YooYV 0 R e T (o) e £ 1 Abedl Agan i 53y sl

Tt duad 448 iy Qitill
Agisead) By A0 g JaAdl) )b pand Sl
ot et (B Hpd 4S5l
I Y. IV BT T
Al g dlpally o Salh OB Doyl

(£ .0.8)

gl o 5 AN sy

s el BN gl

Aol (B8 pall el iy VREY daud VYR Qo gli e g

¢l y anlialy elall V4ot Gnd WY Q) o i e

¢ alaal g anlialy salall Y40 G AT G g8 e

oy ieiall A BT e LG 4 V90A Bad 1Y G O e
¢ e Jog b (e g Raled B8 jall g Azeaadall 59 1 2 J g

oyl shad alal Tl oLaLs 1404 Taud VIV G o gtab ey
msinl g ot BaY Al o S ol VA il A4 b il e
¢ Lo 5 bl g Bantall dg sell &y ) el



YoV R aahgd T (0) e £ 8 adedl - Bga i 53 0dl A

¢ VAT Lad U pl ) iy paleall o Lasdt gl ey
bl i I a T apaddy 18714 T 4 G o0 ey
¢ s mt clinel y oS il As dailt Clhgmandl ;) Rl i pall 8

¢ sl p o ) ol S YAYe Al VYA G o8 ey

Cy ull el Ay g Bl 8 VAV LY ) o e

¢ VAYA ud 6A ) otk phead plall g URily (plabed ol 08 oy
CYRAY ALA VYT G ol el Aaaad g g o lE e

ol il 8 N sl R B S g bl IS 2 ol ey
¢ TAAY dua Vo9 iy el bl B3 gomall 4 gl

o VAAY B Y ) o il ol oS g el g Ui i o plS o g
cVAAY Luad ¥ov Gy il el b (Tac) B I W8 ol e
¢ Y49E Tud € b o laly eleal AN 0 6 e

e YooV A VY ol pabial Jealt G 06 ey

Cibdlty e B o By dawl gally o 3 jall Sl G olE ey
YooY Rl AA

¢ Yoo Sad 4y &) yetdly psliall ool o dy il 8 oy

G el Yot D VAA B il ) speall a8 e g
3 w ﬁj‘;ﬂq

¢ A8 pead) Al et Joialy VooV L ¥4 B0y ) ppendl ity J S o
o ol 50s) Qubes L e 2ua
e Al e ols Lo e Bl



VYV R i T o) e £ Sl el 5y el

3

¢ ot baldd

el by pnell Wil pa MaSh B Agomal 55 50y g B pid ed g
ot vt A0 g B g3 2 B8 585 o D08 3 g g S 50y g sl
L spma g gl b )2 doud i (8 ADUR 5 paZiy Jy 5 g Linl
o gy Al Aoy A8 5 AR jal AMEN! I

( Gkl BSHLY

e gil £ o B A B el A SENY 4% ) el ¥l aol gl o
PR S @J..;}"Ii ‘51 fls,aj O s A0y ME

¢ dusdbidy Balhd |

ot gl e Fliiol 4 clasyg g g By gl B o pliy J RR eyl
. aﬁ@;til
&‘-i-"l"'ﬁ"a.tmf._}:x&ﬂ?'l- ﬁiﬁ@}ﬂd&ﬂ%ﬁﬁ_}ﬂm

e YV di ek ¥ el )




Y0 Rh e i ¥ (o0 S £ 8 a3l ge il Sy adl Yo

o5 . .' R B
e e tant Saort:

&P B

Dopy Lo g dhomay Yom— L el e aell B LBV Ge ) e
Eert b bed lgle Sl L gl e g =
taihemy Aancal 3 g 20y g B gty f aad gHiay s (e Bl
5l — s dinam g dealp L5 PV ra i) el
T o e ot 00 gy )y ) kel By ol Tigd Y
e Lo Bothugd) o 2o adie Jad Loy V90A dud VIV &

eang Wppdl (23580 ol Jfpeall gding g {"Aill
Gl Saped (saal = ad ol 3N culedi 5 gk 1 N8R e



VY YV 0 M ek T 8 () Se £ 1 33l Tgan o 5y el

CONCESSION AGREEMENT FOR
PETROLEUM
EXPLORATION, DEVELOPMENT ANE
EXPLOITATION
BETWEEN
REFUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
IEQC PRODUCTION B.V.
AN}
GDF SUEZ ASHR
M
HRAKI DEVELOPMENT ARKA
GULF OF SUEZ,
ARE,

This Agrovimcnt i3 made and onicred m fo on this day of |, 20--—, by
angd between:

I- The ARARB REPUBLIC OF EGYPT (hereinafter referred to
variously as "ARE" or as the "GOVERNMENT™),
represenied by the Mimster of Petroleom and Mipersl
Resources, in his capacity; and
Legal Headquarter: 1A Abmed Bl Zomor St., Nasr City, Cairo,

2~ The EGYPTIAN GENERAL PETROLEUM CORPURATION, a
legal entity ereated by Law Moo 167 of 1958 as amended
(hereinafter referred to as "BEGPC"Y represented by the Chief
Executive Officer,in his capacity.

Legal Headguarter: Palestine Street, Part 4, New Maad), Caio.

THE ARAB

= ﬂ E uyu
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3= IEQC PRODUCTION B.V., a private lnited Hability company
orpanized and existing wnder the Ibws of Motherlands
represented by the Company's Managing Divector or a
caotectiacd  delegale swpported with 3 powar of
attorney, (heremafier redferred to as "TEQC"),
Egypt Branch: 1, 204 Rd, Diepla sg., Maadi, Caro , ARE. .

4 GDF SUEZ ASHRAFI B.V. , a privatc limited liability
corporation organizex] and existing under the laws of
Netherlands represented by the Manaping Director of the
Company o7 4 poneerngd delegale supporles] wilth & puwer of
atiorney (hersinafter reforced o as "GDEF SUEL" .

Egwpt Branch: 2G Abmed Kamel St., New Maadi Cairo.
ARE.,

(IEOC and GDF SUEZL are hereinafler collectively referyved to
as "CONTRACTOR" and individually as"CONTRACTOR
MEMBER").

PREAMBLE

WHEREAS, all minerals incloding Petroleum, existing in mines and
guarties in ARE., inchuding the terricorial waters, and in the sesbed
subject to its jarisdiction and extending bevond the territorisl waters, are
the property of the Staie; and

WHEREAS, EGPC has applied for an exchisive concession for the
Exploration , Development and Exploitation of Petroleum i and
thronghout the Area referred to i Article [T, and described 1n Arvnex "A"
and shown approximately in Annex "HY, which are attached hersto and
iade part hereof Chereinafter referred to as the "Area”); and
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WHEREAS, the Amb Republic of BEgypt , the Egyptian General
Petroleum Corporation ,JEQC CO.Ine. , EMNUAL EGYPT Inc. and
Marathon Peiroleum Egypt Lid. emiered nto s Concession Agreement
issued by wirtue of Law No. 43 of 1984 for Petroleumn Exploration and
Exploiation in OFFSHORE ASHRAFI AREA, GULF OF SUEZ BASIN
: gnd

WHEREAS, ASHRAFI Development Lease was approved on August 5%
1990 by virtue of Law No. 43 of 1984 snd remnined effeciive for a
Development period of twenty (20) years stariing fom the Commercial
Discavery Date on May 10" 1990 and eatended [or an additional period
of five (5) years to end on May 9 2015; and

WHEREAS, ASHRAFI Island PETROLEUM Opcrating Corapany
"ASHPETCO" was cstablished on May 10T1990 for operations
management n the Area in aceordance with the provisions of Law No.
430f 1984 ; and

WHEREAS, the Concession Agreemsnt issued by Law No. 43 of 1984
has been terminated by the end of Aslwafi Development Lease term on
May 9% 2015; and

WHEREAS, "TBOC Production B.V." and "GDF SUEZ ASHRAFI B.V."
as the current CONTRACTOR in Achrafi Development Lease submitted
a tequest to BOGPC on February 279 2014  to obtsin ASHRAFI
DEVELOPMENT AREAand

WHEREAS, EGPC approved the continuation of production operations
in the Area through Ashpetco Operating Company, from the expiry date
of Ashrafi Development Lease till the Effective Date of this Concession
Apresment; such praduction ghall be totally devolved w EGEC |, with
preserying the rights of the State with respect 0 rovalty a8 applied in this
Congession Agresment ; and
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WHEREAS, All Expenses and Expenditures inpurred throngh the
Operating Company in ASHRAFI DEVELOPMENT AREA starbing
frorn May 10° 2015 and wp to the Effective Date of this Concession
Agreement  shall be cost recoverable to the CONTRAUTOR
MEMBER{(s) who incurred such ¢ozfs , under Article VI of this
Concession Agresment ; and

WHEREAS, "[EQC " and” GDF SUEZ"” agree to undertake themr
obligations provided hereinafter as & CONTRACTOR with respect to the
Exploration, Dovelopment and Prodoction of Potrcloum in ASHRAFI]
DEVELOPMENT AREA, GULF of SUEZ ss described by the
coordinates attached in Annex "A" and shown approximately by the map
i Anmex "B ¥; and

WIICRLAS, the Oxecutive BDoard of Direciors of BGPC approved to
assign ASHRAF] DEVELOPMENT AREA, GULFE of Suez to "[EQC "
and™ GDF BUBZE" far five (5) years ; and

WHEREAS, EGFC's Board of Dircctors has approved thorcupon on July
TE2015: and

WHEREAS, the GOVEENMENT desires hereby fo grant such
Coneession under this Agreement; and

WHEREAS, the Mimster of Petroleum pursuant to the provisions of Law
Mo, 86 of 1956, may enter into a Concession Aprssmient with "IEOCT
and "GDF SUEZ * as CONTRACTOR in the said Area

NOW, THEREFORE, the parties hereto agree as follows:

The previous preamble to this Agreement is hereby made part hereof,
complemeniied and miegrated io 1is provisions,
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ARTICLE ]
DEFINITIONS

(8) "Exploration” shall include such peological, peophysical, aerial and

(b)

other suiveys at may be contained in the gpproved Work Prograoms
and DBuedgets, and the drilmg of such shot holes, core holss,
siratigraphic  tests, holes for the discovery of Petrolewn or the
appraisal of Petroleum  discoveries and other related holes and wells,
and the purchasce or scquisition of such supplics, materials, services
argd equiprasnts therefore, all ag may be contnivied in the spproved
Work Programs and Budgets, The verb "explore” means the act of
conducting Exploration:

"Drevelopment” shall inchude, but not be limited to, all the operations
ghd activitied pursuant to appiaved Waork Programsy and Budpety
under thiz Apresment with respect to:

(i) the drilling, plhugping, deepening, side tracking, re-drilling,
completing, equippmg of development wells and the changmy
of the stains of & wll, and

[} design, engineering, comstruction, msfaliation. servicing and
mainfenance of eguipments, lines, systems facilibes, plants
and related operations to produce  and operate said
doevelopment wells, taking, saving, trcating, handling, storing,
trensporting and delivering Petrolewm, re-pressuring, recyeling
and pther secondary recovery projects, and

(in) transportation, siorage and any other work or actiwities
necessary or ancillary to the activities specified in (3) and (i)
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(¢} "TPetrolewm” means Liquid Crade Gil of various densitics, asphali,

(d)

(e)

()

(g}

(b)
(2)

(338, casing head gas and all other hwdrocarbon substances that may
be found m, and preduced. of otherovise obiaiied and saved from the
Area under this Apgreement, and sl substances that may be extracted
there from.

"Liquid Crude Ol" or "Crude Of" or "Oil" meang any hydeocarbon
produced frorn the Ares which is o s lipuid  state at the wellbead or
iease separstors or which s exiracted from the (Gas or casing head
gas m 4 plant. Soch higod state shall exist at sixty deprees Fahrenheit
(GODF') and atmospheric pressure of 14,65 PRTA, Such term inchides
distilste and condensate.

"as” mears natural Gas both associated and non-associated, and afl
of its constihient elernents produced fromn any well in the Area (other
than Liguid Cradc Oil) and sil non-hydrocarbon subsisnces therein.
Sail term shall mwelpde residual pey, thal Gas rermaimmy aller
removal of LPG.

"LPG" means Ligquefied Petrolenm Gas, which i8 a4 mixiore
principally of butane and propene hguefled by pressare and
temperatare.

A "Barrel” shall comsist of forty-two (42} United Siaies pallons,
Hguid measure, <omected 0 a3 fempersture ol sixty degrees
Fahrenheit (65}01:'"} gt atmospheric pressure of 14.65 PS1A.

"ARE." means ARAB REFUBLIC OF EGYPT.

"Effective Diate” moeans the dats on which the text of this Agreement
is signed by the GOVERNMENT, EGPFC and CONTRACTOR,, after

the relevant Law 18 isaned.
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(7} €1} "Year® means a period of twelve (1Z) months according to the
Greporian Calendar,

{2y "Calendar Year® means a period of twelve {12) months acopeding

to the Greporian Calendar being 1% January 1o 31% Deccrnber,

(k) (1) "Figncial Yea” meang the GOVERNMENT's financial year

goconding 1o the lews and regulstions of the ARE. .

(2} "Tax Year" means the poriod of twelve (12F mnnihs according o
tha laws and regulations of the A RE..

(1} An "Affilisted Company” means a company:

(i} of which the share capital, confarring a majority of voles at
stockholders' meetings of such company, 13 pwned directly or
indircetly by a party herelo; or

(it} which is the owmer directly or indirectly of share capital
conferring a majority of votes at stockbolders’ meetings of a party
hereto; or

{inyof which the share capial conferring a majority of votes at
stockholder’s micctings of such company and  the sharc capital
conferring a majortty of votes at  stockholders' mectings of &
party hereto are owned direcily or indirecily by the same
Campany,

For the avoidance of doubt, U CONTRACTOR iz comprised of
more then ope company, Affiliatcd Cowmpany shaell mean an
Affiliated Company of a CONTRACTOR Mernber.

(m) "Exploration Block™ shall mean an area, the corner points of which
have 1o be coincident with three (Gminutes by three (3) minutes
latitude and longinde divisions, according to the Isternational Grid
System where possible o1 with the existing boondarnies of the Area
covered by this Concession Agreement as set out in Anmex A",
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(n) "Development Block™ shall mean an area, the corner points of which
have to be coincident with one (1 ) minute by one (1 ) minuic
latitude and longiiude divisions, according to the International Grid
Syslom whore pogeiblec or wilh the Cxisling boundarics of the Arca
goversd by thiz Concession  Agreement 28 set out in Anniex YA®,

(o) "Developroent Arca” shall mesn the Ashrafi Development Aves ns
described in Anncx "A”,

(p) "Agreement” shall mean this Concession Agresment and iis Annexes,

(g} "(ias Sales Agreernent” shall mean a written agreement beiween BEGPU
and CONTRACTOR (a8 sellers) and BGPC or The Egyptian Natural
Gas Holdimg Comgaryy “EGAS” or 2 mutuslly agreed third party (as
hyer), which contains the terms and conditions for Gas sales from the
Developrment Ares entered into pursuant to Article VI ().

(v} “Standard Cubic Foot" (SCF) ig the amount of Gas necessary to Gl
onc (1) cubic oot of space at atmwospheric prossure of 14.65 PSLIA at
a base temperotire of sixty degrees Falrenheit (607 F),

() “EGAR” means the Egyptian Namral Gas Helding Company o logal
enfity ctcated by the Prime Minister Decres No. 1009 of 2001 as
amended and according te law Na, 203 of 1991 as amendsd,

(t} "BTU" British Thermal Unit means the amount of ensrgy reguired to
raise ihe tenperature of one {1} pound of pure water by one (1° F)
degres Fahrenheit from sixty degress Fahrenheit (60" F) to sixty one
degrees Fahrenheit (61° F) at & constant pressure of 14.635 PSTA.

(n) "Operating Company” means Ashrafi Tsland Petroleym Company
(ASHPE1CO) established on May 10 ™ 1990 under the provisions of
Law No. 43 of 1984, which termn shall be extended until the
enpiration date of this Agreement and by the congemed pariies to this
Agrecment.
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ARTICLE I

ANNEXES TO THE AGREEMENT

Annex "A" is o description of the Arcs covored and affocted by this
Agreomoent, heroinafior reforred to as the "Area”.

Annex "BY iz a provisional idlostrative mep on the scale of
approximately 1: 250 000 indicating the Area covered and
affected by this Aprecment and described In Annex "A".

Anpex "C-1" is the form of two Guarantees / Dank Letters of Guaranty
ter be submiited by CONTRACTOR to EGPC at lcast onc (1)
day boeforo the time of signatire by the Mindstor of Petroleutn
of this Agreement, the first latter shall be for the sum of thirty
million 1.8, Dollars ($30,000.000), sumantesing the execution
of CONTRACTOR’s minimum Capital Expenditures
financial obligations the second letrer shall be for the stum of
ten miltion U.8. Dollars {$10,000,600), guaranteeing the
execltion of CONTRACTOR s mintmum Operating Expenzes
financial oblipations hereunder, during the four (4} years staring
from the Effective Date. In cass of any Shortill (the difference
hetween the amount of CONTRACTOR's financial obligation of
the four (4) vears period starting fiom the Effective Date
minys the tolal amount approved by BGPC for the same
concerned  obligation period), EGPC  sghall  notify
CONTRACTOR in writing by the value of such shortfall |
Within fifteen (15) days froin the date of this notification,
CONTRACTOR shall fransfer the amount of the shortiall g
EGPC's sccount and iF CONTRACTOR did nol trans fer this
shiori fal] within lhi mentioned ffieen (15) days,
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EGPC bas the right to Houidste the concerncd Letier of
Guaranty up 1o the amourd of the shorifall Bach Letter of
Guaranty shall remgin effective for six (6) mounths after the
erd of the four (4) years period mentioned above for which #
hag been ssued except as it may be released prior to that fime
int accordance with the terms thereof

The two (2}Leticrs of Guaranty mentioned above shall be
reduced quarterly by expenditures incurred and paid by
CONTRACTOR on operstions aad approved by LOPC for
the coneerned periid,

CONTRACTOR bas the right to submit twe (2} Produciion
Gmaraniees in the form specified in Annex (C-2).

Annex "IF ig the form of a Charter of the Operating Company te be

tormed as provided for in Article V hereof,

Annex "E is the Accounting Procedurc.

Appex "K' is g current map of the National Gey Pipeline Grid Syslem

established by the GOVERNMENT.

The point of delivery for Gas ghall be agreed upon by BEGPC
and CONTRACTOR under 8 Gas Sales Agreement, which
point of delivery shall be located at the flange connecting the
Dievelopment Area Pipelineg to the pearest point on the
Mational Gas Pipeline Grid System as depicted in Annex "F"
or as otherwise agreed by EGPC and CONTRACTOR.

