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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAB REPUBLIC OF EGYPT

AND

THE EGYPTIAN GENERAL PETROLEUM

CORPORATION
AND

APACHE KHALDA CORPORATION LDC

IN

SOUTH ALAM EL SHAWISH AREA

WESTERN DESERT
A.R.E.

This Agreement made and entered on this day of ., 20---, by

and between:

First: 1- the ARAB REPUBLIC OF EGYPT (heremafter referred

Second:

to variously as "AR.E." or as the "GOVERNMENT"),
represented by the Minister of Petroleum and Mineral
Resources, in his capacity; and
Legal Headquarters: 1A Ahmed Al Zomor St., Nasr City,
Cairo.
the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law
No. 167 of 1938 as amended (hereinafter referred to as
"EGPC") represented by the Chief Executive Officer, in
his capacity.
Legal Headquarters: 270 St., Part 4, New Maadi, Carro.
(First Party)
APACHE KHALDA CORPORATION LDC | a limited
shares corporation organized and existing under the laws
of Cayman Islands (hereinafter referred fo as "APACHE
KHALDA" or "CONTRACTOR") represented by
the President of the Company or a concerned delegate
supported with a power of attorney.
Legal Headquarters: 11, 281 St., New Maadi, Catro.
(Second Party)
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PREAMBLE
WHEREAS, all minerals including Petroleum, existing m mines and
quarries in AR E., including the territorzal waters, and in the seabed
subject to its jurisdiction and extending beyond the territorial waters, are
the property of the State; and
WHEREAS, EGPC has applied for an exclusive concession for the
Exploratton and Exploitation of Petroleum m and throughout the
Area referred to m Article II, and described i Annex "A" and shown
approximately on Annex "B", which are attached hersto and made part
hereof (hereinafter referred to as the "Area") ; and
WHEREAS, " APACHE KHALDA * agrees to uadertake 1ts obligations
provided heremafter as a CONTRACTOR with respect to the Exploration,
Development and Production of Petroleum m SOUTH ALAM EL
SHAWISH AREA, WESTERN DESERT ; and
WHEREAS, the GOVERNMENT desires hereby to grant such Concession
under this Agreement; and
WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter into a concession agreement with EGPC, and
with " APACHE KHALDA " as a CONTRACTOR 1n the said Area.
NOW, THEREFORE, the parties hereto agree as follows:
The previous preamble to this Agreement are hereby made part hereof,
complemented and integrated to its provisions.
ARTICLE [
DEFINITIONS
(a) "Exploration" shall include such geological, geophysical, aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum or
the appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefore, all as may be contamned in the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.
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(b)

(c)

(d)

(&)

"Development" shall include, but not be limited to, all the operations
and actrvifies pursuant to approved Work Programs and Budgets
under this Agreement with respect to:

(1)  the drlling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wells and the changing
of the status of a well, and

(1) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treating, handling, storing, transporting
and delivering Petroleum, re-pressuring, recycling and other
secondary recovery projects, and

(111) transporfation, storage and any other work or  activities
necessary or ancillary fo the activities specified m (1) and (11).

"Petroleum" means Liquid Crude Oil of various densities, asphalt,

(Gas. casing head gas aand all other hydrocarbon substances that may

be found 1a, and produced, or otherwise obfained and saved from the

Area under this Agreement, and all substances that may be extracted

there from.

"Liquid Crude Oil" or "Crude Oil" or "Oil" means any hydrocarbon

produced from the Area which 1s in a liquid state at the wellhead or

lease separators or which 1s extracted from the Gas or casing head
gas m a plant. Such liguid state shall exist af sixty degrees Falwenheit

(60° F) and atmospheric pressure of 14.65 PSIA. Such term includes

distillate and condensate.

"Gas" means natural Gas both associated and non-associated, and

all of its constifuent elements produced from any well in the Area

(other than Liquid Crude Oi1l) and all non-hydrocarbon substances

theremn. Said term shall include residual gas, that Gas remaming after

removal of LPG.
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(3
(&)

(LPG) means Liquefied Petroleum Gas, which 1s amixture principally

of butane and propane liquefied by prassure and temperature.

A "Barrel" shall consist of forty-two (42) United States gallons,

liquid measure, corrected to a temperature of sixty degrees Fahrenheit
(60° F) at atmospheric pressure of 14.65 PSIA.

"Commercial Discovery® has the meaning as set forth in Article III { ¢ ).

(1) "Comunercial Ol Well" means the first well on any geological

(2)

feature which after festing for a period of not more than
thirty {30) consecutive days where practical, but in any event
m accordance with sound and accepted Petroleum indusfry
production practices, and verified by EGPC, 1s found to be
capable of producing at the average rate of not less than two
thousand (2000) Barrels of O1l per day (BOPD). The date of
discovery of a "Comunercial Oif Well" is the date on which such
well 1s tested and completed according fo the above,

"Commercial Gas Well" means the first well on any geological
feature which after testing for a period of not more than tharty (30)
consecutive days where practical, but in any event in accordance
with sound and accepted Petrolenm industry production practices
and verified by EGPC, 1s found to be capable of producing at the
average rate of not less than fifteen million (15,000 000) standard
cubic feef of Gas per day (MMSCEFD). The date of discovery of a
"Commercial Gas Well” 15 the date on which such well 1s tested

and completed according to the above.

"ARE." means ARAB REPUBLIC OF EGYPT.
"Effective Date" means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACTOR, after

the relevant Law 1s issued.
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(1) (1) "Year" means a period of twelve (12) months according to the
Gregorian Calendar.
(2) "Calendar Year" means a period of twelve (12) months according to
the Gregorian Calendar being 1% January to 31° December.
(m) (1) "Financial Year" means the GOVERNMENT s financial vear

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

(2) "Tax Year" means the period of rwelve (12) months according fo the

(n)

(o)

P

laws and regulations of the ARE. .

"CONTRACTOR" eould be one company or more (each company to

beindividuallyreferredtoasa “Coatractor Member"). Unlessimodified
in accordance with Article XXI hersin. CONTRACTOR under this
Agreement shall mean APACHE KHALDA CORPORATION LDC.

An "Affiliated Company" meaas a company:

(i)

(i1)

(1i1)

of which the share capital, conferring a majority of votes at
stockholders’ meetings of such company, 1s owned directly or
mdirectly by a party hereto; or

which is the owner dmectly or indirectly of share capital
conferring a majorify of votes at sfockholders” meetings of a
party hereto; or

of which the shars capital conferring a majority of votes at
stockholder’'s meetings of such company and the share capital
conferring a majority of votes at stockholders’ meetings of
a party hereto are owned directly or madirectly by the same
company.

For the avoidance of doubt, if CONTRACTOR is comprised
of more than one company, Affiliated Company shall mean an
Affiliated Company of a CONTRACTOR Member.

"Exploration Block" shall mean an area, the corner points of which

have o be coincident with three (3)minutes by three (3) minutes

latimade and longrtude divistons, according to the International Grid

System where possible or with the existing boundarzes of the Area

covered by this Concession Agreement as set out in Annex "A",
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{q) "Development Block" shall mean an area, the corner pomts of which
have to be comncident with one ( 1 )} minute by one { 1 } minute
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex "A".

(1) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner poinfs of which have to be coincident with one (1) minute
by one (1) minute latitude and longitude divisions according to
the International Grid System where possible or with the existing
bouadaries of the Area covered by this Concession Agreement as
sef out in Annex “A".

(s} "Agreement" shall mean this Concession Agreement and its
Annexes.

(ty "Gas Sales Agreement” shall inean a writfen agreement between EGPC
and CONTRACTOR (as sellers) and EGPC or The Egyptian Natural
Gas Holdmg Comipany "EGAS" or a mutually agreed third party (as
buyer}, which contains the terms and conditions for (Gas sales from a
Development Lease entered into pursuant to Arficle Vil (2).

(u) "Standard Cubic Foot" (SCF) 1s the amount of Gas necessary to fill
one {1) cubic foot of space at atmospheric pressure of 14.65 PSIA at
a base temperature of sixty degrees Fahrenheit (60°F).

(v) "EGAS" means the Egyptian Natural Gas Holding Company a legal
entity created by the Prime Mmister Decree No. 1009 of 2001 as

amended and according to law No. 203 of 1991 as amended.
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(w) "Development Plan” means a plan which on high level basis and
covermg one (1) year or more , sets out the strategic framework for
the efficient exploitation of the reserves in the Area and deseribes
the selected development concept requirad to deliver life of field
production profiles used to support the requirements of domestic
and external markets of O1l , Gas and condensate The Development
Plan outlines the activities to be conducted during the phases of
Development and Exploration within Development Lease Blocks.

(x) "Development Work Program" means those planed physical
multi-disciplinary activities (including but nof lmuted fo drilling,
engmeerig, projects, subsurface) required to be undertaken within
a Financial Year to deliver the Production upon the agreed date.

(y) "BTU" British Thermal Unit means the amount of energy required
to raise the temperature of one (1) pound of pure water by one (1°E}
degree Fahrenheit from sixty degrees Fahrenheit {60°F) to sixty one
degrees Fahrenheit (61° F) at a constant pressure of 14.65 PSIA.

(z)} 1. "Commercial Production" means Petroleum produced and saved
for regular shipment of Crude Oil or regular Gas deliveries.

2. "Commercial Production Commencement Date" means the date
on which the first regular shipments of Crude Ol or first regular
dehiveries of Gas are made.

ARTICLE H
ANNEXES TO THE AGREEMENT
Annex "A" is a description of the Area covered and affected by this
Agreement, hereinafter referred to as the "Area".
Annex "B" is aprovisional iflustrative map on the scale of approximately
1: 600,000 indicating the Area covered and affected by this

Agreement and described in Annex "A".
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Annex "C-1" isthe form of a Letter of Guaranty to be submitted by
CONTRACTOR to EGPC at least one (1) day before the time
of signature by the Minister of Petroleum of this Agreement,
for the sum of seven million U.S. Dollars (& 7,000,000 ),
guarantesing the execution of CONTRACTOR’ s minimum
Exploration obligations hereunder for the inifial three (3) year
Exploration period. In case CONTRACTOR extends the initial
Exploration Period for two (2) additional successive periods
both of two (2} years respectively, in accordance with Article
HI (b) of this Agreement, sinular two (2) Letters of Guaranty
shall be issued and be submitted by CONTRACTOR on the
day the CONTRACTOR exercises its option fo extend. The
first (1°) Letter of Guaranty shall be for the sum of two million
five hundred thousand U.S. Dollars ($ 2,500,000}, the second
(2’1'3) Letter of Guaranty shall also be for the sum of two
million five hundred thousand U.S. Dollars (8 2,500 000), less
in these instances any excess expenditures of the preceding
Exploration period permitted for canry forward in accordance
with Article IV (b) third paragraph of this Agreement. In
case of any Shortfall {the difference between the amount of
CONTRACTOR's financial obligation of any Exploration
period nuaus the total amount approved by EGPC for the same
concerned obligation period), plus any carry forward approved
by EGPC from the previous pertod, if any , EGPC shall notify
CONTRACTOR in writing by the value of such shortfall .
Within fifteen (15) days from the date of this notification,
CONTRACTOR shall fransfer the amount of the shortfall to
EGPC’s account and if CONTRACTOR did not transfer

this shortfall within the mentioned fifteen (13) days,
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EGPC has the right to liquidate the concerned letter of Guaranty
up to the amount of the shortfall. Each of the three (3) Letters
of Guaranty shall remam effective for six {6) months after the
end of the Exploration period for which it has been issued
except as it may be released prior to that fime in accordance
with the terms thereof,
The letters of Guaranty mentioned above shall be reduced
quarterly by Exploration Expeadifures incurred and paid by
CONTRACTOR on operations and approved by EGPC for the
concerned Exploration period.
The CONTRACTOR has the right to submit a Production
letter of Guaranty in the form specified in Annex {C-2) or a
letter entities EGPC to solidify from the CONTRACTORS
dues an amount equal to the financial commitment of the then
current phase.
Annex "D" is the form of a Charter of the Operating Company to be
formed as provided for in Article VI hereof.
Annex "E" is the Accounting Procedure.
Annex "F" is a current map of the National Gas Pipeline Grid System
established by the GOVERNMENT.
The point of delivery for (as shall be agreed upon by EGPC
and CONTRACTOR under a Gas Sales Agreement, which
pownt of delivery shall be located at the flange connecting
the Development Lease Pipeline to the nearest point on the
National Gas Pipeline Grid System as depicted in Annex "B
or as otherwise agreed by EGPC and CONTRACTOR.
Annexes "A", "B", "C-1", "C-2", "D""E" and "F" to this Agreement are
hereby made part hereof, and they shall be considered as having equal

force and effect with the provisions of this Agreement.
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ARTICLE IH
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject
to the terms, covenants and conditions set out in this Agreement, which
insofar as they ars contrary to or inconsistent with anv provisions of Law
No. 66 of 1953, as amended, shall have the force of Law, an exclusive
concession in and to the Area described in Annexes "A" and "B".

(a)

(b}

The GOVERNMENT shall own and be entitled, as heremafter
provided, to a rovalty 1n cash or in kind of ten percent (10%) of
the total quantity of Petroleum produced and saved from the Area
during the Development period including renewal. Said rovalty
shall be borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The pavment of royalties by EGPC shall not be
deemed to resulf in income attyibutable to the CONTRACTOR.

In case CONTRACTOR dispose all or part of its share of Production
Sharing Gas and Excess Cost Recovery Gas, if any, by humself to local
market and after obtaining the competent authorities” approval in
ARE., CONTRACTOR shall pav to EGPC an amount equal to the
royalty enfitled to The GOVERNMENT in respect of such Gas, the
payment of such royalties by CONTRACTOR shall be deemed to be
non-recoverabie cost,

An mitial Exploration period of three (3) years shall start from
the Effective Date. Two (2) successive extensions fo the iifial
Exploration perzod, both of two (2) years respectively, shall be
granted to CONTRACTOR at its option, upon not less than thirty
(30) days prior written notice to EGPC, such notice to be given not
later than the end of the then current Exploration period, 1n case it 13
extended pursuant to the provisions of Article V (a}, and subject only
to 1ts having fulfilled its obligatrons hereunder for that period. This
Agreement shall be terminated if neither a Commereial Oil Discovery
nor a Commercial Gas Discovery is established by the end of the
seventh (7%) vear of the Exploration period, in case it is extended
pursuant to Article V {a). The election by EGPC to undertake a sole risk
venture under paragraph (c) shall not extend the Exploration period
nor affect the termination of this Agreement as to CONTRACTOR.
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{c)

Commercial Discovery:

(1)

(i1)

A Commercial Discovery - whether of Oil or Gas - may consist
of one producing reservoir or a group of producing reservoirs
which is worthy of being developed commercially. After
discoverv of a Commercial Oil or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of 1ts Exploration program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery is worthy of being developed commercially, taking into
consideration the recoverable reserves, production, pipeline and
terminal facilities required, estimated Petroleum prices, and all
other relevant fechnieal and economice facfors.

The provisions laid down herein postulate the unity and
mdivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Gil and Gas
ualess otherwise specified.

(111) CONTRACTOR shall give notice of a Commearcial Discovery

to EGPC immediately after the discovery 1s considered by
CONTRACTOR to be worthy of commercial development but
1n any event with raspect to a Commercial O1l Well not later than
thirty (30) days following the completion of the second appraisat
well or twelve (12) months following the date of the discovery
of the Commercial O Well, whichever is earlier or with respect
to a Commercial Gas Well not 1ater than twenty four (24) months
following the date of the discovery of the Commercial Gas Well
(unless EGPC agrees that such period may be extended) except
that CONTRACTOR shall also have the right to give such notice
of Commercial Discovery with respect to any reservoir or
reservorrs even if the well or wells thereon are not "Commercial”
within the definition of "Conunercial Well" if, in its opinion, a
reservoir or a group of reservorrs, considered collectively, could
be worthy of commercial development.

It 1s understood that, any Cyude Oil produced from an under-testing
well m the Area before 1t 1s converted to a Development Lease, either
considered Commereial or non-Commercial Well, and not used in
Petroleum operations, 15 100% owned by EGPC and not subject to
Article VIL
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CONTRACTOR may also give a notice of a Commercial Oil
Discovery in the event it wishes to undertake a Gas Recyeling
Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of Gasreserves,
the estimatad production potential and profile and field ife.
Within sixty (60) days following receipt of a notice of a
Commercial Oil or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to mutually
agreeing upon the existence of a Commercial Discovery. The
date of Commerctal Discovery shall be the date EGPC and
CONTRACTOR jointly agree in writing that a Commercial
Discovery exists.

(iv) f Crude Oil or Gas is discovered but 1s not deemed by

CONTRACTOR to be a Commercial Oil / Gas Discovery under
the above provisions of this paragraph (¢), or one (1) month
after the expiratzon of the period specified above within which
CONTRACTOR can give notice of a Commercial O1l/ Gas
Discovery, or thirteen (13) months after the completion of a
well nof considered by CONTRACTOR to be a "Commercial
01l Well" or after the expiration of twenty five (25) months after
the completion of a well not considered by CONTRACTOR to be
a "Commercial Gas Well", EGPC shall have the right, following
sixty (60) days notice 1n writing to CONTRACTOR, at its sole
cost, risk and expense, to develop, produce and dispose of all
Crude Oil or Gas from the geological feature on which the well
has been drilied. Said nofice shail state the specific area covering
said geological feature to be developed, the wells to be drilled,
the production facilities to be installed and EGPC’s estimated
cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in writing, elect to develop such area as
provided for in the case of Commercial Discovery hereunder. In
such event all terms of this Agreement shall continue to apply to
the specified area.
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If CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole
risk operations by EGPC, such area to be mutually agreed upon
by EGPC and CONTRACTOR on the basis of good Pefroleum
mdustry practice. EGPC shall be entitled to perform or in the event
Operating Company has come into existence, to have Operating
Company perform such operations for the account of EGPC and at
EGPC's sole cost, risk and expense or by any other means deemed
to be appropriate by EGPC for developing such discovery. When
EGPC has recovered from the Crude Oil / Gas produced from such
specific area a quantity of Crude Oi1l/Gas equal in value to three
hundred percent (300 %) of the cost it has incurred in carrying
out the sole risk operations. CONTRACTOR can have the option,
oanly i the event of EGPC’s approval or in case there has been
a separate Comunercial Oil / Gas Discovery, elsewhere within
the Area, to share m further development and production of that
specific area upon paying EGPC one hundred percent (100%) of
such costs incurred by EGPC.

