V2NN B BV % JPR L S N PO IO LNV OO [} TR

Yoo dutsiad YOV iy 9l
andt 89,81y o i) o
Ja0 L) By ) st i 3,0 o Blachl B
3 3 Jl (g 65 AMg Coummll Dy 380
iy Jyd) o8 Eondd (g B0 Jysll 553 36 3
¢ o) o ondy A 0By o thedll 3

e L
e ) qutna gy
ol bl Wy ¢ ks N ) Ol s 3

( 98 Baldl) |
Ll ol Il gt 1S 8 pon w3 3 Lsiall 55,800 a2l 5 s
a3 S0 9 5 Ul ol T ot 9 AR Gl (s et 8 3 S nal) il
) o1l N (35 gl iy ol o ol (o)
A Lo iy 1, G814 LY Y G yiells

{ aadls Baldt)

g W eﬁglr&ﬂ oo # L2z Ji5
( G Bakt ) |
5 e el Nl el 0 4 i el N it A 3 ) Uin )
il o S iy (Al 03y 31 1
MNEEN L dod] 35,8 3 iy pad] sliy o
'. war T oy VY 351,40

s amlﬁgﬁ



Yo¥ B il TY () S0 YA sl - e SIS A

o el Gt
W] § J | e sietld
o
ol | it e ) et
3
J9 Pl Gl d puad [ Sa1 9 wmigidn 38y
b
S8 (sl JI Sl (5 (5d S P9 il g s 45
9
Pof o Qi J9 el B9 41 45yl
ol
V- glad dilase
pall paudl
sSop ‘e
o bod g Ao ¥ o —— R o sl B LU sda &,
(T sl ol "o o Cared Lok ) Rty s s =)~}
3 dhecay A.e.u.uu,.[w o il 5 ] Lkt s

gt il L5 50 deaindt by dy 2l B8 Ly puall (ol ) o im 35,2 -

o) Uiy ¥+ - ¥ G VY00 b5 3l Gl ey 598 Wl) o) 1,3

Vg’ e L Lok Gllns) 3l o acde Jool Lag VAN i Y- ¥ 3,
dncy 35 pldl pued s Aad| Lgia o



U YY B B YY 3 () 55 YA sl = T By 3

CONCESSION AGREEMENT
FOR
PETROLEUM EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
SOUTH VALLEY EGYPTIAN PETROLEUM HOLDING COMPANY
AND
CHEVRON EGYPT HOLDINGS D PTE. LTD.
AND
THARWA PETROLEUM COMPANY S.A.E
IN
BLOCK-1 AREA
AT
RED SEA
A.R.E.

This Agreement made and entered on this ----- day of —--, 20---, by and
between: - -

First: 1- The ARAB REPUBLIC OF EGYPT (heremaﬁel referred to
vartously as "ARE" or . as ‘the "GOVERNMENT"),
represented by the Mkmster of Petroleum and Mineral
Resources, in his capacity; and

2- SOUTH VALLEY. EGYPTIAN PETROLEUM HOLDING
COMPANY, a legal entity created by Prime Minister Decree
No. 1755 of 2002, and pursuant to Law No. 203 of 1991 and its
amendments (hereinéﬁer referred to as "GANOPE") represented
by the Chairman, in his capacity.
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Second: 1- "CHEVRON EGYPT HOLDINGS D PTE. LTD.", a private

company limtted by shares registered and existing under

Stngapore laws, Herernafter referred to as "CHEVRON", and
2- "THARWA PETROLEUM COMPANY S A E"an Egyptian

jomt stock company tssued pwrsuant to the laws of ARE.

and (heremafter refefred to as "THARWA™").

"CHEVRON" and "THARWA" shall be heremafter referred
to collectively as "CONTRACTOR" and individually as
"CONTRACTOR Member".

PREAMBLE

WHEREAS, all minerals inchuding Petroleum, existing in mines and .
quarries in A RE., including the territortal waters, and m the s.eab'ed‘ o
subject to its jurisdiction and extending beyond the territorial waters, are :

the property of the State; and | A
WHEREAS, GANOPE has applied for an exclusive c‘éﬁéegsich: for the
exploration and exploitation of petroleum 1in aﬁd Ehréugh’oﬁt the area
referred to i Article TI, and described in Annex A" “and shown
approxmnately on Annex "B", which are attached heleto and made part

hereof (hereinafter referred to as the ”Area") and

WHEREAS, CHEVRON" and "THARWA" agree to undertake thetr
obligations provided her elnafter-,,as'*' -"G(_)l\ TRACTOR" with respect to the
Exploration, Development-,,ml'&ﬁBr‘;j&uCtion of Petroleum m BLOCK-1Area,
at Red Sea ; and L

WHEREAS, the GOVERNMENT hereby desires to grant such Concession

under this Agreement; and
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Whereas the Minister of Petroleum and pursuant to the provisions of Law
No. 66 of 1933 and its amendments by Law No. 198 of 2014, may enter
into a concession agreement with GANOPE, and with "CHEVRON" and
"THARWA" as "CONTRACTOR" in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:

The previous preambles to this Agreement are hereby made part hereof,
complemented and integrated to tts provisions.

ARTICLE I

DEFINITIONS
(1) "Agreement" means this Concession Agreement and its Annexes.
(2) "A.R.E." means Arab Republic of Egypt.
(3) "The Government" means the government of the Arab Republic of
Egypt represented by the Minister of Petroleum in this Agreement. |
(4) "EGPC" means the Egyptian General Petroleum Corporation, a legal

entity created by Law No. 167 of 1958 as amended (helemaﬁ:esl o

referred to as "EGPC"). ..

