the pertinent quarter the Market Price tor
the Crude Ol 1 question. The arbitrator shall make s
deternunation as soon as possible tollowing the quarter in
quesfion. His deternunation shall be final and binding
upon all the parties. The arbitrator shall be selected in the
manner described below.

In the event EGAS and CONTRACTOR fail to agree on
the arbitrator witlun tlorty (30) davs trom the date any
party notifies the other that 1t has decided to subnut the
deternunation ot the Market Price to an arbitrator. such
atbitrator shall be chosen by the appointing authonty
designated 1n accordance with Article XXIVie), or such
other appointing anthonty with access to such expertise as
may be agreed to between EGAS and CONTRACTOR.
with regard to the quahifications tor arbitrators set torth
below. upon wittten application of one or both of EGAS
and CONTRACTOR. Copy of such application by one of
them shall be promptly sent to the other.
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The arbitrator shall be as nearly as possible a person with
an established reputation 1 the international petrolenm
imndustry as an expert m pricing and marketing crude ol 1n
imnternattonal conumerce. The arbitrator shall not be a
citizen of a country wluch does not have diplomatic
relations with the ARE  and the countryv(les) of
CONTRACTOR. He shall not be. at the tune of selection.
emploved by, or an arbitrator or consultant on a
contuming or frequent basis to, the American Petrolenm
Institute, the Orgamzation of the Petroleum Exporting
Countries  or  the Orgamzation of Arab  Petroleum
Exporting Countries, or a consultant on a contumung basis
to EGAS, CONTRACTOR or an Atfilated Company of
etther. but past occasional consultation with  such
compantes,  with  other  petroleum  companies.
govermmental agencies or orgamzations shall not be a
ground tor disqualification. He shall not be, at any fune
chiring the two (2) Years before lus selection, an emplovee
of any petroleum company or of any governmental agency
Ol orgaruzation.

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

The arbitrator shall male lus deternunation i accordance
with the provisions of tlus paragrapl., based on the best
evidence available to lnm. He shall review Crude O1l sales
contracts as well as other sales data and mtormation but
shall be fice to evaluate the extent to wluch any contracts,
data  or information 15 substantiated o1 pertinent.
Representatives of EGAS and CONTRACTOR shall have
the nght to consult with the arbitrator and furmish lam
wiitten materials, provided that the atbitrator may mmpose
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reasonable linutations on this nght. EGAS and CONTRACTOR,
each shall cooperate with the arbitrator to the fullest extent
and each shall insure such cooperation of its trading
companies. The arbitrator shall be provided access to
crude ol sales contracts and related data and mformation
which EGAS and CONTRACTOR or thewr trading
companies are able to make available and which 1n the
udgment of the arbitrator nught aid the arbitrator in
making a valid deternunation.

(v1) Pending Market Price agreement by EGAS and
CONTRACTOR or determination by the arbitrator, as
applicable, the Martket Price agreed for the quarter
preceding the quarter i question shall remain temporarily
m effect. In the event that either EGAS or CONTRACTOR
should mcur a loss by virtue of the temporary continuation
of the Market Price of the previous quaiter, it shall
promptly be retmbursed such loss by the other party plus
simple interest at the LIBOR plus two and one - half
percent (2.5%) per annum rate provided for in Article IV
(f) from the date on which the disputed amount(s) should
have been paid to the date of pavment.

(2) Gasand LPG

(1) The Cost Recovery and Production Shares of Gas, which i1s
disposed of for local market, according to a Gas Sales
Agreement between EGAS and CONTRACTOR (as sellers)
and EGAS (as buver) entered into pursuant to Article VII(e)
shall be valued, delivered to and purchased at a price, which
should be agreed upon between EGAS and CONTRACTOR
before the final signatwre of the related development lease.
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(1) The Cost Recovery and Production Shares of LPG produced

Where:

from a plant constiucted and operated by or on behalf of
EGAS and CONTRACTOR shall be separately valued for
Propane and Butane at the outlet of such LPG plant according
to the following formula (unless otherwise agreed between
EGAS and CONTRACTOR):

PLPG = (1L.95 PR

PLPG = LPG price (separately determined for Propane and

Butane) in U.S. Dollars per metric ton.

PR =The average over a period of a month of the figwes
representing the nud-point between the high and low
prices in U.S. Dollars per metiie ton quoted in
"Platt’s LP Gaswne" dwing such month for Propane
and Butane F.O.B Ex-Ref/Stor. West Mediterranean.

In the event that "Platt’s LP Gaswire" 15 1ssued on certain davs
during a month but not on others, the value of (PR) shall be
calculated using only those 1ssues which are published during
such month. In the event that the value of (PR) can not be
determined because "Platt’s LP Gaswire" 15 not published at all
curing a month, EGAS and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
sources. In the event that there are no such other published
somrces or 1f the value of (PR) can not be deternuned pursuant
to the foregoing for any other reason, EGAS and
CONTRACTOR shall meet and agree the value of (PR) by
reference to the value of LPG (Propane and Butane) delivered
F.O.B fiom the Mediterranean area.
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Such valuation of LPG 15 based upon delivery at the delivery
point specified in Article VII (e)(2){111).

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

(1v) In case Gas 15 disposed of for export by EGAS and
CONTRACTOR to a third party, pursuant to Article VII (e),
then the Cost Recovery Gas and the Production Shares of such
Gas shall be valued according to the netback price.

(v) The Cost Recovery and Production Shares of LPG disposed of
for export by EGAS and CONTRACTOR pursuant to Article
VII{e) shall be valued at its actual realized price.

(d) FORECASTS:

The Jomt Venture Company shall prepare (not less than mnety (90)
days prior to the beginning of each calendar semester following first
regular production) and funnish i wiiting to CONTRACTOR and
EGAS a forecast setting out a total quantity of Petrolenm that the
Joint Ventwre Company estimates can be produced, saved and
transported hereunder during such calendar semester 1 accordance
with good petroleum industry practices.

The Joint Ventwe Company shall endeavor to produce the torecast
quantity during each calendar semester. The Crude Ol shall be run
to storage tanks or offshore loading facilities constructed,
maintained and operated according to Government Regulations, by
the Joint Venture Company, in which said Crude Oil shall be
metered or otherwise measured for rovalty, and other purposes
requited by this Agreement. Gas shall be handled by the Jont

Venture Company 1n accordance with the provisions of Article VII(e).
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(¢) DISPOSITION OF PETROLEUM:

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

Notwithstanding anything to the contrary under this
Agreement, prionity shall be given to meet the requirements of
the A R.E. market from CONTRACTOR s share under Article
VII (a) and (b) of the Crude Oil produced from the Area and
EGAS or EGPC shall have the preferential right to purchase
such Crude O1l at a price to be deternuned pursuant to Article
VII(¢). The amount of Crude Oi1l so purchased shall be a
portion of CONTRACTOR s share under Article VII (a) and
(b). Such amount shall be proportional to CONTRACTOR s
share of the total production of crude o1l from the concession
areas 1n the ARE. that are also subject to EGASVEGP(C s
preferential right to pwchase. The payvment for such purchased
amount shall be made by EGAS in U.S. Dollars or 1n any other
freely convertible currency remittable by CONTRACTOR
abroad.

It 15 agreed upon that EGAS shall notity CONTRACTOR, at
least forty five (45) davs puor to the beginning of the calendar
semester, of the amount to be purchased cring such semester
under this Article VII(e)1).
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(2) With respect to Gas and LPG produced trom the Area:

(1)

(11)

Prionity shall be given to meet the requurements of the
local market as deternuned by EGAS. In case of
unavatlability  of  local market, EGAS  and
CONTRACTOR shall have the night to dispose of the
Gas 1n the following manner: -

- In case CONTRACTOR elects to dispose 1ts production
share of Gas or LPG by itself either for the local market
or for Export, The CONTRACTOR should have the
A R E. competent authorities™ approval.

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

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

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

(a) In the event no LPG plant 15 constiucted to process
such Gas, the delivery point shall be at the flange
connecting the Development Lease pipeline to the
nearest poimt on the National Gas Pipeline Giid
System as depicted 1 Annex "F" hereto or as
otherwise agreed by EGAS and CONTRACTOR.
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(b) In the event an LPG plant 15 constructed to process
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the outlet of such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant outlet,
CONTRACTOR shall through the JTomnt Ventwe
Company build a pipeline suitable for transport of the
processed Gas from the LPG Plant outlet to the
nearest poimt on the National Gas Pipeline Giid
System as depicted 1 Annex "F" hereto, or otherwise
agreed by EGAS and CONTRACTOR. Such pipeline
shall be owned 1n accordance with Article VIII (a) by
EGAS, and 1ts cost shall be financed and recovered
by CONTRACTOR as Development Expenditiwes
pursuant to this Article VIL

(1) EGAS and CONTRACTOR shall consult together to
determine whether to bwld LPG Plant to recover LPG
from any Gas produced hereunder. In the event that

EGAS and CONTRACTOR decide to buld such plant,

the plant shall, as 15 appropriate, be in the vicity of the

point of delivery as deternmuned 1n Article II and Article

VII{e)2)(11). The delivery of LPG for, rovalty and other

purposes required by this Agreement shall be at the outlet

of the LPG plant. The costs of any such LPG plant shall
be recoverable 1n accordance with the provisions of this

Agreement, unless the Miuinster of Petroleum agrees to

accelerated recovery.
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(1v) EGAS (as buver) shall have the nght to elect, by mnety
(9 davs  prior wntten notice to EGAS  and
CONTRACTOR (as sellers). whether pavment tor the
Gas wluch 15 subject to a Gas Sales Agreement between
EGAS and CONTRACTOR (as sellers) and EGAS (as
buver) and LPG produced from a plant constructed and
operated by or on behalt of EGAS and CONTRACTOR,
as valued 1 accordance with Article VII(¢). and to which
CONTRACTOR 15 entitled under the Clost Recoveary and
Production Sharning provisions of thus Article VII, shall be
macde 1) 1 cash or 2) m ki
Paviments 1 cash shall be made by EGAS (as buyer) at
itervals provided for i the relevant Gas Sales
Agreement 1 US  Dollars,  renuttable by
CONTRACTOR abroad
Paviments 1n kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR 13
entitled nto equuvalent Barrels of Ciude O1l to be taken
concurrently by CONTRACTOR from the Area, or to the
extent that such Crude O1l 15 msuthcient, Crude Oil from
CONTRACTOR s other concession areas or such other
areas as may be agreed. Such Crude Onl shall be added to
the Crude O1l that CONTRACTOR 15 otherwise enfitled
to litt under thus Agreement. Such equivalent Barrels
shall be calculated on the basis of the provisions of
Article VII(c) relating to the valuation of Cost Recovery
Crude Onl.

Provided that:

(aa) Pavment ot the value of Gas and LPG shall always
be made m cash i US. Dollars remittable by
CONTRACTOR abroad to the extent that there 1s
imsutficient Crude Oil available tor conversion as
provided for above:
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(bb) Pavment of the value of Gas and LPG shall alwavs
be made i kind as provided for above to the extent
that pavments 1n cash are not made by EGAS.
Pavments to CONTRACTOR (whether 1n cash or
kind), when related to CONTRACTOR s Cost Recovery
Petrolewn, shall be mcluded i CONTRACTOR s
Statement of Recovery of Costs and of Cost Recovery
Patroleum referred to m Article IV of Ammex "E" of
this Agreement.