Such one hundred percent (100%) payment shall not be recovered
by CONTRACTOR. Immediately following such payment the
specific area shaill either (1) revert fo the status of an ordinary
Development Lease under this Agreement and thereafter shall be
operated in accordance with the ferms hereof; or (11} alternatively,
in the event that at such tme EGPC or ifs Affiliated Company is
conducting Development operafions in the area at 1fs sole expense
and EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentages of the Crude O1l / Gas as specified in Article
VH (b). The sole risk Crude Oil/Gas shall be valued in the manner
provided m Article VII {¢}. In the event of any termunation of this
Agreement under the provisions of Article Il (b), this Agreement
shali, however, continue to apply to EGPC’s operations of any
sole risk venture hereunder, although such Agreement shall have
been terminated with respect to CONTRACTOR pursuant to the
provisions of Article I3 (b).
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(d) Conversion to a Development Lease:
(i} Following a Commercial Oil Discovery or a Commercial Gas

Discovery and after submutting a Development Plan, the extent of the
whole area capable of production to be covered by a Development
i ease shallbe mutually agreed upon by EGPC and CONTRACTOR
and be subject to the approval of the Minister of Patroleum. Such
area shall be converted automatically mto a Development Lease
without the issue of any additional legal mstrument or pernussion,
In case CONTRACTOR did not fulfill its commitment to submit
the O1l / Gas Development Lease documentations to EGPC, in
order to issue the Development Lease related fo that discovery,
within one (1) year from the date EGPC and CONTRACTOR agree
in writing that a Commercial Discovery exists, CONTRACTOR
shall be considered assignor without charge for the area dedicated
for 1ssumg such Development Lease. EGPC shall have the riglht
to develop, produce and dispose all the Petroleum produced from
such assigned area m the manner it deems appropriate without any
further legal procedures |, the CONTRACTOR shall have no right
related to the production and has no right to have recourse against
EGPC for compensation or expendifures or costs.

(11) Following the conversion of an area to a Development Lease

based on a Commercial Gas Discovery (or upon the discovery
of Gas 1 a Development Lease granted followmg a Commercial
O1l Discovery), EGPC and CONTRACTOR shall endeavor with
diligence to find adequate markets capable of absorbing the
production of Gas and with respect to the local markets, EGPC
shall advise CONTRACTOR of the poteatial outlets for such Gas
and the expected annual schedule of demand. Thereafter, EGPC
and CONTRACTOR shall meet with a view fo assessing whether
the outlets for such Gas and other relevant factors warrant the
Development and productron of the Gas and in case of agreement,
the Gas thus made available shall be disposed of to EGPC or EGAS
under a long-term Gas Sales Agreement in accordance with and
subject to the conditions set forth in Article VIL
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(1) The Development pertod of sach Development Lease shall be as follows:

(aa) In respect of a Commercial Oil Discovery, twenty (20) years
from the date of the Minister’s of Petroleum approval of the
Development Lease plus the Extension Period (as defined below)
provided that, in the event that, subsequent to the conversion of
a Commercial Oil Discovery into a Development Lease, Gas 13
discovered in the same Developinent Lease and 1s used or is
capable of being used locally or for export hereunder, the period
of the Development Iease shall be extended only with respect to
such Gas, LPG extracted from such Gas |, and Crude Oil iz the
form of condensate produced with such Gas for twenty (20) years
from the date of the first deliveries of Gas locally or for export plus
the Extension Period (as defined below} provided that the duration
of such Development Lease based on a Commercial Oil Discovery
mayv not be extended beyond thirty (30) years from the date of the
Minister's of Pefroleum approval of the Oil Development Lease.
CONTRACTOR shall immediately notifty EGPC of any Gas
Discovery but shall not be required to apply for anew Development
Lease in respect of such Gas.

{bD)} In respect of a Commercial Gas Discovery, twenty (20) years from
the date of the Minister’s of Petroleum approval of the Development
Lease plus the Extension Period (as defined below) provided that,
if subsequent to the conversion of a Commercial Gas Discovery
mto a Development Lease, Crude O1l 1s discovered in the same
Development Lease, CONTRACTOR s share of such Crude Oil
from the Development Lease (except LPG extracted from Gas
or Crude O1l m the form of condensate produced with Gas) and
(as associated with such Crude Oil shall revert entirely to EGPC
upon the lapse of twenty (20} vears from the discovery date of

such Crude Oil plus the Extension Period (as defined below).



R RCR -1 IV SR U S U SNV SN | ST Y

TA

2l Wl 50 o w8 o) SLaas T e 150 gl ALY iy
e S T N e aae e ade Gl
P g e Rk LE T e e vp
gl il AV it o Sl 1 G5 ey ol b st sl
aimins et Aty s Acall i (Y0) ;ﬁ,:.dls.a.ocu.i.tiejw
Sl ¥1 38 NG sad b o LY s 2 W15 5 5 2ol bl
La, sde shaehs i 0,50 el T G slaaY Ol Lae N ol el
c Jaredl s gl i
NCUE| PP P- N NCE (RSP O AU | USRI JACES  ES I NS WY
bt M kel e LA 3 gl bl Al 35,200 5 e o3,
PER VA RN TC TN S| P03 U1 R JUUSN | S-S TS IV SO RO | I O
Jolills 2l B crlaabl ST abbiia o) e T Lpgall ey L LeSIL
Pl Gl & A Ble] i A Jimil 5Ly i s o i
FOURCTS (<1 VR WSTR[ P g T PR U VR P PR 0]
ol o 2l (£) @j o sdimis i l# Slimdy 2 Col 2 WY ey
B ey iandl e e e os Yokt e Do 518 ¢ Aaidl sie el
e S o b A aagl) 550 e bl sy Wil o s
RPN CAR N[ -5 S PR VY P {7 W P DI N E N JEUES BT
0393 WYL Gl 3o ol JyUadd 080 0 0305 3 S 56 b Lol 1 Sl

by 5] ML ) eJ)L&,{ﬁJL Wiﬁtﬁijlk‘géild&;\ﬂ ol

()



v

YA i el A (3], 50 T suadt = G M3y b

{e)

Notwithstanding, anvthing to the contrarv under this Agreement,
the duration of Development Lease based on a Commercial Gas
Discovery shall in no case exceed thirtv (30) years from the date of
the Minister’s of Petroleum approval of the Gas Development Lease.
CONTRACTOR shall immediately notify EGPC of any Oi1l Discovery
but shall not be required to apply for a new Development Lease in
respect of such Crude Oil.

The "Extension Period" shall mean a period of five (3) years which
may be elected by CONTRACTOR upon six (6) months written
request sent by CONTRACTOR fo EGPC prior to the expiry of the
relevant twenty (20} vear period supplemented by a Development Plan
including technical studies, evaluation of production, expected levels
of production during Exfension period, CONTRACTOR s obligations
and relevant economic consideration. This Extension period 1s subject
to the approval of EGPC and the Mumster of Petroleum.
Development operations shall upon the issuance of a Development
Lease granted followmg a Commercial Ol Discovery, be started
promptly by Operating Company and be conducted 1n accordance with
good oil field practices and accepted petrolenm engineering principles,
unfil the field 15 considered to be fully developed. It being understood
that 1f associated Gas 15 not utilized, EGPC and CONTRACTOR shall
negotiate m good faith on the best way to avord impairing the production
m the interests of the parties. In case CONTRACTOR |, through the
Operating Company, did not fulfill his obligations regarding the
execution of the Development Plan and did not start producing Crude
Oil, in commercial regular shipments, within four (4} years from
the Development Lease approval date, CONTRACTOR shall be
considered assignor without charge for the Development Lease and for
adl its rights, privileges related to such area , EGPC shall have the right
to develop, produce, and dispose all Crude O1il produced from such
assigned area by any means deems to be appropriate without any further
legal procedures, and CONTRACTOR shall have no right related to the
production and shall have no right to have recourse against EGPC for
any compensation, expendifures or costs,



R RCR -1 IV SR U S U SNV SN | ST Y

‘.

FES[ RPN RN P I EVT PSP W+ SR 1 (DR
ring LU U il e el 3 5 e Sl (6) g PN o S
O el odgs Whiloals i3 s K -z il wde e Ll o0 Y
Sl is Ll sds o sl SIS 3 3 s s a6 541 3gl)
5_-.,_9\1.;}55_} j,-i..._yl:'l,.‘iulgmlb}j.wl..a Wiy e BIL e
sboiagdl e pam )l g 34 W 056 ol 0505 28V S 3 ol Bl
RRCFPURN BEATTTIN JER PO
L) s ! }imgw;ijlyﬁ)ié zhol G2 e Ul 4
o P e e () ol P 8 U3y il i R g a8 ]
2y el 51 W 50 Silades ST 2)U e 5l o) ol 2yl
...*J..a-f.Ji.o..i}:j I.ue...o.,..}itl.f:.*\_,.c Lt ol e il Anndt sde
b a1 S A i e i) e S T3] ol g AF LS
plad 15 ol e epe (G ¥l ke U B Ll g2 LSt
Y B by sl it Bt 1 o Sl 5 Ui oy o i
sl b Ll gl
ol R 3y il el anl g Dl (£) pf IS Rl
PPN W P S VP Aee e T PPRPR s | P e PRV
D s ok 5 e ek g gl e L dald 3y pant] 1 Lo 50

L e e il Gilg L Nl

(V) oy e 58 D 2Lyl 55l | ,J}‘,:,,.,i;,.”,-uﬁ;..s.s;; [P
Sl o Sl e Dlelad Rl e o i1 e i U e ] S
AT AE e eV e Y T e el el ool e

ol s e e gl Sl 151 YD)



£

YA i el A (3], 50 T suadt = G M3y b

In the event no Commercial deliveries of Gas in accordance with the
mentioned Gas Sales Agreement/scheme within four (4) years from
the approval date of the Development Lease, CONTRACTOR shall
be considered assignor without charge for the Development Lease
and for all #ts rights, privileges, related to such area , EGPC shall
have the right to develop, produce, and dispose all Gas produced from
such assigned area by any means deems to be appropriate without
any further legal procedures, and CONTRACTOR shall have no right
related to the production and shall have no right to have recourse
agaimnst EGPC for anv compensation, expenditures or costs,

In the event no Commercial Production of Gil inreguiar shipments or
Gas deliveries from any Development Block i the Development Lease
within four (4} years from the date of commencement of Commercial
Production for O1l or from the date of first deliveries of Gas locally
or for export in such Development Lease, such Development Block
shall immediately be relinquished, unless there 1s a Commercial Oil
Discovery on the Development Lease based on Gas or a Commercial
Gas Discovery on the Development Lease based on Oil. Each Block in
a Development Lease being partly within the radms of dramage of any
producing well shall be considered as participating in the Commercial
Production referred to above.

Every four (4) years EGPC shall review the Development Blocks of Oil
Development Leases from the date of commencement of Commercial
Production and/or Gas from the date of the first regular Gas deliveries
locally or for export, for immediate relinquish for any non-producing
block or any block that does not parficipate in production (unless
otherwise agreed by EGPC ).

In case the production has stopped from any well, and the reproduction
hasn’t started within a period of maximum one (1) year from the date
of such stop, a revision for the Development Lease blocks will take
place 1 order to relinquish the Development Blocks not producing or
not contributing to production from such well (unless EGPC agrees to
extend such period).
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Development operations in respact of Gas and Crude Oil in the form
of condensate or LPG to be produced with or extracted from such Gas
shall, upon the signature of a Gas Sales Agreement or commencement
of a scheme to dispose of the Gas, whether for export as referred to in
Article VII or otherwise, be started prompily by Operating Company
and be conducted in accordance with good Gas field pracfices and
accepted Petroleum engineering principles and the provisions of
such agreement or scheme. In the event no Commercial Production
of (as 1s established m accordance with such Gas Sales Agreemant
or scheme, the Development Lease relating to such Gas shall be
relingquished, unless otherwise agreed upon by EGPC.

If, upon applicatton by CONTRACTOR it 1s recognized by EGPC
that Crude Oil or Gas is being draimned from the Exploration Block
under this Agreement info a Development Block on an adjoining
concession area held by CONTRACTOR, the Block being dramed
shall be considered as participating in the Commerecial Production of
the Development Block m question and the Block being drained shall
be converted mto a Development Lease with the ensuing allocation
of costs and production {calculated from the Effective Date or the
date such dramage occurs, whichever is later) between the two
Concession Areas. The allocation of such costs and production under
each Concession Agreement shall be in the same portion that the
recoverable reserves in the drained geological structure underlying
each Concession Area bears to the total recoverable reserves of such
structure underlving both Concession Areas. The production allocated
to a concession area shall be priced according to the concession
agreement covering that concession area.

In case of failure by the CONTRACTOR in this Agreement and the
contractor 11 adjoming concession area to agree on the allocation of
costs and/or production for such separate Development Leases under
each concession area, such disagreement shall be resolved by expeit
determination, the expert to be agreed upon by the two contractors.
EGPC shall have the right to interfere and mduce the contractors to fully
cooperate and resolve the dramage matter 1 expedient manner as per
the expert decision, such ihat neither contractor shall be unjpustifiably
enriched. The cost of the expert shall m no event be recovered.



S RO-CIR 03 1 N S O O LRIV ()-SR | SV S X

ol 1150 LD Ly o1 sl 1 ST B0 pdig s oL Jumy ()
el BT s Y ol el EISE s o e DY) s e
e U mally IS e sl Y Al ) b b eyl Y]
eldy paldly RIS s 2y L RSN O (B 'Jjﬁjl‘&’-}mﬂ Le
LU sda ol sae T By aldl 5l 3 ade o peid! el e
O ey el 53 5 Sl e aAFE o S EL.-;}JI Slasl Sl g
sl 33U o yt) W5 35k g
oAl e wlaids il WS el Jeudl h e ool U by Y ()
Al il s iy pall Loy 5 A 2l ol Y by iy e
S Ve e RSN et W L B Lol
Sl G o 0 Rl LY slael et Y U 50 -V
Kmgd! 1 e d! ST ik DU ey Lgmarl e Loy S
SN Ry RPN I | R Uiy (Y0) oty e b
RSP AU IS U U -SRI | I oL U SRS R S LAY | SO
uj,{xo),_p..._.,.‘;y,ua zJ,y b e glasde ¢ Ll 4 bl il
J;;L.ilb,_,pujb-di PIPE I iom s madl o) 3N 20 )u...l-d)bd.o
‘\.4.-«....}1-_. LSRR S-S | N 1 Wt g L P tﬁ}trﬂu&\‘w
I TSRNICT TR | I P RSP -0t S PLV-IG | Bein | R POt | SR GRS
t AT sl e oy Wi (LI
I bt e ottt e G Lol 1 HU g e
Tt 5t s () 5 U G ALY Uy J5Ull e oo 5301 21
: ko Loguaidng
JJLaLs RS IS [ TSN § PO Y [0S
Sl a3l e () 5 A Wy saf LS il s iy — ¥
Jo s ol e _ji T agld Lpnds slally ST als 2 ol s o)



£o

YA i el A (3], 50 T suadt = G M3y b

() CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and expenses shall not include any interest on investment.
CONTRACTOR shall look only to the Pztroleum to which if is
entitled under this Agresment to recover such costs and expenses.
Such costs and expenses shall be recoverable as provided m Article
VH. During the term of this Agreement and its renewal, the total
production achieved in the conduct of such operations shall be
divided betwzen EGPC and CONTRACTOR 1n accordance with the
provisions of Article Vi

(g) (1)

(2)

Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian mcome tax laws and shall comply with the requirements
of such laws with respect to the filing of returns, the assessment of
tax, and keeping and showing of books and records.
CONTRACTOR shall be liable to prepare the tax return, that
only the tax aunthority shall be entitled to audit. CONTRACTOR
shali submit the tax return to EGPC twenty five (23) days prior
to the due date of subnufting thereof to the tax authority. EGPC
shall have the right to review the tax return in order to accept the
tax calculation therein. EGPC shall provide comments on such
remrn within fifteen (15) davs of the date of receiving the tax
refurn from CONTRACTOR. In any case CONTRACTOR shall
be responsible for submitting the tax refurn fo the tax authority
within the due date.

(3) CONTRACTOR s annual mcome for Egyptian income tax purposes

under this Agreement shall be an amount calculated as follows:

The total of the sums recerved by CONTRACTOR from the sale
or other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Article VII (a) and {b);

Reduced by:

{ 1) The costs and expenses of CONTRACTOR;

{ 11 ) The value as determined according to Article VII (¢}, of
EGPC’s share of the Excess Cost Recovery Petroleum repaid
to EGPC in cash or in kind, if any,
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Plus:

An amount equal to CONTRACTOR s Egyptian income taxes grossed
up in the manner shown in Article VI of Annex "E".

For purposes of above tax deductions in any Tax Year, Article VII
(a) shall applv only in respect of classification of costs and expenses
and rates of amortization, without regard to the percentage limitation
referred to in the first paragraph of Article VII (a) {(1). All costs and
expenses of CONTRACTOR in conducting the operations under
this Agreement which are not coatrolled by Asticle VII (a) as above
qualified shall be deductible in accordance with the provisions of the
Egvptian lncome Tax Law.

(4) EGPC shall assume, pay and discharge, 1 the name and on behalf
of CONTRACTOR, CONTRACTOR's Egyptian income tax out of
EGPC’s share of the Petroleum produced and saved and not used 1n
operations under Article VII. All taxes paid by EGPC in the name
and on behalf of CONTRACTOR shall be considered income to
CONTRACTOR.

In case CONTRACTOR dispose all or part of its share of Production
Sharing Gas and Excess Cost Recovery Gas, if any, by irself to local
market and after obtaining the competent authorities’ approval in
ARE., CONTRACTOR shall bear and pay to EGPC an amount
equals to the CONTRACTOR’s Egyptian income tax in respect of
such Gas, the payment of such tax by CONTRACTOR shall neither
be considered as meome nor as recoverable cost to CONTRACTOR.

(5) EGPC shali furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR’s Egyptian income tax
for each Tax Year within ninety (90) days following the receipt by
EGPC of CONTRACTOR’s tax declaration for the preceding Tax
Year. Such receipts shall be 1ssued by the proper Tax Authorifies
and shall state the amount and other particulars customary for such

receipts.
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(6)

(N

(a)

(®)

As used herein, Egyptian Income Tax shall be mclusive of all imcome
taxes payable in the A R.E. (including tax on tax) such as the tax on
income from movable capital and the tax on profits from commerce
and mdustry and inclusive of taxes based on income or profits

including all dividends, withholding with respect to shareholders
and other taxes mmposed by the GOVERNMENT of ARE. on
the distribution of income or profits by CONTRACTOR.
In calculating s ARE. income taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR’s Egyptian income taxes paid by EGPC on
CONTRACTOR s behalf.
ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD
CONTRACTOR shall commence Exploration operations hereunder
nof later than six (6) months after the Effective Date. EGPC shall
make available for CONTRACTOR s use all seismic, wells and
other Exploration data in EGPC’s possession with respect to the
Area as EGPC is entitled to so do.
Theinitial Exploration periodshallbethree (3)years CONTRACTOR
may extend this Exploration period for two (2) suceessive extension
periods both of two (2) years respectively, in accordance with Article
IIf {b), upon at least thirty {30) days prior written notice to EGPC,
subject to its expenditure of its minimum Exploration obligations
and of its fulfillment of the drilling obligations hereunder, for the

then current Exploration period.
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CONTRACTOR shall spend a mimmmmum of seven muillion U.S.
Dolars (5 7,000,000 ) on Exploration operations and activities related
thereto during the mitial three (3) year Exploration pertod; provided
that CONTRACTOR shall acquire Geological and Geophysical
studies and drill two (2) wells. For the first (I*) two (2) year
extension period that CONTRACTOR elects to extend beyond the
mitial Exploration period, CONTRACTOR shall spend a minimum
of two million five hundred thousand U.S. Dollars (§ 2,500,000 )
and shall drill one (1) well. Duzing the second (2°%) extension period
that CONTRACTOR elects to extend beyond the first (%Y extension
pertod, CONTRACTOR shail also spend a minimum of two million
five hundred thousand U.S. Dollars ($ 2,500 000 ) and shall drill one
(1) well.