(5) "EGAS" means the EGYPTIAN NATURAL GAS HOLDII\G
COMPANY, a legal entity created by the Prime Minister‘Decree 1\@ |
1609 of 2001 as amended and according to law No.- ’?{b of 1991 as
amended. . ~

(6) "CONTRACTOR" could be one company as mdtvzéually oI more
as collectively (each company dividually is called,ha "CONTRACTOR
MEMBER", CONTRACTOR under this A.g_z:éénient is "CHEVRON
EGYPT HOLDING D PTE. LTD." and"THARWA PETROLEUM
COMPANY" Unless modified by virtue of Article XXI herein.

(7} "Operator' means CONT’RACTOR {if it is one company) or one of
the CONTRACTOR Membem (xf they are more than one company),
as the case may be, appomted by them to be the entity to which, from
which and in whose name all notifications related to or in cormection
with this Concession Agfeement shall be made. CONTRACTOR
shall notify the name of the Operator to GANOPE, In this Agreement
“CHEVRON EGYPT HOLDING D PTE. LTD." is the "Operator"
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(8) "Affiliated Company" means a company:
Of which the share capital, conferring a majority of votes at
stockholders' meetings of such company, is owned directly or
mdirectly by a paity hereto; or
Which 1s the owner directly or indirectly of share capital conferring a
majortty of votes at stockholders' meetings of a party hereto; or
Of which the share 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 indirectly 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. -
(9) "JOINT VENTURE OPERATING COMPANY" 15 a company to? -
be formed in accordance with Article VI and Annex "D of- this "
Agreement. -
(10) "Effective Date" means the date on which the text of this Agleement
1s signed by the Govermment, GANOPE and CONTRACTOR after
the relevant Law is tssued L
(11) "year and calendar year": o
(a) "Year" means a period of twelve (1:2} mmonths according to the
Gregorian calendar. SR
(b) "Calendar Year" 111eans a penod of twelve (12) months according
to the Gregortan calendar begm from 1st January to 31% December.
(12) "Financial Year'; me.éi;'tSj\" the GOVERNMENT's financial year
according to the laws and regulations of the ARE.
(13) "Tax Year" means the périod of twelve (12) months according to the
taws and regulations of the ARE.
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(14) "Exploration" shall mclude such geologtcal, 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,
strattgraphic tests, holes for the discovery of Petroleum or the
appratsal of Petroleum discoveries and other related holes and
wells, and the purchase or acqusition of such supplies, materials,
services and equipment therefore, all as may be contamed in the
approved Work Programs and Budgets. The verb "explore” means
the act of conducting Exploration.

(15) "Expleration Block" means an area, the corner points of which
have to be comncident with three (3)minutes by three (3) minutes
latitude and longitude divisions, according to the International.

Coordinates Grid System where possible or with the existing |

boundaries of the Area covered by this Concession Agreement as -

set out in Annex "A". o
(16) "Development” includes, but not be limited to, all‘the ol.jAé'ra'.téonsﬁj

and activities pursuant to approved Work Programs and 'BiI(lge:ts

under this Agreement with respect to: | -

(a) drilling, plugging, deepening, side tracking, | re-drilling,
completing, equipping of development Weﬂs #nd the changing
of the status of a well, and | P

(b) designing, engineering, const[uctlon, installation, servicing and
maintenance of equipment, Imgs,. gsystems facilities, plants and
related operations fo mbdﬁce and operate said development
wells, taking, saving, ;tr'ea_:,tifﬁg, handling, storing, transporting
and delivering 'Petr'-éiiétm‘l, re-pressuring, recycling and other
secondary rec ovely'f‘projects,, and

(¢) Transportation, Stoi“age and any other work or activities

necessary or ancillary to the activities specified in (a) and (b).
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(17) "Development Block shall mean an area, the corner points of
whtch have to be cotnctdent with one (1) munute by one (1) minute
latttude and longttude divistons, according to the International
Coordinates Grid System where possible or with the existing
boundaries of the Area covered by this Concession Agreement as

set ouf 1th Annex "A".

(18) "Petroleum" means Liquid Crude Oil of vartous densities, asphalt,
Gas, casing head Gas and all othér hydrocarbon substances that
may be discovered and produced from the area, or otherwise
obtained and saved from the Area under this Agreement, and atlv.,:‘ 4

substances that may be extracted there from.

(19) "Liquid Crude Oil" or "Crude Oil" or "Oil" means ‘any. :
hydrocarbon produced from the Area which is in a Itqmd staie at-
the wellhead or lease separators or which is extracted from the Gas
or casing head Gas in a plant. Such liquid state shail exist at sixty
degrees Fahrenhett (60°F) and atmosphenc p1 essme fiom 14.65 to
14.696 PSIA. Such term includes d15’;_1i1~a.’ge.,a;;d condensate.

(20) "Barrel" shall consist of foﬁy-tWQ (42)Umted States gallons, hiquid
meastre, corrected to a i:emj-jératt:tre | of sixty degrees Fahrenheit
(60°F) at atmospheuc pressure from 14.65 to 14.696 PSIA.

(21) "Gas' means natmal Gas beth assoctated and non-associated, and all

of its constituent elements pr oduced from any well in the Area (other

than Liquud Crude O1l) and all non-hydrocarbon substances thereimn.
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(22) "LPG" means Liquefied Petroleum Gas, which means a nuxture
princtpally of butane and propane liquefied by pressure and

temperature.

(23) "LNG" means Liquefied Natural Gas which means Natural Gas that
has been liquefied by cooling it to approximately negative two
hundred and sixty degrees Fahrenheit (-260°F) at atmospheric
pressure.

(24) "Standard Cubic Feot" (SCF) is the amount of Gas necessary to
fill one (1) cubic foot of space at atmospheric pressure from 14.63
to 14.696 PSIA and at temperatiwe of sixty degrees Fahrenheit
(60°F).