(v) In case a long term Gas Sales Agreement 1s not entered (v)
between EGAS  (as  buver) and EGAS and
CONTRACTOR (as sellers) witlun three (3) Years from
the date of the notice of Commercial Gas Discovery
pursuant to Article III (¢) (unless shorter penod 15 agreed
upon by EGAS), EGAS (as seller) or EGAS and
CONTRACTOR (as sellers) shall have the night to take
and freely dispose of the quantity of Gas and LPG
respect of which the notice of Conmmercial Discovery has
been given by exporting such Gas and LPG. provided that
the A R E. competent authorities™ approval is grantec.

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

(vil) In the event that EGAS and CONTRACTOR agree to
accept new Gas and LPG producers to jomn 1n an ongoimng
export project, such producers shall have te contribute a
farr and equitable share of the mvestment made.

(vi)(aa) Upon the expuation of the tluee (3) Year period
reterred to mn Article VII(e}2)v), CONTRACTOR
shall have the obligation to exert its reasonable
efforts to find an export maiket for the Gas reserves,
provided that the A RE. competent authorities’
approval 13 granted.
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(bb) In the event that at the end of the tluee (3) Year

pertod referred to wnder  Article  VII(e)}2)(v).
CONTRACTOR and EGAS have not entered into a
Gas Sales Agreement, CONTRACTOR shall retain
1ts 11ghts to such Gas reserves tor a turther penod of
up to three (3) Years, subject to Article VIIe)2)
(vin)(cc), durmmg  wluch  penod EGAS  and
CONTRACTOR shall attempt to find a market tor
such Gas reserves.

(¢cc) In the event that CONTRACTOR 15 not exporting

the Gas and CONTRACTOR has not entered imnto a
Gas Sales Agresment prusuant to Article VII (e)(2)
prior to the expny of six (6) Year peniod from
CONTERACTOR s notice of Commerclal Gas
Discovery, CONTRACTOR shall surrender the Gas
reserves 1 respect of which such notice has been
given. It 1s understood that CONTRACTOR shall.
at any tume pnor to the expuy of the six (6) Year
pertod  from CONTRACTOR's notice  of
Commercial Gas Discovery of such Gas pusuant to
Article 1III, swrender such Gas  reserves, 1f
CONTRACTOR 15 not expating the Gas and
CONTRACTOR does not accept an offer of a Gas
Sales Agreement from EGAS within s1x (6) months
from the date such offer 15 made; provided that the
Gas Sales Agreement offered to CONTRACTOR
shall take into consideration the relevant techiical
and econonmuc tactors to enable a comimercial
contract, mcluding:

A sutticient debivery rate;

Delivery pressure to enter the National Gas Pipeline
Guid Svstem at the point of delivery,

Dehivered Gas quality specifications. not mone
stringent than those miposed or required for the
National Gas Pipeline Guid System:, and

The Gas prices as agreed upon according to this
Agreement
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(2)

(dcd) In the event that CONTRACTOR has not entered
Into a Gas Sales Agresment prwsuant to Article VII
(e}(2) or has not otherwise tound an acceptable
scheme for commercial disposal of such Gas, at the
time of the expuation of six (6) Years from
CONTRACTOR s notice of Commercial  Gas
Discovery or falling agreement with EGAS on Gas
chsposal at the expnation of the atoresaid s (6)
Yealr pertod, CONTRACTOR shall sunrender to
EGAS such Development Lease(s) i which such
Gas Discovery was made,

(1x) CONTRACTOR shall not be obligated to swrender a
Development Lease based on a Commercial Gas
Discovery, 1t Chiude il has been  discoverad 1n
commercial quantities in the same Development Lease.

OPERATIONS:

It following the reversion to EGAS of any nghts to Cirude Oil
hereunder, CONTRACTOR retams nghts to Gas i the same
Development Lease, or 1t, tollowing the suwrender of nights to Gas
hereunder, CONTRACTOR retamns rights to Crude Oil 1 the same
Development Lease, operations to zxplore for o explot the
Petrolewm, the rights to wliuch have been reverted or surendered
(Ol or Gas, as the case mav be) shall only be caried out by the
JTomnt Venture Company which shall act on behalt of EGAS alone,
unless CONTRACTOR and EGAS agree otherwise.

TANKER SCHEDULING:

At a reasonable tume prior to the commencement of Conmmercial
Production EGAS and CONTRACTOR shall meast and agree upon
a procedure tor scheduling tanker hiftings from the agreed upon
point of export.

ARTICLE VIII

TITLE TO ASSETS

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

(1) Land shall become the property of EGAS as soon as it 1s

purchased.
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(2) Title to fixed and movable assets shall be transterred
automatically and gracually from CONTRACTOR to EGAS as
they become sulyect to recovery i accordance with the
provisions of Article VIIL however, the tull title to fixed and
movable assets shall be transterred automatically  from
CONTRACTOR to EGAS when thenr total cost has been
recovered by CONTRACTOR i accordance with the
provisions of Article VII or at the tume of termunation of this
Agreement with respect to all assets chargeable to the
operations whether recovered or not, wlichever first occurs.
The book value of the assets created duning each calendar
quarter shall be communicated by CONTRACTOR to EGAS ar
by the Jomt Venture Company to EGAS and CONTRACTOR

withun thnty (30) davs of the end of each calendar quarter.

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

EGAS’ request or at the termuination of the Agreement.

(b) Duning the term of this Agreement, EGAS, CONTRACTOR and the
Tomt Ventwe Company are enfitled to the full use and enjoviment ot
all fixed and movable assets reterred to above 1n connection with
operations hereunder or under any other Petroleum concession
agreement entered into by the parties. In that case. proper accounting
adjustment shall be made. CONTRACTOR and EGAS shall not

dispose of the same except with agreement of the other.

¢) CONTRACTOR and the Jomt Venture Company may freely mimport

Y
A

into the A R.E.. use theremn and freely export at the end of such use,
machimery and equipments which they either r1ent or lease 1
accordance with good industry practices. mclhading but not limited to

the lease of computer hardware and sottware,
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ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGAS as a signature bonus the s of
twenty one nullion U.S. Dollars (§ 21 000 000) betore the Eftective
Date of the Concession Agreement after the relevant law 15 1550ed.

(b) CONTRACTOR shall pay to EGAS as a Development Lease bonus
the sum of one nullion U.S. Dollars ($ 1 0040 000) on the date of the
approval of each Development Lease.

(¢) CONTRACTOR shall pay to EGAS the sum of five nullion US.
Dollars (§ 5 000 000) as a Development Lease extension bonus on
the approval date of entry mnto the five (5) Year Extension Period
pwrsuant to Article ITT (d)(1m)(dd).

() CONTRACTOR shall pay to EGAS as an assigimment bonus on the
date of approval of each assignment requested by any of the
CONTRACTOR Members to any assignee 1 accordance with
Article XXI. 1n the following cases:

1) Durmg  any  Exploration period. m case CONTRACTORY
CONTRACTOR Member assigns tn whole or m pait of it's
nghts, privileges. duties and obligations to any assignee other
than an Aftfiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall pay to EGAS
the sum equivalent to ten percent (10%), valued m U.S. Dollars,
of the total financial commuitment of the then cmrent Exploration
phase during which the assignment 15 made and according to the
asslgned percentage.

1) Dwng any Development Penod, 1 case CONTRACTORY
CONTRACTOR Member assigns i whole or i part of 1t's
nghts, privileges, duties and obligations to any assignee other
than an  Atffiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR shall pay to EGAS
the sum of ten percent (10%). valued 1 U.S. Dollars. of the
value of each Assignment Deal which could be any of the
tollowing:

r—

- The financial value to be paid by the Assignee to the Assignor;
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- The tinancial value of shares or stocls to be exchanged between
the Assignor and the Assignes, or

- The tinancial commitments tor technical programs; on

- The hmancial value of the reserves, to be swapped between the
assignol and the assignee trom the Development Lease(s) areas, o

- Any other tvpe of deal to be declared.

111) During anyv Exploration phase and atter a Development Lease 13
granted, mn case CONTRACTOR/CONTRACTOR Member
assigns 1 whole o in part of 1t's nghts, pavileges, duhes and
obhigations to any assignee other than an Atfiliate Company ot
the same CONTRACTOR CONTRACTOR Member, CONTRACTOR
shall pay to EGAS the sum of the value of the assignment bonus
as mentionad m (1) and (n) above,

1v) In case of an assignment to an Atfiliate company of the same
CONTRACTOR! CONTRACTOR  Member  dummg  any
Exploration or Development phase; CONTRACTOR shall pay to
EGAS one hundred and fifty thousand US, Dollars (US$ 150 000),

During  any  Exploration  phase {(as 1t may be extended),
CONTRACTOR shall subnut to EGAS, at the begnuung of every
Financial Year, the sum of one hundied thousand U.S. Dollars

($ 100 000) as a tranung bonus to cover the tramng of EGAS
emplovees.

(1) CONTRACTOR shall pav to EGAS the sum of one nulhon ULS.
Dollars (§ 1 000 004) as a production bonus when the total average
dally production from the Area furst reaches the rate of five
thousand (5 (00) Barrels of O1l o1 equuvalent per day as tor a penod
of thurty (30) consecutive producing davs. Pavment shall be made
within fifteen (15) days thereatter.

(g) CONTRACTOR shall also pay to EGAS the additional sum ot one
mulbhon U.S. Dollars (§1 0404 000) as a production bonus when the
total average daly production trom the Area first reaches the rate of
ten thousand (10 O00) Baiels of Oill on equuvalent per day tor a
period of thuty (30) consecutive producing davs. Paviment shall be
made within fifteen (15) davs thereatter.

VS
b
A
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(l) CONTRACTOR shall also pay to EGAS the additional sum of one
mllion U8 Dollars (§ 1 000 000) as a production bonus when the
total average daily production trom the Area first reaches the rate of
twenty thousand (20 000) Bamrels of O1l or equivalent per day for a
pertod of thuty (30) consecutive producing davs. Payvment will be
made withun fifteen (15) davs thereatter.

-~ N
fp—
o

CONTRACTOR shall also pay to EGAS the additional sum of one
million U.S. Dollars (3 1 04040 000) as a production bonus when the
total average daily production from the Area first reaches the rate of
twenty five thousand (25 000) Bawrels of O1l or equivalent per day
for a pertod of thirty (30) consecutive producing davs. Paviment shall
be made witlhun fitteen (15) davs thereatter.

(1) All the above mentioned bonmses shall 1n no event be recovered by
CONTRACTOR.