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required to be drilled during the initial thres (3) year Exploration
period, or during any period thereafter the excess may be subtracted
from the minimum amount of money required to be expended by
CONTRACTOR or minimum number of wells required to be drilled
during any succeeding Exploration period, as the case may be.
EGPC may approve CONTRACTOR’s request fo enter the
succeeding Exploration period in the event the CONTRACTOR
fail to fulfill any of its technical obligations of the then current
Exploration period subject to its fulfilment of the minimum financial
obligations for such period.

CONTRACTOR shall be allowed to enter the succeeding Exploration
period, the techmical obligation would be carmed forward and
CONTRACTOR should submif a separate letter of guarantee with
the value of the technical obligation which shall be valid tll the
end of the succeeding Exploration period. Such letter of gnarantee
cannot be reduced by any other expenses that do not relate to the
obligation it guarantees.

Such letter of guarantee shall not be returned except after the
execution of the carried forward obligation. EGPC shall have the
right to liquidate the letter of guarantee in case the carried forward
obligation is not executed, sixty {60) days prior to the end of the
succeeding Exploration period.
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In case CONTRACTOR surrenders its Exploration rights under this

Agreement as set forth above before or at the end of the third ('Sfd)

year of the initial Exploration pertod, having expended less than the

total sum of seven million U.S. Dollars (5 7,000,000 ) on Exploration
or i the event at the end of the third (3"‘1} year, CONTRACTOR
has expended less than said sum i the Area, an amount equal
to the difference between the said seven million U.S. Dollars
(57.,000,000) and the amount actually speat on Exploration shall be
paid by CONTRACTOR to EGPC at the time of surrendering or
within s1x (6) months from the end of the third (3“‘) year of the
mitial Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of anv Extension period
for the reasons above noted shall sinilarly result in a payment by

CONTRACTOR to EGPC of such deficiency, such deficiency shall

be unrecoverable. Provided this Agreement is still in force as to

CONTRACTOR, CONTRACTOR shall be entitled to recover any

such payments as Exploration Expenditure 1 the manner provided

for under Article VII 1a the event of Comimercial Production.

Withouf prejudice to Article III (b), in case no Commercial Oil

Discovery 15 established or no notice of Commercial Gas Discovery

1s given by the end of the seventh (7% year, 8¢ may be extended
pursuant fo Article V {a) or imn case CONTRACTOR swrenders the
Area under this Agreement prior to such time, EGPC shall not bear
any of the aforesaid expenses spent by CONTRACTOR.

(c) At least four {(4) months prior to the beginning of each Financial
Year or at such other fimes as may mutually be agreed to by EGPC
and CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget for the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the

ensuing Yeat.
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The Exploration Work Program and Budget shall be reviewed by a
joint comunittee to be established by EGPC and CONTRACTOR after
the Effective Date of this Agreement. This Committee, hereinafter
referred to as the "Exploration Advisory Committee”, shall consist
of six (6) members, three (3) of whom shall be appointed by EGPC
and three (3) by CONTRACTOR. The Chairman of the Exploration
Advisory Committee shall be designated by EGPC from among the
members appomnted by it.  The Exploration Advisory Committee
shall review and give such advice as 1t deems appropriate with respect
to the proposed Work Program and Budget. Following review by
the Exploration Advisory Comnuttee, CONTRACTOR shall make
such revisions as CONTRACTOR deems appropriate and submit the
Exploration Work Program and Budget to EGPC for its approval.
Following such approval, it is further agreed that:

(1} CONTRACTOR shall not substantially revise or modify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC;

(1) In the event of emergencies mvolving danger of loss of lives
or property, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such danger.
Such expenditure shall be considered in all aspects as Exploration
Expenditurs and shall be recovered pursuant to the provisions of
Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds for all materials,
equipment, supplies, personnel administration and operations
pursuant to the Exploration Work Program and Budget and EGPC
shall not be responsible to bear or repay any of the aforesaid costs.

(e) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
mplemented in a workmanlike manner and consistent with good

mdustry practices.
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Except as 13 appropriate for the processing of data, specialized
laboratory engmeering and development studies thereon, to be made
in specialized centars outside A R.E. subject to EGPC’s approval ,all
geological and geophysical studies as well as any other studies related
to the performance of this Agreement, shall be made mthe ARE. .
CONTRACTOR shall entrust the management of Exploration
operations in the A R.E. to its technically competent General Manager
and Deputy General Manager. The names of such Manager and
Deputy General Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT and to EGPC. The General Manager
and, in his absence, the Deputv General Manager shall be entrusted
by CONTRACTOR with sufficient powers to carry out immediately
all lawful written directions given to them by the GOVERNMENT
or ifs representative under the terms of this Agreement. All lawiful
regulations issued or hersafter to be issued which are applicable
hereunder and not in conflict with this Agreement shall apply to
CONTRACTOR.
CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of each calendar quarter, with a Statement of Exploration activity
showing costs incurred by CONTRACTOR during such guaster,
CONTRACTOR s records and necessary supporting documents
shall be avatilable for mspection by EGPC at any time during regular
working hours for three (3) months from the date of receiving each
statement.
Within the three (3) months from the date of recetving such Statement,
EGPC shall advise CONTRACTOR 1n writing if it considers:
(1) that the record of costs 1s not correct; or
(2) that the costs of goods or services supplied are not in Iine with the
mfernational market prices for goads or services of similar quality
supplied on similar terms prevailing at the time such goods or
services were supplied, provided however, that purchases made
and services performed within the ARE. shall be subject to
Article XXVI or
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(3) that the condition of the materials furnished by CONTRACTOR
does not tally with their prices; or
(4) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connection with the

problem thus presented, and the parties shall attempt to reach a

settlement which is mutually satisfactory.
Any reimbursement due to EGPC out of the Cost Recovery Pefroleum as
a result of reaching agreement or of an arbitral award shall be promptly
made in cash to EGPC, plus simple mterest at LIBOR plus two and half
percant {2.5 %) per annum from the date on which the disputed amount(s)
would have been paid to EGPC according to Article VII (a) (2) and Annex
"E" of this Agreement (i.e., the date of rendition of the relevant Cost
Recovery Statement) to the date of payment. The LIBOR rate applicable
shall be the average of the figure or figures published by the Financial
Times representing the mid-pomt of the rates (bid and askj applicable to
one month U.S. Dollars deposits in the London Interbank Eurocurrency
Market on each fifteenth {IS‘h) day of each month occurring between the
date on which the disputed amount(s) would have been paid to EGPC and
the date on which it 1s settled.
If the LIBOR rate is available on anv fifteenth (15% day but is not
published 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 Iaterbank Eurocurrency Market for one month U.S,
Dollar deposits.
If such fifteenth (15%) day 1s not a day on which LIBOR rates are quoted
it the London Interbank Eurocurrency Market, the LIBOKR rate to be used
shall be that quoted on the next following day on which such rates are
quoted.,
If within the time Iimit of the three (3) month period provided for in this
paragraph, EGPC has not advised CONTRACTOR of its objection to any

Statement, such Statement shall be considered as approved.
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(g CONTRACTOR shall supply all funds nacessary for its operations
in the ARE. under this Agreement in freely convertible currency
from abroad. CONTRACTOR shall have the right to freely purchase
Egyptian currency in the amounts necessary for its operations
in the ARE. from EGPC or from any bank authorized by the
GOVERNMENT to conduct foreign curreney exchanges. Priority
shall be given to EGPC to purchase the foreign currencies from
CONTRACTOR at the same applicable rate and date as such
currencies may be purchased from the National Bank of Egypt.

(h) EGPC is autherized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement against
receiving from CONTRACTOR anequivalentamountof U.S. Dollars
at the official AR E. rate of exchange, such amount m U.S. Dollars
shall be deposited 1 an EGPC account abroad with a correspondent
bank of the National Bank of Egypt, Cairo. Withdrawals from
said account shall be used for financing EGPC’s and its Affiliated
Companies’ foreign currency raquirements subject to the approval
of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
{a) MANDATORY:
At the end of the third (3“‘) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (25%) of the original Area on the Effective date
not then converted to a Development Lease or Leases "Area subject
to relinquish”. Such relinquishment shall be in a single unit of whole
Exploration Blocks not converted to Development Leases unless
otherwise agreed upon between EGPC and CONTRACTOR so as to

enable the relinquishment requirements to be precisely fulfilled.
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Subtect to the approval of the Mmister of Petroleum. During the next
two  (2) years Exploration period, CONTRACTOR may retain the
"Area subject to relmquish" mentioned above, CONTRACTOR shall
submit  at least six (6) months pre-notification to EGPC, including
the addittonal activities to be undertaken (drilling one well, at least)
in the "Aresa subject to relinquish”, during the next two (2) years
Exploration period that CONTRACTOR elects to extend beyond the
initial Exploration period , provided that CONTRACTOR shall submit
a statement of costs and expenses of such additional activities, if 1s
understood that CONTRACTOR 1s commnutted fo such financial and
technical commitments in addition to the Exploration commitments
related to the second two {2) Exploration period according to Article
IV (b) of this Agreement, provistons of Article IV of this Agreement
shall be apphed , CONTRACTOR shall submit a letter of guarantee
with an equal amount to the costs of such additional activities in the
form specified 1 Annex (c) of this Agreement, and shall also pay an
unrecoverable bonus for retaining "the Area subject to relinquish”.

At the end of the ffth (“\‘h) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional fwenty five percent ( 25 %) of the original Area on the
Effective date not then converted to a Development Lease or Leases.
CONTRACTOR shall also relinquish the "Area subject to relinguish”
retained pursuant to the above mentioned paragraph, excluding the
area(s) converted to Development Eease/Leases. Such relinquishment
shall be i1 a single unit of whole Exploration Blocks not converted to
Developiment $eases unless otherwise agreed upon between EGPC
and CONTRACTOR so as to enable the relinquishment requirements
to be precisely fulfilled. CONTRACTOR may retain the above
mentioned additional twenty five percent {25%) area and/or the
area retamed during the previous Exploration period (first extension
period), during the two (2) year third Exploration period ( second
Extension period) that CONTRACTOR elects to extend beyond the
second Exploration period subject to the approval of the Minister of
Petroleum and pursuant to the rerms and conditions mentioned above,
Without prejudice to Articles III and XXIII and the Iast three
paragraphs of this Article V (a), at the end of the seventh (7 ) year
of the Exploration period, CONTRACTOR shall relinquish the

rematnder of the Area not then converted to Development Leases.
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It 15 understood that at the time of any relinquishment the areas to be
converted mto Development Leases and which are submitted to the
Minister of Petrolenun for his approval according to Article III {d} shall,
subject to such approval, be deeimed converted to Development Leases.
CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks on which a Commercial Oil or Gas Well 1s discovered
before the period of time referred to in Artiele HI {¢) given to
CONTRACTOR to determine whether such Well is a Commerciai
Discovery worthy of Development or to relinquish an Exploration
Rlock m respect of which a notice of Commercial Gas Discovery has
been given to EGPC subject to EGPC’s right to agree on the existence
of a Commercial Discovery pursuant to Article HI (¢}, and without
prefudice to the requirements of Article HI ().

In the event at the end of the mitial Exploration period or any of the
successive extensions of fhe initial Exploration period, a well 18
actually driiling or testing, CONTRACTOR shall be allowed up to
sixX {6) months to enable if to discover a Commercial Oil or Gas Well
or to estabiish a Commercial Discovery, as the case may be. However,
any such extension of up to six (6) months shall reduce the length of
the nexf succeeding Exploration period, as applicable, by that amount.

(b) VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinquishment its Exploration obligations under Article IV (b) have
been satisfied for such period.

Any relmquishments hereunder shall be credited toward the mandatory

provisions of Article V (a) above.



LU NSO 1 N S O SO S SNTV (SN SV R b

gl O il SN Gl B 2 il oS0 lendt SLASY Uy
ol Sodl 5 sl Bles iy ol ] by iy LMl
ST slels ol gy Wl WY1 Rt oo e 51 S o UM i aie
NSV POV SPUP S SO | P W] U1 W 1 FCOY P00 S8 REEP PRI ESEAL 0 PR |
il e gl el AT e ST Y R e e (W
Gl bl B2 1
6 s\l GLISY s uludgl

B IS g e B e o LU gl S gl Sl e il i (D)
Sl e e g il ) 75" Gy (0] da bl Salad i Sldanll,
e 5] e Ll e L B3l T Gl O GUEYH iy 0 olkasy L)1
Lo bl ols pllad 052 080 g S0 ey N Jodl )
e W S i ¢ {0 ) S O i DS g
Ve PO O 1 PV I+ | PP PIE RS =D B e
s ol B 32 el i
RSN ke JelEY ¢ LA ol U Bl S 6 Jle Rl e
s Bl 5T LU My ¥ 2l 01 Sl Sl Gy e ook
Sl sl el e Lo o
caladt o Wl A8 2 Dl ol 58 Slasly VAVA LD £A 3, 0 W1 -
frr | DU 2 kLA AL 5 Slaely VAAY 2 VeR 5, St -

53k s | 15 DS80S
S0 sl g Bl Sl 5la B o0 Slsl VAAT LAY o sl -
5o Al Qe g Uad S5 5 5 Sl VARN S YT L3, o st -
wdas sl elldl AW e Sl Ll i,LSZ.-.-T Y. VL] AA gy Sl =
RIS B L AP |



1Y

R RCR -1 IV SR U S U SNV SN | ST Y

Following Commercial Discovery, EGPC and CONTRACTOR shall
mufually agree upon any area to be relinquished thereafter, except
for the relinquishment provided for above at the end of the total
Exploration period.

At the time of relinquishment of all or anv part of the Concession Area ,
CONTRACTOR shall undertake and be comumitted to restore the Area
as it was by the time CONTRACTOR had received it, by removing,
for example but not limited to , marine platforms . wells |, pipelines
etc., or in a conditton demanded by EGPC upon relinquishment .

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

{a) On Commercial Discovery, EGPC and CONTRACTOR may form

in the A R.E. an operating company pursuant to Article VI (b} and
Annex "D" (heremafter referred to as "Operating Company") which
company shaill be named by mutual agreement between EGPC and
CONTRACTOR and such name shall be subject to the approval
of the Minister of Pefroleum. Said company shall be private sector
company, 1z which EGPC and CONTRACTOR each confribute
by fifty percent (30%). Operating Company shall be subject to the
laws and regulations in force i the A R.E. to the extent that such
laws and regulations are not meconsistent with the provisions of this
Agreement or the Charter of Operating Company.
However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or herzafter amended or substituted:

Law No. 48 of 1978, on the emplovee regulations of public sector

companies;

Law No. 159 of 1981, promulgating the law on joint stock

companies, partnership himited by shares and himifed liability

companisas;

Law No. 97 of 1983 promwulgating the law concerning public

sector organizations and companies;

Law No. 203 of 1991 promulgating the law on public business

sector companies; and

Provisions of part 2 of Chapter 6 of Law No. 88 0of 2003, organizing

dealings m foreign currencies.
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(b} The Charter of Operating Company is hereto attached as Annex

(c)

"D, Withm ninety (90) days after the date of the Minister's of
Petroleum approval of a Development $Lease for Oil or Gas (unless
otherwise agreed upon by EGPC and CONTRACTOR), the Charter
shall take sffect and Operating Company shall automatically come
into existence without any further procedures. The Exploration
Advisory Committee shall be dissolved forthwith upon the coming
into existence of the Operating Company.

Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, 1t shall preparea
Work Program and Budget for further Exploration and Development
for the remainder of the year in which the Commereial Discovery
is made; and not later than four (4) months before the end of the
current Financial Year (or such other date as mav be agreed upon
by EGPC and CONTRACTOR) and four (4) months preceding the
commencement of each succeedmg Finaneial Year thereafter (or such
other date as may be agreed upon by EGPC and CONTRACTOR),
Operating Company shall prepare an annual Production Schedule,
Work Program and Budget for further Exploration and Development
for the succeeding Fmancial Year. The Production Schedule, Work
Program and Budget shall be submitted to the Board of Directors
for approval.

(&) Not later than the twentieth (20™) day of each month, Operating

Company shali furnish to CONTRACTOR a written estimate of
its total cash requirements for expenditure for the first half and
the second half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take mto
consideration any cash expected to be on hand at month end.
Payment for the appropriate perrod of such month shall be made
to the correspondent bank designated in paragraph {(e) below on
the first {1°H day and fifteenth (15“1) day respectively, or the next
following business day, if such day 1s not a business day.
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(e)

(f)

Operating Company 1s authorized to keep at its own disposal abroad
1in an account opened with a correspondent bank of the National Bank
of Egypt, Cairo, the foreign funds advanced by CONTRACTOR.
Withdrawals from said account shall be used for payment for goods
and services acquired abroad and for transferring to a local bank in
the AR E. the required amount to meet the expenditures in Egyptian
Pounds for Operating Company in connection with its activities
under this Agreement.

Within sixty (60) davs after the end of each Financial Year,
Operating Company shall submit to the appropriate exchange confrol
authorities 1 the A R.E. a statement, duly certified by a recognized
firm of auditors, showing the funds credited to that account, the
disbursements made out of that account and the balance outstanding
at the end of the Year.

If and for as Iong during the period of production operations there
exists an excess capacity in facilities which cannot during the period
of such excess be used by the Operating Company, EGPC shall
have the right fo use the excess capacity 1if 1t so desires without any
financial or operational disadvantage to the CONTRACTOR or the
Operating Company.

ARTICLE V11
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

{a) {1} Cost Recovery Petroleum:

subject to the auditing provisions wunder this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expendifures in respect of all the Exploration, Development and
related operations under this Agreement and which was approved
by EGPC to the extent and out of twenty five percent (25%) of
all Petroleum produced and saved from all Development Leases
within the Area hereunder and not used in Petroleum operations.
such Petroleum is heremafter referred to as "Cost Recovery
Petroleum”.

For the purpose of determining the classification of all costs,
expenses and expenditures for thewr recovery, the following terms
shall apply:
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I. "Exploration Expenditures" shall mean all costs and expenses
for Exploration and the related portion of indirect expenses and
overheads.