(25) ""British Thermal Unit (BTU)" means the amount of energy required.

to raise the temperatuwe of one (1) pound of pure water by one*:._:('l.:_)' S

degree Fahrenheit from sixty degrees Fahrenheit (60°F) to sixty .ogé |
degrees Fahrenheit (61°F) at atmospheric pressure ﬁom 14.65 "
to 14.696 PSIA. R
(26) "Condensate’ means a mixture consisting p1'i1113‘ﬁ'f3!~.§f ‘vp:ent?anes
and heavier hydrocarbons which is recovered as:_:a;li.qqiii from crude
Oil or Natural Gas in processing and separa"ti‘oﬁ}'é@ili'tie,_s..
(27) Commercial Well: e
a) "Commercial Gas Well" 111&&1]3"@11‘3_:5.ﬁ'{st well on any geoltogical
feature which, after testing, for & per}od of not more than thity (30)
consecutive days, wliei'e' ?ré’(’:ticaf, but in any event m accordance
with sound and a_eceptétii ':-i‘ndush'y production practices and
verifted by GANOPE, is found to be capable of producing at
the economic 1'ate._'T}_1e date of discovery of a Commercial Gas
Well is the date on Wwhich such well is tested and completed

according to the above.
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b) "Cemmercial Oil Well" means the first well on any geological
feature which, after testing for a pertod of not more than thirty (30)
consecutive days, where practical, but m any event in accordance
with sound and accepted mdustry production practices and
verified by GANOPE, 1s found to be capable of producing at
the economic rate. The date of discovery of a Commercial Oil
Well 15 the date on which such well is tested and completed
according to the above.

(28) "Brent Price" means the simple arithmetic average of the monthly
average price of the Mid of Platt's Prices Dated Brent for six (6)
months (t-1, t-2, t-3, t-4, t-5, t-6) immediately preceding the month
of delivery of the sold Gas expressed in U.S. Dollars/Barrel. "Dated .

Brent" means the price assessment in US$/bbl. (calculated using the'

average of the mean of the daily highs and lows of B;'ent-. -
quotations) as published 1in Platt's Crude Otil Market Wire'rep{j‘l:f;;. "

(29) "Commercial Production' means producing for r,égufmi shtpment
of crude oil or regular delivery of Gas. | .' S

(30) "Commercial Production Commencement Da-:gf"ﬁ..'n1éa115 the date
on which the first regular shipment of Crude Qi’i or the first regular
deliveries of Gas are made. . .

(31) "Commercial Discovery" has thé'--meaniﬁg ascribed in Article III (¢).

(32) "Development Lease(s)" 111e§1115"‘t}1é'-_I:)eﬁ'elopment Block or Blocks
or part of Block, covéf"r;ing:' the, géonlogical structure capable of
production, the corner =p0ii'1‘t\$=' Qf’ ‘which have to be comcident with
one (1) minute by‘ 'one.(’.g;)jmiimte latitude and longitude divisions
according to the Inteﬁiatig}nal Coordinates Grid System where
possible or with the existing boundaries of the Area covered by this

Concession Agreement as set out in Annex "A".
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33) "Gas Sales Agreement" means Agreement entered into in
accordance with Article VII (e) between GANOPE and
CONTRACTOR (as sellers) and GANOPE or the Egyptian General
Petroleum Corporation "EGPC" or The Egyptian Natural Gas
Holding Company "EGAS" or a mutually agreed party (as buyer),
whtch contains the terms and conditions for Gas sales from a
Development Lease .

(34) "Development Plan" means a plan on high level basis to be
executed within two (2) years from the date of approving the
Development lease, sets out the strategic framework for the
efficient exploitation of the reserves in the Area and describes the
selected development concept required to provide a long production
plan throughout the life of the field profiles used to support the
requirements of domestic and external markets of Oil, Gas and
condensate. The Development Plan outlines the activities to be:
conducted during the phases of Development and Exploration X

within Development Lease area unless otherwise agreed upon by =

GANOPE and CONTRACTOR R
(35) "Development Work Program" means those physmai "
mutti-disciplinary activities (including but not limited to- deilling,
engineering, projects, subsurface) required to be undertaken within
a Financial Year to deliver the Production upon the agreed date.”
(36) "Decommissioning Plan" means a plan submitted by CONTRACTOR
and approved by GANOPE containing (for eXamplze, and not
Iimited to), the proper measures to. te;mi},_}?’fé the Petroleum
Operations conclusively and abandonment plan, in accordance with
sound and accepted Petroleum mdustly practices, subject to the
applicable laws stated in Article XVHI of this Agreement.
ARTICLETI
ANNEXES TO THE AGREEMENT

Annex "A" is a description ."éf-: the Area covered and affected by this
Agreement, heréinafter referred to as the "Area"

Annex "B" is a provistonal itlastrative map on the scale of approximately
1:500,000 indicating the Area covered and affected by this
Agreement and described in Annex "A".
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Annex "C'" is the form of a Letter of Guarantee to be submitted by
CONTRACTOR to GANOPE before the ttme of signature
by the Minister of Petroleum of this Agreement, for the sum
of ten million T.S. Dollars ($10,000,000), guaranteeing the
execution of CONTRACTOR's minmmum Exploration
obligations hereunder for the initial three (3) vears from the
Effective Date. In case CONTRACTOR extends the initial
Exploration Pertod for two (2} additional successive periods
of four (4) vears and two (2) vears respectively, in accordance
with Article IIT (b) of this Agreement, stmilar two (2)
Letters of Guarantee shall be i1ssued and submitted by
CONTRACTOR, prior the day CONTRACTOR exercises
its option to extend. The first (1% Letter of Guarantee shall
be for the sum of fifty million U.S. Dollars ($50,000,000)

and The Second (2°%) Letter of Guarantee shall also be for,
the sum of fifty million U.S. Dollars ($50,000,000) less v -

these instances any excess expenditures of the p1'eéedfng :
extension period permitted for carry forward in-accordance -

with Article TV (b) third paragraph of this Ageement In
case -of any Shortfall (the difference between the amount Qf '
CONTRACTOR's financial obligation of any Exploration
period minus the total amount approved by GANOPE for

the same concerned obligation period), plusany carry forward
approved by GANOPE from the previens period, if any,