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

(1) Gas shall be talken into account tor purpose of deternuning the total
average daily production trom the Area under Article IX (f-1) by
converting daily Gas delivered into equivalent bartels of daily Crude
1l production 1 accordance with the tollowing formula for each
unit of one thousand (1.000) standard Cubic Feet of Gas:

Equivalent Barrels of O1l Per MSCF=H x{1.167
W here:
N SCF = one thousand Standard Cubic Feet of Gas |

H = the number of nullion British Thermal Unts (MMBTU)
per MSCE.
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall mamtain an office in the 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 imimediately all local
wiitten directions given to them by the Government or its representatives
under the terms of this Agreement. All lawtul regulations issved or
hereatter to be 1ssued, which are applicable hereunder and not in contlict
with this Agreement, shall apply to the duties and activities of the

General Manager and Deputy General Manager.

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

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

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

(a) The JTant Venture Company shall take all proper measures, according
to generally accepted methods 1 use 1 the petroleum industry, to
prevent loss or waste of Petroleum above or under the ground in any
torm duning dulling, producing, gathering and distiibuting or storage
operations. The GOVERNMENT has the nght to prevent any
operation on any well, that 1t might reasonably expect would result

1n loss or damage to the well or the O1l or Gas tield.
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(b) Upon completion of the diilling of a productive well, the JToimnt
Ventwe Company shall intorm the GOVERNMENT o 1ts
representative of the tume when the well shall be tested and the
production rate ascertained.

(¢) Except 11 mstances where multiple producing tormations in the same
vell can only be produced economically through a sigle tubing
string, Petrolenm shall not be produced from nultiple O1l bearing
zongs through one string of tubing at the same tune., except with the
prior approval of the GOVERNMENT o its representative, winch
shall not be umreasonably withheld.

() The Jomnt Venture Company shall record data regarding the quantities
of Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose witlhin
thity (30) davs atter the data has been obtained Daily or weekly
statistics regarding the production trom the Area shall be available at
all reasonable tunes for exanunation by authonzed representatives of
the GOVERNMENT.

() Daily dulling records and the graphic logs of wells shall show the
quantity and tvpe of cement and the amount of any other materals
used in the well tor the purpose of protecting Petrolemm. Gas bearing
ol tresh water strata.

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

ARTICLE XII
CUSTOMS EXEMPTIONS

(a) EGAS., CONTRACTOR and the Jomt Ventwe Company shall be
pernitted to mport and shall be exempted from customs duties. any
taxes. levies ar tees (ncluding fees imposed by Muusterial Decision
No. 254 of 1993 1ssued by the Muuster of Finance. as now o
hereatter amended or substituted) of any natme and from the
importation rules with respect to the mmpartation of machinery.,
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(b)

equipnient, appliances, matenals, 1tems, means of transport and
transportation, electric appliances, awr conditioners tor otfices, field

housmg and facilities, electronie appliances, computer hardware and

software, as well as spare parts requured for any of the mmpoited
items. all subject to a duly approved certificate 1ssued by the
responstble representative nonmunated by EGAS tor such purpose,
stating that the wmported items are requued for conducting the
operations pursuant to this Agreement. Such certiticate shall be final
and binchng and shall antomatically result 1 the importation and the

exemption without any firther approval, delay or procechue,

Machinery, equipment, appliances and means of transport and
transportation tmported by EGAS™ | CONTRACTOR s and the Jomnt
Ventwe Company's confractors and sub-contractors  temporanly
engaged I any activity pursuant to the operations which are the
subject of thus Agreement. shall be cleared under the "Temporary
Release System"” without paviment of customs duties, any taxes,
levies o1 fees (ancluding tees mmposed by Mnusterial Decision No.
254 ot 1993 1s5ued by the Minister of Finance, as now or hereafter
amended or substituted) of any nature, upon presentation of a duly
approved certificate 1ssued by EGAS responsible representative
nominated by EGAS tar such purpose. stating that the mmpoited
items are requited for conducting the operattons pursuant to this
Agreement. Items set out 1 Article XII (a) mmported by EGAS',
CONTRACTOR s and the Jomnt Venture Company s contractors and
sub-contractors for the atoresaid operations, 1 order to be installed
or used permanently or consumed shall meet the conditions for
exemption set torth 1 Article XII(a) atter being duly certified by
EGAS™ 1esponsible representative to be used for conducting

operations pursuant to this Agresment.
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(¢) The expatitate emplovees of CONTRACTOR. the Joint Ventwe
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 linits of the provisions ot the
laws and regulations applicable 1n the A RE. However, personal

household goods and tfurmture (including one (1) car) tor each
expafrlate employvee of CONTRACTOR andior the Joint Ventwe
Company shall be cleared under the "Temporary Release System”
(without pavment of any customs duties and other ancillary taxes)
upon presentation of a letter to the appropriate customs authorities
by CONTRACTOR or the Jomt Ventwe Company approved by
EGAS responsible representative stating that the mimpoirted 1items are
imported tor the sole use of the expatiate emplovee and lus fanuly,
and that such imported 1tems shall be re-exported outside the A RE.
upon the repatriation ot the concerned expatitate emplovee.

() Ttems mmported mto the AR E.. whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the mmporting party at any tune after obtaumng
EGAS™ approval, which approval shall not be nnreasonably withheld.
withont any export duties, taxes or charges or any taxes or charges
from which such items have Dbeen already exempted, being
applicable. Such items may be sold within the A R.E. atter obtaining
the approval of EGAS. which approval shall not be unreasonably
withheld. In tlus event. the puchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
according to the condition and value of such ttems and the tantf
applicable on the date of sale, unless such 1tems have already been
sold to an Atfiliated Company of CONTRACTOR, if anv. or EGAS,
having the same exemption. or unless title to such items has passed
to EGAS.
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In the event of any such sale under tlns paragraph (d). the proceeds
from such sale shall be divided 1 the following manner:
CONTRACTOR shall Dbe entitled to reimbursement of its
unrecovered cost, if any, 1 such ttems and the excess, If any. shall
be pard to EGAS.

(&) The exemption provided for in Article XII{a) shall not apply to any
unported 1tems when 1tems of the same or substantially the same
kind  and  quality  are  manutactimed  locally, meet the
CONTRACTOR s andfor the Tamnt Venture Company s spectfications
for quality and satety, and are available tor tumely purchase and
delivery i the AR E. at a price not lugher than ten percent (10%)
more than the cost of the mmported 1tem, before customs duties but
atter freight and msurance costs, 1f any, have been added.

(1) CONTRACTOR, EGAS and thewr respective buvers shall have the
rght to freely expoit the Petrolewm produced trom the Area pursuant
to this Agreement, no license shall be required, and such Petroleun
shall be exempted from anv customs duties, any taxes, levies or any

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

(a) EGAS, CONTRACTOR and the Jomnt Ventwe Company shall each
maintain at theiwr business otfices m the A R E. books of account, 1m
accordance with the Accounting Procedwre 1 Amnex "E" and
accepted accounting practices generally used in the petroleum
incustry, and such other books and records as may be necessary to
show the work performed under this Agreement, mcluding the
amount and value of all Petroleum produced and saved hereunder.
CONTRACTOR and the Jomt Ventwe Company shall keep thewr
books of account and accounting records 1n U.S. Dollars.
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The Jomt Ventuwre Company shall fiwmsh to the GOVERNMENT or
1ts representatives monthly retimns showing the amount ot Petrolewun
produced and saved hereunder. Such retmns shall be prepared in the
form requured by the GOVERNMENT., or its representatives and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or 1its representatives witlun thuty (30) days after
the end ot the month covered in the retwn.

(b)Y The atoresaid books of account and other boolss and records reterred
to above shall be available at all reasonable times for mspection by
duly authonized representatives ot the GOVERNMENT .

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

of tts Tax Year not later than four (4) months after the
commencement of the tollowing Tax Year to show its net profit o1
loss trom the Petroleum operations under this Agreement tor such
Tax Year.
CONTRACTOR shall at the same tune subnut a vear-end Balance
Sheet tor the same Tax Year to EGAS The Balance Sheet and
financial statements shall be certiied by an Egyvptian certified
accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or the Jomt Ventwe Company shall prepare
and, at all times while this Agreement 1s 1n force, maimntain accurate
and current records of their operations in the Area. CONTRACTOR
andior the Jomt Ventwre Company shall furmish the GOVERNMENT
ol 1ts representatives. 1 conformity with applicable regulations or as
the GOVERNMENT or its representatives may reasonably requure,
information and data concermung thewr operations under this
Agreement. The Jomt Ventwre Company shall pertorm the functions
inchcated in this Article XIV m accordance with its 1ole as specified
in Article VI
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(b) CONTRACTOR andiar the Jomnt Ventre Company shall save and
keep a representative portion of cach sample of cores and cuttings
taken from dolling wells, to be disposed of. or forwarded to the
GOVERNMENT or 1ts representatives 1 the manner directed by the
GOVERNMENT. All samples acquued by CONTRACTOR andfor
the Jomt Venture Company for theu own puarposes shall be
consldered available for nspection at any reasonable tume by the
GOVERNMENT or 1ts 1epresentatives.

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

() Originals of records shall only be expoited with the pernussion ot
EGAS: provided, however, that magnetic tapes and any other data
which must be processed or analvzed outside the A R E. mayv be
exported 1f a momtor or a comparable record. 1t available, 1s
matntained m the A R E.. and provided that such exports shall be
promptly repatriated to the A RE. tollowimg such processing o
analysis on the understanding that they belong to EGAS.

(e) During the penod m which CONTRACTOR 13 conducting the
Exploration operations, EGAS™ duly authonzed representatives or
emplovees shall have the right to tull and complete access to the
Area at all reasonable tumes with the nght to observe the operations
bemg conductad and to mspact all assets, records and data Ikept by
CONTRACTOR. EGAS’ representatives o1 employees, 1n exercising
then 1ghts under the precechng sentence ot this paragraph (e), shall
not cause any harm to  CONTRACTOR's  operations.
CONTRACTOR shall provide EGAS with copies of any and all data
(including., but not limited to, geological and geophysical reports,
logs and well swmveys), information and interpretation ot such data,
and other relevant information m CONTRACTOR s possession.
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Duing  the penod m wlhich CONTRACTOR  conducts  the
Explotation operations, CONTRACTOR shall furmish EGAS wiath
monthly, gquarterly, senu-annual and annual techinical status reports.
For the purpose of obtamning new ofters, the GOVERNMENT and/or
EGAS may at the end ot any Exploration pertod, as 1t may be
extended pursuant to the provisions of Article V above, or at the date
of ternmunation of thus Agreement, whichever 1s eatlier, show any
other party geophysical and geological data with respect to the area
which CONTRACTOR has relimaqushed

ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible 1n law toward
thud parties tor any damage caused by CONTRACTOR s Exploration
operations and shall mdemmity the GOVERNMENT andior EGAS
against all damages tor wlich they may be held liable on account of any
such operations.