2. "Development Expenditures" shall mean all costs and expenses for
Development (with the exeeption of Operating Expenses) and the
related portion of indirect expenses and overheads.

(s

"Operating Expenses” shall mean all costs, expenses and
expenditures made after inmial Commercial Production, which
costs, expenses and expenditures are not normally depreciable.
However, Operating Expenses shall include work over, repair and
matntenance of assats but shali not include any of the following:
sidetracking, re-drilling and changing of the status of a well,
permanent abandonment of a well, replacement of assets or part of
an asset, additions, improvements, renewals or major overhauling.
Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum in the following manner:-

(1) "Exploration Expenditures”, including those accumulated prior to
the commencement of mitial Commercial Producetion, which for
the purposes of this Agreement shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas are
made, shall be recoverable at the rate of twenty five percent { 25 %)
per annum starting either in the Tax Year in which such expendrtures
are meurred and paid or the Tax Year i which instial Commercial
Production commences, whichever is the later date.

{(11) "Development Expenditures”, including those accumulated prior to

the commencement of initial Commercial Production which for the

purposes of this Agreement shall mean the date on which the first
regular shipment of Crude Oil or the first deliveries of Gas are made,
shall be recoverable at the rate of twenty five percent ( 25 %) per
annum starting either 1n the Tax Year m which such expenditures
are mcurred and paid or the Tax Year i which initial Commercial
Production commences, whichever is the later date.
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(111) "Operating Expenses”, incurred and paid after the date of initial

Commercial Production, which for the purposes of this Agreement
shall mean the date on which the first regular shipment of Crude Oil
or the first deliveries of Gas are made, shall be recoverable either
in the Tax Year in which such costs and expenses are mcurred and
paid or the Tax Year in which initial Commereial Production occurs,
whichever is the Iater date.

(1v} To the extent that, in a Tax Year, costs, expenses or expeaditures

recoverable per paragraphs (1), {i1) and (111) preceding, excead the
value of all Cost Recovery Petroleum for such Tax Year, the excess
shall be camried forward for recovery in the next succeeding Tax

Year(s) untl fully recovered, but i no case after the termination of
this Agreement, as to CONTRACTOR.

{ v ) The recovery of costs and expenses, based upon the rates referred to

above, shall be allocated to each guarter proportionately (one fourth
to each quarter). However, any recoverable costs and expenses not
recovered m one quarter as thus allocated, shall be carried forward

for recovery 1n the next quarter,

(V1) Any new investments or costs during the last four (4) years from

the obligation period stated in this Agreement shall be excluded
from item I- and 2- above, and shall be recoverable proportionately
over the remaining available guarters of the Concession Agreement
period starfing from the quarter i which such costs are incurred and
paid during the Tax Year, and till the end date.

(2) Except as provided m Article VII {a} (3) and Article VIi (e) (1),
CONTRACTOR shall each quarter be entitled to take and own
all Cost Recovery Petroleum, which shall be taken and disposed
of in the manner determined pursuant to Article VII {e). To the
extent that the value of all Cost Recovery Pefroleum {as
determined m Asticle VII (¢}] exceeds the actual recoverable
costs and expenditures, including any carry forward under
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Article VI (a) (1) (zv), to be recovered 1n that quarter, then
the value of Excess Cost Recovery Petroleum shall be shared
between EGPC and CONTRACTOR in accordance with the
following percentages : EGPC ninety five percent (95%) and
CONTRACTOR five percent (5%), the value of such Excess
Cost Recovery Petroleum shall be paid by CONTRACTOR to
EGPC either (3) 1n cash in the manner set forth in Asticle IV
of the Accounting Procedure contained in Annex "E” or {11) in
kind in accordance with Asticle VII (a) (3).

(3) Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require payment of up to one hundred
percent (100%) of EGPC’s share of Excess Cost Recovery
Petroleum 1 kinnd. Such payment will be in Crude Oil from
the Area F.O B. export terminal or other agreed delivery point
provided that the amount of Crude Oil faken by EGPC mn
kind 1n a quarter shall not exceed the value of Cost Recovery
Crude Oil actually taken and separately disposed of by
CONTRACTOR from the Area during the previous quarter. If
EGPC’s entitlement to recerve payvment of 1ts share of Excess
Cost Recovery Petroleum in kind is hmited by the foregoing
provision, the balance of such entiflement shall be patd in cash.

(b) Production Sharing :
(1) The remaming seventy five percent (75%) of Petroleum shall
be divided between EGPC and CONTRACTOR based on Brent
price and according to the following shares:

Such shiares shall be taken and disposed of pursuant to Article VII (e) .
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(1) Crude Oil (Quarterly Average ):

Crude Oil produced and saved under this Agreement and not nsed

in Petrolenm operations, Barrel of Oil Per Day (BOPD)

{quarterly average!

Brent Price
Aore than More thas
TSS/Dbbl More than 5000 .
Less than 10,680 EOGPD | 15032 BOPD
BOPD and less Adore than 25000
or equal to aud less thazn | ang less than
than or equal to BOPD
5,000 BOPD| or equai to or equal to
16,600 BOPD
15,600 BOPD (25,060 BOPD
EGPC|Cont.| EGPC | Cont. | EGPC (Cont.| EGPC |Cont.| EGPC Cont.
G % % G % & % %. e %
{ess than of
X 2 % 2
equal 1o 40 US$ T7 | 23 78 22 75 21 80 20 81 15
More than 40
USS and less
2 2 > 2
than ot equal to 78 | 22 79 21 ]0 20 81 19 g2 18
60 USS
More than 60
USS and less
2 9 2 ’
than or equal to 79 | 21 80 20 81 19 82 i8 &3 17
8G USS
More than 80
USS and less
2 2 : '
than of equal to & | 20 81 19 ]2 18 83 17 &4 16
100 USS
Morge than 100
0SS 81 | 1¢ 82 18 83 17 84 16 85 15
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(i) Gas &LPG (Quarterly Average):

Gas and LPG produced and saved under this Agreement and not used
in Petroleum operations (Standard Cubic Feet of Gas Per Day (SCED)
(quarterly average) divided berwesn EGPC and CONTRACTOR.

EGPC Contractor
% %
Seventy seven Twenty three
Less thap 25 MMSCFEDay percent pereent
(77%) (23%}
Equal to 25 and less than S0 MMSCF! Seventy eight Twenty two percent
Day percent {78%) (22%)
Equal to 50 and less than 100 Seventy nine Twenty one percent
MMSCF: Day percent {79%) {21%)
Equal to 100 and less than 125 Erghty percent Twenty percent
MMSCF Day (80%) (20%)
, o Eighty one percent Ninsteen pereent
Equal 125 MMSCF/Day and above (81%) (16%)

(2)

After the end of each contractual year during the term of any Gas
Sales Agreement entered 1nto pursuant to Amcle VII (), EGPC and
CONTR ACTOR (as sellers) shall render to EGPC or EGAS (as
buyer) a statement for anamountof Gas,if any, equal to the
amount by which the quantity of Gas of which EGPC
or EGAS (as buyer) has taken delivery falls below seventy five
percent {75%) of the Contract quantities of Gas as established by the
applicable Gas Sales Agreement (the "Shortfall”), provided the Gas
1s avaiable. Within sixty (60} days of receipt of the statement, EGPC
of EGAS (as buyer) shall pay EGPC and CONTRACTOR
(as sellers) for the amount of the Shortfall, if any. The Shortfall shall
be included i EGPC’s and CONTRACTORs entitlement to Gas
pursuant to Article VII {a) and Article VII (b) m the fourth (4‘11)
quarter of such contracfual year.
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Quantities of Gas not taken but to be paid for shall be recorded in
a separate " Take-or-Pay Account ". Quantities of Gas ("Make Up
(Gas") which are delivered in subsequent years in excess of seventy
five percent (75%) of the contract quantities of Gas as established by
the applicable Gas Sales Agresment, shall be set against and reduce
quantities of Gas i the "Take-or-Pay" accouat to the extent thereof
and, to  that extent, no payment shall be due in respect of such
Gas. Such Make Up Gas shall not be included in CONTRACTOR s
entiflement to Gas pursuantto Article VII(aj and {b). CONTRACTOR
shall have no rights to such Make Up Gas.

If at the end of any Contractual year, EGPC and CONTRACTOR
(as sellers) fail to deliver seveaty five percent (75%) of the annual
contract guaatity of Gas as defined in the Gas Sales Agreement with
EGPC or EGAS (as buyer), the difference between seveaty five
percent (75%) of the annual Contract quantity of Gas and the actual
(Gas quantity delivered shall be referred to as the "Deliver- or - Pay
Shortfall Gas". EGPC or EGAS (as buyer) shall have the right to
take a quantity of Gas equal to Deliver-or-Pay the Shortfall Gas and
such quantity of (Gas shall be priced at ninety percent (90%) of the
Gas price as defined i the Gas Sales Agreement The mechanism
for the Deliver-or-Pay concept will be determined m the Gas Sales
Agreement .

The percentages set forth m Article VII (a) and (b) 1 respect of LPG
produced from a plant constructed and operated by or on behalf of EGPC

and CONTRACTOR shall apply to all LPG available for delivery.
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(¢} Valuation of Petroleum:
{1) Crude Oil:
(1) The Cost Recovery Crude Oil to which CONTRACTOR

(11)

15 entitled hereunder shall be wvalued by EGPC and
CONTRACTOR at "Market Price" for each calendar quarter.
"Market Price” shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during
the quarter, whichever is higher, provided that the sales to be
used 1n arriving at the weighted average(s) shall be sales of
comparable quantities on comparable credif terms in freely
convertible currency from ¥.O B. point of export sales to non-
affiliated companies at arm’s length under all Crude O sales
contracts then in effect, but excluding Crude O1l sales confracts
ivolving barter, and
(1) Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR to any Affiliated
Company.
(2) Sales involving a quid pro quo other than payment in
a freely convertible currency or motivated in whole or
i part by considerations other than the usual economic

mcentives for commercial arm’s length Crude Oil sales.

(ii1) It is understood that in the case of "C.1F." sales, appropriate

deductions shall be made for transport and msurance charges
to calculate the F.O B. pomt of export price; and always taking
info account the appropriate adjustment for quality of Crude
01, freight advantage or disadvantage of port of loading
and other appropriate admustments. Market Price shall be
determined separately for each Crude Oil or Crude Oil nux,

and for each port of loading.
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(1v) If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude Oil sales contracts in
effect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrsl of Crude Oil to be used for
such quarter, and shall be guided by all relevant and available
evidence including cuwrrent prices m  freely convertible
currency of leadmg Crude Oils  produced by major Oil
producing couniries (in the Arabian Gulf or the Mediterranean
Area), which are regularly sold in the open market according
to actual sales contracts terms but excluding paper sales and
sales promises where no Crude Oil 1s delivered, to the extent
that such sales are effected under such terms and conditions
(excluding the price) nof significantly different from those
under which the Crude O1l to be valued, was sold, and always
taking into consideration appropriate adjustments for Crude
O1l quality, freight advantage or disadvantage of port of
loading and other appropriate adjustments, as the case may be,
for differences 1n gravity, sulphur, and other factors generally
recognized by sellers and purchasers, as reflected in Crude
prices, transportation ninety (90) days msurance premiums,
unusual fees borne by the seller, and for credit terms in excess
of sixty (60) days, and the cost of loans or guarantees granted
for the benefit of the sellers at prevailing mterest rates.

It 15 the intent of the Parties that the value of the Cost Recovery

Crude Oil shall reflect the prevailing market price for such

Crude Oil.
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(v} If erther EGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph (i) above does not
reflect the prevailing Market Price or in the event EGPC and
CONTRACTOR fail to agree on Market Price for any Crude
il produced under this Agreement for any guarter within
fifteen (15) days after the end thereof, any parfy may
elect at anv time thereafter to submut to a single arbifrator
the question, what single price per Bairel, in the arbitrator’s
judgment, best represents for the pertinent quarter the Market
Price for the Crude Oil in question. The arbitrator shall make
his determination as soon as possible followmg the quaster in
question. His determination shall be final and binding upon
all the parties. The arbitrator shall be selected in the manner
described below.

In the event EGPC and CONTRACTOR {ail to agree on the
arbifrator within thirty (30) days from the date any party
notifies the other that 1t has decided to submit the defermination
of the Market Price to an arbitrator, such arbitrator shali be
chosen by the appointing authority designated in accordance
with Article XXIV (e), or such other appointing authority with
access to such expertise as mayv be agreed to between EGPC
and CONTRACTOR, with regard to the qualifications for
arbifrators set forth below, upon written applhication of one or
both of EGPC and CONTRACTOR. Copy of such application
by one of them shall be prompily sent to the other.

The arbitrator shall be as nearly as possible a person with
an established reputation in the mternational Petroleum
mdustry as an expert in pricing and marketing Crude O1il in
mternational commerce. The arbitrator shall not be a citizen
of a country which does not have diplomatic relations with
both the A.R.E. and nationality of the CONTRACTOR. He
may not be, at the rime of selection, employed by, or an
arbifrator or consultant on a continuing or frequent basis to,
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the American Petroleum Institute, the Organization of the
Petroleum Exporting Countries or the Organization of Arab
Petroleum Exporting Countries, or a consultant on a confinuing
basis to EGPC, CONTRACTOR or an Affiliated Company of
exther. but past occasional consultation with such companies,
with other petroleum companies, governmental agencies or
organizations shall not be a ground for disqualification. He
may not have been, at any time durmg the two (2) years before
selection, an employee of any Petroleum company or of any
governmental agency or organization.

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

The arbitrator shall make his determination in accordance
with the provisions of this paragraph, based on the best
evidence available to him. He will review Oil sales contracts
as well as other sales data and mformation but shall be
free to evaluate the extent fo which any contracts, data or
mformation is substanfiated or pertinent. Representfatives of
EGPC and CONTRACTOR shall have the right to consult
with the arbifrator and furnish him written materials provided
the arbitrator may impose reasonable limitations on this
right. EGPC and CONTRACTOR each shall cooperate with
the arbitrator to the fullest extent and each shall msure such
cooperation of ifs trading compantes. The arbitrator shall be
provided access fo Crude Oil sales confracts and related data
and information which EGPC and CONTRACTOR  or their
trading companies are able to make available and which in the
judgment of the arbifrator might aid the arbitrator in making a
valid determination.
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{(vi} Pending Market Price agreement by EGPC and CONTRACTOR

or determination by the arbitrator. as applicable, the Market

Price agreed for the quarter preceding the quarter in question

shall remain temporarily in effect. In the event either EGPC or

CONTRACTOR should incuor a loss by vutue of the temporary

contmuation of the Market Price of the previous guarter, it shall

promptly be reimbursed such loss by the other party plus simple

mterest at the LIBOR plus two and one - half percent (2.5%) per

annum rate provided for m Article IV {f) from the date on which the

disputed amount(s) should have been paid to the date of payment.

(2) Gasand LPG:

(@)

(i1)

Where
PLPG

The Cost Recovery, Production Sharimg and Excess Cost
Recovery , if any, Gas Price for local market will be agreed
upon between CONTRACTOR and EGPC or EGAS after
the Commercial Discovery and before converfing an area to
a Development Lease(s). Production Sharing Gas Price for
exporf will be valued at Netback Price.

The Cost Recovery and Production Shares of (LPG) produced
from a plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be separately valued for Propane
and Bufane at the outlet of such LPG plant according to the

following formula (unless otherwise agreed between EGPC
and CONTRACTOR):

PLPG =095PR

= LPG price (separately determined for Propane and Butane)

m U.S. Dollars per metric ton.
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PR = The averags over a period of a month of the figures

(111}

(iv)

representing the mid-pomnt between the high and low prices
m U.S. Dollars per metric ton quoted in "Platt’s LPGaswire"
during such month for Propane and Butane FOB Ex-Ref/Stor.
West Mediterranean.
In the event that "Platt’s LPGaswire” 1s issued on certain days during
a month buf not on others, the value of (PR) shall be caleculated
using onlyv those issues which are published during such month. In
the event that the wvalue of (PR} cannot be determined
because "Platt’s LPGaswire"” 1s not pubhished at all during a month,
EGPC and CONTRACTOR shall meet and agree to the value of
(PR) by reference to other published sources. In the event that there
are no such other published sources or if the value of (PR) cannot be
determined pursuant fo the foregomg for any other reason , EGPC
and CONTRACTOR shall meet and agree the value of (PR) by
reference to the value of LPG (Propane and Butane) delivered FOB
from the Mediterranean Arza.
Such valuasion of LPG is based upon delivery at the delivery point
specified in Article VII {e) (2) (111).
The prices of Gas and LPG so calculated shall apply during the
same month.
The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC
or EGAS shall be valued pursuant to Article VII {e).
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(d) Forecasts:
Operating Company shall prepare (not less than ninety (90) days
prior to the begmning of each calendar semester following first
regular production) and furnish m writing to CONTRACTOR
and EGPC a forescast setting out a total quantity of Petroleum
that Operating Company estimates can be produced, saved
and transported hereunder during such calendar semester in
accordance with good Oil and Gas industry practices.
Operating Company shall endeavor to produce each calendar
semester the forecast quannfy. The Crude Oi shall be rua to
storage tanks or offshore loading facilities constructed, mamtamed
and operated according to GOVERNMENT Regulations, by
Operating Company in which satd Crude Oil shall be metered or
otherwise measured for royalty, and other purposes required by
this Agreement. Gas shall be handled by Operating Company in
accordance with the provisions of Article VII (e).

(e}  Disposition of Petroleum:

(1) EGPC and CONTRACTOR shall have the right and the obligation
fo separately take and freely export or otherwise dispose of,
currently ail of the Cirude Oil to which each is entitled under
Article VII (3) and (b). Subject fo payment of sums due to EGPC
under Article VII {a) (2) and Article IX, CONTRACTOR shall
have the right to remit and retain abroad all funds acquired by it

including the proceeds from the sale of ifs share of Petroleum.
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Notwithstanding anything to the contrary under this Agreement,
priority shall be given to mieet the requirements of the ARE.
market from CONTRACTOR's share under Article VI[ ( b )
of the Crude Oil produced from the Area and EGPC shall have
the preferential right to purchase such Crude Oil at a price to be
determined pursuant to Article VII ( ¢} . The amount of Crude
(1l so purchased shall be a portion of CONTRACTOR s share
under Article VII (b}, Such amount shall be proportional to
CONTRACTOR s share of the fotal production of Crude Oil from
the concession arzas 1n the A.R.E. that are also subject to EGPC’s
preferential right to purchase. The payment for such purchased
amount shall be made by EGPC 1 U.S. Dollars or in any other
freely convertible currency remittable by CONTRACTOR abroad.
it 1s agreed upon that EGPC shail notify CONTRACTOR, at
least forty-five (45) davs prior to the beginung of the Calendar
Semester, of the amouat to be purchased during such semester
under this Article VH (e) (1.