GANOPE shall notify CONTRACT OR i writing by the value

of such shortfall. Within fifteen (15) days from the date of

this nottfication, CONTRACT OR shall fransfer the amount of
the shortfall to GANOPE's. account and if CONTRACTOR
did not transfer this shoﬂ_falf within the mentioned fifteen (13)

days, GANOPE has: the right to liquidate the concerned
letter of Guarantee up to the amount of the shortfall. Each of
the three (3) Letters of Guarantee shall remain effective for

six (6) months -after the end of the Exploration period for

whtch it has been 1ssued except as it may be released prior

to that time in accordance with the terms thereof.
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The letters of Guarantee mentioned above shall be reduced
quarterly by Exploration Expenditures incurred and patd by
CONTRACTOR on operations and approved by GANOPE
for the concerned Exploratton pertod.

The CONTRACTOR has the right to submit a letter entitles
GANOPE to solidify from the CONTRACTOR dues an
amount equal to the financial commitment of the then
current phase.

Annex "D" is the form of a Charter of the Jomt Venture 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 Systenr-
established by the GOVERNMENT. The point of delivery .

for Gas shall be agreed upon by GANOPE and .

CONTRACTOR under a Gas Sales Agreement, which pomt :
of delivery shall be located at the flange connectmg the
development lease pipeline to the nearest point on the
National Gas pipeline Grid System as depictéd"'i‘n Annex "F"
or as otherwise agreed by GANOPE and C‘ONI‘RAC TOR.

Annexes "A", "B", "C", "D","E" and "E" to thrs* Agreement are
hereby made part hereof, and they shall be consxdered as having equal
force and effect with the provisions of this Agleement

ARTIC LE III
GRANT OF RI..GH.TS AND TERM
The GOVERNMENT llel'ebY",._-g‘éﬂfS:'. GANOPE and CONTRACTOR, an
exclustve concession in and't@ the Area described in Annexes "A" and "B"
subject to the terms, covenanj's, and conditions set out in this Agreement,

which insofar as they are contrary to or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shall have the force of Law.
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A. The GOVERNMENT shall own and be entitled, as heremafter

B.

provided to a royalty i cash or in kind of ten percent (10%) of the
total quantity of Petroleum produced and saved from the Area during
the Development pertod mncluding the two extension periods (if any).
Satd royalty shall be borne and paid by GANOPE and shall not be
the obligation of CONTRACTOR. The payment of royalties by
GANOPE shall not comnsidered an income attributable to the
CONTRACTOR.

In case CONTRACTOR dispose all or part of its share of Production
Sharmg Gas and Excess Cost Recovery Gas, if any, by itself to local
Market, the effective Law No. 196 of 2017 for Regulating Gas
Market Activities in A R E. shall be applied on CONTRACTOR

An inittal Exploration period of three (3) years shall start from the

Effective Date. two (2) successive extensions to the initial Bxploraﬁbn} N |

period, the first (1%) extension period shall be four (4) yeén:s’-= and the

second (2% extension period shall be two (2) yeai‘s i%sﬁeéﬁveiy, |
shall be granted to CONTRACTOR at its option, uport1 nbt‘less than

thirty (30) days prior written notice to GANOPE such notice to be

given not later than the end of the current penod as may be extended

pursuant to the provisions of Article V. (a), _and '~snbject only to fulfill

its obligations for that period according to this agreement.

This Agreement shall be tenniné’redf .i;f'.’:"r'leither a Commercial Oil
Discovery nor a Commeréiél Gas Discovery is established by the end
of the ninth (91) year of--tlle;EﬁgEf‘)ration pertod, as may be extended
pursuant to Article V' (.a_')"fi?he election by GANOPE to undertake a
sole risk venture under pér_-:agfapll (¢) hereinafter shall neither extend
the Exploration period nof affect the termination of this Agreement
as to CONTRACTOR.
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C. Commercial Discovery:

(1) A Commercial Discovery whether of Otl or Gas may constst of
one producing reservoir or a group of producing reservolrs
which 1s worthy of bemng developed commercially. After
discovery of a Commercial Oil or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with GANOPE, undertake
as part of 1ts Exploration program the appraisal of the discovery
by dnlling 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 technical and economic factors.

(i) The provisions laid down heremn postulate the umty and

indivisibility of the concepts of Comumercial Discovery anid.

Development Lease, They shall apply uniformly to Oil and Gas' "
unless otherwise specified. | |

(iif) CONTRACTOR shall give notice of a Commercial Disco;o*éry to.
GANOPE immed:ately after the discovery . is consxdered by
CONTRACTOR to be worthy of commercial development but
in any event with respect to a Commercial il Well not later
than thirty (30) days following the completxon of the second
appraisal well, or twelve (12) months following the date of the
discovery of the Commerctal Ol Wei}hg whichever is earlier or
with respect to a Comumercial Gas Well not later than twenty
four (24) months following the date of the discovery of the
Commercial Gas Well (unless GANOPE agrees that such period
may be extended), CONTRACTOR shall also have the right to
give such notice '6f~..,C=é'rinne1'cial Discovery with respect to any
reservoir (s) if the. well(s) thereon in its opinion, considered
collectively could be Worthy of commerctal development after
GANOPE's approval.
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It ts understood that, any Crude Otl produced from a well in the
Area before it is converted to a Development Lease, etther
considered Comunercial or non-Commercial Well, and not used
in Petroleum operations, 1s (100%) owned by GANOPE and not
subject to Article VII.