Annexes "A" "BY, "C-10, "CAAY "IN "ET and "F" to this Apreement

are bereby made part heeeof, and they shall be considered as having squal
force and cffect with the provisions of dns Agreement.
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ARTICLE IHE
GRANT OF RIGHTS AND TERM

The GOVERNMEMNT horeby grants EGFC and CONTRACTOR
subject to the terms, covenants and conditions set out in this Apreament,
which insofar as they are contrary 1o or incongigtent with any provisions
of Law No, 66 of 1953, a3 amended, shall have the foree of Law, an
exclugive concession in and to the Area described in Annexes "A"
and "B
(@) The GOVERNMENT shall own and be entitled, as hercinaiier

provided, to & royalty in cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved fom the
Dizvelopraent Area. Said rovalty shall he borbe and paid by EGPC
and shall not be the obligation of CONTRACTOR. The pavinent of
royalties by BEGPU shall not be deemed 60 result in ingome
attributable o the CONTRACTOR.

(b) CONTRACTOX shall be gramied five {5) years period starting irom
the Effective Date, to perform Explorafion and Development
operations for Ol and Gas in ASHRAFT DEVELOPMENT AREA.

(c) 1- A long - torm GGas Sales Agrecrnent shall be signed within s1X (&)

months from the Effective Date in accordance with and subject to
the conditions sct forth In Article V1

2- BEQPC and CONTRACTOR shall endeavor with diligencs to find
adequate markets capoble of absorbing the production of Gas and
with respect to the local mavkets, BEGPC shwll adwvige
CONTRACTOR of the potential outlets for soch Gas and the
expected anmual sehedule of demand. Thereafter, EGPC wnd
CONTRACTOR shall meet with 4 view 10 assegsing whether the
onilets for such Gas and other relevani factors warrant the
Development and production af the Gas and in case of agreement,
the Gas thos made available shsll be disposed of to EGPC or
BEGAS under 2 long-termn Gas Sales Agreement i accordance
with and subject {o the conditions sef forth in Artrle V1.




Y0 Rh e i ¥ A (o0 S £ 8 a3l Rge il Sy adl T

NSRRI N WU O RENP U i B P PR
el ch e b 4 Bha ) Daolall sl 4 fde o LS youantd
el Jy il e P chiSe 85 8 g ol Wb ol Sl Aala)
Al Al 3 g s i i U pe ity (638 'LPG
ot od Ao gl Sdidll onl gl 8 b g0 Al p O laally Sl
gz itad f 4G U Sal wllh €, A gidall 405 5l duosigl i g8, Yl
i sSdall Al
g plall cu il pls e Jpliall 4 poity calle e el ¢ Al 8 1Y)
o Tpaii plad N AEENT wla el (pa U (gl fia dgnie (g ey Jal
O g 4da it (6 my g3 FUall 8 el andl 5 gaes o 1) Al
i Y ais g el Liatll gl g oSl Y 5 aabag 4] e
¢ o) 130 Zagtn Al ol D e U sans U RSN
WAL P SO (R PRI PR (N TP ORI W PP
bl ) lelidd AN Rl iy ol Sl 4 8EH B LBgds (O 3800 2l
Cind dde totnuadl oy 23 o dad QS 1 A e (Jpesadl (Say AN
B s Lgle Jpeandt ey Al CLLLINT B jens B ol 0 dilaia JS
P SFFPREUR P [N . TP o o AN P TR . U Y 1
R TR R U EE R PINE B T A
4 B8y ol Lgallathy ) i g yumall y NS AHS ahy g o Fgliel cdasy (9
ek Y ki aall g RS a0 b LEEYY ada s gy Colilasd
sih Ay Jlied 4g) albly Lo pealyy ¢ faliol] e 33 6 34
eid o ok Ty e Bl dialiy e e 0 a5 (ST
e papalad gmth o Oy et o LIRS oab o iy 2SS
L PR R T TP W [ IS PR PR KPR I I PR WPL P [ 1 DY
Jiall y Asg ey lenll 538 3 e (pe diind o3y g3 iyl
bl Gl e et L




PE Y0 R e T A () e £1 280 g 5y sl

Development operations i respect of Gas and Crude {4l in the
formn of condensate or LPG 1o be produced with or extracied from
such Gas shall, upon the signature of & Ges sales Agrsement or
comenencercent of 8 scheme to dispose of the Gas, whether for
export as refemred o in Article VI or otherwise, be carned out by
Cperating Company and be conducted in accordance with good
Gas field practives and accepted Petroleuin ehgineering principles
ad the provisions of such agroemont or schonme.

if, npon aspphcation by CONTRACTOR # iz recopnized by
EGPC that Crode Ol or Gas iz being drammed from any Block
under this Agresment iInto a Development Block on an adjoining
concesson ares held by CONTRACTOR. the Block being
drained shall be considered as participating m the Commercial
Production of the Dcovclopmeni Block i question with the
ensuing allocation of costs and production {calculated from the
Effcctive Datc or the date such drainspe occors, whichoever i8
later) between the two Congcession Areas: The allocation of such
costs and production under each Concession Agreemeni shsll be
in the same portion that the recoversble reserves in the draingd
geologicsl structune underlying cach Concession Anca bears to the
total recoverable reserves of such struchue uwoderlyving both
Concession Aress. The production allocated to a concession area
shall be priced according to the CONCESEION AFrecmert COVETing
that coficcsgion srca.

(d} CONTRACTOR shsall bear and pay all the costs and cxpenses
required in carrying out all the operations under this Agreement
but such vosts and expenses shall not include any imterest om
myestment, CONTRACTOR shall Iook only to the Petroleum o
which 1t 1 entiiled under this Agrecment o recover such costs
and expenses. Such costs and expenses shall be recoverable as
nrovided in Article VI During the tenn of this Agreement, the
total production achieved m the conduct of such operations shall
be divided between EGPC and CONTRACTOR m accordance
with the provigsions of Article VI
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(€) (1} Unless otherwise provided, CONTRACTOR shall be subject to
Epyptian income tax laws and shall comply with the requirements
of such laws with respect to the hiling of returns, the assessinent
of tax, and keepring and showing of books and records.

(2) CONTRACTCR shall be liable to prepare the tax return, that
only the tax authornty shall be eniitled to sudt. CONTRACTOR
shall sabimit the tax return to BGPC twenty five (25) days prior to
the due date of submitting thereof to the tax anthority, EGFC shall
have the right to review tfhe lax retuen in order io acceptl the iax
calenlation thorein. EGEC shall provide comments on such returmn
within fifleen (15} daye of the date of receiving the tax return fiom
CONTRACTOR. In sy case CONTRACTOR shall be responsiblc
for submithng the tax return {o the tax authority within the doe
date,

(3} CONTRACTOR's amnual meome for Egyplian mcore tax
purpoecs under this Agrcement shall be an amount calculated as
follows:

The total of the sums recetved by CONTRACTOR from the sale
or ather disposition of all Peteoloum acquired by CONTRACTOR
pursnard to Acticle V1 {a} and {b};

Reduced by:
(i} The costs and expenses of COMTRACTOR;

(i} The value as determmed according to Article VT {¢), of EGPCYS
share of the Excess Cost Recovery Petroleum repaid to EGPC
m cash or m knd, if any,
Plus:

An gmount equal o CONTRACTOR's BEgyptian income taxes grossed up
in the manner shown o Arficle VI of Annex "E".
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For purposes of above tax deductions in any Tax Year, Article VI (a)
shall apply only in respect of classification of costs and expenses and
rates of amortization, without regard to the percentage lhimitation referred
to i the first pavagraph of Article VI {a) (1), All costs and expenses of
CONTRACTOR i congueting the operaixms under this Agreement
which are not controlled by Artick VI (8) as shove qualified shall be

deductible in accordance with the provisions of the Egyptian Income Tax
Law.

{4} EGPC shall assume, pay and discharge, In the name and on behalf
of CONTRACTOR, CONTRACTOR's Egyptian ncome tax out
of BEGPCY share of the Pelrpleym produced and  saved and ool
weed i operations under Article VI, All taxes paid by EGPC in the
narne and on behalf of CONTRACTOR shall be considercd
meome to CONTRACTOR.

(SYBEGPC shall fursish to CONTRACTCOR 1he proper official receipls
gvidencing the pavment of CONTRACTORYS Igyptinn income
fax for each Tax Year within ninety {80} days following the receipt
by EGPC of CONTRACTOR's tax declaration for the preceding
Tax Year. Such reccipts shall be ksucd by the proper Tax
Authorities  and shall state the amount and other particulars
ensiomary for such roceipis,

{6) A vsed herein, Egyptian income tax shall be inclusive of all
imeome taxes pavable o the A RE. {(ncluding tax on tax) such as
the tax on income from movable capital and the tax on profits
from comwverce and industy and inclusive of taxes based on
incomre or  profits inchuding all dividends, withholdmg  with
respect to shareholders amd other toxes #oposed by the
GOVERNMENT of AR.E. on the distribution of ncome or
profits by CONTRACTOR,
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(7} In calcolating its A RE. mcome taxcs, EGPC shall be entitled to
deduct all royalties paid by EGPC o the GOVERNMENT and
CONTRACTOR's Egyptian Incoms faxes paid by BEGPC on

CONTRACTOR's behalf.
ARTIULE IV
WORK PROGRAM AND EXPENDITURES

(@) CONTRACTOR shall commence the operations hereunder through
the Operating Comgsany tot later than six (6) months after the
Effective Date unless otherwise agresd upon by EGPC. EGPC shall
make available for CONTRACTOR's use all seigmic, wells and
other data in EGPC's possession with respect to the Area as EGPC
is cotitled to 2o do.

() CONTRACTOR chall be gramted five (3) yoars period starting
from the Dffective Dats, in accordance with Asticle [IL paragraph
() o perform Exploration s Dewelopmenl operalions i
ASHEAFI DEVELOPMENT AREA.

CONTRACTOR  through the Operating Company shall spend a
minimum  of thitty million LS. Dollars (& 30,000,000) on
Exploration and Development operabons{Capital Expenditures)
with the obligation of drilling ane (1) Gas well, in addition to &
minimum of ten million U.S. Dellars ($10,000,000) (Operating
expenses), ncluding bt not hmited to, work over and mamtenance
operations for seven (7)) wells during a period of fowr (4) years
cotimencing fom the Effective Date of thiy Concession Agresment .
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()

(d)

(€)

CONTRACTOR shall advance all necessary fumds for all
materials, equipments, supplies, personnel administration and
operations pursnant to the Fxplocation and Development operations
Work Program and Bodget and EGPC shall not be responsible to
bear OF tepay any of the aforesaid oosis,

Except as 18 appropriate Tor the processme of data, specialized
labaratory engineering and development studies thereon, 1o be
made in specialized centers cutside A RE. subject to BGPCs
approval all geclogical and geophysical sludies as well as any
othor studics rolated to the performance of this Agreoment, shell be
made inths ARE. .

CONTRACTOR shall cntrust the managenient of the Exploration
and Dovelopment operations in the ARE. to its tcchaically
competent General Manager and Deputy General Manager. The
names of such Manager and Deputy Goneral Manager shall, upon
sppointment, be forthwith notfed to the GOVERNMENT and to
EGPC, The General Manager and, m his absence, the Deputy
Goneral Manager <hall be éntusted by CONTRACTOR with
sufficient powers to carmy oul immhediadely all lawial written
directions given 1o them by the GOVERNMENT or it
representative under the terme of this Agresment. All lswhal
regnlations wsued or hercafier to be issued which are applicable
hereunder and not in conflict with this  Agreement shall apply fo
CORNTRACTOR,

CORTRACTOR shall supply EGPC, within thirty (30) days from
the end of cach calendar guarter, with a Siatement of Euploration
arwl Drevelopment operations activity showing costs incurred by
CONTRACTOR durting such guarter. CONTRACTOR's records
and negeszary supporting documents shall be avallable for
inspection by EGPC at any time during regular working hours for
three (3) months from the date of recelving each statement.
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Within the three (3) monthe from the date of receiving such
Statement, BGPC shall advise CONTRACUTOR o writing iF it
considers:
(1) that the record of costs Is not correct; or
(2) that the costs of goods or services supplied are not in line with
the international wmarket prices for goods or  services of similar
guality suppliecd on similer terms  prevailing at the Ome such
goods or services were supplied, provided however, that
purchases made and services performed within the ARE. shall
ba subject to Article XXV or

{3} that 1the condition of the mmerials [wnished by
CONTRACTOR docs not tally with their prices; or
(4} that the costs incurred arc not reasonably roquiced for opcrations.
CONTRACTOR shall confor with EGPO in commection with the

problern thos presented, and the parties shall attempt to reach &
scitloment which 18 nmtually satisfactory.

Any neiraburseiaent due o EGPC out of the Cost Recovery Petroleum as
a resull of reachmg agreement or of an arbitral award shall be promptly
made n cash o FGPC, plus simple inderest at LIBOR plus two and half
pereent (2.5%) per  aomum fom the date on which the dsputed
amouni(s) wonld have becn paid to BGPC according to Article VI (a) (2]
end  Annex "I" of this Agreement {i.e., the date of rendition of the
televamt Cost Recovery Statement) {o the date of payrment. The LIBOR
rate applicable shall be the average of the figure or figures published by
the Financial Times representing the md-point of the rates (bid and ask)
apphicable to one month 1.5 Dollars deposits i the London Interbank
Eurccurrency Markel  on each LReenth (15") day of each month
occurring beiween the date on which the disputed amount{s) would bave
peen pald o BEGPC and the date on which i€ 12 setiled,

[{ the LIBUR rate 18 avalable on any fffeenth (15 ) day but I8 pot
puhblished in the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N.A, to other
leading banks in the London Interbank Durecerremcy Market for one
month 1.8, Dollar depesits,
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If such fifteenth {15%) day is not a day on which LIBOR. rates ars quoted
in the London Imerbank Burocurrency Market, the LIBOR. rate to be
used shall be that quoted on the next following day on which such rates
ere guoted.

If within the time limit of the three {3) months peried provided for in this
patagraph, BGPC bag not advized CONTRACTOR of ile objection te
gy Statemeent, such Statement shall be considersd ae spproved,

(fy CONTRACTOR shall supply all funds necessary for its operations i
the A.R.E. under this Agreement in freely convertible corrency from
abroad. CONTRACTOR shall have the right to fecly punchasc
Egyptian currency in the amounts necessary for its operations in the
ARE from EGPC or from asy bank asythorized by  the
GOVERMNMENT to condust forcign cwrrency ¢Rchangos. Priorny
shall be given to EGPC tw puchase the foreign cumrencies from
CONTRACTOR at the same applicable raie snd date as soch
currencies nay be purchased from the Nalional Bank of Egypt.

(g} EGPC it authorized to advance tv CONTRACTOR the Bgwyption
gurreney requuired for the operationsy under thip Agreement againgt
roeoiving from COMNTRACTOR an couivalent smwunt of US.
Dollars at the official AR.E. rate of exchange, such amount m LS.
Diollars shall be deposited o an EGPC account sbrosd with 2
correspondent. bank of the Nationsl Bank of Egypi, Cairo.
Withdrawals from said account shall be used for Anancing BGPCS
and 1ts Affilisted Companies' foreign currency requireinents subyject
io the approval of the Mimster of Petrolem.
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(a)

(b)

ARTICLE V
OPFERATIONS

"Operating Company” a8 defined herein and pursuart to Annex
", shall be a private sector company, m which EGPC and
CONTRACTOR each contribute by Oty percent (5084), Operating
Company shall be sabject to the laws and regulations o toree in the
ARE. to the exdent that such laws and regulations are not
incongistent with the provizicns of this Agreemeni or the charter of
Operating Corpany. The Charter of Operating Company i3 hereto
attached as Annex " )" .

Operating Company and CONTRACTOR shall, for the purpose of
this Agreement, be ezempied from the followmg laws and
regulations as now of hereafier amended or substituted:

- Law No. 48 of 1978, on the employee regulations of public
sector companies;

- Law No. 158 of 1981, pronmlgating the law on joint  stock
companies, parinership lmited by shares snd limited liabibty
COMPANLes;

- Law No. 97 of 1983 promulgating the law conceming public
sector orpanizations and companies;

-  Law No. 203 of 1991 pronmlgsting the law on public business
sector comparnies; and

- Trovisions of part 2 of Chapter é of Law Neo. 88 of 2003,
orpanizing deslings in foreign gurrengies,
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(c)

)

(€]

The Uperating Cornpany shall prepare a work programn and budget
for firther Exploration and Dewelopment operastions for the

rernainder of the Financial year in which the Fitective Date starts;
and not later than four (4} months before the end of the current
Financtal Year (or such other date as may be agreed upon by EGPC
and CONTRACTOR) and fouor (4 monibs precoding the
commencement of each moceeding Financial Vear thereafier (or
such other date a8 may be agreed uponn by EGPC and
CONTRACUTOR) Opcraiing Company sbhall propare an  annesal
Production Schedule, Work Programn aod Budpet for further
Faploration and Desclopment for the suweceding Financial Year.,
The Production Schodule, Work Program and Budget shall be
submitted to the Board of Dirsctors for approval,

Mot later than the twentisth (209 day of each month, Operating
Company shall firnish to CONTRACTOR a written estimate of its
total cash requirements for expendiore for the first half and the
gecotd half of the sncceeding maonth  expressed in US. Dollary
having regard to the approved Budget. Such estimate shall take into
consideration any cash cxpected 1o bo on hand at month cnd.

Paytoetit for the appropriate period of snch month shall be made to
the correspondent bank designated in paragraph (¢) below on the
lirst (1%} day and flleenth (15%) day respectively, or ithe next
following business day, if such dey is not a business day.

Uperating Company 15 authorized to Eeep al its own disposal abroad
in an account opencd with & correspondent bank of the MNational
Baunk of Eewpt, Cairo, the foreign funds advanced by
CONTRACTOR, Withdrawals from said account shall be used for
payinent for goods and services acquired abroad and for transferring
to a local bank n the AR.E. the requived zmount to meet the
expenditures in Bgyptian Pounds for Operating Cotmpany in
connection with ifs activities under this Agreement.
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()

Withinn sixty {60) days after the end of cach Financial Year,
Operating Company shall submit to the concerned exchange control
authorities in the A.R.E. a statement, duly eceriified by 8 recognized
firmn of auditors, showing the funds credited to that accowtt, the
dishursernems made out of that account and the balince outstanding
st the cnd of the Year.

If and for as long denng the period of produciion operations there
gXists an excess capacity in facilities which ¢cannot during the period
of such excess be used by the Operating Company, EGPC shall have

the right to usc the cxcess capacity if it so deeires without any
financial or operational disadvantage to the CONTRACTOR or the

Onerating Compaty.
ARTICLE VI

RECOVERY OF COSTS ANID EXPENSES AND

(a) {1} Cost Recovery Petrolenmm:

Subjoct tuv  the auditing provigions woder this  Agrecmontd,
CONTRACTOR shall recover quarterly all costs, expenses and
expendifures in respest of all the Explorauon Development and
refated operations under this Agreement and which was approved by
EGPC, to the exfent and ouwt of forty percent (20%) of all
Petroleum produced and saved from ASHRAF]I DEVELOPRIENT
AREA bersunder aod pot used in Petrolewn operations. Such
Petroleum is hereinafter referred to as "Cost Recovery Petroleum”.