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

(1) Priority shall be given fo meet the requirements of the local market
as determined by EGPC, taking into consideration the foilowing
cases:-

- In case CONTRACTOR elects to dispose all or part of its share of
Production Sharing (as and Excess Cost Recovery Gas, if any, by
itself to local market, CONTRACTOR shall submit an application to
EGPC to obtain the competent authorities’ approval in A.R.E. on the
Gas quantities, price and Gas Sales Agreement of such Gas, provided
that CONTRACTOR shall pav the Royalty and Egvptian Income Tax
in respect of such Gas in accordance with Article I hereunder.

- Incase EGPC/EGAS or EGPC/EGAS and CONTRACTOR export Gas
or LPG jointly, they should obtain the A R.E. competent authorities’

approval on the price and guantities allocated for export.
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(11) In the event that EGPC or EGAS 1s to be the buyer of Gas, the

disposition of Gas to the local markets as mdicated above shall be

by virtue of long term Gas Sales Agreements to be entered into
between EGPC and CONTRACTOR (as sellers) and EGPC or
EGAS (as buver).

EGPC and CONTRACTOR (as sellers) shall have the obligation to

deliver Gas to the following point where such Gas shall be metered

for sales, royalty, and other purposes required by this Agreement:

(a) In the eveat no LPG plant is constructed to process such

(b)

Gas, the delivery point shall be at the flange connecting
the Development Lease pipeline fo the nearest point on the
National Gas Pipeline Grid System as depicted in Annex "F*
hereto, or as otherwise agreed bv EGPC and CONTRACTOR.
in the event an LPG plant is constructed to process such
Gas, such Gas shall, for the purposes of valuation and
sales, be metered at the outlet to such LPG Plant. However,
notwithstanding the fact that the metering shall take place
at the LPG Plant outlet, CONTRACTOR shall through the
Operating Company build a pipeline suitable for transport of
the processed €as from the LPG Plant outlet to the nearest
poinf on the National Gas Pipeline Grid System as  depieted
m Annex "F" hereto, or otherwise agreed by EGPC and
CONTRACTOR. Such pipeline shall be owned in accordance
with Article VIII (a) by EGPC, and its cost shall be financed and
recovered by CONTRACTOR as Development Expenditures
pursuant to Article VIL
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(111) EGPC and CONTRACTOR shall consult fogether to determine
whether to build an LPG plant forrecovering LPG from any Gas
produced hersunder. In the event EGPC and CONTRACTOR
decide to build such a plant, the plant shall, as 1s appropriate,
be m the vicinity of the pomt of delivery as deternuned i
Article II and Article VII (e) 2 (i1). The delivery of LPG for,
royalty and other purposes required by this Agreement shall
be at the outlet of the LPG piant. The costs of any such LPG
plant shall be recoverable in accordance with the provisions
of this Agreement unless the Minister of Petroleum agrees to
accelerated recovery.

(xv) EGPC or EGAS (as buyer) shall have the option to eleet,
by ninety (90} davs prior written notice to EGPC and
CONTRACTOR ({as sellers), whether payment for the Gas
which 1s subject to a Gas Sales Agreement between EGPC and
CONTRACTOR (as sellers) and EGPC or EGAS (as buyer)
and LPG produced from a plant constructed and operated
by or on behalf of EGPC and CONTRACTOR, as valued in
accordance with Article VII (¢}, and to which CONTRACTOR
1s entitled under the Cost Recovery and Production
Sharing provisions of Arficle VII, of this Agreement, shall be
made 1) m cash or 2) 1 kind.

Payments in cash shall be made by EGPC or EGAS (as buyer)
at intervals provided for 1n the relevant Gas Sales Agreement

m U.S. Dollars, remittable by CONTRACTOR abroad.
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Payments m kind shall be calculated by converting the value
of Gas and LPG to which CONTRACTOR i1s entitled 1nto
equivalent Barrels of Crude Oil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
Gl 1s msufficient, Crude Oil from CONTRACTOR’s other
concession areas or such other areas as may be agreed. Such
Crude Ol shail be added to the Crude O that CONTRACTOR
1s otherwise entitled to hft under this Agreement. Such
equivalent Barrels shall be calculated on the basis of the
provisions of Article VII {c) relating to the valuation of Cost

Recovery Crude Ozl

Provided that:

(aa)

(bb)

Payment of the value of Gas and LPG shall always be made
in cash m U.S. Dollars remuttable by CONTRACTOR abroad
to the extent that there 1s msufficient Crude Oil available for
conversion as provided for above.

Payment of the value of Gas and LPG shall always be made in
kind as provided for above to the exteat that payvments 1 cash
are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR’s Cost Recovery Petroleum, shall
be included in CONTRACTORs Statement of Recovery of
Costs and of Cost Recovery Petroleum referred to m Article IV

of Annex "E" of this Agreement.
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(v} Should EGPC or EGAS (as buver) fail to enter into a long-term
(as Sales Agreement with EGPC and CONTRACTOR (as sellers)
within four (4) years from the approval date of a Gas Development
Lease pursuant to Article [II. EGPC and CONTRACTOR shall
have the right to take and freely dispose of the quantity of Gas and
LPG in respect of which the notice of Comumnercial Discovery is
given by exporting such Gas and LPG | subject to the approval of
the competent authorifies and in case EGPC/EGAS is not in need
for such Gas or LPG to meet the needs of domestic markets.

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

(vii) In the event EGPC and CONTRACTOR agree to accept new
Gas and LPG producers to join 1n an ongoing export project, such
producers shall have to contribute a fair and equitable share of the
mvestment made.

{viit) {aa) Upon the expiration of the four {(4) year period referred fo in
Article VII {e) (2) (v), CONTRACTOR shail have the obligation
to exert its reasonable efforts to find an export market for Gas
TESErves.

(bb)In the event at the end of the four {(4) year period referred to under
Article VH (e) (2) {(v), CONTRACTOR and EGPC have not
entered mto a Gas Sales Agreement, CONTRACTOR shall retain
its rights to such Gas reserves for a further period up to ftwo (2)
years, subject to Article VII () (2) (vii1) {cc), during which period

EGPC shall attempt fo find a market for Gas reserves.
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{cc)y In the event that EGPC and CONTRACTOR are not exporting the
Gas and EGPC & CONTRACTOR have not entered into a Gas
Sales Agreement with EGPC / EGAS pursuant to Article VII (e) (2)
prior to the expiry of six (6) years from the approval date of a Gas
Development Lease, it shall be considered that CONTRACTOR
has assigned the Gas reserves 1n respect of which such notice has
been given. And CONTRACTOR does not accept an offer of a
Gas Sales Agreement from EGPC within six (6) months from the
date such offer is made provided that the Gas Sales Agreement
offered to CONTRACTOR shall take mfo consideration Gas prices
commensurate with Gas Sales Agreements in the adjacent and/or
comparable Areas i Egvpt m ferms of water depth and the reservoir
depth to enable a commercial contract meluding:

- A sufficient delivery rate.
- Delivery pressure to enter the National Gas Pipeline Grid System
at the point of delivery.
- Delivered Gas quality specifications not more stringent than those
imposed or required for the National Gas Pipeline Grid System.
- The Gas prices as specified in the Gas Sales Agreement.

(dd) In the event that CONTRACTOR has not entered info a Gas Sales
Agreement pursuant to Article VII {e) (2)or otherwise found an
acceptable scheme for commercial disposal of such Gas , at the time
of the expiration of six (6) years from the approval date of a Gas
Development Lease or failing agreement with EGPC on Gas disposal
at the expiration of six {6) years , CONTRACTOR shall surrender to
EGPC such Development Lease {(s) in which Gas discovery is made.

(ix) CONTRACTOR shall not be obligated to surrender a Development
I ease based on a Commercial Gas Discovery, if Crude Oil has been

discovered in commercial quantities in the same Development Lease.
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(f) Operations:
If following the reversion to EGPC of anv rights to Crude Oil hereunder,
CONTRACTOR retains rights to Gas 1n the same Development Lease,
or if, following swrrender of rights to Gas hereunder, CONTRACTOR
retains rights to Crude Oil 1n the same Development Lease, operations
to explore for or exploit the Petrolsum, the rights to which have
revertad or been surrenderad (Ol or Gas as the case may be) may
only be carried out by Operating Company which shall act on behalf
of EGPC alone, unless CONTRACTOR and EGPC agree otherwise.
(g) Tanker Scheduling:
At a reasonable time prior to the commencement of Commercial
Production EGPC and CONTRACTOR shall mesat and agree upon a
procedure for scheduling tanker lifting from the agreed upon point of
exXport.
ARTICLE VIII
TITLE TO ASSETS
(a) EGPC shall become the owner of all CONTRACTOR acquired
and owned assets which assets were charged to Cost Recovery
by CONTRACTOR in connection with the operations carried out
by CONTRACTOR or Operating Company 1n accordance with the
followmg:
(1) Land shall become the property of EGPC as soon as it is purchased.
(2} Title to fixed and movable assets shall be transferred automatically
and gradually from CONTRACTOR to EGPC as they become
subject to recovery 1n accordance with the provisions of Article
ViH; however the full title fo fixed and movable assets shall be
transferred automatically from CONTRACTOR to EGPC when
its total cost has been recovered by CONTRACTOR m accordance
with the provisions of Article VII or at the tume of termination of
this Agreement with respect to all assets chargeable to the operations

whether recoveraed or not, whichever first oecurs.



VoA R el A 3 (3}, S TN saadl — G a4 ANY

] L Ba L oldeadly LA A, L ST i)l sl D LG

ey Bt Ry IS Bl e L () W ot AL
-v-{ywﬁd 35 \-J-U"-—-i\;-n 13....-:\)0--1):.5.”

gl Sy bl 3 g Ui n gl J Al UL o]l 87 i -Y

Gl e ¢ gl e

33 5l e s Ol LW IS o) Bl 0050 (&)
o L1 6150 S i s ot ] 3 3] g e s 3 LY
ST sda ke o # e Olhaadt ol 2% Ui adlay el Ladl 3l
ol Gl gy DB L 3 Jam o BT i
e LB YT N i U YT el LU e nny iU
P IPCHPr U | Fypeu QTLQL}IQMQLJWIESJ:JIJJ}M S5 ()
B e ] nded! W id 5l S el e el SV L
Sl el Slame Jleminal ad | Y JE fw Je GV Jedos s kel
NPT BV SRS VRN JEUPUEN Ut 5P R VS K SPRe
W Sald!
2!
O PYEs FAE U PINRNINNES V) P JrSgps g o0 | S NPT PETVIR )
Jo gy aINNEB W U i S b5 fmiaS RS e Sasmalt LY
s oW
o bl 33U oy i " diudt Eibie T o BlAs Sl LU LA Dl B ()
b A gl LU s ol e e sl 50 A8 le ale L3NS0

,j'\..i‘j».,.gﬁgu & Qw'ﬂmob_‘w



WF Y i T A S () S WY el = e M !

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to EGPC
or by Operating Company to EGPC and CONTRACTOR
within thirty (30) days of the end of each quarter.

(3) All samples and technical data shall be transferred to EGPC upon
EGPC s request or at the termination of the Agreement.

(b} During the term of this Agreement and the renewal periods EGPC,
CONTRACTOR and Operating Company are entitled to the full
use and enjoyment of all fixed and movable assets referred to
above in connectfion with operations hereunder or under any other
Petroleum concession agreemeni entered into by the Parties.
Proper accounting adjustment shall be made. CONTRACTOR
and EGPC shall not dispose of the same except with agreement
of the other.

(¢) CONTRACTOR and Operating Company may freely import
mto the AR.E., use theremn and freely export at the end of such
use, machinery and equipments which they either rent or lease
in accordance with good mdustry practices, meluding but not
limited to the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC as a signature bonus the sum of
ten million TU.S. Dollars (S 10 000,000 ) before the Effective Date of
the Concession Agreement , after the relevant law 1s issued.

(b} CONTRACTOR shall pay to EGPC an unrecoverable bonus to be
agreed upon between CONTRACTOR and EGPC, m case
CONTRACTOR retams an "Area to relinquish” according to the
provisions of Article V of this Agreement, upon the Mmister of

Pewroleum approval for such request.
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(¢) CONTRACTOR shall pav to EGPC as a Development Lease bonus
the sum of one hundred thousand U.S. Dollars ($100,000) per each
Development Block upon the approval of each Development Lease.

(d) CONTRACTOR shall pay to EGPC as a Development 1 ease Extension
bonus the sum of five million U.S. Dollars ($5,000,000) upon the
approval on CONTRACTOR s request to enter into the five (5) vear
Extension Pertod pursuant to Article III (d) (a11) (bb) .

(e) CONTRACTOR shall pay to EGPC the sum of five hundred thousand
U.S. Deliars (§ 500,000 ) as a production bonus when the total average
daily production from the Area first reaches the rate of three thousand
(3.000) Barrzls of Gil per day or equivalent for a period of thurty (30)
consecutive producing days. Payment will be made within fifteen
(15) days thereafter.

(f) CONTRACTOR shall also pav to EGPC the additional sum  of
one million U.S. Dollars (5 1000000 ) as a production bonus
when the total average daily production from the Arvea first
reaches the rate of five thousand (5,000) Barrels of Oil per day
or equivalent for a period of thirty (30) consecutive producing
days. Payment will be made within fifteen (15) days thereafter.

(g) CONTRACTOR shall also pay to  EGPC the additional sum of
two million US. Dollars (§ 2,000000) as a production bonus
when the total average daily produoction from the Area first
reaches the rate of fen thousand (10,000) Barrels of Oil per day
or equivalent for a period of thirty (30) consecutrve producing

days. Payment will be made within ffteen (15) days thereafter.
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(h) CONTRACTOR shall also pav to EGPC the additional sum of three
million U.S. Dollars (§ 3,000,000) as a production bonus when the
fotal average daily production from the Area first reaches the rate of
fifteen thousand (15,000) Barrels of Oil per day or equivalent for a
period of thirty (30) consecutive producimg davs. Payment will be
made within fifteen {15) davs thersafter.

(1) CONTRACTOR shall  also pav to EGPC the additional sum of
four million U.S. Dollars (5§ 4000.000) as a production bonus
when the total average daily production from the Area first reaches
the rate of twenty five thousand (25000) Barrels of Oil per day
or equivalent for a period of thirty (30} consecutrve producing
days. Payment wiil be made within fifteen (15) davs thereafter.

() CONTRACTOR shail pay to EGPC at the beginning of every
Financial Year during any of the Exploration periods an amount
equal to fifty thousand U.S. Dollars (550,000} as a fraining bonus
for the training of EGPC employees 1 departments of Agreements ,
Exploration , Production and Financial Control Foreign and Joint
Venture compantes. CONTRACTOR shall also pay fifty  thousand
U.S. Doltars (550,000) as a training bonus for the fraining of
EGPC employees from other departments with a total amount of
one hundred thousand U.S. Dollars (5100,000).

(k) CONTRACTOR shall pay to EGPC at the beginnmg of every Financial
Year during any of the Development periods an amount equal to fifty
thousand U.S. Doliars (550,000) as a training bonus for the fraining
of EGPC employees in departments of Agreements , Exploration,
Production and Financial Control Foreign and Joint Venture
companies., CONTRACTOR shall also pay fifty thousand United
States Dollars ($50,000) as a training bonus for the training of

EGPC employees from other departments with a total amount of
one hundred thousand U.S. Dollars (5100.,0003.
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Iy CONTRACTOR/ CONTRACTOR Member shall pay to EGPC the
sum of two hundred thousand U.S. Dollars (5200,000), m case
CONTRACTOR or CONTRACTOR Member assigns i whole or i
part of 1t's rights, privileges, duties and obligations to an Affiliated
Company of the same CONTRACTOR/CONTRACTOR Member,
on the date of the GOVERNMENT's approval of each assignment
request.

(m) CONTRACTOR / CONTRACTOR Member shall pay to EGPC as an
Assignment Bonus on the date of the GOVERNMENT s approval of
each assignment requested by any of the CONTRACTOR Members
to any assignee, pursuant {o Article XXI, as follows:

I- During any Exploration period {as it may be extended),

/}

CONTRACTOR /CONTRACTOR Member assigns in whole orin
part of its rights, privileges, duties and obligations to any assignee
( other than an Affiliated Company of the same CONTRACTOR
fCONTRACTOR Member), CONTRACTOR /CONTRACTOR
Member shall pay to EGPC the sum equivalent fo fen percent
(10%) valued in U.S. Doliars of the fotal financial commitment of
the then current Exploration period during which the assignment
1s made and according to the assigned percentage .

2- During the Development period or ifs extensions, in case

CONTRACTOR /CONTRACTOR Member assigns in whole orin
part of 1ts rights, privileges, duties and obligations to any assignee
(other than an Affiliated Company of the same CONTRACTOR/
CONTRACTOR Member), CONTRACTOR/CONTRACTOR
Member shall pay to EGPC the sum equivalent to ten percent
(10%), valued in U.S. Dollars, of the value of each assignment
deal which could be any of the following:

- The financial value to be paid by the Assignee to the Assignor ; or
- The financial commitments for fechnical programs /Development

plan; or

- The financial value of the reserves , to be swapped between the Assignor and

the Assignee from the Development Lease(s) areas; or

- The financial value of shares and/or stocks to be exchanged between

the Assignor and the Assignee; or

- Any other type of deals to be declared.
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3- Durimg any Exploration phase and after a Development ease is
granted, m case CONTRACTOR / CONTRACTOR Member
assigns in whole or in part of its rights, privileges, duties and
obligations to any assignee {(other than an Affiliated Company
of the same CONTRACTOR /CONTRACTOR Member)
CONTRACTOR/ CONTRACTOR Member shall pay to EGPC
the sum value, in U.S. Dollars, as mentioned in 1- and 2- above.

(n) All the above mentioned bonuses shall in no event be recovared by

CONTRACTOR.

{ 0 } In the event that EGPC elects to develop any part of the Area pursuant to
the sole risk provisions of Article IIE {¢) (iv}, production from such sole
risk area shall be considered for the purposes of this Article IX only if
CONTRACTOR exercises its option to share i such production, and
only from the mitial date of sharing.

(p) Gas shall be taken into account for purposes of determining the total
average daily production from the Area under Article IX (e-1)
by converting dailvy Gas delivered into equivalent Barrels of daily
Crude Oil production in accordance with the followmg formula:
MSCF x H x 0.167 = equivalent Barrels of Crude Oil
where
MSCEF = one thousand Standard Cubic Feet of Gas.

H = the naumber of million British Thermal Units (MMBTU;}

per MSCF.
ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall maintain an office in AR.E. at which notices shall

be validly served.