CONTRACTOR may also give a notice of a Commercial Oil
Discovery in the event it wishes to undertake a Gas Recycling
Project, A notice of Commercial Gas Discovery shall contain all
detatled particulars of the discovery for example but not [imited
to the Area of Gas reserves, the estimated. production potential,
profile and field life (unless otherwise agreed upon by
GANOPE).

Within sixty (60) days following receipt of a notice of a

Commercial Oil or Gas Discovery, GANOPE and CONTRACTOR".
shall meet and review all appropriate data with a view .to." T

mutually agreeing upon the existence of a Commercial Discovefy
The date of Commercial Discovery shall be the date GANOPE
and CONTRACTOR jointly agree in writing that a Commel cxaE-
Discovery exists. -

(v) If Crude Oil or Gas is discovered but i1s not deemed by
CONTRACTOR to be a Commerctal- OIE ar..Gas Discovery
under the above provistons of this paiaglaph (c), after one (1)
month from the pertod specrﬁed -above within which
CONTRACTOR can gwe notlce of & Commercial Oil
Discovery, or thirteen (13) Illonﬂ;s,. aftel the completion of a well
not constdered to be @ "E.{)"mmérc'ial Oil Well", or twenty five
(25) months after the é@nipi:étion of a well not considered to be a
"Commercial Gas Well", GANOPE has the right to develop,
produce and dispéSe_'éﬁ crude o1l or Gas from the geological
feature on which the i;veii has been drilled at tts sole risk, cost
and expense or by other means deemed to be appropriate by
GANOPE for developing such discovery after sixty (60) days



Yo¥ Bl TY 3 () S0 YA sl = T 5y

Ll

i I aiod ] i Ludh duas el A ey o quony L dulsS el
gy « if S (G Ly cazats ML 2] ) n S eSS
Joliald oy U da s Sl agir iy L5 g I Y
s T TS 5y ol WY @l oDl oo Lagy (¥ 5D NG
OB W s by AU e S Lede o pail] JSoW b il

+ Sadoed o) 03g) Smatl kel a2 030 10 g2 e
5 s ) Bavod) nld| 8 ol | A G ke JNal) 5Ll 13
AP PR EFVS W P B 91 IS { VIS WOV JURS- S OF X PO )
o A Tadoad! J e Uiy Sy ULy i o Bl 0 o GLISYI oy
1S, ol W ol lLdaally 5 o i Gony s adl elio

iU A8 il ) 18l st of opid o ety LS Sl
$3,i%0 0y s Kol stamey AL ‘_,.Lc_,u,.J-uL.LqudLurL.aJIuLMLT

—~

0555 Loty oSN 1 Tpmais) dopmslin i W15 (0,0 iy b ol
oo eaS B3t ALl el o gl 5L 4 ;,;m ﬂl»u_,,
oo (7 ¥y Bl s sl Lq__.__cu:daL»)Lxll,i‘.u.le1
WS sl Y1 Lyl Oldns oLl g gt 1] IS
Ll Olles o 3 5 o5 s dly Lt bl 3 L) Sl g
(V. Bl 3 BL upd @.\-.i._“‘,l J.;Lba:.\adl bl dls s gyl
U 3 T lls Sy 3 ey iy Lo ) S ol o
arlys Ws 3 Y1 bl i 5Lt 0,80 T e eyl (7 Y-

abat) Jals 5T o5 B Ll o colt Jares ol Glesst




Yy

Yo¥. Lwide VY 3 (7) 15 YA sl - Ll 3 A

from notifying CONTRACTOR in writing. Said notification
shall state the spectfic area covering said geologtcal feature to be
developed, the wells to be drilled, the production facilities to be
mstalled and GANOPE's estimated cost thereof. Within thirty
30) days after receipt of said notification CONTRACTOR may,
in writing; elect to develop such area as provided in the terms of
this agreement hereunder. In such event all terms of this

Agreement shall be applied to the specified area.
If CONTRACTOR elects not to develop such area, the specific

area covertng satd geological feature shall be set aside for sole
risk operattons by GANOPE, such area 1s mutually agreed upon
by GANOPE and CONTRACTOR on the basis of good:
Petroleum industry practice. GANOPE shall be entitled to .
perform or in the event Joint Venture Operating Company has ."'

come into existence, to let such Joint Venture Opelatmg :

Company perform such operations for the accowit of GANOPE
and at GANOPE's sole cost, risk and expense 01 by any other
means deemed to be appropriate by GANOPE f@z‘ developmg
such discovery. When GANOPE has 1ecovered from the Crude
Oil/gas produced from such specific area. a quantlty of Oil or
(Gas equal in value to three hundr ed peroent (300 %) of the cost it
has incurred m  carrying out the sole risk operations,

CONTRACTOR shall have the, option, to share i further
development and ploductlon of that specific area upon paying
GANOPE one hundred percent (100%) of such costs incurred by
GANOPE and Such one fundred percent (100%) payment shall
not be recovered by_CONT RACTOR, only in the event there has
been a separate Commercial Discovery of oil/gas elsewhere

within the area.
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Immediately following such payment the spectfic area shall erther:

(1) Revert to the status of an ordinary Development Lease under this
Agreement and thereafter shall be operated in accordance with
the terms hereof: or

(2) Alternatively, in the event that at such time GANOPE or its
Affiliated Company 1s conducting Development operations in
the area at its sole expense and GANOPE elects to continue
operations, the area shall remain set astde and CONTRACTOR
shall only be entitled to 1ts production sharing percentages of the
Crude O1l or Gas as specified in Article VII (b).