For the purpose of determining the clagsification of all costs,
expenses and expendifures for ther recovery, the follewmg terms
shall apply:

1. "Exploration Expenditures™ shall mean all costs and expenses
for Exploration and the related portion of mdirect expenses
angd overheads,
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2. "Development Hxpenditures” shall mean all cosis and
expenses for Development (with the exception of Operating
Expenses} and the melated portion of indirect expenses and
overheads.

(=

. ™Opcrating Expenses” shall moan all costs, cxponses and
exponditures made for Production, which costs, capenscs and
cxpenditures are not normally depreeiable.

However, Opersting Expenmses shall imclude workover, repair and
maintepance of asseis but shall not mchude any of the following:
sidetracking, re-drilling and changing of the status of & well, replacement
of assets or part of @n asset, additions, improvements, rencwals or major
averhauling.

Exploration Expenditures, Dovelopment Expendifures and Operating
Expenses, including any Expenses and Expenditures incurred starfing
fror May 10,2015 until the Effective Date, shall be recovered from Cost
Recovery Petroleum in the following manner:.

(i} “Exploration Expenditores™, shall be rocoverablc proportionally
over the available remaining quariers of the Conccssion Agrcement
period starting from the guaricr in the Tax Year in which such
expendilures are neutied and paid up (o (he expirstion date.

(i} “Development Expenditures”, shall be recoverable proportionally
over the available remaining guatters of the Concession Agreement
period starting from the quarfer v the Tax Year in which such
expenditures are curred and paid up to the expiration date,

(i} “Operaling Expenses™, incurred and paid afier the Effective Daig,
shall be recoversble in ihe same guarier In the Tax Yemr m which
such cosly and expernsey are meweed and pad,
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(iviAll BExpernises and Expendiuves wncurted through the Cpevating
Company starting from May 10% 2015 until the Effective Date
ghall be recoverable under this Ariicle starting from. the calendar
guadter of the Effective Date.

{v) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (1) and (i1} preceding, exceed the
valoe of all Cost Recovery Pettaleum for such Tax Year, the
excess shall be carried forward for recovery in the nexd succgeding
Tax Yeas(s) until [ully recovered, tul in no case alier the
termination of this Agreomoent, as o CONTRACTOR.

(viThe recovery of costs ar} expenses, based upon the megchanism
referred to above, shall be allocated to each guarter proportionstely
{one fourth to cach quarter). However, any recoverable costs and
expenses not recovered in one quarter as thus allocated, shall be
carried forward for recovery in the next guarter.

(2) Except az provided in Article VI (a) (3) and Article VI (g) (1),
CONTRACTOR shall gach guarter be entitled to take ol own
all Cost Recovery Petroleum, which  shall be taken and
disposed of in the mammer dotermined pursuant to Article VI
{c). To the extent that the walne of all Cost Recovery
Petroleutn [as determined in Article VI ()] exceeds the actual
recoverable costs and expenidiinres, inchiding any carry forward
under Avticle VI (a) (1) (iv), © be racoverad in that Quarter,
Iundied percent (100%%) of the value of Excess Cost Recovery
Petroloum shall be dovolved to EGPC | the valuo of such
Excesy Cost Recovery Petroleum shall be paid by
CONTRACTOR to RGPC either (1) in cash In the manmer set
Torth i Asticle IV of the Accounting Procedure contamed in
Amnex "E" or {11) in kind in accordance with Article VI{a) (3).
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(3) Winety (20) daye grior 10 the ¢commencement of each Calendar
Year BGPC shall be entitled o clect by notice  In writing ta
CONTRACTOR to require paviment of up to  one hundred
percent (100%) of EGPC's share of Excess Cost Regovery
Petroleom m kbind. Such pavment will be in Crude Oil from the
Area F.O.B. export termmal or other agreed delivery poim
provided that the amount of Urude Oi taken by EGPC i kind
in a quarter shall not excesd the vahe of Cost Recovery Crude
Oil  sclually taken and secparstely disposed of by
CONTRACTOR from the Arca during the provious quarior, If
EGPCs entitlement to receive payment of its share of Excess
Clost Recovery Poetroleum in kind is limited by the frepoing
provision, the balance of such entitlement shall be paid i cash.

(b} Produection Sharieg:

(1)The cemaining sixty percent ( 60 %) of the Petroleum shall be
divided between HGPC and the CONTRACTOR according to the
following ehares. Such shargs shall be taken and disposed of
pursnant o Article VI {e):

{3y Cregle Chl
Crude Ol produced and EGPC CONTRACTOR
saved  under  this SHARD SHART

Apregient  and ot
msed in Petrolenm
aperations. {BOPD)
{quarterly average).

That portion or  {eighty one percent) {nineteen percent)

increment  up o less . e
thars 30,000 BOPD. (81 %) (19%)
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That portion or (eighty thwee percemt) (sixtecn percent)
incrennent from 30,000 8 o
and up 10 less (83%) (17%)
than 50,000 BOPD .

Thai pggtiﬂn_ or (cighty five percent) ( fifteen percent)
increment from 30,000

and up 10 less (35%0) (15%)

than [G0,000 BOPD .

Thaet portion  or (eighty eipht percent) {twelve percent)
Increment from (88%) (12%)
000 and above,
(i) Gus and LPG
Gns and LPG produced BGRC CONTRACTOR
andd saved  uodor thdas
Agreement and not usad SLIARE SHARD
m Petrokeum gpemabons.  (eighiy five percent) {fifleen percant)
(SCFD) (85%) (155)

{2} After the end of each contractual yeur during the teem  of any Gas

Saled Agroement entered indo prursnant to Article VI {¢), BEGPC and
CONTRACTOR (as sellers) shall render to BGPC o BGAS  fag
buyer} a statement for o amount of Gas, if any, eqgasl to the
amourd By which  (he quantily of Gag of  which BGPC
or  BOAS {ay buyer) hag taben delivery falls below seventy five
percent {75%) of the Contrant quantities of Gua gs established by the
applicable Gas Sales Apreement (the "Shortfall”), provided the Gas 15
avatlable, Withio sixty (60) days of reccipt of the statcmzmt, EGPC
o EGAS (a8 buver) shell pay BGPC and CONTRACTOR (as
sellars) for the smount of the Shorifall, i€ any. The Shorifall shall be
inghnded i BEGPCY and CONTRACTOR's emtitlemont 1o (Gas
pursuant to Article VI {a) and Article VI (b} in the fourth {4th) quarter
of such contractual year.
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Cruantiics of Gas not taken but to be paid for shall be recorded in
s scparate “Take-or-Pay Account . Quantitics of Gas {"Make
Up Gas") which are dolivered in subscquent voars in excess of
seventy five percont {75%) of the contract quantitics of Gas as
established by the applicable Gas Sales Agreement, shall be sct
agamst and roduce guantibics of Gas m the “Takc-or-Pay”
acepunt to the oament thorcof and, to  that cxient, Bo payment
shall be duc m respect of such Gas. Such Make Up Gas shall not
be inchaded in CONTRACTOR's cnfiticment o Gas purseant to
Article VI {a) and {b). CONTRACTOR shall have no righits to
stich Make Up (ras.

If at the end of any Contractual yesr BGPC and CONTRACTOR
(as seliers) fail to debiver seventy five percent (75%) of the
annual contract quantity of Gas as defined in the Gas Sales
Agreement with EGPC or EGAS {as buyer), the diffcronce
between seveniy five percent [758%) of the amnual Contract
quantity of Gas and the actual gas quantity delivered shall be
referved to as the “Deliver- or - Pay Shortdh]l Gas”® . BGPC or
EGAS (as buyer) shall have the right to take a guantity of Gas
equal to Deliver-or-Pay the Shortfall Gas and such quantity of
Gas shall be priced at ninety percent (20%) of the Gas price as
defined in the Gas Scles Agreement The mechanism for the
Diehiver-or-Pay concept will be determined m the Gas Sales
Agreement .

The pervenlages sel forlh in Article VI (a) and (b) o respect of
LPG produced from a plant constructed and operated by or on
bebalf of EGPC and CONTRACTOR shall apply to all LPG
available for delivery,
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(¢} Valustion of Petrolewm:.
{1} Crude Oil:

(1) The Cost Recovery Crude Oil to which CONTRACTOR iz
entitled bhersumder shall be wvalued by EBGPC  and
CONTRACTOR at "Market Price” for cach calendar quarter.

(i} "Market Price” shall mean the weighted average prices
reabized from ssles by BOPU or CONTRAUTOR during the
quarter, whichever 1§ higher, provided hat the sales (0 be nsed
in sriving at the weighted aversge{s} shall be sales of
comperable quantitics on comparable crédit torma in frecly
convertible currency from F.G.B. point of export sales to non-
affiliatcd companics at arm's length under all Crade Ol sales
coniracts then in effect, but excluding Urode (0l sales coniracts
iivolving barter, and

(1) Sales, whether divect ot mdireet, through brokers or
otherwise, of EGPC or CONTRACTOR  to zmy
Affliated Company,.

(2} Sales involving & guid pro quo othicr than paymoent i a
frecly convertible curreney or motivated in whele or in
part by considerations other than the usual economig
ingentives Tor commercial arm's Tength Ceude ORI sales.

(i) 1t iz understood that in the ense of “C.LE.” sales, appropriate
deductions shall be made for transport and insurance charges
to caleulate the F.OB. pomt of export price; and alwaye
faking imto account the appropriate adjustiment for quality of
Crude Oil, freight advantage or disadvarkaze of port of
loading and other appropriate adjustments, Market Price shall
be determined separately for each Crode Oi or Crude Cil
mix, and for each port of loading,
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{iv} I during any calcndar quarter. there ave ma such sales by
EGPC andfor CONTRACTOR under the Crude Oil sales
contragts m eflept, EGPC snd CONTRACTOR  ghall
mutually agree upon the Market Price of the barrel of Crude
il o be used for such guarier, and shall be guded by all
rclovant and available evidence including cuerent prices
frecly convertible currency of leading Crude Oils  produced
by major il producmg covmiries (in the Arabian Culf or the
Mediterrancan Area), which are pegularly sold in the open
markel acverding o aclual sales coniragls lerms ol
excluding paper sales angd sales promises whers no Cruds (il
iy delivered, io the extent that soch sales are effected under
@ich terme and conditions  (exchuding the price) not
sippineantly different fom thogse under which the Crude il
to be valuned, was sold, and always taking into consideration
appropriste adjustments for Crude (Hl guality, freight
advantage or disadvantage of port of loading and other

appropriate adjustments, s the case may be, for differences
in pravity, sulphor, and sther factors gencrally recopnized by
sellers and purchasers, as reflected i Crude  prices,
transportation ninety (80} days insurance premiums, unusual
fees bome by the seller, and  for cradit termg 1o sxcess of
sixty {60} days, and the cost of loans or guarantecs granted for
the benefit of the sellers at prevadling mterest rates.

It iz the intent of the Partics that the valne of the Cost
Recovery Crude Oil shall reflect the prevailing market price
for such Crude Dil.
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(v) If edther EGPC or CONTRACTOR congiders that the Market
Price a8 determincd under sub-paragraph (ify above docs nof
reflect the prevailing market price of in the event CGPC and
CONTRACTOR fail to agree on Market Price for any Crude
01l produced under this  Agreement for any quarter withm
fitteen (15} days after the end thereof, any party may
slect at any time therealier to subimit to 4 single arbiteator
the guestion, what gingle price per Barrel, in the arbitrator's
judgment, best represents for the pertinent quarier the Market
Priee for the Crude Oil 1n question. The arbiirator shall make
his determination as soon ag possible following the gearter in
question. His determination shall be final and binding npon all
the parties. The arbitrator shall be sclected i the mammer
described below,

In the event BGPC and CONTRACTOR  fail to agree on  the
arbitrator within thirty (39) days from the datc any party notifics
the other that it has dedided to subwnit the defenmination of the
Market Price to an arbitrator, such arbitrator shall be choscn by
the appoioting auihorty desigmated i aocordance with Axticle
HXTIT (), or such other appointing anthority with access to such
expertize pg  roay be apreed to betwesn BGPU  and
CONTRACTOR, with regard to the qualifications for arbitrators
et forth belyw, upon written application of one ar both of BGPC
and CONTRACTOR, Copy of such application by one of them
shiall be promptly sent o the other.

The arbitrator shall be as nearly 85 possibie 8 person with an
established reputation in the imermational Petrolenm Industry as
ath expert in pricing and mewketing Crude Qi i internationsl
cotnineree. The arbittator shall not be 8 citizen of & conntlry
whivh does nol have diplomatic relatioms with boih the A RE.
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and CONTRACTOR's matiomality, He may not be, at the time of
selection, employed by, or an arbitrator or consultant on 8
cantimeing or freguent basis to, the American Petrelenmn [nstitute,
the Organization of the Petroleum Exporting Countries or the
Chrgamization of Arab Petroleomn Exporting Countries, or a
consultant on a continmsing basis to EGPC, CONTRACTOR or an
Affibated Company of either, but past oceasional consuliation
with such companies, with other petroleum companics,
governmental agencies or organizations shall not be a ground for
disqualification. Hce may not have becn, at any  timng during tho
twa (2) vears before sclection, sn emplovee of any Petrolenm
company or of any governmental agency or organization.

Should a selected person decline or be unsable 1o serve as
arbitrator ar should the position of arbrirator f3ll vacant prior o
the decision called for, another person shall be chosen in the
same manper provided im  this  parsgraph. EBEGPC  and
CONTRACTOR shall sharc cgually the cxponses of the
arbitrator.

The arbitrator shall make his determinzhion m  accordance with
the provisions of this parapraph, bascd on the best cvidence
available to him. [Te will review Gil sales contracts as well as
other sales data and information but shall be free o evaluate the
extent to which any confracts, data or information is substantiated
or pertinent. Representatives of EGPC and CONTRACTOR. shall
have the right to consull with the arbitrator and finmish him
written materials provided the arbiirator may impose reasonable
lirmitations on this right. EGPC and CONTRACTOR each shall
cooperaie with the arbitrator 1o the fullest exient and each shall
isure such cooperation of s trading companues. The arbitrator
shall be provided access to Crude (il sales contracts and related
data and information which EGPC and CONTRACTOR  or
their trading comparies are able to make available and which in
the judpiment of the arbitrator might aid the arbitrator in talking a
valid determinacion,
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{vi} Pending Market Price agreement by EGPC and
CONTRACTOR or detcrmination by the arbifrator, as
applicable, the Market Price agreed for the quarter preceding the
quarter in [uestion shall remgin temporarily in effect. In the
svent either BGPC or CONTRACTOR should incur a loss by
virine of the temporary contimiztion of the Market Price of the
previous quarter, it shall promptly be  reimbuoised soch loss by
the other party plug simple interest at the TIBOR plus two and
one - hall percent (2.5%) per annum rate provided for in  Ariicle
1Y {¢) from the date on which the disputed amouni(s) should
have been paid to the date of payment.

{2)Gas and LPG

(i} The Cost Recovery and Production Shares of Gas subject to
g {3ag Sales Agreercent betwesn EGPC and CONTRACTOR
(az sellers) angd EGPC or EGAS (as buyer) entered into
pursuant to Articke VI (e} shall be valued, delivered to and
purchased by EGPC al a price determined moolhly acoording
to the following formula :

PG=FxH
Where:
Pi= the value of the Gas i ULS, Dollars per thousand culric feet
(MICF}.
H = ibe oumber of British Thermal Units {BTUs)} per thousand
cubic faet (MCE) of Gas,

F = a vahie in ULS. Dollars per Million British Thermal Unks
(MMBTU} determined monthly accerding to the following
table:
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Grca‘icr tha.n 1{1 but ].csg thsm 14 (0.1625% Ercm' 3 lcss 0.125
| Bqual to or greater than 14 but less 2.15

| than 17
| Equal o or greater than 17 but less | (0.1667*Brent) less 06833
| than 20
Equal to or greater than 20 2.65

Where Brent price is the monthly average price expressed in U.S. Dollars
per harrel for BRENT {(DTD) in " Platt's Oilgram Price Keport " for ©
Spot Cruds Price Assessment — Intermational” for the month 0 question,

In the event that the value of "F" camnot be determined because Platt’s
Crilgram Price Report is not poblished at all during & month . The Parties
shall meet and agree the valve of Brent by reference to other published
sources . In the cvent that there arc no such published sources or if thic
value of Brent cammot be determined pursuamt 0 the foregoing for any
other reason , the Parties shall meet and agree a value of Brent.

(ii} The Cost Recovery and Production Shaves of {LPG)y produced
from g plant consteucted and operated by or on behalf of BGPC
and CONTRACTOR shall be separately valued for Prapane and
Butane at the cutlet of such LIMG plant agcording to the
following foromla (ualess otherwise agreed between BGPC gnd
CONTRACTORY.
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PLy = Q.35 PR

Where

PLEG = LPG price (sepatately déterniined for Mopane and Butane}
in 1.8, Dellars per inetric ton.

PR =The dverage over & period of 3 month of the figures
representing the mid-point between the high and low prices
in U5, Dollars por mctric ion quoted in "Flatt's
LPGaswire” dueing such month for Propanc and Butanc
FOB Ex-RelStor. West Mediterrancan

in the event that "Platt's LPGaswire” is ssued on  certain days dwmig a
month but not on others, the value of (PR) shall be caleulated using only
those issues which are published during such month. [n the event that
the valme of (PR} casinet b determined becaunse "Platt's
LPGaswire” is mot published at all duwring a month, EGPC and
CONTRACTOR shall mect and agree to the walue of (PR} by reforcnee
o other publivshed sourced. In the event that {bere are no such other
published sources or if the value of (PR) camsot be determined porsuant:
io the foregoing for any other réason |, BGPC and CONTRACTOR shall
meet and agree the value of (PR) by reference to the value of LPG
(Propatie and Buiane) dehivered FOB from the Mediterranean Atrea,

Such valuation of LPG is based npon delivery at  the delivery point
specified in Article VI (&) (2){iii).
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{iii) The prices of Gas and LPG so calculated shall apply during
the sare monih.

(iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than te
EGPC or EGAS shall be valued pursuant o Artiele VI (o).
()} Farceassts:

Operating Company shall prepare (not less than ningty (%)) days
privt to the begioning of cach calendar semesier following Drsl
regular produection) and furnish in writing to CONTRACTOR and
EGPC 2 forecast setting ouwt a fotal guantity of Petroleuwm that
Opemating  Company  estimates can be produced, zaved and
trangported hereundler during such calendar semester in acoordance
with geod Oil and Gas indusiry practices.