However, in the event that any damage results as a consequence of the
1ssuance of any order, regulation or dwection of the GOVERNMENT of
the A K. E whether pranlgated m the foim of a law or otherwise, then EGAS
and / or CONTRACTOR shall be exempted trom the responsibility resulting
from the non-performance or delay 1 pertormance of any obligation
under this Agreement as long as such non-performance or delay
performance 15 ansing out of the 1ssuance ot such orders, regulations or
laws withm the hnmts wnposed by such orders. regulations or laws.
EGAS and / or CONTRACTOR shall be granted the necessary period for
the restoration of any damage resulting trom the non-performance or the
delay i pertormance. provided that such granted period shall be added to

the term of the relevant period of this Agreement at that tune and shall be
restricted to the Block(s) atfected by such orders, regulations or laws and

shall not exceed the pertod of delay referred to above.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT shall have
access to the Area coverad by thus Agreement and to the operations
concducted thereon.  Such representatives may examine the books,
registers and records of EGAS., CONTRACTOR and the Jont Venhue
Company and maks a reasonable munber of smveyvs, drawings and tests
tor the praupose of entorcing this Agreement. They shall, tor this purpose.
be enfitled to make reasonable use of the machinery and mstiuments of
CONTRACTOR or the Jomnt Venture Company on the condition that no
danger or umpedument to the operations hereunder shall arise dwectly o
imnduectly from such use. Such representatives shall be given reasonable
assistance by the agents and emplovees of CONTRACTOR or the Jomnt
Ventwe Company so that none of their achivities endanger or hander the
safety o1 etficiency of the operations. CONTRACTOR or the Jomt
Ventwe Company shall ofter such representatives all privileges and
facilities accorded to its own emplovees 1n the field and shall provide
them. free of charge, the use of reasonable otfice space and of adequatelv
furnished housing while they are 1 the field for the purpose of
tacilitating the objectives of tlhus Article XVL Withont prepadice to Article
XIV(e). any and all intormation obtamed by the GOVERNMENT or 1ts
representatives under this Article XVT shall be kept confidential with
1espect to the Area.

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

(a) It 15 the desire of EGAS and CONTRACTOR that operations
hereunder be conducted 1n a busimess-like and etficient mannear:

(1) The expatitate admmustrative, protessional and  teclmical
personnel emploved by CONTRACTOR or the Joint Venhure
Company and the personnel of 1ts contractors tor the conduct of
the operations hereunder, shall be granted a residence as
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provided tor m Law No §9 of 1960, as amended, and
Muusterial Order Noo 8180 of 1996, and CONTRACTOR
agrees that all imnmugration. passport, visa and emplovment
regulations of the AR E. shall be applicable to all alien
emplovees of CONTRACTOR working i the ARE.

(2) A nmumnnmum of twenty five percent (25%) of the combined
salartes and wages of each of the expatiate adnumstrative,
professional  and  teclimcal  personnel  emploved by
CONTRACTOR or the Jomt Ventwe Company shall be paid
monthly i Egyvptian curency.

(by CONTRACTOR and the Jomt Ventwre Company shall each select 1ts

emplovees and determine the number thereot, to be used tor
operations hereunder.

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

carry out speclalized frauung programs tor all its emplovees 1n
AR E. engaged 1 operations hereunder with respect to applicable
aspects of the patroleum industiy, CONTRACTOR and the Jomt
Ventire Clompany undertake to replace gradually their non-executive
expatriate staff by qualified nationals as they are available.

ARTICLE XVI1I1I
LAWS AND REGULATIONS

(a) CONTRACTOR and the Jomnt Ventwe Company shall be subject to

(b)

Law No. 66 of 1953 (excluding Article 37 thereof). as amended by
Law No. 86 of 1956 as amended. and the regulations 1ssued tor the
implementation thereot, including the regulations tor the sate and
etficlent pertormance of operations carred out for the execution of
this Agreement and tor the conservation of the Petrolenm resowmces
of the ARE; provided that no regulations or mochfication or
interpretation thereot are confrary to or inconsistent with the
provisions of this Agreement.

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



*--*:Lmlgx*ouﬁ(eb') A 3-\3)'-@)‘3&}' Voo

oolre] ad Sl il o g (5) AL BN S w359 Lo o Lzl (g )
P (M ¢l o g My 3 i) DB 0 B8l 3205 I
g ey Shadll g oo B s St 1l 5 ol 0 5 i SE
sorl priah ol azets oT Jg 2 0 Condl o B Al 31l BBl il e
sl (LPG) JLull Jgmdl 5L o iiog il 13STy ks ol 5 nitas of amlssf
loills ) Slrssr o oo ol oScas (N T il g o531 S
s eld ke Loy i lacdl SLaIly Ol 11 @by bly daihl oo ) last
35> Y ooz il o ol oLl s o ol mio &l oon Lial J L
AUl e o ol oo Joal) el

0559 Lglarl lob i, Ll 13U 0 conps Sl pulonal ooy G ()
SV Y b of L oS W Lo Tad, 25U b P dasls
Lt &b ) Ok (Yl by 55,83 33 lactl SLBYI o 00,00 o el
b BN

ot Aol SIS BLIN e o gl lia s 372t 38,801 Jolihl pdslie piainy ()
e g raie el () 3ot Tt Bl DY e oo i3l ods 3
en S 1yt il Bl il L] on e slins 48t 48,805 Ll
DUSREPE R {F7 AT JOPL F DPUE PP OT-s JrY VST PR JRA
nFIPRe

o dgliey LS, a3 adly Joldlly ulow] iar des Ui ds (253, (5 )
N Uy (A1 Ligdh iradl o gy IS oo pariadl OB (o 00435l
3 s 5,0 ety it Lo k] il ) Lt i

Gemdad oy b Lisl JS el 5 Bl 5aUI e (0) 5,3l JYSYI 30 (5)
S ety oty pulons] (1 AB Y] 0ds et i iad) g0 gl ] il
i) il ol ol el S5 (b Ul o i slins g 5Ly 45 2
s Lloes Jog o1 Jortad opo Ll ks Loy Ll



TRNE PR S IO RIVE PR pU 0 I ARV ORI ETRFY

(C)

Except as provided m Article III{g) for Income Taxes. EGAS.
CONTRACTOR and the Jont Venture Company shall be exempted
from all taxes and duties, whether imposed by the GOVERNMENT
or nunicipalities inchuding among others. Sales Tax, Value Added
Tax and Taxes on the Exploration, Development. extracting,
producing. exparting or transporting ot Petrolenm and LPG as well
as any and all withholding taxes that nught otherwise be mmposed on
chividends, interest, techimcal service tees, patent and trademark
rovalties, and smmilar items. CONTRACTOR shall also be exempted
from any tax on the hquidation of CONTRACTOR, ar distriibutions
of any mcome to the shareholders of CONTRACTOR. and from any
tax on capital.

(d) The nights and obhigations of EGAS and CONTRACTOR under, and

for the effective term of this Agreement shall be governed by and
accordance with the provisions of this Agreement and may only be
altered or amended by the written mutual agreement ot the said
contracting parties and according to the same proceches by wluch
the original Agreement has been 1ssued.

(e) The contractors and sub-contractors of CONTRACTOR and the Joint

Ventiwe Company shall be subject to the provisions of this
Agreement wluch atfect them. Without prejudice to Article XVIII
(b) above, 1f regulations wluch are duly 1ssued by the
GOVERNMENT apply from tume to tume and are not in accord with
the provisions of this Agreement. such regulations shall not apply to
CONTRACTOR, the Jomnt Ventwre Company and their respective
contractors and sub-contractors, as the case mayv be.

(f) EGAS, CONTRACTOR. the Jomt Venture Company and then

()

respective contractors and sub-contractors shall for the purposes of
this Agreement be exempted from all professional stamp duties.
mmposts and levies imposed by svncheal laws with respect to then
documents and activities hereunder.

Without prejudice to Article XVIII (b) above, all the exemptions
from the application of the A RE. laws o regulations granted to
EGAS. CONTRACTOR. the Jomt Venture Company. then
contractors and sub-contractors under tlus Agreement shall include
such laws and regulations as presently 1 effect or as thereafter
amended or substituted
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ARTICLE XIX

STABILIZATION
In case of changes 1 existing legislation or regulations applicable to the
concuct of Exploration. Development and production of Petroleum,
which talce place after the Etfective Date, and which signiticantly attect
the econonuc mferest of tlus Agreement to the detiiment of
CONTRACTOR or wlich mmposes on CONTRACTOR an obhgation to
renut to the ARE. the proceeds from sales of CONTRACTOR s
Patrolemun, CONTRACTOR shall notity EGAS of the subject legislative
or regulatory measwee as well as 1ts consequent ettects that may cause the
destabilization of the Agreement. In such case, the parties shall negotiate
appropriate modhiticattons to tlhus Agreement designed to restore the
econonue balance thereof which exusted on the Etfective Date.
The parties shall use then best etforts to agree on the appropnate
amenchments to this Agreement witlhun mnety (94) days tfrom atoresaid
notice,
These amendments to this Agreement shall 1n any event neither decrease
not mcrease the nghts and obligations of CONTRACTOR as these were
agreed on the Effective Date.

In the event the parties faill to reach an agreement duing the penod
referred to above i tlhus Article, such dispute shall be referred to the
genetal 1tules 1 seftling the disputes stated m Article XXIV of tlas
Agleement.

ARTICLE XX
RIGHT OF REQUISITION

(a) In case of nattonal emergency due to war or imminent expectation of
war or mternal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and requme
the JTomnt Ventwe Company to mcrease such production to the utimost
possible maximum. The GOVERNMENT may also requisition the
Ol and/or Gas tield itselt and, 1f necessary, 1elated tacilities.
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(b) In any such case. such requusition shall not be etfected except after
mviting EGAS and CONTRACTOR or thew representatives by
tegistered letter, with acknowledgement of receipt, to express then
views with respect to such requisition.

(¢) The requusition of production shall be ettected by Mumsterial Order.
Any requusition of Onl and/or Gas tield itselt, or any related tacilities.
shall be etfected by a Presidential Decree duly notified to EGAS and
CONTRACTOR.

(d) In the event of any requsttion as provided ftor above, the

GOVERNMENT shall indenuufy in tull EGAS and CONTRACTOR
tor the penod during which the requsition 1s mamtamed, imncluding:

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

GOVERNMENT less the rovalty share of such production.

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

ARTICLE XXI

ASSIGNMENT

(a) Netther EGAS nor CONTRACTOR may assign to a person, fum or

corporation, i whoele or m part, any of its rights, privileges. duties or
obhigations wnder this Agreement aither duirectly or incdrectly without

the wiitten approval of the GOVERNMENT., and 1n all cases prionty
shall be given to EGAS. 1t 1t so deswe, to obtaimn such imnterest
intended to be assigned {except assignment to an Atfiliated
Company of the same CONTRACTOR Member).
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(b) Without prejudice to Article XXI (a), CONTRACTOR mayv assign all

(c)

(d)

o1 any of 1ts 1ights, privileges, duties and obhgations under this
Agresment to an Affiliated Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notity EGAS and the
GOVERNMENT 1n writing and obtain the wiitten approval of the
GOVERNMENT on the assigiunent.

In the case of an assignment either 1n a whole or m a part to an

Atfiliated Company. the assignor together with the assignee shall

remalin jomntly and severally hable for all duties and obhgations of

CONTRACTOR under this Agreement provided such Atfiliated

Company remains 1n the same capacity as an Affiliated Company.

To enable consideration to be given to any request tfor such

GOVERNMENT 5 consent refteired to i (a) o (b) above, the

tollowing condhitions must be fulfilled:

(1) The obhgations of the assignor denving from this Agreement
must have been duly tulfilled as of the date such request 1s
made,

(2) The msttument of assignmment nmust include provisions stating
precisely that the assignee 1s bound by all covenants contamed
i this Agreement and any modifications or additions in writing
that up to such tume mav have been made.