The sole 1isk Crude Oil or Gas shall be valued in the manner
provided in Article VII (c¢). In the event of any termination of
this Agreement under the provisions of Article III (b), this.
Agreement shall, however, confinue to apply to GANOPE's~

operations of any sole risk venture hereunder, although su.ch." -
Agreement shall have been terminated with respect to'

CONTRACTOR pursuant to the provisions of Amcle III Cb)
D. Conversion To A Development Lease: '

(1) Following a Commercial Oil/Gas Discovery and after mbmit’ting
a Development Plan and a Deconmnsswmng plan the extent of
the whole area capable of production. to. be covered by a
Development Lease shall be mutually agreed tpon by GANOPE
and CONTRACTOR and be subject to the approval of the
Minister of Petroleum. Such area ina,kl be converted automatically
into a Development Lease thhaut the issue of any additional
Iegal mnstrument or pemnssren “Tn case CONTRACTOR did not
fulfill its connnltment to S{Ebllllt the O1l / Gas Development
Lease documentanons to. GANOPE, i order to issue the
Development Iease reIated to that discovery, within two (2)
years from the Date of CONTRACTOR's notification to GANOPE
of Commmercial Discovery exists (imless otherwise approved by
GANOPE), CONTRACTOR shall be considered assignor
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without charge for the area dedicated for isstung such Development
Lease. GANOPE shall have the right to develop, produce and
dispose all the Petroleum produced from such assigned area in
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 recowrse agamst
GANOPE for compensation or expenditures or costs.

(2) Following the conversion of an area to a Development Lease
based on a Commercial Gas Discovery (or upen the discovery
of Gas in a Development Lease granted following a Commercial
Oil Discovery), GANOPE and CONTRACTOR shall endeavor
with diligence to find adequate markets capable of absorbing the
production of Gas and with respect to the local markets,
GANOPE shall advise CONTRACTOR of the potential outlets
for such Gas and the expected annual schedule of demand. -

Thereafter, GANOPE and CONTRACTOR shall meet with a*..
view to assessing whether the outlets for such Gas and other - -

relevant factors warrant the development and production of the:
Gas and in case of Agreement such available gas shall be
disposed to GANOPE or EGPC or EGAS under along-termi Gas
Sales Agreement m accordance with and subject 1o the
conditions set forth in Article VII. P

(3) The Development period of each Development Lease shall be as
follows: Y

(aa) In respect of a Commercial OiE'Discovely twenty (20)
years from the date of the Ministet-of Petroleum approval of
the Development Lease plus the two Extension Pertods (as
defined below) provided that, in the event that, subsequent
to the conversion of & Commercial Oil Discovery into a
Development Lease;. Gas 1s discovered in the same
Development Lease and is used or is capable of being used
locally or for expo;t heteunder, the pertod of the Development
Lease shall be extended only with respect to such Gas, LPG
extracted from such Gas , and Crude Oil in the form of
condensate produced with such Gas for twenty (20) years
from the date of the first deliveries of Gas locally or for



Yo¥ Bl TY 3 () S0 YA sl = Toeu SIS A LY

oz M bty (Ul e yo LS) slisa¥! 55 Ll Bliae i)
B (V) i e gl ol GLiasT e aurst! Hin atal) die Jol

I Ay W) a2l s slaze) U com
Ldlas 5550 o 4y S GLicaSl (g 8 308 i Syl sy

ST ells oLty e Toms Wi ol putily
oo o (V0] g piee Latid) 528 0050 Rl g8 Sl By L (0 o)
e 50 S sla¥l ) B dowmiad] ia iyl s slazel iy
die M 3Gl gl GLass] f,d ciasl 13} L Wle 3 uf a4 (oL

A (o Syl i 8 S| e i B o> 5 kS o s

LPG" Sl ] 5L ¢ Ltialy) Tpmidl) e oo gl Ukl gl
i SitSn K 3 o Tl S o palinidt
Ll ie oyl TS s pmy g o] g3l ) ol 5L (,uj "
S B A el el SLias )b e i Y. ) W.“;.
(63T e 3 LS) shane)
a5 ol o gl e Y 3LV a»‘_,.seiJ.\JLa% :, Lo-ﬁ_,h.-” R
or i (¥} 5 o S 6,8 SLAEST Lo il Fumisl ks B
Ju]m sl Sy 2l i3y slenel fuo,bo
ol Wlan 50 o) 505 ) L)l 0 L i 501 e
U] Sy g sl s St e Iy



LY

Yo¥. Lwide VY 3 (7) 15 YA sl - Ll 3 A

export plus the two Extension Periods (as defined below)
provided that the duration of such Development Iease
based on a Commercial Otl Discovery may not be extended
beyond thirty (30) years from the date of the Minister of

Petroleum approval of the Oil Development Lease.

CONTRACTOR shall immediately notify GANOPE of any
Gas Discovery but shall not be requited to apply for a new

Development Lease in respect of such Gas.

(bb) In respect of a Commercial Gas Discovery, twenty (20)

years from the date of the Minister of Petroleum approval of
the Development Lease plus the two Extension Periods (as
defined below) provided that, if subsequent to the conversion_
of a Commercial Gas Discovery into a Development Lease,-
Crude Oil is discovered in the same Development Lea‘ée' |
CONTRACTOR's share of such Crude 011 ﬁom fhe "
Development Lease (except LPG extr acted from Gas or
Crude Oil in the form of condensate produced with ._Gas)
and Gas associated with such Crude Oil shall revert entirely
to GANOPE upon the lapse of twenty (,2{}) y.ea,,rs from the
discovery date of such Crude Oil'plus: the two Extension
Pertods (as defmed below). L

Notwithstanding, anything to the coﬁti'ary under this Agreement, the

duration of Development Lease ‘based on a Commercial Gas

Discovery shall m no case exceed thirty (30) years from the date of

the Mintster of Petr oleu_.mh_appmval of the Gas Development Lease.