Opetating Company ghall endeavor to peoduce each  calendae
semester the forecast guantity. The Crude Cil shali bs un 1o
slorage lanks or oflshore loadmg aeilitiey constructed, mamtained
and operated asccording to GUVERNMENT Regunlations, by
Operating Comapany 1o which said Crude Qil shall be metered or
otherwiss measured for royalty, and other parposes required by this
Apgreement.  Gas shall be handled by Operating Cormpany in
acordance with the provisions of Article V1 {g) .
(e} Digprosition of Petrolewn:s;

(1) EGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispase of, currentdy all of the Crude Oil to which each 18 entitled
vader Acticle VI {a) and (b). Subject to payment of sums due to
EGPC nader Article VI {a) (2) and Article V1L, CONTRAUTOR
shall have the right to remit and retain sbroad all funds acguired
by i including the procesds from the sale of itz share of
Petrolewm.
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Motwithstanding  anvthineg to  the  contrary under fhis
Apreement, priority shall be given to meet the reguirements of
the ALRE, market from CONTRACTOR's share under Asticle
V1{ b ) ofihc Crude Oil preducced from the Arca and EGPC shall
have the preferential right to purchase such Crude Otl st & price to
be determined pursusot to Arbcle VI (¢} . The amount of Crade
il g0 purchased shall be s portion of CONTRACTOR's share
under Asticle VI (b).  Such smoumnt shall be proportionsl to
CONTRACTOR's share of the tetal production of Crade Qil
from the concession argas in the A RE. that are also subject to
EGPCs preferential night to purchage, The payment for such
purchased amount shall be made by EGPC in U5, Doflars or n
any other fecly copvertible cwrency romittablc by
CONTRACTOR abroad.

It is agreed wpon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the Calendar
Scmwster, of the amsount to & purchascd doring such scmester
under this Article VI {c) {1).

(ZYWith respect to Gas and LPG produced from the Area:
{1) Priority shall be given to meet the reguirements of the local
market az determined by EGPC.

{ii}  [n the event that BGPC or HGGAS i3 to be the ayer of (s,
the disposition of Gas to the local markets as mndicated above
shall be by virtie of long term Gas Sales Agreemenis to be
entered mto between BGPC and CONTRACTOR (as ssllers) and
BEGPC or EGAS {(as buyer).
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EGPC and OONTRACTOR {as selicrs) shall have the
abligation to detiver Gas to the following pomnt where such
(ias shall be metered for sales, rovalty, and other purposes
required by this Agreement:

{a} It the event no LP{ plant ¥ eonghimeted {6 process such
Gas, the delivery poing shall be ar the flange connecting the
DovelopmicntAvea pipeline to the negrest point oo the
Wational Cas Pipeling Grid System as depicted in Annex
"FU heretn, or as otherwise agresd by EGPC and
CONTRACTOR.

{b)} In the event an LPPG plant is construcied to process such
Gas, such Gas shall, for the purposes of valuation and sales,
be metered at the outlst to such LPG Plant. However,
notwithstanding the fact theat the metermg  shall take place
ai the LPG Plard outlet, CONTRACTOR shall through the
Operating Company build a pipeline sultable for trangport of
the processed Gas from the LPG Plant outlet to the nearest
point on the National Gas Pipeline Grid System as depicted
in Amngx "F" hereto, or otherwise agreed by EGPC and
CONTRACTOR. Such pipehne  chall be owned m
accordance with Article V1T (2) by EGPC, and its cost shall
be financed and recovered by CONTRACTOR as
Development Fxpenditores pursuant ta Article VI
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(iii} EGPC and CONTRACTOR shall consult tegether to detormme
whether to build en LPG plast for repovering LEG from any Gas
procuced hereurder. o the event EGPC and CONTRACTOR
decide to build such a plard, the plant shall, as is appropriate, be
i the viehtity of the point of delivery as determined in Awnicls 1
and Article VI(e)2(it). The delivery of LPG for, rovalty and
other pasposes reguired by this Apreement shall be at the outlet
of the LBG plant. The costs of any such LIy plant shall be
recoverable i accordance wirth the provisions of this Agresment

unbess the Mindster of Pelrolewm  aprees to sceeleraled recovery.

(IVIEGPC or BGAS {as buyer) shall have the oplion to cleet, by
ninety (90} days prior wiitten mnotice to EGPC and
CONTRACTOR (a5 sellers), whether paviuent for the Cas
which iz subject to a Gas Sales Agreement between EGPC and
CONTRACTOR (as sellers) and EGPC or EGAS (as buyer) and
LPG produced from a phnt construeted and operated by or on
behalf of BGPC and CONTRACTOR, as valued in accordance
with Article VI {c), and to which CONTRACTOR is entitled
anider  the  COast  Recovery and  Froduction Sharing
provistons of Article VI, of this Apreement, shall be made 1)
cash or 2) i kind.

Peymuents in cash shall be made by EGPC or BGAS (a8 buyer)
at Intervals provided for in the zrelevamr Gas  Sales
Apreement in U8, Dollars, remuttable by CONTRACTOR
abroad.
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Payments in kind shall be caloulated by converting  the vabue of
Gus and LPG o which CONTRACTOR is  entitled into
equivalent Barrels of Crude Gil 10 be 1aken concurrently by
CONTRACTOR from the Arca, or to the cxrent that such Crude
(il is menfficient, Crade (il from CONTRACTOR' other
councession sreas or soch other areas as may be sgreed. Such
Crude Oil shall be added to the Crude Ol that CONTRACTOR
is otherwise emtitled to Lft wnder this Apreement. Such
gquivalent Barrels sball be calonlated on the basis of the
provisions of Article VT (o) relating to the valmation of Cost
Recovery Crude (hl,

Provided thai:

(ag) Payment of the value of Gas and LPG shell always be made m
eash in U.S. Dollars remittable by CONTRACTOR abroad to the
extent  that there iv insufficieni Crude Qi available fr

Conversion as provided for above,

(bt Pavroent of the value of Gas and LPG shall slways be made in
kind as provided for above to the extent that payments in cash are
ot mede by EGPC.

Payments to CONTRACTOR {(whether in cash or kind), when
related to CONTRACTOR's Cost Recovery Petrelewm, shall be
inchided m CONTERACTOR's Statement of Becovery of Costs
and of Cost Recovery Petrolenm referred io in Article TV of
Annex "BY of this Agresment,
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(v} EGPC and CONTRACTUR shall have the right to iake and
freely dispose of the guantity of Gas and LPG by exporting such
Gas and LPG , subject to the spproval of the competent
aothorities and in case BEGPC/EGAS 1s not in need for such Gas
or LPG o meet the needs of domestic markets.

(vi)The procecds of sale of CONTRACTOR's share of Gas  and
LPG disposcd of pursuant to the above sub-prragraph (v may bo
freely remitted or retalned abroad by CONTRACTOR.

(i} the event EGPC and CONTRACTOR agree to accept new (fas
and LPG producers io join In an ongomng export project, such
producers shall have to contribuie a fair and eguitable share of
the mvestment made.

() Operations:

It following the roversion to EGPC of any rights to Crude il
hereunder, CONTRACTOR rotaing rights to Gas in the same
Coticesrion Atca , or if, following surrchdor of rights to {eas
hereunder, CONTRACTOR rciains rights to Crude Ol in the
Conecssion Arca, operations 1o explore for or cxploit the Petrolonm,
the righis to which have revertod or been sumrendered (Gil or Gas as
fhe case may be) may only be cartied oul by Operaling Cotopany
which shall aci on behall o [BGPC alone, unlesy CONTRACTOR and
EGPC agree otherwise.

(g) Tanker Scheduling:

At a reasonable time pricr 1 the commencement of Commercial
Production BGPC and CONTRACTOR shall meet and agree upon a
provedure ot scheduling tanker Lillings rom the agresd upon point
ol exporl.
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ARTICLE VII
TITLE T ASSETS

(2) EGPC shall becorne the owner of all CONTRACTOR acquired

and owned assefs which nssets were charged to Cost Recovery by
CONTRACTOR in comnection with the operations carried out by
CONTRACTOR. or Operating Company mn accordence with the
following:

(1} Land shall become the property of DUPC as soom as i is

putchased.

(2} Title to fixed apmd movable assets shall be tramsferred

auntormatically and gradually from CONTRACTOR to EGPC as
they becoms subject to recovery in accordance with the
provisions of Article VI, however the full tile to  fixed and
movable assets shall be transferred  auiomatically Do
CONTRACTOR 1o BGPC when its fotal cost has been tecovered
hy CONTRACTOR i accordance with the provisions of Article
V1 or af the timic of fcrmination of this Aprocrsemt with respoct
to all assets chargeable to the operations whether recovered o
not, whichever first oceurs.

The book valnc of the asscls created during cach calendar quaricr
ghall be communicated by CONTRACTOR to EGPO or by
Operating Company to BGPC and CONTRACTOR  writhin thirty
(30} days of the end of gach calender quarter,

(b} During the term of this Agresment EGPC, CONTRACTOR and

Operafing Company are entitled to the fidl nse and enjoyment of all
exigting fixed and movabie assels related vo the Concession Area and
all fixed and mavable assets referred to above i cormechion with
aperations hereonder of under any other Petrolewin concession
agreement enteved into by the Parties. Proper accounting adjusttnent
shall be made. CONTRACTOR and EGPC shall not dispose of the
futne except with agreement of the other,
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(c) CONTRACTOR and Operating Company may frecly import inte
the AR.E. use therein and frecly export af the end of such use,
machinery and eqoipments which they either rent or lease in
aecordance with good industry practicss, including but not [matied

to the lease of computer hardware and sofiware,
ARTICLE VI
BONUSES

(a) COUONTRACTOR shall pay to BEGPC as g signature bonus fhs sum
of four million U5, Dollars (54,000,000 ) one (1) day before the
aignature by the Minister of Perroleum of this Agrecment, aficr the
relevant law is izsued.

(h} CONTRACTOR shall pay to FGPC as an additional bonos the
surn of five million TLS. Dolkrs (6 5,600,000) in the event that the remthly
average Brend expeedy nimety ULS. Diollars per barrel (9G: § /BBL) for anx
(6) comsecutive months within throe (3) years from the Effective
Drate of s Concession Agresmeni,

(c) All the above mentioned bomses shall in no event be recovered
by CONTRACTOR.

ARTICLE [X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in ARE. at which

ngtices shall be vahdly served.
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The (eneral Mansger and Deputy (femeral Manager shall be
emtiisied by CONTRACTOR  with sufficient power o carry owt
inmediately all flocal written directions given to them by  the
GOVERWNMENT or its representatives under the ierms of this
Agreement. All lawful regulations issued or hereafter to be ssued which
ere apphceble hereunder and not in conflict with this Agreement shall
gpply to the dutics and activities of the General Manager and Deputy
Generil Manager.

All matters and notices shall be decmed to be validly served which
arc dehivered to the office of the General Manager or which arc sent to
him by registorod mail to CONTRACTOR's office in the ARE. .

All matters and notices shall be deemed o be validly served which
are delivered to the office of the BEGPC's Chief Fxecutive Officer or
which are sent to lum by regisiered mail at PGPCs inain officein Cairo.

ARTICLE X
SAVING OF PETROLEUM AND PREVENTION OF LOSS

{(a) Opcrating Corapany shall take all proper mcagures, according  to
generally accepted methods in use m the Gil and Gas industry to
prevent loss or waste of Petrolewn above or under the ground m
any form durmpg drillng, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the nght to prevent
any operation on any well that it might reasonably expect would
result it loss or damage to the well or the Oil or Gas field.

(b Upon congsletion of the drilling of a productive well, Operating
Cornpany shall inform the GOVERNMENT or its  representative
of ibe time when ihe well will be lested and ibe produciion rale
asceriained,
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(¢} Exgept in ingtances where multiple producing formations in  the
same well can only be produccd cconomically through a single
hubing string, Petroleurm shall not be produced from roultiple Oil
bearing zones through one string of tubing &t the same time,
except with the prior approval of the GOVERNMENT or its
represemtative, which shall not be unreazsonably withheld.

() Operating Company shall record data regarding the quantiiss of
Petroleaum and watet produced maonthly from Asheafi Developroent
Ares. Suchk data shall be sent to the GOVERNMENT or iis
repregentative on the special forms  provided for that purpose
witheit thirty (34) daye after the data are pbtasined. Daily or weekly
statistics regarding the production from the Area shall be svailable
ai all reascpable times for examination by authorized
representatives of the GOVERNMENT.

(e} Daily drilling records and the graphic logs of wells must show the
quantity and type of cement and the smount of any other materials
wsedd m the well for the purpose of probecimy Pelroleum, Guas
hearing or fresh water sirata.

(D) Any mbstantinl change of mechapical conditions of the well after
ity completion shiall be subject to the approval of the representative
of the GOVERNMENT.

ARTICLE X§
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, and Operasting Company shall be
permitfied 16 import amd shall be exempted from custorss
duties, any taxes, levies or fees ( including fees mipossd by
Ministerigl Degision No, 254 of 1893 issued by the Minister
of Financs, as oow or heceaffer amended or sobstituted )
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of any matwe and from the importation rules with respect to the
wnportation of maehinery, squipment, appliances, materials, tems,
mesns of transport and transportstion (the cxemption fMom taxes
and duties for cars shall only apply io cars t©o be wsed in
operations), electric appliances, afr conditionsys for officas, field
housing and facibties, clectrome spphances, computer hardware
and software, a3 well s spare  parts roquired for any of the
imported items, all subject 1o a duly approved certificate issued by
the tesponsible representative nominated by EGPL for soch
purpose, which states that the imported itomis are roguired for
conducting the operations pursusnt to this Agrecmient . Such
certificate shall be final and binding and shall agtomatically result
in the imporiation and the exemption withow aoy Turther spproval,
delay or procedure,

(b} Machinery, equipment, appliances and means of transport and
transportation imported by EGPCE, CONTRACTOR'S and
Operating Company's contractors and sub-confractors temporarily
cngaged in any activity purswant to the opcrations which are the
subject of this. Agreement, shall be cleared under the *Temporary
Eelease System” without pavment of custoras duties, any taxes,
levies or fees (includmg fecs 1imposed by Mmstenal Decision No.
254 of 1993 issued by the Minister of Finance, a8 now or hereafter
amcnded or subsixtuted) of any nature Jupon prescatation of & duly
approved cortificatc issucd by an EGPC responsible ropresentative
nominated by EGPC for such purpose  which states, that the
imperted itemws are required for conducting the operations pursuant
o this Agreement. [ems (eacleding cars not o be uwsed in
aperafions) set out i Article X1 (2) uported by EGPC's,
CONTRACTOR'S and Operating Company's confractors and sub-
confractors for the aforesaid operations, in arder to be installed or
need permanently of comammed shall meet the conditions for
exgmption get forth in Asticle XTI {a) after being duly certified by
an BEOPC responsible representative to be ussd for conducting
aperations pursuant fo this Agreement.
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(¢) The expatriate enmloyees of CONTRACTOR, Operating
Coropany  aid their confraciors and sub-contractors shall not be
entitled to any exemptions from customs duties and other ancillary
taxes and charges except within the himity of the provigions of the
laws and repulations applicable in the A R.E. However, personal
household goods and furpiture (inchuding one (1} car) for each
cxpattiafe emplovee of CONTRACTOR andfor Uperating
Company ghall be ¢lesred urler the "Temporay Release System”
(withoul paymeni of any cusiems dulies and olher ancillary laxes)
upon prosentation of a letter to the appropriate customs authoritics
hy CONTRACTOR or Operating Company approved by an EGPC
responsible roprescatative that the imported toms are unporied for
the sole use of the expairviate enmploves and his farily,; and that
such imporied iems shall be re-exporied sutside the ARE, vpon
the repatriation of the concerned cxpatriate caplayec.

(d} [tems maported into the AR E. whether cxempt or not excmpt
from customs duties and other ancillary taxes and charges
hercunder, migy Be cxportod by the impoming party at any fimce
after obtaining FGPC's approval which approval shall not be
unreasonably withheld, without any export dufies, taxes or charges
ar any tonxess or charges fom which such iterns have been alrendy
exempt, being applicable. Such items may be sold within the
A RH. afier obtaming the apiprowal of EGPOC which approval ghall
not be unreasonakly withheld. In thiz event, the purchaser of such
erns shall pay afl applicable customs dutics and other ancillary
taxes and charges according to the condition and valie of such
#ems and the fardl applicable on the date of sale, unless such
iemis bave already been sold to an AfTibiated Corgpany of
CONTRACTOR, if any, or FOPC, having the same exemption, or
uiiless title 1o such tiems (excluding cars not used In operations)
has passed 10 EGPC.
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In the event of any such sale under this parsgraph (d}, the proceeds
from such sale shall be divided in the fellowing nuanmer;
CONTRACTOR shall be entitled to reimbursement of is
unrecoversd cost, if any, in such Kems and the excess, i any, shall
be paid to BGPC.

() The exemption provided for in Article X1 (a) shall not apply to any
mmported tems when dems of the same or subsiantally the same
kind and quality eae  manofacumed  locally  meeting
CONTRACTOR's andfor Operating Company's specifications for
quality and safety and are availsble for timely purchagse and
delivery i the ARE. at a price not higher than ten percent {10%)
of the ocost of the mported item, before onstoms duties tat after
freight and msurance costs , if any , have been added,

{(f} CONTRACTOR, EGPC and thoir respoctive buyers shall have the
right o export the Petrolenm produced from the Area pursuant to
thizs Agreeiment; and such Petrolsum shall be exempted from any
cusioing dutics, any taxces, lovics ar any other imposts in respoct of
the export of Petrolenm hereunder.