A draft of such mstiument of assignment shall be submuitted to
EGAS tor review and approval betore being tormally executed.

(3) The assignor(s) must subnut to EGAS reasonable documents that
evidence the assignee’s tinancial and teclical competence.

Any assignmment, sale, transter or other such convevance made

pursuant to the provisions of thus Article XXI shall be free of any

transter. capital gains taxes or related taxes. charges or fees

including without hnntation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty. or other Taxes or stnular paviments.
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() Once the assignor and a proposed thard party assignee, other than an
Atfihated Company. have agreed the final conditions of an
assignient, the assignor shall disclose m  details such final
conditions 1 a written notificatton to EGAS. EGAS shall have the
1ight to acquure the mterest intended to be assigned. 1f, within mnety
(90) days from assignor’s wriitten notification. EGAS delivers to the
assignor a wiritten notitication that 1t accepts the same conditions
agreed to with the proposed third party assignee. It EGAS does not
deltver such notification within such ninety (90) day penod, the
assignor shall have the night to assign to the proposed thued party
assignee, subject to the Government approval under paragraph (a) of
this Article.

(1) As long as the assignor shall hold any mterest under tlhus Agreemennt.
the assignor together with the assignee shall be jontly and severally
liable for all duties and obligations of CONTRACTOR under this

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

by Order or Presidential Decree. with respect to CONTRACTOR, m

the tollowing mstances:

(1) It 1t has lmowingly subnutted anyv false statements to the
GOVERNMENT which were of a material consideration for the
execution of this Agreement.

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

(3) It 1t 15 adjuchcated bankiupt by a conrt of competent puisdiction,

(4) It 1t does not comply with any final decision reached as the result
of court proceedigs conducted under Article XXIV(a).
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(3) If 1t mtentionally extracts any nuneral, other than Petroleum. not
authorized by tlus Agreement o1 without the authorization ot the
GOVERNMENT, except such extractions that mayv  be
unavoldable as the result of the operations conductad hereunder
in accordance with accepted petrolenm industry practice and
wlnch  shall bz notitied to the GOVERNMENT or s
representative as soon as possible.

(6) It 1t comnuts any material breach of tlus Agreement ar of the
provisions of Law No. 66 of 1933, as amendead by Law No. 86 of
1956 as amended.; provided that they. are not contradicted by the
provisions of this Agreement.

Such cancellation shall talee place without prejudice to any 11ghts
which may have acciued to the GOVERNMENT against
CONTRACTOR 1 accordance with the provisions of tlus
Agreement  and, 1m the event of such  cancellation,
CONTRACTOR, shall have the nght to remove from the Area
all 1ts personal property.

(b)y If the GOVERNMENT dzems that one of the atoresaid causes (other
than a torce majewre cause referred to m Article XXIII) exusts to
cancel tlus  Agreement. the GOVERNMENT  shall give
CONTRACTOR mnety (90) davs written notice personally served
on CONTRACTOR's General Manager. 1m the legally othicial
mannetr and recaipt of which 15 acknowledged by him or by his legal
agents, to remedy and remove such cause. But it for any reason such
service 15 mmpossible  due to un-notified change of addiess,
publication 1n the Otficial Journal of the GOVERNMENT of such
notice shall be considered as valid service upon CONTRACTOR. If
at the end of the said mnety (90) davs notice peniod such cause has
not been remedied and removed. this Agreement may be canceled
torthwith by Order o Presidential Decree as aforesaid. Provided
however, that i1f such cause. or the tailure to remedy o1 remove such
cause, results from any act or onussion of one party, cancellation of
this Agreement shall be etfective only against that party and not as
agamst any other party hereto.
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(a)

(b)

ARTICLE XXIII
FORCE MAJEURE

The non-partormance or delay 1 pertormance by EGAS and
CONTRACTOR., or either of them. of any obligation under tlus
Agreement shall be excused 1f, and to the extent that. such
non-performance or delay 1s caused by force majeure. The period of
any such non-performance or delay, together with such period as
may be necessary tor the restoration of any damage done during such
delay, shall bz added to the time given m this Agreemeant tor the
performance of such obligation and for the pertormance of any
obhigation dependent thereon and consequently. to the term of tlus
Agreement, but only with respect to the Exploration or Development
Block(s) atfected.

"Force Majeure” witlun the meamng of tlus Article XXIII, shall be
any act of God. mswrection, not, war, stiks, and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of EGAS and CONTRACTOR or either of them. whether
or not smmlar to the foregoimng, provided that any such cause 13
bevond the reasonable control of EGAS and CONTRACTOR, or

elther of them.

(¢) The GOVERNMENT shall meur no responsibility whatsozver to

EGAS and CONTRACTOR., or either of them. for any damages. or
losses arsing 1 consequence of such case of torce majewre

heremnattar reterred to 1 thus Article.

(d) It the torce majewre event occurs during the first Exploration penod

o1 any extension thereot and continues 1 etfect for a perod of s1x
(6) months, CONTRACTOR shall have the option upon mnety (91))
davs prior wiritten notice to EGAS to terminate 1ts obligations

hereunder without turther liability of any kind.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

(a)  Any dispute, controversy or claim arsing out ot or relating to this
Agreement or the breach, tetnunation or mvalidity thereot, between
the GOVERNMENT and the parties shall be referred to the
nurisdiction of the competent cowts n A R.E. and shall be finally
settled by such cowts.

(b) Any dispute, controversy or claim arising out of or relating to thus
Agreement. o1 the breach, ternunation or mvalidity thereot, between
EGAS and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitratton Rules of the Cairo Regional Center
tor International Clommercial Arbitration (the "Clenter”) 1n effect on
the date of thus Agreement. The award of the arbitrators shall be
tinal and binding on the parties.

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

(d) Each party shall appoint one (1) arbitrator. It, withun thuty (30) days
after receipt of the clatmant’™s notification of the appointment of an
arbitrator the respondent has not notitied the clanmant i wiiting ot
the name of the arbitrator he appoints, the clanmant may request the
Clenter to appoint the second arbitrator.

() The two (2) arbitrators thus appomted shall choose the thud
arbitrator who shall act as the presiding arbatrator ot the tubunal. It
within  thaty (30) davs atter the appomtment of the second
arbitrator, the two artbitiators have not agreed upon the choice of the
preswding arbitrator, then zither party may request the Secretary
General of the Permanent Court of Arbitration at The Hague, the
Netherlands to designate the appointing authoenty. Such appointing
authority shall appomt the presicing arbitrator in the same way as a
sole arbitrator would be appomnted under Article 6.3 of the
UNCITRAL Arbitration Rules. Such presiding arbitiator shall be a
petson of  a  nationality  other than the ARE or the
CONTRACTOR s nationalityv(ies) and of a counby which has
diplomatic relations with both the A R.E. and the CONTRACTOR s
comfryv(ites) and who has no econonuc mterest i the Petrolewun
business of the signatories hereto.
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(1)

(£)

(b

Unless otherwise agreed by the parties to the arbitration, the
arbitration, including the making of the awand, shall take place in
Cawo, ARE. .

The decision of the arbitrators shall be final and binding upon the
Parties, including the arbitration fees and all related 1ssues and the
execution of the arbitrators decision shall be referred to the
competent courts according to the Egyptian laws.

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

Arabic languages.

(1) If. for whatever reason, arbitration in accordance with the above

procedure can not take place, EGAS and CONTRACTOR will

transfer all disputes, controversies or claims arsing out of or relating

to this Agreement or the breach, ternunation or ivalidity thereof

shall be settled by ad hoc arbitration in accordance with the

UNCITRAL Arbitration Rules 1n effect on the Effective Date.
ARTICLE XXV

STATUS OF PARTIES

44444

CONTRACTOR hereunder shall be several and not joint or
collective, 1t being understood that this Agreement shall not be
construed as  constituting an  association or corporation  or

partnership.

(b)y Each CONTRACTOR Member shall be subject to the laws of the

place where 1t 15 mcorporated regarding 1ts legal status or creation,
orgamzation, charter and by-laws, shareholding and ownershup.
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Each CONTRACTOR Member’s shares of capital which are entuely
held abroad shall not be negotiable 11 the A R E. and shall not be
offered tor public subscription nor shall be subject to the stamp tax
on capttal shares nor any tax or duty 1 the A RE . CONTRACTOR
shall be exempted trom the application ot Law No. 139 of 1981, as
amendead.

(¢) All CONTRACTOR Members shall be jomntly and severally liable tor

the pertormance ot the obligations of CONTRACTOR under this
Agresment
ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or the Jomt Venture Company, as the case mayv be, and

then contractors shall:

(a)

(b)

Giive prionty to local contractors and sub-contractors, including
EGAS Affillated Companmes, as long as thew performance 1s
comparable with mternational performance and the prices of thewr
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent (10%%).

Give preterence to locally manutactured imaterial, equipment.
macliery and consumables as long as then quality and time of
delivery are comparable to internationally available matenal.
eqquupment, maclunery and consumables. However, such matenal.
equupment, machinery and consumables mayv be wnported tor
operations conducted hereunder 1f the local price of such tems at
CONTRACTOR s or the Jomt Venture Company s operating base 1n
the A K E. 1s more than ten percent (10%%) lugher than the price ot
such mported 1tems before customs duties, but after transportation

and imswurance costs have been added.



Yoo i Ty Y0 3 () Y sl = Gmw B WY,

(g9 piansly dmubua! Bald ! )
&AW el

Sl Wl sl o L3 sde s b a0 13UV 83 o]
Sl A= ¥ Wl 3 il celds o oo gyl s iy ooy (g decaind
IS S g S A g teadls Tongl 5001 ad Uidy Syl uloma] o et
L3N dn Jaol o s 3 5000 s Lot 50505 55 EYls ] et

( (g9 plamdfy Kupll! Ballf )

AL A

e s 3l o Bale JSU de o bl gl o) le oo ] s}y s
skl 038 s T gaad S iy o35 L3I S1LEY Mg

(g9 plmdly amaaliff Sall))

AT dgSalt alais

Sl o 5530 siea ol s o Lo LT e Y dasls 5Ll sdn (050Y
s o hda, LY sds Je a8yt Jymdl o3 dobe ppz (B aeazidl
danps L) s o S g it ol oo Al iy o 31 0 p5l01 33 JulS LY
Ul elonals Ka Sl oo LY a5

dhud (W13} g ) s (g o
: e

dataddal! Sl JA R A el S pl

s
1 it 4 900
g

2‘6!»)1.73'



WA Y ATy Yo B () Y sl = da B 4

ARTICLE XXVII
TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of ARE., be refarred to in construing or interpreting this Agreement;
provided, however, that 1 any arbitration pursuant to Article XXIV
herein above between EGAS and CONTRACTOR the Enghsh and
Arabic versions shall both be referred to as having equal force in
construing or interpreting this Agreement.
ARTICLE XXVIII
GENERAL

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

ARTICLE XXIX
APPROVAL OF THE GOVERNMENT

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

BP EXPLORATION (DELTA) LIMITED
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GAS HOLDING COMPANY
AND
BP EXPLORATION (DELTA) LIMITED
IN
NORTH TINEH OFFSHORE AREA
MEDITERRANEAN SEA
A.R.E.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

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

(1: 600 004 showing the Area covered and affected by this Agreement.