CONTRACTOR shall _iimllediately notify GANOPE of any OQil

Discovery but shall not be required to apply for a new Development

Lease 1n respect of such Crude Oil.
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The "Two Extension Periods" shall mean two periods of five (5)
years each respectively which may be elected by CONTRACTOR
upon written request sent by CONTRACTOR to GANOPE before
stX (6) months prior to the expiry of the relevant twenty (20} vears
period or the "Second Extension Pertod”, as the case may be, supplemented
by technical studies tncluding evaluation of production period,
expected production rates during extension period, CONTRACTOR's
obligations and relevant economic consideration. The two extension
pertods are subject to the approval of GANOPE and the Minister of
Petroleum. CONTRACTOR shall also pay a Development Lease
Extenston Bonus for each period, according to Article IX.

Development operations, upon the issuance of a Development Lease
granted following a Commercital Oil or Gas Discovery shall be
started promptly by Jomnt Venture Operating Company meanwhitle.

and be conducted in accordance with good Oil field practices and" .
accepted Petroleum engineering principles, until the field. is -

considered to be fully developed. It is understood that if assomateel
Gas is not utilized, GANOPE and CONTRACTOR shall ne gottaie in
good faith on the best way to avoid mmpatring the ploductlon fot the.
interests of the parties (unless otherwise agreed by GAN OPE)

In case CONTRACTOR, through the Joint Venture Opel atmg Company
did not fulfill its 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 unless otherwise agreed by GANOPE, CONTRACTOR
shall be considered assignor without charge for the Development
Lease and for all its rights, privilegés related to such area, GANOPE
shall have the right to deizelép;.f_proétlce, and dispose all Crude Oil
produced from such assigned area through the Joint Venture
Operating Company by “any means deems to be appropriate by
GANOPE without any further legal procedures, and CONTRACTOR
shall have no right related to the production and shall have no right to
have recourse agaimnst GANOPE for any compensation, expenditures
or costs, (Unless otherwise agreed by GANOPE).
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In the event no Commerctal 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 its rights, privileges, related to such area , GANOPE shall
have the right to develop, produce, and dispose all Gas produced
from such assigned area through the Joint Venture Operating
Company by any means deems to be appropriate by GANOPE
without any further legal procedures, and CONTRACTOR shall have
no right related to the production and shall have no right to have
recourse against GANOPE for any compensation, expenditures or
costs, (Unless otherwise agreed by GANOPE).

In the event no Commercial Production of QOil in regular shipmem,s_;: ‘

or Gas deliveries from any Development Block in the Developent -

Lease within four (4) vears from the date of commencement of
Commerctal Production for O1l or from the date of ﬁljst delivefi;es of "
Gas locally or for export in such Developmeﬁt Le;ié:e',.f such
Development Block shall immediately be relinquished, untess thei'e
ts a Commercial Oil Discovery on the Devekopment Lease based on
Gas or a Commercial Gas Discovery on the Deveiopment Lease
based on Oil. Each Block n a Development Lease beulg partly
within the radius of drainage of any produemg well shall be
considered as participating in the. Commemzaf Production referred to
above, (Unless otherwise agreed by GANOPE).

Every four (4) years GANOPE 's‘lizik[ review the Development Blocks
of Oil Development Leases ﬁem the date of commencement of
Commerctal Production and/OI Gas from the date of the first regular
Gas deliveries locally or .,,fgl export, for immediate relinquish for any
non-producing block or any block that does not participate in
production (untess otherwise agreed by GANOPE).
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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 tn order to relinqutsh the Development Blocks
not producing or not contributing to production from such well
(unless GANOPE agrees to extend such period).

Upon the signature of a Gas Sales Agreement or commencement of a
scheme to dispose of the Gas, whether for export or otherwise as
referred to Article VII Development operations i respect of Gas and
Crude Oil in the form of condensate or LPG to be produced with or
extracted from such Gas shall be started promptly by Joint Venture

Operating Company meanwhile and be conducted in accordance with,

good Gas field practices and accepted Petrolenm engineer;iﬁg’“

principles and the provisions of such Agreement or scheme. In the -
event no Conunercial Production of Gas is established in ac c-Q:c}mlc'e "
with such Gas Sales Agreement or scheme, the Deuélop‘méntifearse'
relating to such Gas shall be relinquished, (unless ofhen#iféé agreed
upon by GANOPE). S

If, upon application by CONTRACTOR it is fécqg};ﬁzéd by GANOPE
that Crude Oil or Gas 1s being drained from an 'Exploration Block
under this Agreement into a Dévelcplliéﬁt.. Block on an adjoining
concessiont area held by Salﬁe._"' ;(.:‘;_.ONTRACTOR or another
CONTRACTOR, the Bl{jc:k'béing drained shall be considered as
participating in the connnér,efaf ‘production of this Development
Block and the Block bemg ‘.dl'ained shall be converted into a
Development Lease W_i’th the ensuing allocation of costs and
production {calculated from the Effective Date or the date such

drainage occurs, whichever is later) between the two concession
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areas, the allocation of such costs and production under each
concession Agreement shall be tn the same portion that the
recoverable reserves tn the drained geological structure underlying
each concession area bears to the total recoverable reserves of such
structure underlying both concession areas. The production allocated
to a concesston area shall be priced according to the concession
Agreement covering that concession area.