ARTICLE XH1

BOOKS OF ACCOUNT : ACCOUNTING AND
PAYMENTS

(a) EGPC, CONTRACTOR and Operating Cotnpany thall each
maintait at theyr business offices i the A RE, books of accour,
m gccordance wih the Accourting Procedurs it Annex "E" and
accepled accouniing practices gemerally used m the Pelrgleym
mdustry, and such other books and records as may be necessary to
show the work performed under this Apgreement, schiding the
amoynt snd value of all Petroleum produced and saved hereomer,
CONTRACTOR and Operating Company shall keep their books of
account and acepunimp records in Uniled States Dollars,



Y0 Rh e i ¥ A (o0 S £ 8 a3adl— g il Sy adl 1Y

e pain 5 2l Yginn f Lo Kallty jed cobenty B 38 )20 ot
ﬂm@aMmjsumlshwhmg@mﬁjﬁwujﬁﬂ
s plall g F lgde gy letias f dagfadl adly 30 KA,
L gtas J 2agfall by e oty 3 yongha alcspila gl el jpdd
bl ade dgdet 530 B AT e Leg (T ) B0 DA

_JM é.:.lw_j _'p’l.i.ﬂk L:,}"L&'_};é"_j mi EJJS.:EMJL Lf.!l.}!.um-.“ _‘;!Lé.ﬁ{s.g}
pamadll bl B W e B8 Jala 0088 o g aglles gl
oA gSall e i gdall yn ediall A8 gy

fag poia Al o et g 2l N Gy Uy Bl S plial o35 (2]
Lo palt Tl pay amy el (8] Zel 55lath W se g b 4y Salad
RN [ EWAL Y . L W PR NPT A I
o AEIETY 230 o yay Apd y S Cialand) e Ol
R R AR R ST LR P T (U A Y
i—les e Cps A AN 5 Rl Jeall ity ¢ gy el
. e (¢ s

e i Lagd 0l el L8 2 a0 40D Badtngy aay (i)

clbandl Lo 255 4540 Moo AEENY] 630 g e Bae (J sl 18

Lagd J Clilonlly 40980 38 300 5 JplBall Lunppg Ailalad 8 2y flad

A e Sal a e LK A L) By pBee o AajSad Y

¢ it Aelia ok S ey Rl () e U ¢ Ygalias

R T { WP PO R AL I 15 P PO DU FX S0 & P Y AR R

Bl it b Lyl Bl gt sialy cblanlty Ziah S 00 L i
sl Salall d ddnee ot LS la ool Ty pde SEIEN



Vot YoV 0l pabg ¥ 8 () Se £1 33l Tgan 3 5y 0l

Operating Company shall furmish i the GOVERNMENT or its
representatives monthly returns showing the amount of Petrolennt
produced and ssved bereunder. Such returns shall be prepared in
the form required by the GOVERNMENT, or is representative
and shall be signed by the General Managoer or by the Dieputy
General Manager or a duly designated deputy and delivered o the
GOVERNMENT or its representative within thirty (30) days afer
the end of the mwonth covered mn the retums.

(b)Y The aforcsaid books of account and other books and records
referred to above shall be available at all ressonsble times for
mspeetion by  duly awthorized representatives  of  the
GOVERNMENT.

(g} CONTRACTOR ghali submit io RGPC 2 Profit and T.oss
Stalement of iy Tax Yesr nol laler than lour {(4) monthy alier ihe
commriencement of the following Tax Year to show g net profit or
Inss fiom the Petrolenm operations under this Agreement for such
Tax Year.

CONTRACTOR shall at the same time submit a verr-end Balance
Sheet for the same Tax Yesr to EGPC. The Bsalance Sheet snd
financisl statements shall be certified by an Egyptian certified
accounting firm,

ARTICLE XIIT
RECORDS, REPORTS AND INSPECTION

{2} CONTRACTOR and/or Operating Commpany shall prepare and, at
all times whtle this Agresment 18 in force, maimtam  accuraté and
cureent records of s operations in the Area, CONTRACUTOR
and/or Operating Cotnpany shall furnish the GOVERRMENT ar
its representative, in conformity with applicable regulations or as
the GOVERNMENT or its representative may , in accordance
with sonund and accepted Petrolenm mdustry practices ,requirg
miormation and dats concerning ils operations under this
Agreement. Cporating Company will perform the functions
mdicated in this Article XIIT in accordance with its le as
apecilied in Article V.
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(b} CONTRACTOR and/or Operating Company shall save and kegp
for a reasongble period of time a representative portion. of each
sample of cores and cuttings taken from drilling wells, to be
disposed of, o forwarded tw the GOVEBRNMENT or its
representative in the mamer directed by the GOVERNMENT. All
samples acquired by CONTRACTOR andfor Operating Company
for their own purposes shall be considered available for Inspection
at  any  reasomnable time by the GOVERKMENT or is
toprosenlalives.

(¢} Unless otherwise agreed to by EGPC, I case of exporting any
rack samplcs outside ARE., samplcs coguivalent in size and
gquality shall, before such cxportation, be delivered to EGPC as
represemtative of the GOVERNMENT,

(d) Originals of records can only be cxpoticd wilh the pirepission ol
EGPC; provided, however, thot mapnetic tapes and any other data
which st be processed or anslyred outside the ARE. may be
exported if 2 montdor or a2 comparable record, if availables, is
maintamed in the A R.E. axxl provided that such exports shall be
repatriated o ARE. promptly followimg such processing or
analysia on the understanding that they belong to BEGPL.

(g) During the period CONTRACTOR iy condneting the operations,
EGPECs duly authorized ropresentatives or canpleyees shall have
the right to full and complete acoess to the Area at all reasonable
times with the Tight 1o observe the operations being conductid and
to inspect all assets, records and data kept by CONTRACTOR.
EGPC's representative, in exercising fte rights wnder the preceding
semtence of this paragraph (e), shall not ioterfere with
CONTRACTOR's operations. CONTRACTOR shall provide
EGPC with copies of sny and all  dats {(imgluding, bt not
hmited to, geological mnd geophysical reports, loge and well
surveys) information and interpretation of such data, and other
information in CONTRACTOR's possession,
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ARTICLE XIV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible i law toward
third parties for sny damage caused by CONTRACTOR's Exploration
operations and shall indemnify the GOVERNMIENT of ARL. and/or
EGPC agamst all damages for which they mav be held hiable on account

of any such operations,

However, any damape resulting from issuing any order, regulation of
direction of the GOVERNMENT of the Arab Republic of Egypt whether
i1 the form of & law or otherwise, BGPC and/or CONTRACTOR shail be
exempted from the responsibility of non performance or delay of any
abligation horeunder, in conscquence of issning these orders, repulstions
or directions in the hmration of imposing these orders, regulstions or
directions. CONTRACTOR shall be granted the necessary period o
resloie the damage done of the mon porformance of delay by adding a
period to the period of the Agreoment, with respeet to the Block or
Blocks affected Dy thede ordens , regulations or directions.

ARTICLE XV

PRIVILEGES OF GOVERN]
REPRESENTATIVES

Duly awlboried representalives of the QGOVERNMENT shall have
access to the Arca covercd by this Agreoment and to the Operations
conducted thersom. Such representatives mey examine the books,
registers and records of EGPC, CONTRACTOR and Operating Compatny
and make a reasonable nomber of surveys, drawings and testz for the
purpose of enforcing thi=s Agreement. They shall for this purpose,
be entitled 10  make reasonable use of  the machinery and
instruments of CONTRACTOR or Operating Company on the candition

VIENT
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that no dsnger or impediment to the operations herconder shall arise
directly or indirectly ffom such use. Such representatives shall be given
reazonable assistance by the agents and employees of CONTRACTOR or
Operating Company so  that nope of the activites shell endanger or
hinder the safety or efficiency of the operations. CONTRACTOR or
Operaring Company shell ofier such represeniatives all privileges and
faciliies accorded to its own emplovees n the flield and shall provide
them, free of chargs, the use of reasonable office space and of adequately
furnished housing while they arg in the field for the purpess of
facilitating the objectives of fhus Articls. Without prejudice to  Asticle
XM (c) any and all mformation obtained by the GOVERNMENT or
its reprosentatives voder this Artiels XXV shall be kept confidential with
raspect to the Area.

ARTICLE XVI
EMPLOYM ENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(@) It is the desirc of EGPC anmd CONTRACTOR that epcrations
hereurder be condipeted in 8 busincss-like and cfficient manner:

(1} The expotriste adounistrative, peofessional and technical
persomnel employed by CONTRACTOR or Operating Company
and the personnel of its contractore for the condect of the
operations hereunder, shall be granied a residence as provided
for in Law Wo. 82 of 1960 as amended and Ministerial Order
No. B180 of 1996 as amended, and CONTRACTOR agrees that
all immigration, pasgpon, vis and employment regulations of
the AR.E. shall be applicable to all alien employees of
CONTRACTOR working In the ARE. .
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(2} A miumum of twenty-five percent {23%) of the combmed
galuries and wases of each of the sxpatrste sdministrative,
professional and  techmical persomnel  emploved by
CONTRACTOR or Operating Company shall be  paid monthly
in Egyptian Currency.

{(b) CONTRACTOR and Opcrating Company shall cach scloct its
cmplovess: and determine the nombor thoeof to be used for
operations hereunder.

{c) CONTRACTOR, shall after consultation with EGPC, prepare and
carry out specialimed traiming programs for all s ARE.
employees engaged in operations  hercunder with respect to
applicable and financial aspects of the Petroleum industry.
CONTRACTOR and Opersting Company shall give preference to
the empsloyment of qualilied Egyplian balionals.

(d) During the five {5)vears period starting from the Effective Date
mentioned in Article T hereunder ,CONTRACTOR shall give
mutually agreed nwabers of BEGPC emnlayees an opportundty to
atiend and participate in CONTRACTOR's and CONTRACTOR's
Affiliated Companies training programs relating to Explorationand
Development operations, with anmal total cost one huomdred
thousand .58, Dollars (5106G,000). In the event that the total cost of
such programs 1§ less than one hundred thousand UR, Dollars
($100000F in any Financial VYear during such period
CONTRACTOR shall pay EGPC the amount of the shortfall
within thirty {30} days following the end of such Financial Year,
However, BGPC shall have the right that sald amount one hundred
lhousurd U8, Dollas ($100,000) allocaled for iraining, be paid
direetly i EGPC for such purpose.
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ARTICLE XVIE
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law

MWes, 66 of 1953 for Mimesand Quearries {exciuding Article 37
thereof} as amended by Law No. 56 of 1956 and the regulations
issned for the implementation thereof, including the regulations
for the safe and efficient performance of operations carried out for
the execution of this Agreement and for the conservation of the
Petroleum resources of the AR.E. provided that no regulstions,
or medification or nterpretation thercof, shall be contrary to or
meonsistent with the provisions of this Agreement.

(b)Y CONTRACTOR and Operating Company shall be subject to the

provisions of the Law No. 4 of 1994 concemning the environment
andd 8 execabive regulation as may be amended, a8 well as any
laws or regulations may be issued , concerning the protection of
the environment.

{c) Execcpt as provided in Article TII () for Incomwe Taxcs, EGPLC,

CONTRACTOR and Opcrating Company shall be cxcinpicd fom
all taxcs and duotics, whether imposcd by the GOVERNMENT or
rounicipalities including amonge otherd, Sales Tax, Value Added
Tax and Taxes on the Exploratiom, Developroent, exiraciing,
pioducing, exportng or tansparting of Petrelewn and LPG as well
as ary and all withholding taxes that might otherwise be imposed
on dividends, interest, technical service fees, patent and frademank
reyvaltien, and  similar #ems. CONTRACTOR shall alse be
exempted from any tax on the liguidation of CONTRACTOR, or
distributions of any imcome fo  the shareholders of
CONTRACTOR, and frorm sy tax on capital
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(d} The nights amd obhgatons of BGPC and CONTRACTOR
herepnder, and for the effective term of thizs Agreement shall be
poverned by and i accordance with the provisions of this
Agreement and cen only be aliered or amended by the wriiten
muatual  agreement of the wid contracting parties in the same
procedures by which the ornginal Agreement has been issued.

(e} The contractors and subecovtractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Apgreement which affect them, Ingofar as all regulations which are
duly issued by the GOVERNMENT apply {rom time to time and
are not In accond with the provisions of this  Agreement, such
regulations shall mnot zpply to CONTRACTOR, Opcrating
Company and ther respective contractors and sub-coniractors, as
the case may be.

(f) EGPC, CONTBRACTOR, Operating Compsny and ther
respoctive  conbractors and  sub-contractors shall for  the
purposes of this Agreement be exempied ffom all professional
stamnp duties, inposis and levies mnposed by svodical laws with
regpect to their documents and activities herelinder,

(g} All the exenopiions from the spplicstion of the ARE. laws or
regulations granted to EGPL, CONTRACTOR, the Opcrating
Company, thewr coniraciors and sub-vontraciors under this
Agroement shall mclude such laws and regulations as prescntly in
affect or hereafter amended or substituted.

ARTICLE XVIIE
STABIIZATION

In ¢ase of changes m existing lepiglation or regulations apphicable to the
conduct of Exploration, Development mnd production of Petroleom,
which take place afler the Effective Date, and which significantly
affect the ecconomic interest of this Agreement io the deiriment
of CONTRACTOR or which 1mposes on CONTRACTOR an obligation
to remit to the ARHKE the procesds from saler  of
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CONTRAUTOR's Petroleurn, CONTRACTOR shall notify EGPC of the
subject legislative or regulatory measre and also the conseguent effety
upen issuing legislation or regulation which impact on the stabilization.
In such case, the Parties shell negotiste possible modifcations to ths
Agrecment designed to restore the economic balance thereof which
existed on the Effective Date.

The Partics shall usc their best offerts to agroo on amendmonts to this
Agreoment within nincty (90) days from afercsaid notice.

These amendments o the Agreement shall pot in any event diminish or
merense the rights and oblipations of CONTRACTOR as these were
agreed on the Effective Date.

In case of the parties’ failure to solve the disputes , Article XXTIT of thiy
Agrecroent shall be applhied .

ARTICLE XiX
RIGHT OF REQUISITION

(a) In case of national eraergency due to Wir or inminent expectation
af war or internal canses, the GOVERNMENT may reqguisition all
or part of the productipn from the Avea obtained herennder and
require Operating Company 10 mcrease such production o the
utragt possible paxitmir, The GOVERNMENT mav  also
requisition the Gil ad/or Gas feld itsell and, if necessary, related
facilitiss.

(b) In amy such case, such requisition shall not be effecied except after
mvitng BEGFC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to expreas their
views with respect to such reguisition.
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(¢} The reguisition of production shall be effectesd by Ministerisl
Order. Any requisition of an Qil and/or Guas field, or any velated
facilitios shall be effected by a Presiderntial Decres duly notified to
EGPC and CONTRACTOR.

(d) In the event of amy requisttion as provided above, the
QOVERNMENT  shall indemmify im full EGPC  and
CONTRACTOR for  the period during which the reguisition is
rugmtaimed, mchidmg:

(1) All damages which result from such requisition; and

(2)Full repayment cach month for all Potroleum cxiracted by the
DUOVERNMENT less the rovaity share of sush production
However, any damage resulting from cnemy attack is not
within the meaning of this paregraph {@). Pavment bersundes
shall be made to CONTRACTIOR in U.S. Dollars remittable
abroad. The price paid to CONTRACTOR for Petrolenm taken
shall be calculated in accordance with Article VI {c).

ARTICLE XX
ASBIGNMENT

(a) Neither EGPC nor CONTRACTOR may assign to a person, firm
ar corporation, in whele or in part, any of s rights, privileges,
duties ar obligntions under this Agreemernt either directly o
mndirectly (indiract assigmvent shall miean, for sxample bot not
mited to | any qale, purchase, transfer of stocks, capital or assets
or any other action that wounld chenge the control of
CONTRACTOR/CONTRACTOR MEMBER on its share in the
company's capiftsl] wihouwt the written consemt of the
GUOVERNMENT, and m all cases prionty shall be given to EGP'C,
if it so desires, to obtain sach interest tended to be assigned
{except assignment io an Affiliated Company of the same
CONTRACTOR Member].
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(b) Withowt prejudice to Article XX () , CONTRACTOR may assign
all or any of itz nights, privileges, duties and obhgations under thas
Agreement to an  Affilisted Company of the same
CONTRACTOR/ CONTRACTOR Member, provided that
CONTRACTOR shall notify EGPC  and the GOVERNMENT in
writing and obtain the written approval of the GOVERNMENT on
the assigniment.

in the case of an assigrument ether in 4 whole or in a part to an
Affiliated Company, the assignor together with the assignec shall
rernain jently and severally liable for all dotics and obligations of
CONTRACTOR wnder this Agreement provided such Affiliated
Company rernaing in the same capacity as an Affiliated Company,

(¢} To enable conuideration to be given to any request for guch
GOVERNMENT's consent referred (o in (a) or (b) above , ihe
following conditions muet be fuliilled:

(1) The obligations of the assignor deriving from this  Agrecment
must have been duly fulfilled as of the date such reguest 15
14718 =0

(2) The mstrimient of assigment nmist inelude provisions stating
preciasly that the sswignes g hound by all COVENANTY
contained in ihis Apreement and any mwdifications or
additions i writing that up fo such time may have been
made. A draft of such msroment of assignment shail be
submitted to BGPC for review and approval before being
formally executed .

(3) The assignon(d) most subinit o EGPC reasonable documenty
that gvidence the assignes's finencial and technical
competenceand the documenis that confinm the affiliation of
such  company to the CONTRACTOR/CONTRACTOR
MEMBER.

(d} Any assignment, sale, transfer or other such conwvevance made
pursuant o the provisions of this Article XX shall be fiee of any
transfer, capital gaing faxes or related fawes, charges or fees
meluding witboul lindalion, all Incoow Tax, Sales Tax, Value
Added Tax, Stamp Thaty, or other Taxes or similar payments.
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(e} Unge the assignor and a proposed third party assignes, other than
an Affiliatcd Company, have apgroed the fimal conditions of an
assignment, the assignor shall disclose  details such fnal
conditions, inchuding the walue of each sssipnment deal valaed in
1.8, Dollars ., m 2 writien notification to EGPC. BEGPC shall have
the right to acguive the interest intended to be assigned, i within
ninety (90) days frowm assignor’s written notification, HGPC
delivers to the assipnor a written aotification that & accepts the
same condilions agreed o with the proposed ihird parly assignee.
if BEGPC docs not deliver such notification within such nincty (50)
day peniod, the assignor shall have the right to assign to the
proposcd third party assignee, sulyjoct to the Government approval
under paragraph {a) of this Article.

In the event that EGIMC exercises s option fo scquire the wderest
intended to be assigned and if a joint operating agreement is not
alrcady existing among the DONTRACTOR MEMBERS including
the aggignor, BGPRC and CONTRACTOR shall negotiate in good
faith to cnicr into a joint opcrating agrccment, according to the
model published by the Asscciation for Internations] Petrolenm
Negotiators t¢ finalize such apresment within ong lmndred and
twenty (120) days from EGPC’y potification If BGPC and
CONTRACTOR cannot agree on 3 joint operating agreernent
within such one handred and twenty (1 20) day period, the assignor
shall have the ripht to assign to the proposed third party assignes,
subject to the Government approval under paragraph (2) of this
Article.

() As long as the asgignor shall hold any intevest under this
Agreament, the asgignor ipgether with the assighee shall be joinily
and seversily Hisble for all dutics and  obligations of
CONTRACTOR uynder this Agreemend,
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ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO
CANCEL

(8} The GOVERNMENT shall have the right fo cancel this Agreerment
by Crder or Presidential Decres, with respect to CONTRACTOR,
im the following instances:

(1) If it knowingly has submitted any falee stoterments to the
GOVERNMENT which were of a matenial consideration for the
gxecntion of this Agreement,

(2% If 1t assigns any miterest hereunder contrary to the provisions of
Article X3X;

(3} If it is admdicated banknmt by a court of competent jurisdiction,

(4} T it does not comply with any final decision regched  as the
result of court proceedings conducted wnder Article XXITH(a);

(53 If it intentionally extracts any mineral other than Petrolewm not
authorized by this Agreement or without the suthority of the
GUOVERNMENT, cxcopt such cxtractions as may be unavoidable
as the result of the opcrations conducted hercunder in accordance
with accepied petrolenm industry practice and which shall be
notified to the GOVERNMENT of its representative a8 s00n a5
possible; and

(6) If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1253, as amended by Law No. 86
of 1958, which are not contradicted by the provisions of this

Agregment.