The acreage of the Area measures approximately two thousand and four
hundred square kilometers (2400 km?). It consists of all or part of
Exploration Blocks, the whole Blocks are defined on three (3) minutes

latitude by three (3) mimutes longitude grid.

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

featines.
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Coordinates of the corner points of the Area are given m the tollowing
table wlich forms an integral pait of this Annex "A":-
BOUNDARY COORDINATES
OF
NORTH TINEH OFFSHORE AREA
MEDITERRANEAN SEA

Coordinates
No. Latitude (North) Longitude (East)
1 32709 00" 327 5400
2 317 43 007 327 54 O
3 317 43 00" 327 517 00"
4 31 460 00" 327 510 007
3 31 460 00" 327497 00"
6 310 47 (0" 327497 00
7 310 47 007 327407 00"
8 317 460 007 327407 00"
9 317 460 007 327 387 00"
10 317 43 (0" 327 387 00
11 317 437 007 327 367 00"
12 31748 007 327 367 00"
13 31748 007 327250 00"
14 317 500 00 327257 00"
15 31° 500 00" 327 24 00"
16 ) Y 327 240 00"
17 317 510 007 327227 00"
13 317 527 00 327 227 400"
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AMMNEX B
MAF OF THE COMNCESSION AGREEMEMT
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ANNEX "C"
BANK LETTER OF GUARANTEE

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

The undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to the EGYPTIAN NATURAL GAS HOLDING COMPANY
(herematter referred to as “EGAS™) to the lmut of one hundred and
twenty mullion U.S. Dollars (§ 120 000 0040), the performance by BP
EXPLORATION (DELTA) LIMITED (hereinatfter referred to as "BP"
or “CONTRACTOR™) of its oblhigations requued tfor Exploration
operations to spend a nuninmum of one hundred and twenty mullion U.S.
Dollars (§ 120 000 000) during the three (3) Years of the fust
Exploration  period under Article IV of that certaimn Concession
Agreement (hereinatter referred to as the “Agreement™) covering that
Area described 1 Annexes “A™ and “B7 of said Agreement, by and
between the Arab Republic of Egyvpt (hereinafter referred to as “A R.E™),
EGAS and CONTRACTOR, 1 North Tineh Offshore Area

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

It 15 understood that this Guarantee and the hiability of the Guarantor
hereunder shall be reduced quarterly, during the penod of expenditure of
sald one hndred and twenty million U.S. Dollars (§ 120 000 000) by the
amount of money expended by CONTRACTOR for such Exploration
operations during each such quarter and approved by EGAS. Each such
recduction shall be established by the joint wiitten statement to the
Guarantor by EGAS and CONTRACTOR.
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[n the event of a claum by EGAS of non-pertormance or surrender of the

Agreement on the part of CONTRACTOR prror to tulfllment of said

mimninmm expenditiwe obhgations under Article IV of the Agreement,

there shall be no hability on the undersigned Guarantor for paviment to

EGAS unless and wntil such hability has been established by wiitten

statement of EGAS setting torth the amount due under the Agreement.

[t 15 a further condition of tlhus Letter of Guarantee that:

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

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

(a) Three (3) Years and six (6) months atter the date 1t becomes
effective, or

s o

(b) At such tume as the total of the amounts shown on quarterly joint
statements of EGAS and CONTRACTOR equals or exceeds the
amownt of sard muunnun expenchtine obhgation, whichever 1s earlier.

(3) Consequently, any clamm. 1n respect thereof should be made to  the
Craarantor paor to etther of saicd expiration dates at the latest  acconipaned by
EGAS™ witten statement, setting torth the amount of wnder expenchture
by CONTRACTOR to the effect that:

(a) CONTRACTOR has falded to perform its  expencitime
obligations reterred to mn this Guarantee, and

(by CONTRACTOR has failed to pay the expenditine deficiency to
EGAS.

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

Please retmin to us tlus Letter of Guarantez 1n the event it does not
become etfective, or upon the expuy date.

Y owrs Farthtully,
Accountant ;| ------mmmemm e

Manager @ --omemmmmmmmrr e

Date .
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ANNEX "C"

Production LETTER OF GUARANTEE
Date e PR R PR R
EGYPTIAN NATURAL GAS HOLDING COMPANY
Gentlemen:
Reterence 1s made to the Concession Agreement for Gas and Ciude Oil
Exploration and Exploitation 1 North Tineh Offshore  Area,
Mediterranean Sea, AR E., 1ssued by Law No. of 200 by and
between the Arab Republic of Egyvpt (A R.E.), The Egyptian Natwal Gas
Holding Company (EGAS) and BP EXPLORATION (DELTA)
LIMITED “BP”, hereinatter referred to as or CONTRACTOR,
BP Egypt Production B.V. as Guarantor for BP (as CONTRACTOR)
hereby undertakes that 1f CONTRACTOR spends dunng the fust
Exploration period of tlhree (3) Years of this Agreement less than the
mininnum amount spectfied for such period being one hundred and
twenty nullion U.S. Dollars (§ 120 000 000) under this Agreement (the
difference being hereunder described as “Shortfall ™), and EGAS notifies
BP as CONTRACTOR and BP Egypt Production B.V. as Guarantor in
witting of the amount of the Shorttall, within fifteen (15) davs of receipt
of said notice, BP Egypt Production B.V. as Guarantor on behalf of
CONTRACTOR shall pay that shortfall to EGAS and‘or transfer to

EGAS a quantity of Petroleum sufficient in value to cover the Shortfall.
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In case said Petroleum shall be transterred it will be deducted from
Guarantor’s share of Petrolewm production trom the Development
Leases, pursuant to the terms of the Concession Agreement for
Petrolemm Exploration and Exploitation by and between the ARAB
REPUBLIC OF EGYPT, EGYPTIAN GENERAL PETROLEUM
CORPORATION, IEOC Production B. V. and BP Egypt Production B.V.
in Ras El Barr Offshore Area, Nile Delta 1ssued by Law No. 88 of 1995
as amended, and such Petroleum: shall be valued at the tume of the
transfer to EGAS in accordance with the provisions of Article VII of the
Concession Agreement 1ssued by law mentioned in this paragraph.

BP Egypt Production B.V. as Guarantor or BP as CONTRACTOR may
at any tume between the date hereof and the expiration date of this letter
of guarantee submit a bank guarantee for the Shorttall i a form
satistactory to EGAR, 1n which event the provisions of this letter shall
automatically lapse and be ot no effect.

This letter of guarantee shall expire and become mull and void on the date
six (6) months after the end of the first Exploration perod of the
Concession Agreement of Noith Tineh Offshore Area, Mediterranean
Sea, o1 on the date upon completion of the CONTRACTOR s obligations
hereunder.

Yours Faithfully,
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ANNEX "D"
CHARTER OF THE JOINT YVENTURE COMPANY
ARTICLE I
FORM AND GOVERNING LAW

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

ARTICLE II

NAME OF JOINT VENTURE COMPANY
The name of the Joint Venture Company shall be mutually agreed upon
between EGAS and CONTRACTOR on the date of the Commercial
Discovery, and shall be subject to the approval of the Mimster of
Petrolemm.
ARTICLE III

LOCATION OF HEAD OFFICE
The Head Office of the Joint Ventwwe Company shall be in Cairo, A RE..

ARTICLE IV

OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Venture Company 13 to act as the agency through
which EGAS and CONTRACTOR, cany out and conduct the
Development operations required m accordance with the provisions of
the Concession Agreement for Gas and Cirude Oil Exploration and
Exploitation 1 NORTH  TINEH OFFSHORE,  AREA,
MEDITERRANEAN SEA, ARE . (herematter referred to as the
“Agreement”) entered into by and between the Arab Republic of Egyvpt
(hereinafter referred to as the “AR.E.”). EGAS and CONTRACTOR
1ssued by Law No. -------- of 204{)--.
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The JToint Venture Company shall alse be the agency to cairy out and
concluct Exploration operations atter the date of Commercial Discovery,
1n any portion of the Area converted inte a Development Lease, pursuant
to Work Programs and budgets approved in accordance with the
Agresment.

The Joint Venture Company shall keep account of all costs. expenses and
expenditures tor such operations under the terms of the Agreement and
Annex "E" thereto.

The Jont Venture Company shall not engage 1 any business or
undertake any activity bevond the performance of said operations unless
otherwise agreed upon by EGAS and CONTRACTOR.

ARTICLE Y
CAPITAL

The authonzed capital of the Jomt Venhiwe Company 15 twenty thousand
(20000) Egyvptian Pounds divided into five thousand (3000) shares of
commeoen stock with a value of four (4) Egyptian Pounds per share having

equal voting nghts, fully paild and non-assessable.

EGAS and CONTRACTOR shall each pay for, hold and own. thronghout
the life of the Jomt Venture Clompany. one halt (1/2) of the capital stock
of the Jomnt Venture Company provided that only m the event that either
party should transter or assign the whole or any percentage of its
ownership interest in the entiwety of the Agreement, mayv such
transterring or assigning party transter or assigh any of the capital stock
of the Joint Ventwe Company and, in that event., such transterring or
assigmng party {and 1ts successors and assigness) must transter and
assign a stoclk interest 1 the Jomt Ventwe Clompany equal to the
fransterred or assigned whole o1 percentage of its ownerslhup mnterast

the entirety of the said Agreement
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ARTICLE VI
ASSETS

The Joint Venture Company shall not own any right, title, iterest or
estate 1 or under the Agreement or any Development Lease created there
under or i any of the Petroleum produced from any Exploration Block
or Development Lease there under or i 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 EGAS or CONTRACTOR under the
Agreement. The Joint Ventuwre Company shall not make any profit from

any source whatsoever.
ARTICLE VII

ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever it 15 indicated herein that the Joint
Venture Company shall decide, take action or make a proposal and the
like, 1t 15 understood that such decision or judgment 1s the result of the
decision or jqudgment of EGAS, CONTRACTOR o EGAS and

CONTRACTOR, as may be required by the Agreement.
ARTICLE VIII
BOARD OF DIRECTORS

The JToint Venture Company shall have a Board of Directors consisting of
eight (8) members, tour (4) of whom shall be designated by EGAS and
the other four (4) by CONTRACTOR. The Chairman shall be designated
by EGAS and shall also be a Managing Director, CONTRACTOR shall
designate the General Manager who shall also be a Managing Director.
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ARTICLE IX
VALIDITY OF BOARD RESOLUTIONS

Meetings of the Board of Directors shall be valid if a majonty of the
Directors are present and any decision taken at such meetings must have
the affimative vote of five (5) or more of the Directors, provided,
however, that any Director may be represented and vote by proxy held by

another Director,
ARTICLE X
SHAREHOLDERS’ MEETINGS

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

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

The Board of Directors shall approve the regulations covering the terms
and conditions of emplovment of the personnel of the Joint Ventwe
Company employed directly by the Jomnt Venture Company and not
assigned thereto by CONTRACTOR and EGAS.