S R-CIR 03 1V N Y ON S O SRNIV ()-SR | ST N R | &

e iy (SRS Sl ST pull GO s il i ol R e e
sowd Uiy Lendiz ol Se ST e laged] 5 laall i,sSUT il | Sl yt 618,001
0555 ¢ sy b o 1 T SO S T S Gk ol oy U
At ol ibiol, Slals e lgme Lo las Y, AW sis b 3 e Ky
okl pudl ol
Sl il caSie 3 cde B3] s k| e s Ul oa)
gl S Js ! NICTSORN JOTOR PR PN SN | Wy .;.L..} 134
el i s 5 b 131 Lo U] i s YT 5 Y1 21S
CpW gkl s S e e el U W) .:..L.”i 15 } gl
ik dualadf Bald
Byl 4329 Josidt ok Wbl

Dyl Gt Wy i DU ool ¥ 61 Sin 5 oleall ol 35,01 Je ()

miaes SF ;;j.s,;.;L,;,}iJj,;;s.s.uc;Lm.z};ﬁ;;;;.:mggmgbuuﬁ

L

[

ol 51 st o] gt T 2 ST LT A ool LT S o Je o 1
e ] e el ceds 1B AR e ddae T aid ol 8 G i Sl
USROS T T AN R I N WOPUR | BPPY - U JUND-0 SO B PSRN
sl St sl wldeall 2Bl 401 0 ¢ e e IS aie ()
L Baams s lo SO e zli! Lot Led oS PV Lanl iz)
Slidr e Jomdl 2] Gem W WU el e s ls 0 e Jlaaanab N1 T Sl
SPUT % P | R PR PO JUeewi JN ¢ SR POy O N P e LS P NP

e ol L oY A et ] S e s B e



VI Y i T A (o) S Y sl = i M 4!

The General Manager and Deputy General Manager shall be entrusted
by CONTRACTOR with sufficient power to camry out immediately all
local written directions given to them by the GOVERNMENT or 1ts
representatives under the terms of this Agreement. All lawful regulations
1ssued or hersafter to be issued which are applicable hereunder and not in
conflict with this Agreement shall apply to the duties and activities of the

General Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served which are

delivered to the office of the General Manager or which are sent to him by

registered mail to CONTRACTOR s officemmthe ARE. .

All matters and notices shall be deemed to be validly served which are

delivered to the office of the Chief Executive Officer of EGPC or which

are sent to him by registered mail at EGPC’s mam office i Cairo.
ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall fake all proper measures, according to
generally accepted methods 1n use i the Oil and Gas mdustry to
prevent loss or waste of Petroleum above or under the ground i
any form during drilling, producing, gathermng, and distributing or
storage operations. The GOVERNMENT has the right to prevent any
operation on any well that 1t nught reasonably expect would result in
loss or damage to the well or the O1l or (as field.

(by Upon completion of the drillmg of a productive well, Operating
Company shall inform the GOVERNMENT or its representative of the
time when the well will be tested and the production rate ascertained.

(c) Except m instances where multiple producing formations in the same
well can only be produced economically through a smgle tubing
string, Petroleum shall not be produced from multiple Oil bearing
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its representative, which

shall not be unreasonably withheld.
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(d) Operating Company shall record data regarding the quantities of

Petroleum and water produced monthly from each Development Lease.
Such data shall be sent to the GOVERNMENT or its representative
on the special forms provided for that purpose within thirty (30) days
after the data are obtamned. Daily or weekly statistics regarding the
production from the Area shall be available at all reasonable fimes for
examuination by authorized representatives of the GOVERNMENT.

(e) Daily drilling records and the graphie logs of wells must show the

(f)

quantity and type of cement and the amount of any other materials
used 1n the well for the purpose of protecting Pefroleum, Gas bearing
or fresh water strata.

Any substantial change of mechanical conditions of the well after its
completion shail be subject to the approval of the representative of the
GOVERNMENT.

ARTICLE XH
CUSTOMS EXEMPTIONS

(ay EGPC. CONTRACTOR, and Operating Company shall be permitted

to import and shall be exempted from customs duties, any taxes, levies
or fees (including fees nnposed by Mmasterial Decision No. 254 of
1993 issued by the Minister of Finance, as now or hereafter
amended or substituted) of any nature and from the mmportation
rules with respect to the importatton of machinery, equipment,
appliances, materials, items, means of transport and transportation
(the exemption from taxes and dufies for cars shall only apply to cars
to be used in operations), electric appliances, air condifioners for
offices, field housing and facilifies, electronie appliances, computer
hardware and software, as well as spare parts required for any of the
imported items, all subject to a duly approved certificate 1ssued by
the responsible representative nomiated by EGPC for such purpose,
which stfates that the imported items are required for conducting the
operations pursuant to this Agreement . Such certificate shall be final
and binding and shall automatically result 1n the importation and the
exemption without any further approval, delay or procedure.
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(b) Machmery, equipment, appliances and means of transport and
tfransportation importad by EGPC’s, CONTRACTOR s and Operating
Company’s contractors and sub-contractors temporarily engaged in
any activity pursuant to the operations which are the subject of this
Agreement, shall be cleared under the "Temporary Release System”
without pavment of customs duties, any taxes, levies or fees (including
fees mmposed by Ministerial Decision No. 254 of 1993 issued by the
Minister of Finance, as now or hereafter amended or substituted) of
any nature ,jupon presentation of a duly approved certificate issued
by an EGPC respoansible representative nominated by EGPC for
such purpose which states, that the mmported items are required
for conducting the operations pursuant to this Agreement. Ifems
(excluding cars not to be used in operations) set out in Article X1I (a)
imported by EGPC’s, CONTRACTOR’s and Operating Company’s
contractors and sub-contractors  for the aforesaid operations, in
order to be mstalled or used permanently or consumed shall meet
the conditions for exemption set forth i Article XII (a) after being
duly certified by an EGPC responsible representative to be used for
conducting operations pursuant to this Agreement.

(c) The expatriate employees of CONTRACTOR, Operating Company
and their contractors and sub-contractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and charges
except within the limits of the provisions of the laws and regulations
applicable m the AR.E. However, personal household goods and
furniture {macluding one (1) car) for each expatriate employee of
CONTRACTOR and/or Operating company shall be cleared under
the "Temporary Release System” (without payment of any customs
dufies and other ancillary taxes) upon presentation of a letter to the
appropriate customs authorities by CONTRACTOR or Operating
Company approved by an EGPC responsible representative that the
imported items are imported for the sole use of the expatriate employee
and his famuly, and that such imported items shall be re-exported
outside the A R.E. upon the repatriation of the concerned expatriate
employee.
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{(d) Items imported into the ARE. whether exempt or not exempt from

customs duties and other ancillary taxes and charges hereunder,
may be exported by the importing party at any time after obtaining
EGPC’s approval, which approval shall not be unreasonably withheld,
without any export duties, taxes or charges or any taxes or charges
from which such items have been already exempt, being applicable.
Such rtems may be sold within the A R E. after obtamning the approval
of EGPC which approval shall not be unreasonably withheld. In this
event, the purchaser of such items shall pay all applicable customs
duties and other ancillary taxes and charges according to the condition
and value of such stems and the tariff applicable on the date of sale,
unless such items have already been sold to an Affiliated Company
of CONTRACTOR, if anv, or EGPC, having the same exemption, or
unless title to such rtems (exciuding cars not used in operations) has
passed to EGPC.

In the event of any such sale under this paragraph (d), the proceeds
from such sale shall be divided 1n the following manuner:
CONTRACTOR shall be entitled to reimbursement of its unrecovered
cost, if any, 1n such items and the excess. if any, shall be paid to EGPC.

{e} The exemption provided for in Article XII (a) shall not apply to any

®

imported 1tems when items of the same or substantially the same kind
and quality are manufactured locally meeting CONTRACTOR s and/
or Operating Comipany’s specifications for guality and safety and are
avatlable for timely purchase and delivery i the AR.E. at a price not
higher than ten percent (10%) of the cost of the imported item, before
customs duties but after freight and msurance costs, 1f any, have been
added.

CONTRACTOR, EGPC and their respective buyers shall have the
right to export the Petroleum produced from the Area pursuant to this
Agresment and such Petroleum shall be exempted from any customs
duties, any faxes, levies or any other imposts in respect of the export
of Petroleum hereunder.
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(a)

(b)

()

ARTICLE XIII
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS
EGPC, CONTRACTOR and Operating Company shall each maintamn
at therr busmess offices m the ARE. books of account, m accordance
with the Accounting Procedure 1n Annex "E" and accepted accounting
practices generally used i the Petroleum industry, and such other books
and records as may be necessary to show the work performed nnder this
Agreement, including the amount and value of all Petrolenm produced
and saved hereunder. CONTRACTOR and Operating Company shall keep
their books of account and accounting records in United States Dollars.
Operating Company shall fumish to the GOVERNMENT or 1ts
representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such refurns shall be prepared in the
form required by the GOVERNMENT, or its representative and shall
be signed by the General Manager or by the Deputy General Manager
or a duly designated deputy and deliverad to the GOVERNMENT or
1fs representafive within thirty (30) days after the end of the mounth
covered in the returns.
The aforesaid books of account and other books and records referred
fo above shall be available at all reasonable times for mspection by
duly authorized representatives of the GOVERNMENT.
CONTRACTOR shall submit to EGPC a Profit and Loss Statement of
ifs Tax Year not later than four (4) months after the commencement of
the following Tax Year to show its net profit or loss from the Petroleum
operations under this Agreement for such Tax Year.
CONTRACTOR shall at the same time submuit a year-end Balance
Sheet for the same Tax Year to EGPC. The Balance Sheet and financial

statements shall be certified by an Egvptian certified accounting firm.
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(a)

)

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare and, at all
rimes while this Agreement 1s in force, maintain accurate and current
records of its operations in the Area. CONTRACTOR and/or Operating
Company shall furnish the GOVERNMENT or ifs representative, in
conformity with applicable regulations or as the GOVERNMENT or
its representative, 1n accordance with sound and aceepted Petrolzum
industry practices, may requiure mformation and data concerning its
operations under this Agreement. Operating Company will perform
the functions indicated in this Article XIV in accordance with ifs role
as spectfied in Article VI,

CONTRACTOR and/or Operating Company shall save and keep for
a reasonable period of time a representative portion of each sample
of cores and cufttings taken from drilling wells, to be disposed of,
or forwarded to the GOVERNMENT or its representative in the
mannar directed by the GOVERNMENT. All samples acquired by
CONTRACTOR and/or Operating Company for their own purposes
shall be considered available for inspection at any reasonable fime by
the GOVERNMENT or its representatives.

(c) Unless otherwise agreed to by EGPC, in case of exporting any rock

(@)

samples outside AR E., samples equrvalent in size and quality shall,
before such exportation, be delivered to EGPC as representative of the
GOVERNMENT.

Originals of records can only be exported with the permission of EGPC;
provided, however, that magnetic fapes and any other data which
must be processed or analyzed outside the A R.E. may be exported
if a monitor or a comparable record, if available, 1s mamfamed m the
A RE. and provided that such exports shall be repatriated to ARE.
promptly following such processing or analysis on the understanding
that they belong to EGPC.
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(e} During the period CONTRACTOR 1s conducting the Exploration
operations, EGPC’s duly authorized representatives or employees shall
have the right to full and complete access to the Area at all reasonable
fimes with the right to observe the operations being conducted and to
inspect all assets, records and data kept by CONTRACTOR. EGPC’s
representative, m exercising its rights under the preceding sentence
of this paragraph (e), shall not interfere with CONTRACTOR's
operations. CONTRACTOR shall provide EGPC with copies of any
and all data{(including,but notlimited to, geological and geophysical
reports, logs and well surveys) information and interpratation of such
data, and other information m CONTRACTOR s possession.

For the purpose of obtaining new offers or carrying out ragional
studies, the GOVERNMENT and/or EGPC shall after the end of
the first Exploration period, show any other party non-interpreted
basic geophvsical and geological data with respect to the original Area
unless CONTRACTOR agrees to a shorter period.
ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR’s Exploration
operations and shall indemnify the GOVERNMENT and/or EGPC agamst
all damages for which they may be heid liable on account of any such
operations.
However, any damage resulting from issuing any order, regulation or
direction of the GOVERNMENT of the Arab Republic of Egypt whether
ii: the form of a law or otherwise, EGPC and/or CONTRACTOR shall
be exempted from the responsibility of non-performance or delay of any
obligation hereunder, in consequence of 1ssumg these orders, regulations
or directions in the limitation of imposing these orders, regulations or
directions. CONTRACTOR shall be granted the necessary pertod to restore
the damage done of the non-performance or delay by adding a period to
the period of the Agreement, with respect to the Block or Blocks affected
by these orders , regulations or directions.



S R-CIR 03 1V N S O S R SNV ()-SR | SV N B |

il ot 3 ! B2l
dgiall pliow ot jlui!
LU s g oo 3l 1 Il 3 1 LS50 Ly O il e ST el
il e s Sl amend St N3 s W o T S ldaadl e I
D | P S| JESIW OV SN JE FORNIPIPE S PRSI IS [P V[ Y T P RSP0
...:l_j.lj... i_,)........,bﬂ..g .a.a;‘_,o.oJli.«.,Jj Al sde A o a0 ol

REEIY 1..'&;,.91..:..;\537..‘; -#l@awbwdgdﬂlji Jsal
e LW aagd W c‘ﬁ ,quM uﬁjgﬁa&1Sﬂu,& il 3o foy

N3¢ ol § Bt s oLty RSS20 T UL b gy e e
ey ol 5 LS }1 e T ﬁ J‘.ﬁ; -'.‘35 o ks i -"-.*.‘ S Y g il
DURT R [ WS | P W P BT CN Y IS JRCH S NN O L gt | I I TIY
55 Sy oz L8 3 Ll UASCa Blono ) by o) 3 Al 4
s taj.;;ulmy syl GAZ e o Ji] S skl < T BY IS
il ghas & «Eﬁﬁr&;awﬁm‘uux () 58 e awlJE 53U DB

C it sl 33U 508 gt i i S Lele Jrat Dbl b Sl
it dzuluall Sald!
31 2 iy (G g
S pill it Gy
et i oy ASUBYT 20 ¢ e Sldandl o F G 1 e B gl 22 (1)
t 3 ASIL i
e\ 3200 51 oWl g e ey gl Gt YT o S -

WY sl et Sl dnkid Dsstbiadl e Sl B s ol
SAL Sl VAN T AS L, S e el GYT 3o
b ke U 35 oo oo ke Ty Ly VAR AVAL 13, 003
il sty s ! bl Sl Bsld g ) B Gk

Pl P Orber TSN LU ki g e




VOV Y i T A () S Y el = i M 4!

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES
Duly authorized representatives of the GOVERNMENT shall have access
to the Area covered by this Agreement and to the Operations conducted
thereon. Such representatives may examine the books, registers and
records of EGPC, CONTRACTOR and Operating Company and make
a reasonable number of surveys, drawings and tests for the purpose of
enforcing this Agreement. They shall, for this purpose, be entitled to make
reasonable use of the machinery and mstruments of CONTRACTOR or
Operating Company on the condition that no danger or impediument to the
operations hereunder shall arise directly or indirectly from such use. Such
representatives shall be given reasonable assistance by the agents and
employees of CONTRACTOR or Operating Company so that none of the
activities shall endanger or hinder the safety or efficiency of the operations.
CONTRACTOR or Operating Company shall offer such represenfatives
all privileges and facilities accorded to its own employees in the field
and shall provide them, frze of charge, the use of reasonable office space
and of adequately furnished housing while they are in the field for the
purpose of facilitating the objectives of this Article. Without prejudice to
Article X1V (e} any and all information obtamned by the GOVERNMENT
or its represantatives under this Article XVI shali be kept confidential with
respect to the Area.
ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL
(a) Itisthe desire of EGPC and CONTRACTOR that operations hereunder
be conduceted in a business-like and efficient manner:

{1) Theexpatriate administrative, professional and technical personnel
employed by CONTRACTOR or Operating Company and the
personnel of its contractors for the conduct of the operations
hereunder, shall be granted a residence as provided for in Law No.
89 of 1960 as amended and Mmisterial Order No. 8180 of 1996
as amended, and CONTRACTOR agrees that all immazgration,
passport, visa and employment regulations of the A R.E., shall be
applicable to all alien employees of CONTRACTOR working in
the ARE..
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(

2)  Ammimum of twenty-five percent (25%) of the combined salartes
and wages of each of the expatriate administrative, professional
and technical personnel employed by CONTRACTOR or
Operating Company shall be paid monthlv in Egvptian Currency.

(by CONTRACTOR and Operating Company shall each select 1ts

employees and deternune the number thereof, to be used for operations
hereunder.

(¢) CONTRACTOR, shall after consultation with EGPC, prepare and

(d)

carry out specialized tramning programs for all its AR E. emplovees
engaged in operations hereunder with respect to  applicable and
financial aspects of the Petroleum industry. CONTRACTOR and
Operating Company shall give preference to the employment of
qualified Egyptian nationals.

Durmng Exploration and Development phases, CONTRACTOR shall
give mutually agreed numbers of EGPC enmployees an opportunity
to attend and participate m CONTRACTOR s and CONTRACTOR s
Affiliated Compantes training programs relating to Exploration and
Development operations, with annual total cost one hundred thousand
.S, Dollars ( $100,000) In the event that the total cost of such
programs is ess than one hundred thousand U.S. DoHars ( $ 100,000 )
I any Financial Year during such period, CONTRACTOR shall pay
EGPC the amount of the shortfall within thirty (30} days following the
end of such Financial Year. However, EGPC shall have the right that
said amount one hundrad thousand ¥].S. Dollars { $100 ,000) allocated
for traimning, be paid directly to EGPC for such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law No.

66 of 1953 for Mines and Quarries (excluding Article 37 thereof) and
1fs amendments and the regulations issued for the implementation
thereof, including the reguiations 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 ARE. provided
that no regulations, or modification or mterpretation thereof, shall
be confrary to or inconsistent with the provisions of this Agreement.
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(by CONTRACTOR and Operating Company shall be subject to the

provisions of the Law No. 4 of 1994 concerning the environment
and its execufive regulation as may be amended, as well as any
laws or regulations may be issued. concerning the protection of the
environment.

Except as provided in Article III (g for Income Taxes, EGPC,
CONTRACTOR and Operating Company shall be exempted from
all taxes and duties, whether imposed by the GOVERNMENT or
municipalifies including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporfing or transporting of Petrolenm and LPG as well as any and
all withholding taxes that might otherwise be rmposed on dividends,
inferest, technical service fees, patent and trademark royalties, and
similar items. CONTRACTOR shall also be exempted from any tax
on the liquidation of CONTRACTOR, or distributions of any mcome
to the shareholders of CONTRACTOR, and from any tax on capital.

(d) The rights and obligations of EGPC and CONTRACTOR hereunder,

(&)

and for the effective term of this Agreement shall be governed by
and in accordance with the provisions of this Agreement and can
only be altered or amended by the written mutual agreement of the
said contracting parties in the same procedures by which the original
Agreement has been issued.