Such cancellation shall take place without prejudice to any rights
which may have acorped to the GOVERNMENT  apainst
CONTRACTOR in accordance with the provisions of  ihis
Agreement, and, m the evemt of such cancellation,
CONTRACTOR, shall have the right 1o remove from the Area

all its personal property.
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() If the GUVERNMENT deems that one of the afovesaid causes
(other than 8 force majoure cause referred to i Article XX} exdste
to cancel this Agreement, the GOVIERNMENT cshall pgive
CONTRACTOR ninety {20} days writen ngtice personally served
on CONTRACTOR's General Manzager i the legally oflficial
manner and receipt of which is acknowledged by him or by his
lepal agents, to remedy and remove such cause: but  if for any
reason such service i3 impossible due to yanctified change of
address, publication i  the Official Journal of ihe
GOVERNMENT of such notice shall be considored as valud
setvice upon CONTRACTOR. If at the end of the said ninety (90)
day notice pertod such cavse has not been remedied and romoved,
this Aprecroent mey be canceled  forthwith by Oheder or
Pregidential Decree as aforesaid;, provided however, that if such
causse, or the fatlure to remedy OF remove such canes, resulis fom
any act or omission of one party, cancellation of this Apreement
shall be effective only apaimet that party and not ax against amy
ather party hereto.

ARTICLE XX
FORCE MAJEURE

(a) The norn-performance or delay in performamnce by BGPC and
CONTRACTOR, or ¢ither of them of any obligation under this
Agreemnent shall be exeured 1f, and to the gxtent that, such non-
performance or delay is cauzed by Force Majeure. The period of
any such non-performance or delay, topsther with such period as
may be necessary for the restorstion of any damage done during
such delay, shall be added to the tme given in this Agresment for
the performance of such obligulion and for the performence of any
obligation dependent thereon end consequently, to the term of this
Agreement, but only with respect to the block or blocks affected.
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(b} "Force Majewre” within the meaning of this Article XXTI, shall be
any act of CGod, insurrection, riof, war, sirike, and other labor
distmibance, fires, floods or any cause not due {0 the fanlt or
neghgence  of BOPC and CONTRACTOR or either of them,
whether or not similar fo the foregoing, provided that any such
cause i3 beyond the  reasonable conirel of EGPC and
CONTRACTOR, or either of them,

(e} Wilthout prejudice 1o the above and except as may be otherwise
provided herein, the GOVERNMENT shall mewr no responsibility
whatsoever to EGPC and CONTRACTOR, or either of them for
any damagces, resirictions or Ioss ariging in conscguence of such
case of Foree Majenre heremafier referred to in this Article.

ARTICLE XX
DISPUTES AND ARBITRATION

(#) Any dispule, confroversy or claim arising oul of or relaling o Lhis
Agrecement or the brosch, tormination or wveldity thercof
between the GOVERNMENT and the parties shall be referred to
the jurisdiction of the appropriate courts of ARE, 10 setile any
dispute ansing on the interpretation or the execution of any term of
thiy Agresment.

(b) Any dispute, confroversy or claim arising ot of or relating 10 this
Agrcemont, or broach, fenmination or invalidity  fhoreof between
EGPC and CONTRACTOR shall be settled by arbittation in
gocordsnce with the Arbiration Rules of the Cairo Kegional
Center for Imemational Comunercial Acbifration {the Cerder} in
gffect on the date of this Agreement, the spprovel of the Mimster
af Petrgleum 18 provided in case BOPC decided to indtiste  to
arbitration. The award of the arbiirators shall be final and binding
o the pariics,

(¢} The mmber of arbiirators shall be thres (3).
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() Each party shall appoint one arbitrator, T, within thirty (30} days
after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the pame of the erbitrator be appoints, the ¢laimant may request the
Center to appomt the second arbitrator.

{e} The two arbutrators thus appomted shall choose the third arhitrator
who will act a8 the presiding arbithator of the tribunsl, If within
thirty (30) days alier the appoiniment of the second arbilrator, the
two arbitrators have not agreed upon the choice of the presiding
arbiirator, then either party may request the Secrefary General of
the Permanent Court of Arbitration at the Hague o dosipnate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrater in the same way as & sole arbiteator wounld be
appoimted under Article 6.3 of the UNCITRAL Arbitraion Eules.
Such presiding arbitrator shall be a person of 2 nationality other
than AR.E. or CONTRACTOR's natiopality snd of & counfry
which has  diplomatic relations with both ARE. and
CONTRACTOR's nationality and who shall have no economic
mnrerest i the Petroleum busmess of the signatories hereto.

(f) Unless otherwise apreed by the parties to the arbitration, the
arbitration; including fhe making of the award, shall take place in
Camro, ARE. .

(g} The dewion ol ihe arbibrators shall be [nal ind bindng upon the
Parties (including the arbitration feer and all the related issuss and
the execution of the arbitrators decision shall be referred to the
appropriate courts according 1o the Egyptian lawes,

(b} Egyptian Law shall apply to the dispule except that in the event of
any conilict between Epyptian Laws and this Agreement, the
provisions of this Agreement (nchuding the arbitration provision)
ghall prevail. The arbitration shall be conducted in both Arabic and
Frolish lanpnapes.
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(1) EGPC and CONRTRACTOR shall agree that if, for whatéver
reason, arpatration in sccordence with the above procedure cannot
take place, sll disputes, controversies or claims  arsing ouf of or
relatitg to this Agreement or the breack, terrmination or invalidity
thereof shill be settlad by ad hoc arbafration ih accordancs with the
UNCITRAL Rules in effect on the Effective Date,

ARTICLE XXIV

STATUS OF PARTIES

(a) The nghts, dutes, obhgations and habilities of BGPC and
CONTRACTOR hereunder shall be several and not  joint or
colleetive, if boing undorstaod that this Agreement shall not be
construcd a8 comsiftuting an  associztiom of corpomation o
parimetship,

(by CONTRACTOR shall be subjoct to the laws of the place where &
iz incorporated regarding s logal status or ercation, organization,
charter and by-laws, shareholding, and ownership,

CONTRACTOR's sharcs of capital which arc entirely held abwoad
shall not bc nogotiable in the AR.E. and shall not be offerced for
public subscription nor shall be sabject 0 the stamp tax on capital
shares nor any tax or duty n the ARE.. Anv procedure carried
ot by CONTRACTOR/CONTRACTOR MEMBER m A.RLE. or
outside ARE. that leads to change of the comrol of the
CONTRACTOR/CONTRACTOR MEMBER on its share in the
company's capital , shall be subject to the procedures and
provisions Article XX "Assipnment”. CONTRACTOR  shall be
exempted from the application of Law No. 1359 of 1981 as
ammended.

(c) In case CONTRACTOR consists of more than one member, all
CONTRAUTOR Mernbers shall be jointly and severally lizble fot
the perforrmnes of the obligations of CONTRACTOR under this
Agreement .
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ARTICLE XXV
LOCAL CUNTRACUTORS ANRD
LOCALLY MANUFACTURED MATERIAL
CONTRACTOR or Operafing Company, as the case may be, and

thci contractors shalk:

(a) Give priorily to local contractors and sub-contraciors, including

EGPFC's Afitlisted Companies as long as their performance is
comparable with imternational porformance angd the prices of thewr
services ame not higher than the prices of other contraciors and sub-
gontraciors by mare than fen pereent {10%),

(by Give preference fo locally manufactured material, equipmient,

machinery and consumables go long as their quality and time of
delivery are comparagble to itermationelly available material,
equipiment, mochinery and comsnmables. However, such material
equipmient, machinery and conswmables may be imported for
gpergiions  condueied hereunder if the local price of such tems
at COMTRACTUR's or Uperating Company's opsrating base m
ARE, is more than ten pencent (10%) hipher than the price of
zuch imporied ilems before cusioms duties, bul afler transporiation
andd ingurance costs have been added,

ARTICLE XXVI
ARARBIC THXT
The Armbic version of this Agreement shell, before the

appippriate cowrts of A RE,, be referred 10 in ¢congbruing or fnterpreting
this Apresment provided howewver , thal in apy arbiiralion pursuatil 10
Article XXIIT hergin above between BEGPC and CONTRACTOR the
English and Arabic versions shall both be referred to as having equal

force in construing or interpreting this Agresment.
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ARTICLE XXVI
CENERAL

The headings or titles 10 each of the Articles 1o this Apresment
arc solcly for the convenience of the partics hercio and shall not be used
with respect to the interpretabion of said Articles.

ARTICLE XXVIII
COPTES OF THE AGREEMENT
This Agreement i1s ssued m  five {5) identical origioals, the
Governmert and EGPC retain thiee (3 orgingls, CONTRACTOR
etamns two (2] original of this Agreement to act i accordange D 1ty

provigions if necessary,

ARTICLE XXX
LEGAL HEADDUARTERES

The partiss spproved that the address supplemented to their entity
in the preface I their chosen address for netification, all notices sent and
corrgspandences received in such address gre considersd vahid with the
omtcome of all s lepkimate eficcts. In the evemt sny of the parties
changes the aforesaid address, such Party shall notify the other Party by a
registered letter upon receipt otherwise, the comespondence only sent to
the aforementioned address is to be considersd valid with the ouicome of
all ity legitimaie effects.
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ARTICLE XXX

AFPROVAL OF TIHE GOVERNMENT

This Aprcement shall not he binding upon any of the partics
herete unless and untl 3 law 15 ssusd by the compefent authoriies of
the AR.E. authorizing the HMinisier of Petroleum o sign ihis
Arreement and piving this Apresment full force and effect of law

notwithstanding any countervailing Governmmental enactment , and the
Agreement 18 signed by the GOVERNMENT, EGPRC, and
CONTRACTOR.

[EQC PRODUCTEON B Y,
In bis capacity

i T4 1 S ———

& 3 R ——
CDEF SURLZ ASHRAFI BV,

I Big cagpacity

[ 10 1 xR —————

By: e

EGYFTIAN GENERAL PETROLEUM CORPORATION
In Ris capacity

PUEEMRE ;oo s e s s

BY: e i o e
ARAB REPUBLIC OF EGYPT

in his capracity

FRELITRE T oo oo st i s s s s s s s s s

3 T —
LIATH:  omemoen -
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ANNEX A
CONCESSION ACREFMENT FOR PETROLEUM
EXPLORATION, DPEVELOPMENT ANDG EXPLOTTATION
BETWEEN
THE ARAR REPUBLIC OF EGYFPT
AN
THE EGYPFTIAN GENERAL PETROLEUM CUORPORATION
AMED
IROC PRODUCTION B.V.
AL
I SUEE ASHRAFE BV,
N

HRAFI DEVELOPMENT AREA
GULF OF SUEZE
ARE,

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Armex "BY 15 g provisional illustrative map at an approximate scale
of 1:250 000 showing the Area coversd and aflecled by thig

Agreomcont.

- The Area measures thirty five kilometers (35km”) of surface Area.
i i compoged of all or part of Development Blocks, the whedle

Blocks are defined on ove {1} minule lalfude by one (1) mitule

longttude grid.
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- it is to be noted thai the delincation lines of the Ares in Aunex "B"
are otended to be only lhusteative snd provisiongd and may not
show accuraicly their e posiion i relation w  existinog
monuiments and geographical features.

Coordinnies of the corper peiut: of the 4rea are given im the
following table which forms an infegral part of Anoex "AY -

BOURNDARY COORDINATES
OF
ASHRAFI DEYVELOPMENY AREA
ULEF OF BUEZ

LATITUDE LAONGITUDRE

27 B¢ 00.00 33 42 3000

27 47 16T | 33 45 0000

27 46 0400 33 45 0000

37 46 OO0 J 33 42 0000

27 47 00.00 33 42 D000

27 47 0000 33 41 0000

y
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Annex “{-1"
Letter of Guaranty
Letter of Gruaranty Mo, — (Cargy ————- 20—}

EGYFTIAN GENERAL PETROLEUM CORPORATION

Gemtlensan,

The undersigned, National Bank of Egypt (or any bank cperating in
"ARE." under the supervision of the Central Bank of EGYPT and has
eredit rating not less thanm that of ARE) ss Guoarantor, hereby
guarapfees w0 the BOYPTIAN  GENERAL  PETROLUEM
CORPORATION (hereinafier referred to as “EGPC™) to the himit of
thirty mitlion U.8. Dollars($30,000,000), the performance by IEQC
Production B.V. and GDF SUEZ ASORATFI B.V {hereinafter refemed (o
collectively as “CONTRACTOR™) of thew obligations required for
Capital Hxpenditures to spend a mininvem of thirty milhon US,
Dollars(330,0(0,000) during the four{4) vears period starting frorm the
Effective Date under Article IV of the Concession Agreement issued by
virtue of Law No. ... of 20....... (hercinafier referred to as the
“Apreement”) covermg ASHRAFI DEVELOPMENT AREA, described
n Annexgs “A” and “B” of the Agreemeont, by and between the Arab
Republic of Egypt (hereimnafter referred to 28 “ARE.”), EGPU and
CONTRACTOR, dated weeeees :
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It is undorstood that this Guaranty and the lLability of the Guarantor
herennder shall be reduced quarierly, during the period of expenditure of
said thirty million U.S. Dollars ($30,000,000) by the amount of money
expended by CONTRACTOR for such operations during each such
querter. Bach such reduction shall be cstablished by the jomt writicn
statement of CONTRACTOR and EGPRC.

in the cvent of & claim by EGEC of non-porformance ot swrrender of the
Agreemient on the part of CONTRACTOR prior to filfiliment of said
i cxpenditure oblipations under Article 1V of the Apreemcnd,
there shall be oo Habilty on the andersigned Guarastor for payment 1o
EGPC unless and until such liability has been cstablished by writien
statement of EGPC setting forth the amomnt due mder tie Agrecmaes.

It 15 3 further condition of this Letter of Guaranty that:

(1} Thiz Letter of Guaranty will become available only provided
that the Guaranior will have been informed in writing by
CONTRACTOR and EBEGPC that the Agreement bebween
CONTRACTOR, ARE, and BGPC has become effgetive
according to ity terms and said Quaramy shall Become effective
on the Effective Date of the said Apgreement.

(2} This Letter of Guaranty shall in any evert submstically expire:
(a} Four (4} vears and six {&) months after the date it becomes
effective, or

(b} At sych time as the total of the amounts shown on quarterhy
jomt statements of EGPC amd CONTRACTOR equals or
exgeeds the arnount of said minimgm expenditore  obligation,
whichever is csrlier.
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(3) Comseguently, sny claim in respect thereof should be made to
the Guaranior prioe (o cither of said cxpiration datee at the latest
accompanicd by BGPEC's writien stetement, sctiing forth  the
amount of wnder-cxponditure by CONTRACTOR to the cfibet
that:

(8} CONTRACTOR has failed to periorm itz expenditure
obligations referred to in this Guaranty, and

{(byCONTRACTOR has failed to pay the expenditure deficiency
o BGPC.

Pleasc retomm to us this Leter of Gruaranty in the oveiit it does not beoomme
eficetive, or upon the capiry date.

Yourg Bakdhhglls

Avccoumtant @ - S —

M ansper & —
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Leiter of Guaranty
Leller of Guaraniy No. == (Calro s«seesseem o 20aua}
EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gemtlemen,

The undersigned, Wational Bank of Egypt (or any bank operating in
"ARE™ under the snpervision of the Central Hark of EGYPT and has
credit rating not lees than that of AR.E.) 88 Guarantor, hereby
puaaniees  to the EBOYPTIAN GENERAL  PETROLUEDM
CORPORATION (heremefler referred to as “EGPC”) w the Timit of ten
million U.5. Dollars($10,{400,000), the porformance by IBOC Production
B.V.and GIF SUEZ ASHRAF] B.V. (heremafier relerred to collectively
a8 “CONTRACTOR™) of their obligations required for Operating
Expenges 1o spend a mindmm of tan million U5, Dollarg ($10,000,000)
during the four{d) vears period starting from the Effective Date under
Article TV of the Concession Agreement jssued by virtue of Law No.
e 20000 (hersinagfier referred o as the “Agreement™) covermg
ABHERAFI DEVELOPMENT AREA, described mn Apnexes “A” and
“B” of the Agreement;, by and between the Arsb Republic of
Egypt (hereinafier referred to as AR E™), BGPC and CONTRALTOR,
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It is undorstood that this Guaranty and the lLability of the Guarantor
herennder shall be reduced quarierly, during the period of expenditure of
said ten million U, Dollars {$10,000,000) by the amount of money
epended by CONTRACTOR for such operations during each such
querter. Bach such reduction shall be cstablished by the jomt writicn
statement of CONTRACTOR and EGPRC.

in the cvent of & claim by EGEC of non-porformance ot swrrender of the
Agrcemient on the part of CONTRACTOR piwor to fnlillment of said
i cxpenditure oblipations under Article 1V of the Apreemcnd,
there shall be oo Habilty on the andersigned Guarastor for payment 1o
EGPC unless and until such liability has boen cstablished by written
gratement of EGPC sctting fivith the amount due ander the Agrecment.

It 15 3 further condition of this Letter of Guaranty that:

(1) Thig Letier of (ruaranty will bBecone available only provided that
the Cuarsntor will have been informed in writing by
CONTRACTOR and EGPC that ihe Agresment between
CONTRACTOR, ARE, and BGPC has become effective
acoording (o itg terms and said Guaranty shall become giiective
cn the Eff¢ctive Drate of the said Agreeiment,

(3} This Letter of Guaranty shall in any event antomatically eipire:

{(a} Four (4} yeaes and six (6} months after the date it becomes
affective, or

(b} At such time as the total of the amewits shown on quarterly
jomt statements of EGPC amd CONTRACTOR equals or
exceads the amount of said minimwm expenditure  obligation,
whichever is eurlier,
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(3} Comsequently, any clajim, in respect thereof should be made to
the Guarsntor prior o either of sald expiration dates at the latest
accoinpatiied by EGPC's written siateroent, setting forth  the
amunt of under-expenditure by CONTRACTOR to the effect
that:

() CONTRACTOR has failed to perforn its  expenditure
obligations referred to in this Guaranty, and

(b} CONTRACTOR has falled to pay the expenditure deficiency
10 BGPC.

Please return to us this Letter of Guaranty in the event it does not become
¢ficctive, or npon the cxpiry datc.

Yourd Faithiuwbly,

Acedumiant & ~ S — ——

K amaper —
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ANNEX "{-2%
THE GUARANTY

EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reference 15 made {0 the Concession Agreement issued by virtue of law
Ho.-— of 20.... by and between the Arak Repoblic of Bpypt (AR.E.),
The Egyptisx General Petroleum Corporation (FGPC)IEOQC Production
B.V. (IEGC)and GDF SUEZ ASHRAFI B.V{GDF) , ("IECC " and
"GE" hereinafier referred 1o collectively ns"CONTRACTOR® and
individually as "CONTRACTOR MEMBER") .