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

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

The Joint Ventwe Company shall come into existence within thirty (3()
days after the date of Conumercial O1 Discovery or within thirty (30)
days atter signature of a Gas Sales Agreement or commencement of a
scheme to dispose of Gas, as provided for in the Agreement (unless
otherwise agreed by EGAS and CONTRACTOR).
The duration of the Joint Venture Company shall be for a period equal to
the duration of the Agreement, including any extension thereof.
The Joint Ventwe Company shall be wound up if this Agreement is
terminated for any reason as provided for therein.
BP EXPLORATION (DELTA) LIMITED
By e e e e e e e
THE EGYPTIAN NATURAL GAS HOLDING COMPANY

By e e e e e e e
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

(a) Definitions:
The definitions contaimned 1 Article I of this Agreement shall apply

to this Accounting Procedwe and have the same meaning.

() Statements of Activity:

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

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

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

(1) Each quarterly Statement of Exploration Activity pursuant to
Article I(b)(1) of tlhus Annex shall conclusively be presumed to
be tiue and conmect atter three (3) months tollowing the 1eceipt
of each Statement by EGAS, unless witlun the said tlhuee (3)
month pertod EGAS takes written exception thereto pursuant to
Article IV(f) of the Agreement. Duwring the said theee (3) month
per1od supporting documents will be available tor mspection by
EGAS dmmng all working hours.

CONTRACTOR shall have the same audit rights on the Jomt
Venture Clompany  Statements as  EGAS  under  thus
sub-paragraph

(2) All Statements ot Development and Exploration Activity for any
calendar quarter pursvuant to Article I(b)2) of this Annex. shall
conclusively be presumed to be tiue and conect atter thuee (3)
months  following the receipt of each Statement of
Development and Exploration Activity by EGAS  and
CONTRACTOR, unless witlun the said three (3) month period
EGAS or CONTRACTOR takes wiitten exception thereto.
Pending expiration of said three (3) month period EGAS a
CONTRACTOR o1 both of them shall have the nght to aucht
the Jomnt Ventme Company’s accounts, records and supporting
documents tor such quarter. i the same manner as provided for
in Article IV(f) of the Agreement.

(d) Currency Exchange:

CONTRACTOR s books tor Exploration and the Jomt Venture
Company s books tor Development and Exploration, 1f any, shall be
Kept in the A RE m US Dollars. All U.S Dollars expenditures
shall be charged mn the amount expended. All Egvptian cunrency
expenchtures shall be converted to U.S. Dollars at the applicable
rate of exchange issued by the Central Bank of Egvpt on the tust
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(e)

()

(2)

day of the month 1 which expenditures are recorded, and all other
non-U.S. Dollars expenditiwes shall be converted mto U.S. Dollars
at the buving rate of exchange tor such currency as quoted by
National Westminster Bank Linuted, London, at 10.30 a.m. GM.T.,
on the first day of the month 1n wlich expenditures are recorded. A
record shall be kept of the exchange rates used in converting
Egyptian cuirency or other non - U.S. Dollars expenditures into

U.S. Dollars.
Precedence of Documents:

In the event of any inconsistency or contlict 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 nmutual agreement between EGAS and CONTRACTOR, this
Accounting Procedure may be revised i wiiting from time to time

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

Interest on investment or any bank fees, charges or commussions
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, divectly or through the Jomt Venture Company, pay the
tollowing costs and expenses, which costs and expenses shall be
classified and allocated to the activities according to sound and generally
accepted accounting principles and treated and recovered 1n accordance
with Article VII of this Agreement:
(a) Surface Rights:
All  direct cost attributable to the acquisition, renewal or
relinqushment of swrtace rights acquured and maintamned in force for
the Area.

() Labor and Related Costs:

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

accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes 1 CONTRACTOR’s
policies and amendments of laws applicable to salanes. For the
purpose of this Article II(b) and (¢) of this Annex, salaries and
wages shall mean the assessable amounts for ARE. Income
Taxes, mcluding the salaries duing vacations and sick leaves,
but excluding all the amounts corresponding to the other items
covered by the percentage fixed under (2) below.
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(2) For expatiiate emplovees permanently assigned to A RE.

1- All allowances applicable to salaries and wages;
2- Cost of established plans; and

- All travel and relocation costs of such expatriate emplovees and

their families to and from the emplovee’s countiy or point of
origin at the time of emplovment, at the time of separation, or as
a result of transter from one location to another and for vacation
(transportation costs  for emplovees and thewr families
transterring from the AR E. to another location other than their

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

Costs under this Article II(b)(2) shall be deemed to be equal to
the last applied percentage, approved by EGAS for
CONTRACTOR 1 Egypt, of basic salaries and wages paid for
such expatriate personnel including those paid during vacations
and sick leaves as established m CONTRACTOR s mternational
policies, chargeable under Article II(b)(1), Article II(1), Article
[I{(k)}1) and ArticleII{k)(3) of tlus Anmnex, and in case the
applicable percentage of the CONTRACTOR 1n Egypt 13 not

avallable, fifty percent (50%) will be applied.

However, salarles and wages during vacations, sick leaves and
cisability are covered by the foregoing percentage. The
percentage outlmed 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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Special rental allowance.

Vacation transportation allowance.

Vacation travel expense allowance.

Vacation excess baggage allowance.

Education allowances (children of expatiiate emplovees).

Hypothetical U.S. tax offset (which results in a recduction of the

chargeable percentage).
Storage of personal effects.

Housing refurbishment expense.

. Property management service fees.
. Recreation allowance.

. Retirement plan.

Group life insurance.
Group medical insurance.
Sickness and disability.

Vacation plans paid (excluding allowable wvacation travel

expenses).

. Savings plan.

. Educational assistance.

. Military service allowance.
CFICA

. Workman's compensation.

. Federal and state unemployviment insurance.
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. Personnel transfer expense.

. National 1msurance.

| )
LA

-
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Any other costs, allowances and benefits of a simular nature as

established in CONTRACTOR s international policies.

The percentages outlined above shall be reviewed at intervals
of three (3) Years fiom the Effective Date and at such tume
CONTRACTOR and EGAS shall agree on new percentages to

be used under tlhus Article II{L)(2).

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

allowances and beneafits.

The revised percentages shall reflect as nearly as possible
CONTRACTOR s actual costs of all its established allowances

and benefits and of personnel transfers.

(3) For expafriate emplovees temporanly assigned to the ARE all
allowances, costs of established plans and all travel and/or relocation
costs for such expatnates as  paid 1n accordance  with
CONTRACTOR s international policies. Such costs shall not include
any adnumnstrative overhead other than what 15 mentioned 1n Article
[I{k)2) of this Annex.

(4) Expenditiwe or contritbutions made pursuant to law or assessment
mmposed by any governmental authority which are applicable to
labor cost of salanes and wages as provided under Article TI(b)(1),
Article II(b)(2), Article II(1). Article II(k)}1) and Article II{k)}3) of

this Annex
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(c)

(d)

Benefits, allowances and related costs of national employees:

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

Material:

Material, equipment and supplies purchased or furnished as such by
CONTRACTOR or the Jont Venture Company.

(1) Purchases:

Material, equpment and supplies purchased shall be accounted

for at the price paid by CONTRACTOR or the Joint Venture

Company plus any related cost and after deduction of all

discounts actually recerved.

(2) Material furnished by CONTRACTOR:

Maternial, requured for operations shall be purchased directly

whenever practicable, except that CONTRACTOR may furnish

such matenal from CONTRACTOR's or CONTRACTOR’s

Affiliated Companies stocks outside the AR.E. under the

following 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
matertal supplied 15 not higher than international prices for
matertal of similar quality supplied on sinular terms,
prevailing at the time such material was supplied.



YooQ iy Y0 3 (b)) Y7 suall = das Il 5y

YVE

"3 § "ot W) Woxiaal  algd | -

Jleaza¥155LeY idloy i s 3 5555 5 Wandl 5110 (1)
P s douning iy () Dl o 00 Wit oY ol 0o
Mo dgitde| e o (/Y0 U

Sz 55 0" Ul of Lealysl oKy I dhaz ot slydf (o)
oot 3y p o Ol S5 Lpin Lol (241 b g omncid
sy T Wl G )5 s i Tale] G0y Lot
o dadl anw oo (/00 DU (ynsadny

s 8305 7" o " Wl e ol oSarY A ez Ll (7 )
ot o ki 2l dadilly

Jot « LY ST Laazlh olaadl oo el by Sy gslgeall (5
Lo Sl Wad) ja o il | iyt Zeadt] olid e (gualss

YU g Bajak! Afgd! Jhoda -

S gl e et ol o dp b Waye ol okl JyUakl oy
g M5 o 3l 350y W By asl) sdgd il ol g3 0d) dai
(croondl) itl on gt s Jylall oy 1 dons Y UL Sl

S 3) Sy Sl

a2 o Bakily Jai IS (o0 )

i sl ol Sl ahasl 5,15y A3 ol sy aT,b1y bkl Jis (V)

I8zl

bl Lot ) 53ud ! 3 Lmdall JUeed Sty Sl U s (¥)

Lpains Lot 3l st s (a1 il padd il o Jslald 5,
3,1 5T Syt e 5,05 oL e Ly ooy 01 1 15l
PLPERAY

Wi 1 350 3 055 i )l i) g0 Saloly S5 iS5 (1)

g Al ol



TNe Y. Ay Yo 5 (al) TV sual = e I 4

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

a) Used Matenal wluch 15 1 sound and serviceable condition
and 15 suttable tor re-use without reconditiomng shall be
classitied as Condition "B" and priced at seventy - five
percent ( 73%) of the price of new matenal.

1) Used Material wluch cannot be classified as Condition "B
but which 15 serviceable ftor onginal function but
substantially not suttable for reuse without reconditiomng.
shall be classified as Condition "C" and priced at fifty
percent (50%) of the price of new matenal.

¢) Used Matertal which camnot be classified as Condition "B
or Conditrion "C" shall be priced at a value commensurate
with 1ts use.

d) Tanls, builldings and other equpment mvolving erection
costs shall be charged at apphcable percentage of knocked-down
new price.

(3) Warranty of material furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond
or back of the dealer’s or manufacturer s guarantee, and in case
of defective material, credit shall not be recorded wntil
adpustment has been 1ecewved by CONTRACTOR from the
manutacture1(s) or its (their) agents.

(e) Transportation and Employee Relocation Costs:

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

(2) Business travel and transportation expenses to the extent covered
by CONTRACTOR’s established policies of or with regard to
expatriate and national employvees. as mecurred and paid by, or
tor. emplovees mn the conduct of CONTRACTOR s or the Joint
Venture Company s business.

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

(1) Outstde services: The costs of contracts for consultants, services
and utilities procured trom third parties.

(2) Cost of services performed by EGAS or by CONTRACTOR. or
therr Atffiliated Companes 1n tfacilities mside or outside the
A RE. regular. recurring. routine services, such as mterpreting
magnetic tapes andior other analvses, shall be pertormed and
charged by EGAS andior CONTRACTOR or thenr Atfiliated
Compantes at an agreed contracted price. Major projects
mvolving engineering and design services shall be pertormed by
EGAS andior CONTRACTOR or thenr Athhated Companies at
a negotiated contract amount.