The contractors and sub-contractors of CONTRACTOR and Operating
Company shall be subject to the provisions of this Agreement which
affect them. Insofar as all regulations which are duly issued by the
GOVERNMENT apply from time to time and are not in accord with
the provisions of this Agreement, such regulations shall not apply to
CONTRACTOR, Operating Company and their respective contractors
and sub-contractors, as the case may be.

(fy EGPC, CONTRACTOR, Operating Company and their respective

contractors and sub-contractors shall for the purposes of this
Agreement be exempted from all professional stamp dufies, imposts
and levies imposed by syndical laws with respect to their documents
and actrvities hereunder.
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(g) Alltheexemptionsfromthe applicationofthe A R E.lawsorregulations
granted to EGPC, CONTRACTOR, the Operating Company, their
contractors and sub-contractors under this Agreement shall mclude
such laws and regulations as presently in effect or hereafter amended
or substifuted.

ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of Exploration, Development and production of Petroleum, which
take place after the Effective Date, and which significantly affect the
economic inferest of this Agreement to the detriment of CONTRACTOR
or which imposes on CONTRACTOR an obligation to remit to the AR E.
the proceeds from sales of CONTRACTORs Petroleum, CONTRACTOR
shall notify EGPC of the subject legislative or regulatory measure and also
the consequent effects upon issuing legislation or regulation which 1mpact
on the stabilization. In such case, the Parties shall negotiate possible
modifications fo this Agreement designed o restore the economic balance
thereof which existed on the Effective Date.

The Parties shall use their best efforts to agree on amendments o this

Agreement within ninety {90) days from aforesaid notice.

These amendments to this Agreement shall not m any event dimunish

or increase the rights and obligations of CONTRACTOR as these were

agreed on the Effective Date.

In case of the parties’ failure to solve the disputes, Article XXIV of this

Agreement shall be applied.

ARTICLE XX
RIGHT OF REQUISITION

(a}y Incase of national emergency due to war or imminent expectation of
war or mternal causes, the GOVERNMENT may requisition all or
part of the production from the Area obtained hereunder and require
Operating Company to mnerease such production to the utmost
possible maximum. The GOVERNMENT may also requisition the
Ozl and/or Gas field itself and, if necessary, related facilities.
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(a)

In any such case, such requisition shall not be effected except after
mvifing EGPC and CONTRACTOR or their representative by
registered letter, with acknowladgement of raceipt, to express their
views with respect to such requisition.
The requisition of production shall be effected by Ministerial Order.,
Any requisition of an Oil and/or Gas field, or any related facilities
shall be effected by a Presidential Decree duly nofified to EGPC and
CONTRACTOR.
Inthe eventof any requisition as provided above, the GOVERNMENT
shali indenunfy in full EGPC and CONTRACTOR for the period
during which the requisition 1s maintained, including:
(1} All damages which result from such requisition; and
(2)  Full repayment each month for all Petrolewn extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack 1s nof within the
meaning of this paragraph (d). Pavment hereunder shall be made
to CONTRACTOR iz U.S. Dollars remittable abroad. The price
paid to CONTRACTOR for Petroleum taken shall be calculated in
accordance with Arficle VI (¢}.

ARTICLE XXI

ASSIGNMENT
Neither EGPC nor CONTRACTOR may assign to a person, firm or
corporation, 1 whole or m part, any of its rights, privileges, duties or
obligations under this Agreement either diectly or mdirectly (indirect
assignment shall mean, for example but not limited to , any sale, purchase,
transfer of stocks, capital or assets or any other action that would change
the control of CONTRACTOR/CONTRACTOR MEMBER on its
share in the company’s capital) without the wriften consent of the
GOVERNMENT, and in all cases priority shall be given to EGPC, if
it so desires, to obtain such 1nterest intended to be assigned (except
assignment to an Affiliated Company of the same CONTRACTOR
Member).
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)

(c)

Without prejudice to Article XXI (a) , CONTRACTOR may assign
all or any of its rights, privileges, duties and obligations under this
Agreement to an Afhliated 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 assignment.

In the case of an assignment either in a whoele or in a pait fo an
Affiliated Company, the assignor together with the assignee shall
remain jointly and severally liable for all duties and obligations of
CONTRACTOR under this Agreement provided such Affiliated
Company remains 1i the same capacity as an Affiliated Company.
To enable consideration to be given to any raquest for such
GOVERNMENT s consent referred to i {a) or (b} above, the
following conditions must be fuifilled:

(1) The obligations of the assignor deriving from this Agreement must

have been duly fulfilied as of the date such request i1s made.

(2) The instrument of assignment must include provisions stating

precisely that the assignee is bound by all covenants confained i
this Agreement and any modifications or additions in wrifing that
up to such time may have been made. A draft of such instrument of
assignment shall be submitted to EGPC for review and approval
before being formally executed.

(3) The assignor(s) musf submit to EGPC reasonable documents that

(@

evidence the assignee’s financial and technical competence, and
the documents that confirm the affiliation of such company to the
CONTRACTOR/CONTRACTOR MEMBER.
Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXI shall be free of any
transfer, capital gains taxes or related faxes, charges or fees including
without limufation, all Income Tax, Sales Tax, Value Added Tax,

Stamp Duty, or other Taxes or similar payments.
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(a)

Once the assignor and a proposed third party assignee, other
than an Affiliated Company, have agreed the final conditions
of an assignment, the assignor shall disclose i details such final
conditions, including the value of each assignment deal valued in
U.S. Dollars, in a written notification to EGPC. EGPC shall have the
right to acquire the interest mtended to be assigned, if within ninety
(90) days from assignor’s written notification, EGPC delivers to the
assignor a written notification that it accepts the same conditions
agreed to with the proposed third party assignee. If EGPC does not
deliver such notification within such nmety (90) day period, the
assignor shall have the right to assign to the proposad third party
assignes, subject to the Government approval under paragraph (a) of
this Arficle.
In the event that EGPC exercises its opfion to acquire the mfterest
mtended to be assigned and if 3 joint operating agreement is not
already existing among the CONTRACTOR MEMBERS including
the assignor, EGPC and CONTRACTOR shall negotiate in good
faith to enter 1nto a joint operating agreement. according to the model
published by the Association for International Petroleum Negotiators
to finalize such agreement within one hundred and twenty (120) days
from EGPC’s notificatzon. If EGPC and CONTRACTOR cannot
agree on a jomnt operafing agreement within such one huadred and
twenty (120) day period, the assignor shall have the right to assign
to the proposed third party assignee, subject to the Government
approval under paragraph (a) of this Article.
As long as the assignor shall hold any interest under this Agreement,
the assignor together with the assignee shall be jomtly and severally
liable for all duties and obligations of CONTRACTOR under this
Agresment.

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL
The GOVERNMENT shall have the right fo cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR, in
the following instances:

(1) If 1t konowingly has submitted any false statements to the

GOVERNMENT which were of a material consideration for the
execution of this Agreement;
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(2) If it assigns any interest hereunder contrary to the provisions of
Article XXI;

(3) I it 15 adjudicated bankrupt by a court of competent yurisdiction;

(4) I it does not comply with any final decision reached as the result
of court proceedings conducted under Article XXIV (a);

(3) I it mtentionally extracts any mineral other than Petroleum not
authorized by this Agresment or without the authority of the
GOVERNMENT, except such extractions as may be unavoidable
as the result of the operations conducted hereunder i accordance
with accepted Petroleum industry practice and which shall be
notified to the GOVERNMENT or ifs representative as soon as
possible; and

(6) ¥ it commits any material breach of this Agreement or of the

provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
Agresment.
Such canceiiation shall takes place without prejudice to any
rights which may have accrued to the GOVERNMENT
agamnst CONTRACTOR i accordance with the provisions
of this Agresment, and, in the event of such cancellation,
CONTRACTOR, shall have the right to remove from the Area
all its personal property.

{b) If the GOVERNMENT deems that one of the aforesaid causes
(other than a force majenre cause referred fo in Article XXIi)
exists fo cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) davs written notice personally served
on CONTRACTOR’s General Manager in the legally official
manner and receipt of which 1s acknowledged by him or by his legal
agents, to remedy and remove such cause; but if for anv reason
such service is mumpossible due to un-notified change of address,
publication in the Official Journal of the GOVERNMENT of such
notice shall be considered as valid service upon CONTRACTOR . If
at the end of the said ninety (90) day nofice period such cause has
nof been remedied and removed, this Agreement may be canceled
forthwith by Order or Presidential Decree as aforesaid; provided
however, that if such cause, or the failure to remedy or remove such
cause, results from any act or omission of one party, cancellation of
this Agreement shall be effective only against that party and not as
against any other party hereto.
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(a)

(b)

(c)

(d)

ARTICLE XXIII

FORCE MAJEURE
The non-performance or delay i performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and to the extent that, such non-
performance or delay 1s caused by force majeure. The period of
any such non-performance or delay, together with such period ag
may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agresment for
the performance of such obligation and for the performance of any
obiigation dependent therson and consequently, to the term of this
Agreement, but only with respect to the block or blocks affected.
"Force Majeure" within the meaning of this Article XXII, shall be any
act of God, insurrection, riot, war, strike, and other labor disturbance,
fires, floods or any cause not due to the faulf or negligence of EGPC
and CONTRACTOR or either of them, whether or not similar to the
foregoing, provided that any such cause is beyond the reasonable
control of EGPC and CONTRACTOR, or either of them.
Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall mewr no responsibility
whatsoever to EGPC and CONTRACTOR, or etther of them for any
damages, resfrictions or loss arising in consequence of such case of
force majeurs heremafter referred to in this Article.
I the force majenre event occurs during the inifial Exploration
period or any extension thereof and continues m effect for a period
of six (6) months CONTRACTOR shall have the option upon ninety
(90) days prior written notice to EGPC to terminate its obligations

hereunder without further liability of any kind.



VoA R el A 3 (3}, S TN suadl - G Maa A1 VO

Jopialty el yf al
Saly il

b 1 25! ;.z.b_-,;.;;p‘m,;.a;mw i el 51 M T 5 ST
ool o el Sl My Wil S Wil 1\)@'5@52@;,3,.;
FRE{ Ry ) ST YCHIPTS el ik Sl e Ij.'rL......aJ.sng 4 Jemtl]

}1‘ BT sda e Eegdls Sl G L Rt S Y ] o153 gl gy ()
a2 b oSl G do WM ST lel 1 L PBYL ST g Sl L

sds 7o U A d LU S AN sl Sl Sl Y15 A S WSS

c Sl Il gl 8 1l Syl g e bt ALY
S L, Ll oSl S

) W oS s 550 ol e ()

L,mbwgﬁ,;.cb,;m,;wub.";J,s}m%bib;,_byg;;pa (2}
Al U Ml o Lo (7 ) OO ok g s )] oSl s S
A Sl s S oo by ol dl (S Oy

St Sl Sl Gl o el s e L.;_,.,.»w Sl e nam ()
JEOVCH [N TRNUES D PN IO L TS [ H JON-IR L BV | L L K
oI a N e 86 S Sodl ot o b (P 8N D
S5 i v ol S mSonl) B Send) S S e by
el WS s Ty & BT iy e I Sl S g o D]
05 Sl T oy B Sl ae e (V) ST e S A0
b o i )] oSl i 0,50 o iy (i) 15
UM L s o 05 0 o Jo Uil i sl Bl s By e B
935 YT b e WS L W i 5 S o)l s e e S pon Bl o
RN e e ied L STBYT 2 el sl 4 dslass] s o]



VOO0 YN i Gl T A S () S WY sl = S A

ARTICLE XX1V
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this

(b)

(c)
(d)

(e

Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referred to the jurisdiction
of the appropriate courts of A R.E. to settle any dispute arising on the
interpretation or the execution of any term of this Agreement.

Any dispute, controversy or claim arising ouf of or relating to this
Agreement, or breacl, termmation or invalidity thereof between EGPC
and CONTRACTOR shall be settled by arbifration in accordance
with the Arsbimration Rules of the Cairo Regional Center for
International Commercial Arbitration {the Center) iz effect on the
date of this Agreement, the approval of the Mmister of Petroleum
is provided 1n case EGPC only tumn to arbitration. The award of the
arbitrators shall be final and binding on the parties.

The number of arbitrators shall be three (3).

Each party shall appoint one arbitrator. If, within thoty (30) days
after receipt of the claimant's notification of the appointment of an
arbifrator the respoadent has not notified the claimant in writing of
the name of the arbifrator he appoints, the claimant may request the
Center to appoint the second arbitrator.

The two arbifrators thus appointed shall choose the third arbifrator who
will act as the presiding arbitrator of the tribunal. If within thuty (30)
days after the appointment of the second arbitrator, the fwo arbitrators
have not agreed upon the choice of the presiding arbitrator, then either
party may request the Secretary General of the Permanent Court of
Asbitration at the Hague to designate the appointing authority. Such
appornting authority shall appoint the presiding arbitrator in the same
way as a sole arbitrator would be appointed under Article 6.3 of the
UNCITRAL Arbitration Rules. Such presiding arbitrator shall be
a person of a nationality other than A R.E. or the nationality of the
CONTRACTOR and of a country which has diplomatic relations
with both ARE. and the nationality of the CONTRACTOR and
who shall have no economic inferest in the Pefroleum business of the
signatories hereto.
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(f) Unless otherwise agreed by the parties to the arbifration, the arbitration,

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

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

Parties, including the arbitration fees and all the related issues and the

execution of the arbitrators decision shall be referred to the appropriate

courts according to the Egyptian laws.

(h) Egyptian Law shall apply to the dispute except that in the event of any

conflict between Egyptian Laws and this Agreement, the provisions of
this Agreement (including the arbifration provision) shall prevail. The

arbitration shaii be conducted in both Arabic and English languages.

(1) EGPC and CONTRACTOR shall agree that if, for whatever reason,

(a)

(b)

arbifration 1 accordance with the above procedure cannoft take place,
all disputes, controversies or claims arising out of or relating to this
Agreement or the breach, termuation or mvahidity thereof shall be
settied by ad hoc arbitration i accordance with the UNCITRAIL Rules
i effect on the Effective Date.
ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities 1a respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or collective,
it being understood that this Agreement shall not be construed as
constituting an associafion or corporation or partnership.
CONTRACTOR shall be subject to the laws of the place where it
15 incorporated regarding its legal status or creation, organization,

charter and by-laws, shareholding, and ownership.
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{c)

CONTRACTOR s shares of capital which are entirely held abroad
shall not be negotiable in the AR.E. and shall not be offered
for public subscription nor shall be subject to the stamp tax on
capital shares nor any tax or duty in the AR E.. Any procedure
carried out by CONTRACTOR/CONTRACTOR MEMBER
in AR.E. or outside ARE. that leads fo change of control of
the CONTRACTOR/ACONTRACTOR MEMBER on its share
in the company's capital, shall be subject to the procedures and
provisions of Article IX "Bonuses" and Article XXI "Assignment”.
CONTRACTOR shall be exempted from the application of Law Na.
159 of 1981 as amended.

In case CONTRACTOR consists of more than one member, all
CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and then
contractors shail:

(a)

(b)

Give priority to local contractors and sub-contractors, including
EGPC’s Affiliated Companies as long as thewr performance is
comparable with international performance aad the prices of their
services are not higher than the prices of other contractors and sub-
contractors by more than ten percent (10%;).

Give preference to locally manufactured material, equipment,
machinery and consumables so long as their quality and tiume
of delivery are comparable to iternationally available material,
equipment, machmery and consumables. However, such material,
equipment, machinery and consumables may be imported for
operations conducted hereunder 1if the local price of such items
at CONTRACTOR s or Operating Company’s operating base in
A RE. 1s more than ten percent (10%) higher than the price of such
imported items before customs dufties, but after transportation and
insurance costs have been added.
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ARTICLE XXVII

ARABIC TEXT
The Arabic version of this Agreement shall, before the appropriate courts
of ARE., be referred to 1n construing or interprating this Agreement;
provided however , that in any arbitration pursuanf to Article XXIV herein
above between EGPC and CONTRACTOR the English and Arabic
versions shall both be referred to as having equal force in construing or
interpreting this Agreement.

ARTICLE XXVIH
GENERAL

The headings or fitles to each of the Asticles to this Agreement are solely
for the convenience of the parties hereto and shall not be used with respect
to the interpretation of said Artieles.

ARTICLE XXIX

COPIES OF THE AGREEMENT

This Agreement is issued of four {4) identical originals, the Government and
EGPC retain three (3} originais, CONTRACTOR retains one (1) original
of this Agreement to act in accordance to s provisions if necessary.