IEQC Production B.V. and GDF SUEZ ASHRAFI B V. which are the
patrtnets with BEGPC i the Concession Agresrent issued by virtue of law
Mo......of 20...... ., a8 GQuarantor and ofn behall of CONTRACTOR
hereby undertake that, if CONTRACTOR spends during the fowm{4)
yoars period starting from the Effective Date less thab the mimitnin
amouni gpecified for such period of thitty million 1.8, Dollars
(530,000,000} as Capital Expenditures (the difference being bersunder
described as “Shortfall™), BGPC shall notify IEGC Production B.Y. and
GDF SUEZ ASHRAFI B V.as CONTRACTOR awnd as Guarantor in
writing of the amount of the Shortfall. Within fifleen {15) days of receipt
of said nohice, IEQC Production B.V. and GDF SUEZ ASHREAFI]
B.V.shall pay apd / or transfer to EGPC a quantity of Peirolenm
sulficipgnt i valpe to cover this Shortfall,



Tw%ﬁ%ﬁ_ﬁ?‘@{.&}w&HML%ﬂEq_}QI 1.

ut_xm#ms:mh@xmwm{,m Lﬁ.m;ﬁmﬂzmmu&m
Gl 3 on o lpd L (S T ADNE 0 e Sasll ol N
DI TR N ) PO e P W ) < gt oy L gy i gl
Acand ol Lgia Jpmedt o TIVE (8] A8 e

PRI PR P RKPRTRLA U IO PRSI I P P P
Cp gmeihe 3 3ot o Lok pums Ulhasie gy b ¢ Shoscal B0 48 gy ot
LI I T O CRC R JCF T N P B U IC) IR RRY
L st Aot ade Hg 6 S0 Cleuad dbad G5yl dapally Sl
o 5 panigy asall B alSal

Ot 1id con gay pelisl] L ghinn g Dlazall 030 o o pgdall ag
adldl A5 AN (PhE e Jolial lgdiy (A Adualls i g 3 8 | eSS g
Al laaaied g cililenlly
& e Fa gt gabad D o g (1) Y8508 A 2 el ()
gl o granial b il A4 8 Jgladd o Bl af S35 o3 oy JB
PP

e ot i3y A A58




VTV YV 0 i ab i ¥ 8 () LSe £1 33l Tgana o 5y 0l

In gose ssid Petreleum shall be transferred, 1t will be deducted from
Ouarantors share of Petrolenum production from gl its Development
Leages, pursuant 1o the terms of the concession agreements for Petroleym
Exploration and Bxploitation where 1IBOC or ODF is & party end sad
Petrolcums shall be wvalued at the time of the transicr to EGEC in
aceordance with the provisions of the relevant concession agreement{s},

from which such share has been transieiced.

CONTRACTOR may at any time between the date horcef and the date
oft which this guaranty shall expirs subimit a bank guaranty of thitty
million U.S. Dollars ($30,000,0000r of the value of the Shortfzll in the
form of the bank letter of guaranty attached, in such cvent the provisions
of this puaratity shall sufonsaticalhy Iapse and be of vy effect.

It is underatood that this Guaranty and the responsibility of the Guarantor
under this Guaranty shall be reduced quarterly by the amouns spent by
CONTRACTOR thwough the Operating Company and approved by
EGPC,

This puaranty shall expire and become mull and void on the date six (&)
toonths affer the end of the un{d) years period startimg from the
Effective Date or on the date EGPC confirms that CONTRACTOR
fulfilled #ts obligations hereunder.

Yours Faithfully,
IEQL PRODUCTION BUY.

DATE

GIF SUEL ASHEAFI B.Y.

BATE
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EGYFIIAN GENERAL PEFROLEUNM CORPORATION
remtiemen,

Reference is made to the Concession Agreement issued by virtue of law
No,=== of 20.... by and between the Arab Republic of Epgypt (ALRE))
, 1 he Bgyptian Ggneral Petroletm Cotpotation (BEGQPC)IEDC Production
B.V. (IEOC)and GDF SUEZ ASHRAFI BV{GDF) , ("IEOC " axd
"GDEF" hereinafier refeived tocolleciively as"CONTRACTOR" and
individually as "CONTRACTOR MEMBER") .

[EQOC Production B V. and GIOF SUEZ ASHRAFI B V.which wre the
pariners with EGPL in the Concesyion Agreement issued by virtue of law
M., of 20,00, a8 Quaranbor and on behalf of CONTRACTOR
hereby undertake that, if CONTRACTOR spends during the four {(4)
years period starting from the Effective Date lggs than the minimmm
smount specified for such period of tem million U.S. Dollars
(F10,000,000) as Operating Bxpenses (the differernce being hercunder
described as “Shortfall™), BGPC ghall nolify TREOC Production BV, and
GDF SUEZ ASHRAFI BV.eg CONTRACTOR and as Guarantor in
writing of the amount of the Shortfall. Within fifleen {15]) days of receipt
of said notice, [EQOC Prodncton B.Y. and GDF SUEZ ASHRAFL
B.V.shall pay and / or tramsfer (o0 EGPC a quamtity of Pefreleum
sufficiont i value to cover this Shorifall.
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In case sald Petroleum shall be transferred, 1 will be deducted from
Guarantor's share of Peboleom production from all ils Developiment
Leases, pursuans to the terms of the comession agreements for Petrolenin
Exploration and Exploitation where TEQOC or GDF 18 a party and said
Pelroleumn shall be valusd at the time of the transfer to EGPC in
accordance with the provisions of the relevant concession agreement(s),
frorm which such share has been tranaferred.

CONTRACTOR may ot any time between the date hereef and the date
on which this pusranty shall expire submit a bank gnaranty of ten million
U.s. Dollars (310,000,00¢)0r of the value of the Shortizll in the form of
the bank Ictter of guaranty attached, in such cvent the provisions of this
guaranty shall awtomatically lapse and be of no effect,

[t is understood that this Guaraniy and the responsibility of the Guarantor
under this Guaranty shall be reduced guarterly by the amourts spent by
CONTRACTOR through the OCperating Company and approved by
RGP,

This guaranty shall expire and bocome mill and void on the date six {6)
months sfier the end of the four (4) vears period starting from the
Effective Diale or on the date BEGPC confirme that CONTRACTOR
fulfilled s obligations hercunder.

Yours Faithfully,
IEGO PRODUCTION BV,
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AW‘K !Tnﬂ
CHARTER OF OFPERATING COMPANY

ARTICLE T
"Uperating Company” a joint stock company having the nationality of the
ARADB RETUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions of this
Agreement referred 1o below and of this Charter.

The Company shall be subject to all laws and regulations in force tn the
ARE, to the extent that sush laws and regulations are not meonsistent
with the provizions of this Charter and the Agreement referred to below.

ARTICLE II

"Operating Company” mesns Achrafi Island Petroleom  Company
(ASHPRETUC)) established on May 10% 1990 under the rovigions of
Law Mo. 43 of 1984, which term 18 hereby extended until the expiration
date of this Agreement and by the concerned parties o this Agrecnent.

ARTICLE T
The Head Office of Operatmg Company shall be in the A R.E. in Cawo.

ARTICLE IV
The abject of Operating Company 18 ta act as the agency through which
EGPC and CONTRACTOR, cary out and conduct the Development
operations requined I accordance with the provisions of this Agreement
sighick] on the sweew day Of swscssmoweme by and  botween the ARAB
REPUBLIC OF EGYPT, the EGYPTIAN GENERAL FETROLEUM
CORPORATION, IEQC PRODUCTION BV, and GDE SUEZ
ASHRAFI BV, covering Petroleum operations in  ASHRAFI
DEVELOPMENT ARFA deseribed therein .
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Opcrating Company shall be the agency to carry out and comduct
operstions on  the Effective Date, pursuant fo Work Programs and
Budgets approved in accordance with the Agresment,

Operating Company shall keep account of all costs, expenses and
expenditores for such operations under the teems of the Agresment and
Annex "EY theretw,

Opcrating Company shall not enpage in any business or undertake  any
activity beyoend the performance of said operations wnless otherwise
agresd upon by EGPC and CONTRACTOR.

ARTICLE V

The guthorized capital of Oporating Company i twoenty thousand
Egyptian Pounds divided mto five thonsand shares of common stock
with a valne of four Egyptian Pounds per share having equal voting
rights, fitlly paid and non-assessnhle,

EGPC and CONTRACTOR shall each pay for, hold and own, throughout
the life of Operating Company, one half (1/2) of the capital stock of
Opcorating Commany provided  that only m the cvent that aither party
should transfer or assign the whole or any percentage of ils ownership
mterest m  the entirsty of the Agreement, may such transferring or
assigning parly Lransler or assign any ol the capial slock of Operating
Company and, in that event, snch transferring or assigning party (and its
sucosssors  and  assigneey) nmst transter and assigh a stock ntetest
in Operaling Company equal to the transferred or assigned whole or
percentage of its ownership interest in the entirety of the said Agreement.
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ARTICLE V1

Operating Company shall not own any right, title, interest or estaie n or
under the Agreement or m any of the Petroleum produced from any
Block in the Arca thercunder or in any of the assets, cguipment or other
property obtained or used in  connection therewith, and shall not be
obligated 25 a prineipal for the fnancmyg or performance of any of the
duties or oblipations of either EGPC or CONTRACTOR under the
Apresment, Operating Company shall not make any prefit from any

source whatsaover,
ARTICLE VEE

Opcrating Company shall be ne more than an agemt for EGPC and
CONTRACTOR. Whenever it is indicated herein that Operating
Company shall decide, take action or make a proposal and the like, i 15
understood that sueh decision or judgment 8 the result of the decision or
judgment of EGPC/CONTRACTOR or BGPC and CONTRACTOR, as
may he required by the Agreement.

ARTICLE VIIT

Operating Company shall have a Board of Divectors consisting of eight
(8) members, four (4) of whom shall be designated by EGPC  and the
other four {4} by CONTRACTOR. The Chatrman shall be designated by
BGPC and shall also be & Manapging Irrector. CONTRACTOR shall
desigrute the General Manaper who shall also be a Managing Director,
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ARTICLE IX

Meetings of the Board of Directors shall be valid if a msjonty of the
Directors are present angd amy decision taken at such meehings muost have
the allirrmative voie of five (5) or more ol the Directors; provided,
however, that aty Divector may be represanted and vote by prroxy held by
another Director.

ARTICLE X

General meetings of the Sharcholders shall be valid if 2 majordy of the
capital stock of Operating Company is represented thereat. Any decision
faken al such mpoctings most kave (he allitmative vote ol Sharcholdors
oWnilng or representing & majority of the capital stock.

ARTICLE X1

The Board of Directors shall apiprove the regulations envering the terms
and. conditions of cmployment of the porsennel of Operating  Company
crmploved diveetly by Opcrating Company and not assigned  theroto by
CONTRACTOR and EGPC,

The Board shall, in due course, draw up the By-Laws of Operatmg
Company, and such By-Laws shall be effective upon being approved by
a Geteral Meedng of the Shareholders, in accordands with the
pravisions of Arficle X hereod

ARTICLE XY

The duration of Operating Company shall be for 2 period equsl 1o the
duration of the said Agreement.
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The Opcerating Company shall be wound up if the Agreement
referred to ahove s terminaied for any reason as provided for therein,

TEOC PRODUCTION B Y,
B Ris capacity

Marmne: e cm

GDF SUEZ ASHRAFIB.V.
in his eapacity

Mame: aamm s e

By e

in his capacity

Mame: mem —_—
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ACCOUNTING PROCEDURE
ARTICLE ¥
GENERAL PROVISIONS
(o) Definitions:

The definitions contained in Article I of the Agreemenst shall apply to
this Accounting Procedure and have the same meanings,

(DCONTRACTOR shall, in accordance with Article IV of this
Agresment - render to EGPC within thirty (30} days of the end of
cach calendar quarter s  Statoment of Explonation and
Development Activities reflecting all charges and credits related
to the Exploration and Development Operations for that qoarter
sommearized by  appropriste classifications indicative of the

nature thereof

(&) Operating Company shall render to EGPC and CONTRACTOR
within Gfieen (15} days of the end of cach calendar quarier a
Statement of Development and Exploration Activiby reflecting all
charges and credss related to the Development and Exploration
operations  for thai quancr suwmwmerized by appropriatc
clagsifications ndicative of the native thereof, except that items
of contrallable material and wnusual charges and credits ghall be
detailed.
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Pursuant o Article Vi1 , EGPC shall audit and approve cach
statemem of Development ond Bxplorstion Activities submitted
by the CONTRACTOR or the Operating Company ( as the case
may be) . Anv comments made by EGPC shall be reflected by the
CONTRACTOR or the Operating Company { as the case may

be} onthe Statement produced for the next calendar querter.
(¢} Adjustments and Andits:

{1}Each oquarterly Staternent of Exploration and Development
Operations Activity pursuani to Article I (b} (1) of this Annex
shall conchusively be presumed to be true and correct after three
{3} months following the receipt of each Statement by EGPC
unless within the said three {3) momhs EGPC tskes writien
exception thereto pursuant to Article TV (g) of the Agreement.
Dwuing the said three (3) mooh period supperting documents
will be available [or inspection by EGPC during all working

hours.

CONTRACTOR will have the same aoudit riphts on Operating

Company Statements 28 BGPC under this sub-parapgraph.

{2)All Statcments of Development and Exploration Activity far any
calendar guarler puriuant o Article I (b) (2) ol this Antex, shall
conclusively be presumed lo be brue amd  correct three (3} monuhs
following the teceipt of such Statement, unless within the said
three (3) momth period BGPC or CONTRACTOR takes written
excception thereto. Pendiog expiration of said three (3) months
EGPC or CONTRACTOR or both of them shall have the right to
audit Operating Company accounts, records and supporting

documents for such quarter in the same manner as provided in

Article IV {e) of the Agreeinent.
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(d) Corrency Exchange:

CONTRACTOR'S books for Exploration and Development
opcrations and Opcorating Company™s  books for Deovclopment and
Erploration, if any, shall be kept in the AR.E. in U.8. Dallars. All
U.S. Dollars cxpenditores shall be charged in the amonnt cxpended.
All Bgyplian Pounds expenditures shall be converted to U.8. Dollars
at the spplicable rate of exchange igsued by the Ceniral Baok of
Egypr on the first day of the month in which expenditures are
recorded, and all other non-1].8. Dollars expenditires shall be
tramslated to US. Duollars st the buying mite of erchange for such
cuftehcy a8 guoted by Mational Weshminsic: Bank Limiied, Lobdon
at 10,30 am. G.MT., on the first day of the month in  which
expendifures are recorded. & record shall be kept of the exchange
rates used in translating Egyptian Pounds or other non-TU1L5. Dollars
expenditures 1o LS. Dollarsg,

(¢} Precedence of Documents:

In the gvenl o any ingonsistensy ur conllict belween the provisions
of this Accountme Proceduore and the provisions of the Agreement
tresting the sane sobject differently, then the provigiony of the
Agreement shall prevail,

(f} Revigion of Aceomuting Provodure;

By mutual sgreemermt between EGPC and CONTRACTOR, this
Acgounting Proceduws may be revised i wriing from time to {ing

in the light of future arrangements.
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(g) Mo Charge for Imferest on Investment:

Interest on mvestiment or any hank fees, charges or commissOMs
related to any bank guarantecs shall not &t any thime be charged as
recoverable costs under the Agrocment.

ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Apreement, CONTRACTOR shall
alone bear and, directly or through Operating Conpany, pay the
following costs and expenses, which costs and expenses shall be
clagsified and allocated to the activitien according to sound and  generally
accepied accounting principles and freated and recovered m aceordanece
with Article VI of this Agresment:

{8} Surface Richts:

All divect cost anributable to the acguoisition, vehewal o
rehinguishment of surface rights acquited and mainfaingd in  foree
for the Area.

(b} Labor and Related Costs:

(1) Salaries and Wages, which was approved by BGPC | of
CONTRACTOR's or Operating  Compuny’s employees, as the
case may be, directly enpapged i the various activities under the
Agresmeit hchding salaries and wages paid to geologiaty al
other employees who are temporarily assigned to and employed

m such activities,



YoV Ah _smad i ¥ o) S £8 a3edl— Tgaun 5y el YAE

ot B e gy A el A e ik a5 5
ot il et 8 ety Joliad Radadl 8 et st laed
W{E) Eﬂ)dﬂjwmk'é&w Q«a(h_d} 3_@! B34 [ naa ady . mgfl-
éﬂ jﬁﬂ LS IQJHG}HJ&'!_‘&JJ L:J‘lé‘ LE:L’L&“ !E‘lh g:}éz—}‘!m idmlr
St gl B et R Ay el daalad
Lsalall Al el (18 ey SR80 ¢ Gt gl o a5 2 e
c ol (1) it dp el Agealt Lggaich AN gAY 25l

D s b AN Ly Lgy s kel calaYT i pall Euailly (Y)
¢ petty Sl pally Uag sl SV agan [
¢ ghall pladl aliS (¥

i) il el oY et 0 RISy el iy e gy (T
e s Sl o4y die hall) pedan o pbdh 15 Ce e
chn } il Gl AT oS e Gl T o Y
i (oSt ] ez a Gl ghaall pg DAy Cpadidiadl i
e b el Lo eat Y Lea aaak cadla
gl Al ol wda oy (V) () 50 6 5o 4 aBlSl it
fmn O Logd gl Lpailt (% Vo J AN A G gepa Jolad
bag o coland! (il gl 0 3d o ghaall Al ¥y s sl
i pall o e Tt 2 oy AR Ao sl b AN
bdads Jonady g Rall 5 ) lal) S0 ool pBic B e s Lol Lk
 chaldh 134 o8 TN Sl a3 Oy (L) 5wl (1) (o 5 el




VAS ¥Vl sabgi ¥ 8 () Se £1 33l Tgan 3 5y 0l

Reasopable revisions of such salarics and wages shall be cffected
to take into acccunt changes o CONTRACTOR's policies and
amendments of laws applicable to sslaries. For the pumose of
this Article II {b) and Article 1T {c) of thizs Annex, salaries amd
wages shall mean the assessable amounts for ARE. Income
Taxey, weluding the salanes during  vacalions and sick lcawcs,
but cxeluding all the amounis of the other ifems covered by the
percentage fixed under (2) helow.

{2) For expatriate emplovees permanently assigned to Epypt:
1, All allowances applicable to salaries and wages;
2. Cost of estabbisbed plang; and

3. All travel and relocation costs of such expatriate employees
and thel families to and from the employee’s country ar point
of origin at the thne of employment, ot the time of separation, or
ag a resylt  of trangfer Bom ong location o another and for
yvacation (fransportation costs for employees and their familiey
transferring fom the A RE. to another location other tham thei
country of origin shall not be charged o A.R.E. Operations).