(3) Use of EGAS’, CONTRACTOR s or thewr Affiliated Companies’
wholly owned equpment shall be chaiged at a rental rate
conumensurate with the cost of ownership and operation, but not
1 excass of competitive rates then prevailing in the AR E.

(4) CONTRACTOR s and CONTRACTOR s Athhated Companies
rates shall not wnclude any admumstiative or overhead costs
other than what 1s mentionad 111 Article II{)(2) of tlus Annex.

(2) Damages and Losses:

All costs o1 expenses, necessary to replace o repamnr damages or
losses mcurred by fire, tlood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or the Jout Venhue Company
through the exercise of reasonable diligence. CONTRACTOR or the
JTomt Ventwe Company shall furmush EGAS and CONTRACTOR
with a wntten notice of damages or losses mcurred 1 excess of ten
thousand U.S. Dollars ($10 000) per occurrence. as soon as
practicable after report of the same has been recerved by
CONTRACTOR or the Jomt Venture Company.
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(h) Insurance and Claims:

)

The cost of any public hability, property damage and other mswance
and‘or the parties or any of them to their emplovees and‘or outsiders
as may be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such mswance or claum collected, less the actual cost of maling
a clamm, shall be crechted against operations.

It no mswance 1s carried tor a particular sk, m accordance with
good mternational petroleum industry practices. all related actual
expenditures incurred and paid by CONTRACTOR or the Jomt
Ventiwe Company in settlement of any and all losses, clamms.
damages, judgments and any other expenses. mcluding legal
SeIvVICes,

Indirect Expenses:

Camp overhead and tacilities such as shore base, warehouses, water
systems, road systems, salaries and expenses of tield supervisory
personnel, field cleilks. assistants, and other general emplovees
inchrectly serving the Area.

Legal Expenses:

All costs and expenses of litigation. or legal services otherwise
necessary or expecient for the protection of the Area. mcluding
attomnev’'s fees and expenses as hereinafter provided. together with
all pudgments obtamed against the paities o any of them on accownt
of the operations under the Agreement, and actual expenses mcwred
by any party or parties Liereto 1n securing evidence tor the purpose of
defending against any action or claum prosecuted or wged against
the operations or the subject matter of the Agreement. In the event
actions or clanms atfecting the interests hereunder are handled by the
legal statf of one or more of the parties hereto, a chaige
commensurate with the cost of provichng and fmmshing such
services shall be made to operations.
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(k) Administrative Overhead and General Expenses:

(1)

While CONTRACTOR 15 conducting Exploration operations,
the cost of statfing and mamntaiung CONTRACTOR™s head
office tn the A RE. and/or other offices established i the
AR E. as approprate other than field otffices, which shall be
charged as provided for i Article II() of tlus Annex, and
excepting salanes of emplovees of CONTRACTOR who are
temporanly assigned to and dnectly serving on the Area, which
shall be charged as provided tor in Article II(b) of this Annex

(2) CONTRACTOR s admuustrative overhead outside the A RE.

applicable to Exploration operations i the A RE. shall be

charged cach month at the rate of five percent (3%) of total

Exploration expenditines, provided that no admuoustrative

overhead of CONTRACTOR outside the A R E. applicable to

A RE. Exploration operations shall be charged tor Exploration

operations conducted by the JTomnt Venture Company. No other

diect chaiges as such for CONTRACTOR’s adnuwmstrative
overhead outside the ARE. shall be applied against the

Exploration obligations. Examples of the type of costs

CONTRACTOR 15 mcwring and charging herennder due to

activities under this Agreement and covered by said percentage

are;

l- Executive - tume of executive otficers.

2- Treasury - financial and exchange problems.

3- Purchasing - procurig materials, equupment and supplies.

4- Exploratton  and Production - directing, advising  and
controlling the entire project.

5- Other departments such as legal. controlling and engineering
which contiibute tume. knowledge and experience to the
operations.

The toregoing does not preclude charging for direct service
under Article [I(H(2) of tlus Annex.
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(3) Whle the Joint Venture Company 1s conducting operations, the
Jomt Ventwe Company’s personnel engaged in general clerical
and office work, supervisors and officers whose tume 1s
generally spent 1 the main office and not the field, and all
emplovees generally considered as general and admimstrative
and not charged to other types of expenses shall be charged to
operations. Such expenses shall be allocated each month
between Exploration and Development operations according to
sound and practicable accounting methods.

(I) Taxes:

All taxes, duties or levies patd i the ARE. by CONTRACTOR or

the Jomt Ventwwe Company with respect to tlhus 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 mecurred exclusively 1 the ARE. after the Jomt Venture

Company 1s formed. No sales expenses incured outside or inside the

A R E. may be recovered as a cost.

(n) Other Expenditures:

Any costs, expenses or expenditures, other than those which are

covered and dealt with by the foregoing provisions of this Article II,

mecwred by CONTRACTOR or the Joint Venture Company under

approved Work Programs and budgets.
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ARTICLE 111
INVENTORIES

() Periodic Inventories, Notice and Representation:

(b)

(@)

At reasonable mtervals as agreed upon by EGAS and CONTRACTOR
inventories shall be talten by the Jomt Ventuwre Company of the
operations materials. which shall mclude all such matenals. physical
assets and constiuction projects. Written notice of mtention to take
inventory shall be given by the Jomt Ventwe Company to EGAS and
CONTRACTOR at least thnty (30) davs before any inventory 1s to
begin so that EGAS and CONTRACTOR mayv be represented when
any mventory 15 taken. Falle of EGAS andior CONTRACTOR to
be represented at an inventory shall bind them to accept the
mventory taken by the Jomnt Venture Company, who shall 1 that
event furnmsh the party not represented with a copy thereot
Reconciliation and Adjustment of Inventories:

Reconciliation of mventory shall be made by CONTRACTOR and
EGAS., and a hst of overages and shortages shall be jomtly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the mnventory adjusted by the Joint Venture 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 EGAS as promptly as practicable but not later than fifteen
(13) davs atter receipt fiom the Jomt Ventwe Company of the
Statements tor Development and Exploration Activity tor the
calendar quarter a "Statement” tor that quarter showing:

- Recoverable costs camed forward trom the previous quarter, if

ANy,
2- Recoverable costs incured and paid during the quarter

3- Total recoverable costs tor the quarter (1) + (2).
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4- Value of Cost Recovery Petroleum talken and separately disposed
of by CONTRACTOR for the quarter.

3- Amount of costs recovered tor the quarter.

6- Amount of 1ecoverablz costs camted torward mto the succeeding
quarter, 1f any.

T- Excess, 1f any. of the value of Clost Recovery Petroleum taken and
separately disposed of by CONTRACTOR over costs 1ecoverad
tor the quarter.

() Payments:

It such Statement shows an amount due to EGAS, paviment of that
amount shall be made 1n U.S. Dollars by CONTRACTOR with the
rendition of such Statement. It CONTRACTOR fails to make any
such pavment to EGAS on the date when such pavment 15 due, then
CONTRACTOR shall pay interest of two and one half percent
(2.53%) per annum lugher than the London Interbank Borrowing
Offered Rate (LIBOR). for three {3) months U.S. Dollars deposits
prevailing on the date such mterest 15 calculated Such interest
pavment shall not be recoverable.

(¢) Settlement of Excess Cost Recovery Petroleum:

EGAS has the right to talie 1ts entitlement of Excess Clost Recoveary
Petrolenm under Article VII(a)(2) of the Agreement 1n kind during
the saird quarter. A settlement shall be reqqured with the rendition of
such Statements 1n case CONTRACTOR has taken more than its
own entitlement of such Excess Cost Recovery Petroleum.

(d) Audit Right:

EGAS shall have the night within a perod of twelve (12) months
from receipt of any Statement under this Article I'V 1 which to audit
and ratse objection to any such Statement. EGAS and CONTRACTOR
shall agree on any requured adjustments. Supporting documents and
accounts will be available to EGAS duning said twelve (12) month
period
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ARTICLE ¥
CONTROL AND MAJOR ACCOUNTS

(a) Exploration Obligation Control Accounts:
CONTRACTOR shall establish an Exploration Obligation Control
Account and an off setting contra account to control therein the total
amount of Exploration expenditines reported on Statements of
activity prepared in accordance with Article I(b)(1) of this Annex,
less any reductions agreed to by EGAS and CONTRACTOR
following written exceptions taken by a non-operator pursuant to
Article I{(c) 1) of this Annex, 1 order to deternune when mummum
Exploration obligations have been met.

(Iy) Cost Recovery Control Account:
CONTRACTOR shall establish a Cost Recovery Control Account
and an otf-setting contra account to control therein, the amount of
cost rematning to be recovered, if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, if any.

(c) Major Accounts:
For the purpose of classifving costs, expenses and expenditures for
Cost Recovery Petroleum as well as for the purpose of establishing
when the numnnm Exploration obligations have been met, costs,
expenses and expencditwes shall be recorded 1 major accounts
icluding the following:
- Exploration Expenditures;
- Development Expenditures other than Operating Expenses;
- Operating Expenses;
Necessary sub-accounts shall be used.
Reveme accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 13 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided for in the Agreement,
that any AR.E. Income Taxes paid by EGAS on CONTRACTOR’s
behalt constitute additional income to CONTRACTOR., and thas
additional 1income 15 also subject to A RE. income tax, that 135 "grossed

up”,

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

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

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

If the "AR.E. Income Tax rate". which means the effective or
composite tax rate due to the varous A R E. taxes levied onincome or

profits, 13 constant and not dependent on the level of income, then:
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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 RE. taxes levied on income

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

Provisional income X Tax Rate
Grossed-up Value =

| - Tax Rate

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 0.4
-0 607
Therefore:
Provisional mcome $ 10,00
+  Grossed-up Value + 6.67
= Taxable Income $16.67
-  ARE. Income Taxes at 40% - 6.67

= (CONTRACTOR s Income atter taxes $ 1000



Y8 G kg Y0 (8 () ¥ sl = s JBa A YYE

TR

.
.

o
Pk e
.

SN

e o

e I '

-
a3
X
s
FONPE P
= I
- ol
wewt
.
#

v e




<

3

1

(elﬁv’) Y9 :Jaﬂ - lg-ua

o Ry YO

*

Y¥o

———
-,
b
\é-
v

” .

E i

: T S s

: 4 :

| . 3
3 30 &

* [N\ SRR RAAEILE JR 3 N
- e b Y AN -

et T e D e Gk s

T AT M M e

e R e e e e e e e e

ARMES BT

R .bm_..n,vyj

.’I/A &.Mﬂiﬁ.#
o R
-
Ry k
S

-t

\llu-nnr'r"c

X PP PR

g J
cwanwr fo oo

(“".w""n' I
‘.;
J
Le
-

P

!

-
()8
-
13
e 3
" i
o

m..n ,-_m ..J:., -’

YATQLLeL

e edint | -

Sa

iy, » )

.. .. ererierrr i AN

HE N N

PL

FLPR A THR S H