ARTICLE XXX

LEGAL HEADQUARTERES

The parties approved that the address supplemented to their enfitv in
the preface is their chosen address for notification, all notices sent and
correspondences received m such address are considered valid with
the ouicome of all its legitimate effects. In the event any of the parties
changes the aforesaid address, such Party shall notify the other Party by a
registered letter upon receipt otherwise, the correspondence only sent to
the aforementioned address 15 to be considered valid with the outcome of

all 1ts legitimate effects.
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ARTICLE XXXI

APPROVAL OF THE GOVERNMENT
This Agreement shall not be binding upon anv of the parties hereto unless
and until a law is issued by the competent authorities of the ARE.
authorizing the Minister of Petroleum to sign this Agreement and
giving this Agreement full force and effect of law notwithstanding any
countervailing Governmental enactment |, and the Agreement is signed by
the GOVERNMENT, EGPC, and CONTRACTOR.
APACHE KHALDA CORPORATION LDC
In his capacity
NAME! -
By,

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

Name: ——————— e

ARAB REPUBLIC OF EGYPT
In his capacity

NAME! oo
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ANNEX "A™
CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND EXPLOITAION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APACHE KHALDA CORPORATION LDC
IN
SOUTH ALAM EL SHAWISH AREA
WESTERN DESERT
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA
Amex "B" 1s a provisional illustrative map at an approximate scale of 1: 600,600
showing the Area covered and affected by this Agreeinent.
- The Area measures approximately one thousand five hundred nmety
one square kilometers and five hundred thousand meters (1591. 5%
of surface Area. It is composed of all or part of Exploration Blocks,
the whole Blocks are defined on three (3) minutes latitude by three
{3) minutes longitude grid.
- It 15 to be noted that the delineation lines of the Area in Annex "B"
are tended fo be only illustrative and provisional and may not show
accurately their true position in relation fo existing monuments and

geographical features.
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Coordinates of the corner pomts of the Arsa are given m the following

table which forms an integral part of Annex "A" -
BOUNDARY COORDINATES

OF
SOUTH ALAM EL SHAWISH AREA
WESTERN DESERT
POINT NO. LATITUDE LONGITUDE
1 29° 48 ' 00.00 ' 28° 24 ' G0.00
2 29° 43 ' 00.00 " 28° 24 ' 00.00 "
3 29° 43 ' 00.00 " 28° 21 ' 00.00 "
4 29° 42 ' 00.00 ' 28° 21 ' 00.00
5 29° 42 ' 00.00 28° 22 ' 00.00
6 29° 41 ' 00.00 ' 28° 22 ' 00.00
7 29° 41 ' 00.00 28° 20 ' 00.00 "
8 29° 40 ' 00.00 ' 238° 20 ' 00.00 "
9 29° 40 ' 00.00 28° 18 ' 60.00 °
10 29° 37 ' 00.00 28° 18 ' 60.00 °
11 29° 37 ' 06.00 28° 20 ' 00.00
12 29° 38 ' 00.00 ' 28° 20 ' 00.00
13 29° 38 ' 00.00 28° 24 ' 00.00 "
14 29° 36 ' 00.00 ' 28° 24 ' 00.00
15 29° 36 ' 00.00 ' 28° 28 ' 30.00
16 29° 34 ' 00.00 28° 28 ' 30.00
17 29° 34 ' 00.00 28° 27 ' 00.00 "
18 29° 33 ' 00.00 28° 27 ' 00.00 "
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POINT NO. LATITUDE LONGITUDE
19 297 33 60.00 ° 28° 26 00007
20 267 32 06.00 ° 28° 26 ° 00.00 7
21 297 32 06.00 28° 25 G0.00 °
22 297 31 46.00 28° 25 60.00 °
23 287 31 G6.00 ° 28° 26 ' G000 °
24 29° 28 ' 00.00 ' 28° 26 006.00
28 267 28 66.00 ° 28° 28 ° 30.00 7
26 297 31 G0.00 287 28 30.00
27 26° 31 G6.00 ° 28° 30 60007
28 267 24 7 006.00 ° 28° 30 60.00°
29 26° 24 ' 006.00 ° 28° 90 00.00 7
30 297 46 009907 28° 900 ° 00007
31 29 46 00007 287 03 00.060 "
32 26° 38 G6.00 ° 28° 03 66.00 °
33 29° 38 ° 060.00 ° 28° 04 0000 7
34 267 37 ' 00.00 ° 28° 04 00.00°
35 29° 37 060.00 7 28 08 ° 00.00 7
36 287 40 G6.00 ° 28° 08 ° 0G0.00 7
37 297 40 66.00 ° 28° 05 66.00 °
38 297 41 G0.00 28° 05 ¢60.00
39 267 41 60.00 ° 28° 902 06.00 °
40 297 42 00.00 ° 28° 92 00.00 °
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POINT NO. LATITUDE LONGITUDE
41 297 42 66.00 ° 28° 00 0000 7
42 267 43 00.00 7 28° 00 ° 00.00 7
43 267 43 0000 7 28° 902 06000 7
4 297 45 7 006.00 ° 28° 02 00.00 7
45 287 45 7 006.00 ° 28° 91 66.00 -
46 29° 46 ' 00.00 ° 28° 01 (G0.00
47 267 46 006.00 7 28° 00 ° G000 7
48 267 48 ° 0000 7 28° 00 060007
49 297 48 ' G0.00 28° 01 ¢0.00
50 267 47 ' 00.00 7 28° 01 06.00 °
3 | 26° 47 060.00 7 287 02 60.00 °
52 28° 46 00.00 7 280 02 60.00 °
33 267 46 ' 006.00 ° 28° 03 60.00 °
54 267 45 60.00 7 28° 03 66.00
S5 28° 45 00.00 ° 28° 04 00.00 7
56 267 42 00.00 ° 28° 04 00.00
87 26° 42 6000 7 28 06 0G0.00 7
S8 297 47 060.00 7 28° 06 60.00 °
59 267 47 0000 7 28° 05 06.00 °
60 267 48 ' 00.00 7 28° 905 06.00 °
61 267 48 ' 60.00 ° 28° 907 00.00 °
62 287 46 0000 7 28° 07 46.00 °
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POINT NO. LATITUDE LONGITUDE
63 29° 46 0G6.00 ° 28° 08 00.00 7
64 267 45 00.00 28° 08 ° 00.00 °
65 26° 48 00.00 ° 28° 09 6000 7
66 287 44 0000 7 28° 99 00.00 7
67 28° 44 0000 7 28° 14 06000 °
68 29° 47 060.00 7 28° 14 00.00
69 267 47 ° 606.00 7 28° 12 Go.00 7
70 28° 48 G000 7 287 12 G000 7

Excluded Area

POINT NO. LATITUDE LONGITUDE
A 29° 37 ° 00,007 28° 11 ° 00.08 7
B 29° 35 0060 28° 11 00.00 7
C 29° 35 ° 00,00 7 28° 09 ° 6000
D 29° 36 00.00 ° 28 09 00.00 7
E 29° 36 0080 7 28° 10 00.00 7
¥ 29° 37 00.00 7 28° 10 00.00 °




S R-CI 03V N Y ON S O ARV ()-SR | SV X I | 4
0\!*
o?i
e
% g1 —amall
.’{:’ J-WM L'H = :%
ANNEX (B } () gk
CONCESSION AGREEMENT FOR AN o Jg Al el af S AR
PETROLEUM s da 0P il pl ) A
EXPLORATION AND EXPLOITATION ) o
BETWEEN by ) i 4 ) 900
THE ARAB REPUBLIC OF EGYPT 3
AND Jmall Aalatt & jaalt digh
!’ * o o
THE EGYPTIAN GENERAL PETROLEUM o
CORPORATION R
AND L:"“LS"‘J, Mw:;,s Balld, | ety
APACHE KHALDA CORPORATION LDC A
IN Gagbil alo o gin ARkaia
SOUTH ALAM EL-SHAWISH AREA i il ot el
WESTERN DESERT el '
ARE. L8 '
SCALE 1 : 600 000 LU PR g




\RA

SR L-ER S 1 I SR O B R SRNIVG [ S

FSTREY.

ANNEX "B”

IRETS 2871 05° 28"‘3 ¥ PIRETE v
23°
T
‘.“ : 1
= 52
1% ‘.“; 3
/n‘} R 15
16
13
a0 23 —¢7
€4
2 £
o et WESTERN DESERT
563 "“ 0 20 Km.
ANNEX { B) (o) b
CONCESSION AGREEMENT FOR NSl ¢ o adh e aall al talh Al
PETROLEUM s s “P o 2l ) et
EXPLORATION ANB EXPLOITATION i W
BETWEEN Al pas 4y ;54
THE ARAB REPUBLIC OF EGYPT 3
AND il Aeladt &y seanll Aigli
THE EGYPTIAN GENERAL PETROLEUM
CORPORATION L
AND PORTLNS) MJJ@S palld ety
APACHE KHALDA CORPORATION LDC o
IN g el Al g gl Alkals
SOUTH ALAM EL-SHAWISH AREA i gl o) el
WESTERN DESERT e ’
ARE. S kd
SCALE 1 : 600 000 LRI QP VWS | W o1 9,




S RO-CI 03 1 N S O S R SRV ()-SR | ST X R A

J sl Gt ! o et
i g Gl dud

FPRRE N [P S|[OS FURSRE- PLVS PEYON | JEVS ) BRI TP P 4 ETH | INVRPE I
s b id Sl cigadl e b Y Sl chses Ly oS3 AR GLaAY
et Jlaas) domdd eladt i palb ) o e ey Loalis adss (5 1
s e SN UYL s e s ke (T e L
L] i) o 53 31 o ionS 30 25l o o 250 Y] Samalf LY 1
Her SEL Sl Sldas it A gLl dd 07 oW o b e
et o e L AN Y5 e N0 (Y ) O e o JY
ST ST e gl 13l asie S df 3 e IS il () U s
O P P N | R bt w35 o5 Bl ot 5 palad]
() 5 (1) pdiddl 5 33y i i e Ll gLl e o e iilaie i 2
b el Jlies ) At e e Ow e W s B RSN R e
e A LB EPL (e b

ps IS i O B i st el ) iy laiall sda BT L gl o
S @ e N (V) OnMe B e L 5 DU
I sds St Dldes o UL Lo 1 LT lads 5,53 PO E T
wole e it Gl 3! il o wlia il sda e i ISy L b o, JS
- S5l i)



WYY Y e Gt A S () S PN sl = S A

ANNEX "C-1"
Letter of Guaranty

etter of Guaranty No. --- (Cairo -----—-----—- 200--)

EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gentlemen,

The undersigned, National Bank of Egvpt ( or any bank operating in
ARE. under the supervision of the Central Bank of Egvpt and that has
credit rating not less than that of A R.E. ) as Guarantor, hereby guarantees
to the EGYPTIAN GENERAIL PETROLUEM CORPORATION
( heremafter referred to as "EGPCY) to the Limit of seven nullion
U.S. Daoliars (5 7,000,000 ), the performance by "APACHE KHALDA
CORPORATION LDC " (hereinafter referred to as "CONTRACTOR") of
its obligations required for Exploration operations to spend a minimum of
seven million U.S. Dollars ($7,000,000) during the initial three (3) vear
of the Exploration period under Article IV of the Concession Agreement
issued by Law No. - {hereinafter referred to as the
"Agreement”) covering SOUTH ALAM EI SHAWISH Area WESTERN
DESERT described 1 Annexes "A" and "B" of said Agreement, by and
between the Arab Republic of Egvpt (hereinafter referred to as "AR.E"),
EGPC and CONTRACTOR, dated ------- :

It 1s understood that this Guaranty and the Lability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
said seven million U.S. Dollars ($ 7,000,000} by the amount of money
expended by CONTRACTOR for such Exploration operations during each
such quarter. Each such reduction shall be established by the joint written
statement of CONTRACTOR and EGPC.
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In the event of a claim by EGPC of non-performance or surrender of the

Agreement on the part of CONTRACTOR prior to fulfillment of said

minimum expenditure obligations under Article IV of the Agreement, there

shall be no liability on the undersigned Guarantor for pavment to EGPC
unless and until such liability has been established by written sfatement of

EGPC setting forth the amount due under the Agreement.

It is a further condition of this Letter of Guaranty that:

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

(2) This Letter of Guaranty shail in any event automatically expire:

{a) Three (3) vears and six (6) months after the date it becomes
effective, or

(b} At such time as the total of the amounts shown on quarterly joint
statements of EGPC and CONTRACTOR equals or exceeds the
amount of sard munimum expenditure obligation, whichever 1s
sarhier.

(33 Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied by EGPC’s written statement, setting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

(ay CONTRACTOR has failed to perform 1ts expenditure obligations
referrad to m this Guaranty, and

(by CONTRACTOR has failed to pay the expenditure deficiency to
EGPC.

Please return to us this Letter of Guaranty in the event it does not

become effective, or upon the expuy date.

Yours Faithfully,
ACCOUNANT § —-mmmmmm

Manager | -
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Annex "C-2"

THE GUARANTY
EGYPTIAN GENERAL PETROLEUM CORPORATION
Gentlemen,
Reference i1s made to this Agreement issued by virtue of law No.--
- of 20.... by and between the Arab Republic of Egypt (ARE) , The
Egvptian General Petroleum Corporation (EGPC) , APACHE KHALDA
CORPORATION LDC {(APACHE KHALDA), ("APACHE KHALDA"
heremafter referred to as "CONTRACTOR") .
APACHE KHAI.DA CORPORATION LDC which s the partner with
EGPC in the Concession Agreement issued by virtue of law No-——-——-——-—--
--------- . as Guarantor and on belaif of CONTRACTOR hereby undertakes
that, if CONTRACTOR spends during the three (3) year initial Exploration
period less than the minimum amount specified for such period of seven
million U.S. Dollars (§7,000,000) (the difference being hereunder described
as "Shortfall"), EGPC shall notify APACHE KHALDA CORPORATION
EDC as CONTRACTOR and as Guarantor in writing of the amount of
the Shortfall. Within fifteen (15) days of receipt of said notice, APACHE
KHALDA CORPORATION LDC on behalf of CONTRACTOR shall pay
and / or transfer to EGPC a quantity of Petroleum sufficient in value to
cover the Shortfali.
In case said Pefroleum shall be transferred, it will be deducted from
APACHE KHALDA CORPORATION LDC share of Petroleum production
from all its Development Leases, pursuant to the terms of the Concession
Agreement for Petroleum Exploration and Exploitation issued by virtue
of the law No.-—-—--of-—----—--- and said Petroleum shall be valued at the
time of the transfer to EGPC 1 accordance with the provisions of the

Concession Agreement, from which such share has been transferred.
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CONTRACTOR may at any time batween the date hereof and the date on
which this guaranty shall expire submit a bank guaranty of seven million
U.S. Dollars (S 7.000 000) or of the value of the Shortfall in the form of
the bank letter of guaranty attached, in such event the provisions of this
guaranty shall automatically Iapse and be of no effect.

It 1s understood that this Guaranty and the responsibility of the Guarantor
under this Guaranty shall be reduced quarterly by the amounts speat by
CONTRACTOR through the Operating Company and approved by EGPC.
This guarantv shall expire and become null and void on the date six (6)
months after the end of the mitial three (3) vear Exploration period or
on the date EGPC confirms that CONTRACTOR fulfilled its obligations
hereuader.

Yours Faithfully,

APACHE KHALDA CORPORATION LDC
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ANNEX "D™
CHARTER OF OPERATING COMPANY
ARTICLE 1

A joint stock company having the nationality of the ARAB REPUBLIC OF
EGYPT shall be formed with the authorization of the GOVERNMENT in
accordance with the provisions of this Agresment referred to below and of
this Charter.
The Company shall be subject to all laws and regulations i force in the
A RE. to the extent that such laws and regulations are not inconsistent
with the provisions of this Charter and the Agreement referred to below.

ARTICLE H
The name of the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR before the date of the Minister’s of
Petroleum approval of the Development Lease and shall be subject to the
approval of the Minister of Petroleum.

ARTICLE I1II
The Head Office of Operating Company shall be 1n the A R.E. in Cairo.

ARTICLE IV
The object of Operating Company is to act as the agency through which
EGPC and CONTRACTOR, carry out and conduct the Development
operations required m accordance with the provisions of the Agreement
signed on the -—-—- day of ———omemv by and between the ARAB
REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL PETROLEUM
CORPORATION and CONTRACTOR covering Petroleum operations in
SOUTH ALAM EL SHAWISH Area , Western Desert described therein.
Operating Company shall be the agency to carry out and conduct
Exploration operations on the date it comes into existence pursuant to
Work Programs and Budgets approved in accordance with the Agreement.
Operating Company shall keep account of all costs, expenses and
expenditures for such operations under the ferms of the Agreement and
Annex “E" thereto.
Operating Company shall not engage in any business or undertake any

activity beyond the performance of said operations unless otherwise agreed
upon by EGPC and CONTRACTOR.
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ARTICLE V

The authorized capital of Operating Company is twenty thousand (20,000}
Egyptian Pounds divided mnto five thousand (5,000) shares of common
stock with a value of four Egyptian Pounds per share having equal voting
rights, fully paid and non-assessable.

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
Operating Company provided that only in the event that either party should
transfer or assign the whole or any percentage of its ownership interest in
the entirety of the Agreement, may such transferring or assigning party
transfer or assign any of the capital stock of Operating Company and,
in that event, such transferring or assigning party (aad its  successors
and assignees) must transfer and assign a stock inferest in Operating
Company equal to the fransferred or assigned whole or percentage of its
ownership interest in the entiretv of the said Agreement.

ARTICLE VI

Operating Company shall not own any right, title, mterest or estate in
or under the Agresment or any Development Lease created thereunder
or m any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, equipment or
other property obtained or used in connection therewith, and shall not
be obligated as a principal for the financing or performance of any of
the duties or obligations of either EGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any source

whatsoever,
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ARTICLE V11
Operating Company shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it 1s indicated herein that Operating Company
shall decide, take action or make a proposal and the like, it 1s understood
that such decision or judgment is the result of the decision or judgment
of EGPC/CONTRACTOR or EGPC  and CONTRACTOR, as may be
required by the Agreement.

ARTICLE VIII

Operating Company shall have a Board of Directors consisting of eight
(8) members, four (4) of whom shall be designated by EGPC and the other
four (4) by CONTRACTOR. The Chairman shall be designated by EGPC
and shall also be a Managing Director. CONTRACTOR shall designate
the General Manager who shall also be a Managing Director.

ARTICLE IX
Meetings of the Board of Directors shall be valid if a majorsty of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (5) or more of the Directors; provided, however,
that any Daector may be represented and vote by proxy held by another
Director.

ARTICLE X
General meetings of the Shareholders shall be vahd if a majority of the
capital stock of Operating Company is represented thereat. Any decision
taken at such meetings must have the affirmative vote of Shareholders
OWAInRg Or representing a majority of the capital stock.

ARTICLE XI
The Board of Directors shall approve the regulations covering the terms
and condifions of employment of the personnel of Operating Company
employed directly by Operating Company and not assigned thereto by
CONTRACTOR and EGPC.
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The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by
a General Meeting of the Shareholders, i accordance with the provisions
of Article X hereof.

ARTICLE XH
Operating Company shall come imto existence within thirty (30) days
after the date of the Minister’s of Petroleum approval of a Development
i ease, whether for Oil or Gas , as provided for in the Agreement (unless
otherwise agreed by EGPC and CONTRACTOR).
The duration of Operating Company shall be for a period egual to the
duration of the said Agreement, including any renewal thereof.
The Operating Company shall be wound up if the Agreement referred to

above 1s terminated for any reason as provided for therem.

APACHE KHALDA CORPORATION LDC
In his capacity

Name: ——————— e

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

NAME! oo
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS

{a} Definitions:
The definitions contained in Article I of the Agreement shall apply to
this Accounting Procedure and have the same meanings.

{h} Statements of activity:

(1)

(2)

CONTRACTOR shall, pursuant to Article [V of this Agreement,
and uatil the commg mto existence of the Operating Company
- m accordance with Article VI of the Agreement - render to
EGPC within thirty (30) days of the end of each calendar quarter
a Statement of Exploration Activity reflecting all charges and
credits related to the Exploration Operations for that quarter
sununarized by appropriate classifications imdicative of the nature
thereof.

Foliowing #ts coming info existence, Operating Company shall
render to EGPC and CONTRACTOR within fifteen (135) days
of the end of each calendar quarter a Statement of Development
and Exploration Activity reflecting all charges and credits related
to the Development and Exploration operations for that quarter
summarized by appropriate classifications indicative of the nature
thereof, except that items of controllable material and unusual
charges and credits shail be detailed.

Pursnaant to Article VII, EGPC shall audit and approve each
statement of Development and Exploration Activity submitted
by the CONTRACTOR or the Operating Company (as the case
may be). Any comments made by EGPC shail be reflected by the
CONTRACTOR or the Operating Company (as the case may be)
on the Statement produced for the next calendar quarter.

{c) Adjustments and Audits:
(1) Each quarterly Statement of Exploration Activity pursuant to

Article I (b) (1) of this Annex shall conclusively be presumed to
be frue and correct after three (3) months following the receipt of
each Statement by EGPC unless within the said three (3) months
EGPC takes written exception thereto pursuant to Article IV (f) of
the Agreement. During the said three (3) month pertod supporting
documents will be available for inspection by EGPC durmg all
working hours.