Costs vmder this Article IT{ b ) ( 2 ) shall be deerngd to be
egnal to seventy percent { 70 %) or applied percentage, which is
legser, of basic salaries and wapes paid for such expatriate
pereonnel mchding those paid durmg vaeations and sick leaves
@5 established in CONTRACTOR's mtemational policies,
chargeable under Article T (b) €1, Article 1T {3), of this Annex
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However, salarics and wages during vacstions, sick lcaves amd
dizability are covered by ithe Iorepgoing percentage. The peroeniage
outlined above shall be deemed to reflect CONTRACTOR' s actusl costs
a8 of the Effcctive Date with regard to the following benefits, allowanecs

and costs ;-
1. Housing and Util#ies Allowanoe,
2. Commoditics and Scrvices Allowance.
3. Specinl Kental Allowance .
4. Vacation Transportation Allowance.
5. Vacation Travel Expense Allowance.
. Vagstion Fxcess Bappage Allowsnee,
7. Edueation Allowances {Children of Fxparite Employees).

8. Hypothetical U.S. Tax Offtet {which results ina reduction of the
chargeable percentage).

% Siorage of Personal Ifiects.

1. Housing Refinrbishment Expense,
11. Property Manasgement Service Fees.
2. Recreation Allowance.

13, Retivement Plan,

14. Group Life Insurance.
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15. Group Mcedical Insurance,
16. Sickness and Disability.

17. Vication Plans Paid {(excluding AllowableVacetion Travel
Expcnscs).

18, Savings Plan.

19, Military Service Allowance,

20 FILCA

21, Workmgn's Compensation,

22. Federsl and State Unemployment Insurance.
23. Persgmigl Transfer Expense,

24, Natjonal Insurance.

25. Incomes taxes ou above additional benefits .

The percentaped outlited above shall be reviewed at indervaly of three
(3} years from the Tffective Date and at sach time CONTRACTOR and
EGPC will agree on new percentages to be nsed under this paragraph.

Revisions of the percentages will take ity consideration variancgs in
costs and changes in CONTRACTOR's intemational policies which
change or exchude any of the sbove allowances and benefits.

The revised percentages will reflect a8 nearly s possible
CONTRACTOR s actual cosis of all ifs established allowances and
benefiie and of personnel transfers.
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(3} For cxpatrizic cmployecs tomporarily assipned fo Egypt all
allowancer, costs of established plans and all  travel relocation
costs for such expatriates as paid m accordanwe with
CONTRACTOR's interpational policies. Such costs shall not
melnds any administrative ovethead.

(4} Value of expendiure or cormtrbutions made pursuant W law or
aseessmckt  impoecd by Governmicrtal authority which are
applicable to labor cost of selaries and wages as provided under
Axticle T1 (b) {13, Asticle [1 (b} (2), Article I (3}, of this Annex.

(¢} Bengdits, allowanees angd releted coste of nationsl empleyees @

Bonuses, overtime, customary allowances and benefits on & basis
similar to that prevailng for Oil companies operating in the A RE.,
all ag charpeable under Article II {b} (1}, Article IL (i) of this Annex.
Severance pay will be charped at 2 fxed ratc applicd to payrolls
which will cqual an amount cguivalent to the maximom  lisbility for
severanue paymeenl as reguirsd under lhe A RE. Labor Law,

(d) Material

Iiaterial, equipment and supplies purchased or fumished as such by
CONTRACTCOR or Operating Company,
{§) Purchares.
Materizl, equipment and supplies purchased shall be at the
price paid by CONTRACTOR or Operating Company phis any
related cost and after deduction of all discounts actually

received.
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(2) BMaterial Furpished by CONTRAUTUR:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such msterial from CONTRACTOR's or CONTRACTOR's
Affiliatod Companics stocks owtside the ARE. under the
following conditions:

I. New Material (Condition "A" :

New Materis]l transforred from CONTRACTOR's or

CONTRACTOR's Adfiliated Compeanies warshouse or

other proporiics shall be priced at cost, provided that the

cost of matcrial supplicd is not higher than internations]

prices for maferial of simifar qualily supplhied on simolar

terms, prevailing at the time such material was supplied.

2. Uscd Matcnal (Conditions "H" and "C"} .

ay Material which i3 m sound and serviceable condition
and is suitable for rouse without reconditioning shall be
classed as Condition "B" and priced at seventy - five
percent (75%) of the price of new material.

b) Material which cannot be clagsified as Condition "B”
bt which 8 serviceable for onginal fmction but
gubstantially not suitable for reconditipming, shall be
clagsed a8 Condition "C" sl priced at fifiy percent
{30%) of the price ¢f new material

c} Materin] which camot be classified sy Condition "B" ar
Condition "C" shall be priced at & vebue coirinensurate
with ite use.
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d} Tamks, hoildinge and othor cguipmont involving
erection copts shall be charged at applicable percentage
of knycked ~ down new price,

(3) Warranty of Materials Furnished by CONTRACTOR:

CONTRACTOR does not warrant the material fornished
beyond or hack of the dealer's or manufacturer’s pusranty; and
in casc of defective matorial, crodit shall not be recorded until

admstioent has been received by COUONTRACTOR from
mampfachirers or their agents.

I i underelood that ibe value of e warchowse slock and spare
paris shall be charged to the cost recovery eategory defmed
above, only when used in operations..

(¢} Trapsportation und Empleyee Relocation Costy:

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

(2) Business travel and fransportation expenses to the extent
covered by established policies of CONTRACTOR or with
regard o expatriste and nationsl enployees, an  inewred and
paid by, or lor, emplovees i the conduct of CONTRACTOR S
of Oporating Company's buginges.

{3} Employees trancporiation and relocation costs for national
employees to the extent covered by established policies.
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£y Services:

(1) Cutside services: The costs of contracts for consultants, services
and wiilitics procurcd from third partics.

(2) Cost of services perfonmed by EGPC |, by CONTRACTOR or
by their Affilated Companies in facilitics mside or outside the
A.R.E. Repular, recurring, Toutinge services, such as inferproting
magnetic tapes and/or other analyses, shall be performed and
charged by BGPC andior CONTRACTOR or their Affihated
Companics at an agreed conbracted price. Major projocts
mvolving engmneerimg gnd design  services shall be performed
by BGPC andfor CONTRACTOR o  their Affiliated
Companios at & nopotiated contract amount.

(3) Use of EGPCS, CONTRACTOR's or their Affiliated
Companies’ wholly owned equipment shall be charged at 2
renfl rate comntpenswrate with the cosl of ownership and
operation, but not m oxecess of compctitive raltcs  currontly
prevailing in the ARE. .

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies'
rates shall not inchude any administrative or overhead costs.

(&) Damnages and Losses:

All vosls or expenses, necessary W replace or repan danmges  or
leases mewrred by fre, flood, storm, thefl, accident or any other canse
not controflable by CONTRACTOR or Operating Cormpany through
the exercise of reasonable diligence. CONTRACTOR or Operating
Coropany shall fornish BGPC and CONTRACTOR written notice of
damages or losses momred m excesss of ten thousand ULS. Dollars
($10,000) per ocowrrencs, as 500N as practicable after report of the
samme has been received by CONTRACTOR or Operating Company.
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(k) Insnrence snd Clabms:

The cost of any public liabiliy, property damage and other
insotance apainst Liabilities of CONTRACTOR, Operating Compairy
and/or the parties or any of them to theiir emplovess andfor outsiders as
may be rvegquived by the laws, rwules and  repulptions of the
GOVERNMENT or as the parties may agree upon, The proceeds of any
guch insuranec of claim colleeted, less the actual cost of making & cladnl,
shall be credited against operations.

I no msurance 15 carried for a particelar risk, in sccordance with
pond international Qil feld practices, 2l related actual expendimres
incurred and paid by CONTRACTOR or Operating Company in
settlernent of any and all losses, claims, damages, judgments and any
other expenses, including lepal seriecy.

(8} Imdirect Expenses:

Camp overhead and faeilities saupch oy shore base, warchouaes,
water gyetems, roud systerns, salaries and expensss of feld supervisoty
personpel, ficld clorles, assistants, dnd other general cmployees indirecily
serving the Ares.

() Legal Exponscs:

All costs and expenses of biigation, or lepal services otherwise
neocasary or expedient for the protection of the Arcs, including attorney's
fegs and expenses as hersinafier provided, together with all judgments
obiained against fhe parties or any of them on account of the operations
under this Agresment, and actual expenses wmourred by any party o
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partics hereto in seeuning evidense for the purpose of defonding against
ey action or cluim prosecuted or urged against the operations or the
subject matter of the Apreement. In the event actions or claims affecting
the micrests herowxder shall be handled by the legal stafff of onc oF moIc
of the parties hereto, a charge commensurate with cost of providing sod
fumigshing such services may be made to operations.

(k) Tages:

All taxes, duties or levies paid in the ARE. by CONTRACTOR or
Operating Company with respect {0 this Agreernent other than thoss
covered by Article [ {e} (1) of the Agreement.

(I} Continuwing CONTRACTOR Coste:

Costs of CONTRACTOR sclivities required under the Agreement and
ingurred exchisively m the ARE, after Operating Conmany 15 formed,
Mo ssles cxpenses incwred outside or mside the ARE. may bo

recovered 48 8 cost.
(e} Other Expendiures:

Any costs, expenses or expenditures, ather than those which are covered
and dealt with by the forepeing provisions of this Article 11, incwred by
CONTRACTOR or Operating Commpany nnder appeoved Work Prograims
and Budgeis.
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ARTICLE TII
ENTORIES

(&) Perisdic Invesipries, Notice and Represcntation:

At reasorable intervels a2 agreed upon by EGPC gnd CONTRACTOR
inventories shall be taken by Operating Company of the operations
materizls, which shall meliude all such materials, physical assets and
construction projects. Written ootice of intention to rake mveniory
ghall e given by Operating Company 1o EGPC and CONTRACTOR
at lenst thirty (30 days before any inventory 15 to beghs go that TGPC
and CONTRACTOR may be roprescnted when any inveniory 18
taken. Failure of EGPC mnd/or CONTRACTOR fo be represemed at
an inventory shall bind them to accept the imvenmtory taken by
Operating Compeny, who shall in that event furnish the pay not
represented with a copy thereof,

() Reconcilistion and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and a list of overages amd shorfages shall be joiotly
determined by Operating Company and CONTRACTOR and EGPC,
and the inventery adjusted by Operating Company.

ARTICLE IV
COST RECOVERY
(&) Statements of Recovery of Costs and of Cost RecoveryPetrolenm:

CONTRACTOR shall, purspant to Ariicle VI of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
{13) days afler receipt ffom Operating Company of the Statements
for Development and Exploration Activity for the calendar quarter a
Staterment Ror that quarter showing:
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1. Regoverable costs carrgd forward from the previous quarter, if
any.

2. Recoverable costs incurred and paid during the guarter.

3. Total recoverable costs for the guacter (1) + (2).

4. Vahue of Cost Recovery Patroleum taken and separately disposed
of by CONTRACTOR for the quarter.

5. Amount of costs recovered for the guarter.

6. Amount of recoverable costs carriad o the sucesading quarter,
if any.

7. Ezecss, if any, of the value of Cost Recovery Potroleum  taken
and separately disposed of by CONTRACTOR over costs
reegvered for the quartor.

Pursuant to Article VI, BOPC shall audit and approve sach
Statement of Development and Exploration Activity submitted bry
the CONTRACTOR and the total production and pricing related
io the relovant calendar quarter. Any comments made by BGPC
shall be reflected by the CUONTRACUTOR  on the statement
produecd for the next calendar quarict.

(i} Paymentds:

If such Statement shows sn amount due BPOPC, payment of that
ampunt shall be made in 115, Dollars by CONTRACTOR with the
rendition of such Staternent. If CONTRACTOR. fails to make any
quch payment to EGPU on the dete when such payment is dug, then
CONTRACTOR shall pay interest of two and one half percert
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months U.S. Dollars deposits
prevailivg on the date such imterest is culculated Such intercst
payinent shall not be iscoverable.



Y00 Ah _spad i ¥ (0] S £8 a3ell — Tgaun 53 el Yo

p kgl Sl Goeahall g A (Rl e (2]
B2 G Gemmdoall g Al SdlE e Gilbatie 315 of B el 350
oYY (o Aol 33kall e (¥ (1) 5 A0 et Uik g Lipe ST
hl ST 1ih pal 2o Ay gllee Ayl Sy S0l Al e (PUA
e i b s e dfliates pe B8 de 4R (Jgenn Alla i
.m .‘th_}h&? J‘Jm‘mﬂ (JJ_jigjl

t dagd jall fa (3}
cis S ol Lpadiad oy el (1) e M5 0 el Bl S
SRPPURVR L. S I Y JEURT A IR R P [R5, W8 .. RO
WIS B RS P N [P YL+ PRSP [ R [ kY
oLt A gl Qe 535l ilaBisall y ililuandl oy Sy ¢ ashse) o3k
5 sS0a0 | e (VY] ke 015 g

ey bl B2l

D Gl ol S0 Al ga il (1)

(e ud M i) gl y Gl colah 00 8 b Uhian bl £ 5
Ao g pwan 48 el JEaD olail Cloanll g QS By juana
o wall Lol oS 8 5o ol RS ol ey dglland lf CilEi
e 4 3 55 2as Galadl Vi e () ) 88 Y S ey
gttt gl SgUSH il i) g (gl y Tl gl (BT o2
dlldy Salddh bia e (1] () U8 Y1 salall 8y cllanlly AN e
et il o T s Y 3l ol gl g 5 2]

v il R g s g




¥l Tt%ﬁmﬂﬁv@{.&}‘}_ﬁaﬁié&l‘—%jggﬁﬁl

() Settlement of Excess Cost Becovery Petrolcum:

EGPC has the right o take it entithement of BExcess Cost Recovery
Petroleum under Article VI{g) (2) of the Aprecment i kind during
the gaid quarter . A settlement ghall be requived with the rendition of
such Statements i case CONTRACTOR has taken more than ifs
own entitlement of such Excess Cost Recovery Petroleum.

() Audit Right:

EGPC shall heve a period of twelve (12) months from receipt of aoy
statement under this Article IV in which to andit and raise cbjection
to any such Statement, EGPC apd CONTRACTOR shall agree on any

required adjustneents. Supporting docwments and accounts will be
available to EGPC during said twelve (12) morth period.

ARTICLE Y
CONTROE AND MAJOR ACCOUNTS
{2} Obligation Control Accounts:

CONTRACTOR will establish an Exploration and Development
(Capital Expendiures} and Operating Expenses Obligations Control
Accoutit and ain uﬂlﬁeﬂ:‘mg contia accounl 1o wnlol therein the lotal
amout of Capital BExpenditures and Operating Expenses reported on
Staternemts of activity prepared per Article T (b) (1) of this Amnex,
less any reductions apreed fo by BGPC and CONTRACTOR
following written cxceptions taken by a pop~operator pursuant to
Article I (¢} (1} of this Annex, i ovder to determing when minimum

Capital Expenditures and Operating Expenses  obligations  have
heen met.



Y00 Rh e i ¥ (o0) S £8 a3edl — Tgan jf 53 sadl YA

- -QJM mﬁ &ﬁm {""r'!}

il il ilisad p RS o Sl A gl L (b 5oy
foedioy o dgey (¢ 0 YT Agad gl CAMSEH e L dliadt A8 gl
A fad el J g il e el Ay i fd 30 Callest
c g o ¢ cadlssl
 Apeing ) i) (&)

LYY LU W JELAT PPWER PR UPI MLy WP gl
il ll ¢ Ll el i B )l il Se pe s
Tt ol et ety i (i g iy pendll

. g Sl ®

o omaT Ol g pesma iDL Aol ClBd @

—M'Qﬁjw &

Ao P Ao il ilsad gd g
At Bl ol B AN 29308 (i Sl ol gD iy
o 3 Y (i) o s D Al s
ot sl B3I

Pty o g poenal (2l Ay eyl il gty JEaB ) o sbal pe

(o A0 NpgT Lgmils Ja ol e 40 oy ¢ BBLRYE 3 AL NS by Le

g ot i | gt i ] gall Ll Hs B g g il
LS PO L;T ool e al



Yol ¥oVOiiu jsasi ¥ b () e £1 anadl Tgans 0 53y sl

(b} Cost Recovery Control Account:

CONTRACTOR will establish a Cost Recovery Control Accowntt and
an olf-setiing contra account to control therein the amount of cast

remaining to be recovered, if any, the amount of cost recovered and
the walue of Execas Cost Bocovery Potraleuin, if any.

{c) Major Accounts:

For the purpose of classifying costs, sxpenses and  expenditures for
Cast Recovery ags well ag for the purpose of establishing when the
minintutn Bxploration and Development obligations bawve been met,
coaty, capeonses dnd cxpenditures shall bo recorded i major
accounts including the following:

- Exploration Expendirures;

- Development Expenditures other than Operating Expenses;

- Operanng Expenses,
Necessary sub-accounts shall be used.

Revenmue aceounts shall be maintamed by CONTRACTOR to the extent
necessary for the control of recovery of costs and the treatment of Cost
Recovery Petroleum.

ARTICLE VI
TAX TMPLEMENTATION PROVISIONS

It i understood that CONTRACTOR shall be subject to
Epyptian Income Tax Laws except as otherwise provided in the
Agregmient,  that anv ARE. Tocome Tazes paid by BEGPRC on
CONTRACTOR's  belwlf constitute  addidonal  income  to
CONTRACTOR, and this additional income is also subject to ARE.
income twx; that is "prossed up”.
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“CONTRACTOR's ammual meome™, as determined i Article I
(€)(3) of this Aprecment, less the ameouni equal to CONTRACTOR's
grossed-up Hgyptian income tax Hability, shall be CONTRACTOR'
"Provisional Income".

The "gross-up value" is an armoust added to Provisional Income to
give "Taxable Income", such that the grossed-up value 15 egquivalent to
the A R.E. Income Taxes.

THEREFORE:
Taxable Income = Pravisional Income plus Grossed-up Vale

and

Grossed-up Valoe = AR E. Income Tax on Taxsble Income.

[f'the "A R.E. Income Tax ratc", which means the cffoctive or composite
tax rate due to the varions A R.E, taxes Isvied on  income or profits, is

constant and not dependent on the level of income, then;
Grossed-up Valuc = A R.E. income tax ratc TIMES Taxablc Income.
Corpbining the first and Iast eqguations above

Grossed-up Value = Provisional income X Tax Rate

i - Tax Rate

where the lax rale B expressed as a decimal
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The above computations arc illustrated by the bllowimg numcrical
excample, Assurning that the Provisional Income is $10 and the ARE.
Imcome Tax rate is forty percent (40%4), then the Grossed-up Value is
egual (o

10X04 &
= K675
i- (0.4
Therefore:
Provisional income $10.00
Plug Grossed-up Yakic 6.67
Taxable Income $16.67
Less: A RE. Income Taxes at 40% .67

CONTRACTOR s Income after taxes $ 10000
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