In case of failure by the CONTRACTOR and another contractor in
this Agreement n adjoining concession area to agree on the
allocation of costs and/or production for such separate Development
Leases under each concession area, such disagreement shall be
resolved by expert determination, the expert to be agreed upon by the
two contractors. GANOPE shall have the rnight to interfere and
induce the contractors to fully cooperate and resolve the drainage
matter in expedient manner as per the expert decision, such that "

neither contractor shall be unjustifiably enriched, in case of faituré to. -

reach an Agreement. GANOPE's decision shall be binding on aIE .
parties. The cost of the expert shall in no event be 1ecove1ed m both
CONCESSION areas. |

In the case of the existence of petroleum reserves in ofie of the
geological structures extended between this. Concession Area which
1s focated i the exclusive economic zone- of. the ARE and the
exclusive economic zone of one of the Ilel.gllbezzng states, then the
CONTRACTOR under this Agreement shalf-noﬁfy GANOPE, as a
government's representative, of the éxistence ‘of these petrolewm
reserves and shall cooperate to 1'ea"eh'aﬁ.A~¥greenle11t on the modalities
of the exploitation of such petrolewnn reéserves "Unitization Agreement”
whilst taking mto account the foliowing'

1) The geographical extent and the geological features for such

extended petroleum reserves and the proposed area for the jomnt
exploitation and/or development of the said reserves.

11) The methodology used for the calculation of such petroleum
reserves and its allocation between the parties.
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F. CONTRACTOR shall bear and pay all the costs and expenses required
in carrying out all the operattons under this Agreement but such costs
and expenses shall not include any interest on imvestment.
CONTRACTOR shall only [ook forward to the Petroleum m which 1t
ts entitled under this Agreement to recover such costs and expenses.
Such costs and expenses shall be recoverable as provided in Article
VII. During the termy of this Agreement, the total production
achieved in the conduct of such operations shall be divided between
GANOPE and CONTRACTOR 1n accordance with the provistons of
Article VII.

G. 1. 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, unless otherwise provided in this a greemerit. o

2. CONTRACTOR shall be liable to prepare the tax return, that oniy :
the tax authonty shall be entitled to audit. CONITRACT.QR ShaII
submit the tax return to GANOPE twenty five (25) days.prior to the
due date of submittmg thereof to the tax authority. | GANOPE shall
have the right to review the tax return in order 16 aébept the tax
calculation therein. GANOPE shall pl'oyidtf;.. .?e.orrﬁneﬁts on such
return within fifteen (15) days of the date of réceiving the tax return
from CONTRACTOR. In any ca;%e..,.‘:.CONTRACTOR shall be
responsible for submitting the tax. return to the tax authority within
the due date. e

3. CONTRACTOR's animual incﬁ;ﬁe for Egyptian tncome tax purposes
under this Agreement Sllali be an amount calculated as follows:

The total of the sums I'éi_-zeiifed by CONTRACTOR from the sale or

other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Artitcle VII (a) and (b);
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Reduced by the following:
(1) The costs and expenses of CONTRACTOR; and
(11) The wvalue as determined according to Article VII (c), of

GANOPE's share of the Excess Cost Recovery Petroleum patd /
have to be paid to GANOPE in cash or in kind, if any,

Plus the following:

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

For purposes of the above tax deductions m any Tax Year, Article
VII (a) shall apply 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 controlled by Article V II‘:(a') a:,é, o

above qualified shall be deductible in accordance with the..provisio'ns: -

of the Egyptian Income Tax Law. L e

(4) GANOPE shall assume, pay and discharge, in the namﬁ and on
behalf of CONTRACTOR, CONTRACTOR's Egyptiaii income
tax out of GANOPE's share of the Petroleum. produced and
saved and not used in operations 1mde1;"AfﬁicIE' VIL All taxes
patd by GANOPE in the name and on behalf of CONTRACTOR
shall be considered mcome toCONTRACT OR.

Whereas, CONTRACTOR shall be:a,r"’-;ihd.pay the Egyptian mcome
tax for all or part of the :;'_CO.NFRA'CTOR'S profit share of Gas
and Excess Gas cost recovery (if any) in case CONTRACTOR
disposes such Gas byztself provided that there 1s no need for
The Government / GANOPE for such quantity of Gas and obtaming
the approval of competent authority, Inconsistent with Article
VII () (2) (1) and the value of what the CONTRACTOR pays
as a tax 1n this case, 1s not recovered.
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(5) GANOPE 1s committed to 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 GANOPE of CONTRACTOR's tax
declaration for the preceding Tax Year. Such receipts shall be
issued by the proper Tax Authority and shall state the amount
and other particulars customary for such recetpts.

(6) Egyptian Income Tax shall be applied in this agreement and
mclusive of all income taxes payable in the ARE. (including
tax on tax) such as the tax on income from movable capital, the
tax on profits from commerce, industry and inclusive of taxes
based on income or profits including all dividends, withholding

with respect to shareholders and other taxes imposed by the. -

GOVERNMENT of ARE. on the distribution of income. or -
profits by CONTRACTOR. N
(7) When GANOPE calculates its imposed income taxes in ARE,
GANOPE shall be entitled to deduct all I'Qy_alt.i"e,s_ "pgid by
GANOPE to the GOVERNMENT and CONTRACTOR's
Egyptian income taxes paid by GANOPE -on behalf of

CONTRACTOR. R

ARTICLEIV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

(a} CONTRACTOR shall conqnéi}fzé Exploration operations hereunder
not fater than six (6),1,1101:iﬁrs after the Effective Date. CONTRACTOR
shall purchase all seisini,p,'t maghetic and gravitational data related to
the concesston area, fr01li"a11y‘- third party entered into a contract with
GANOPE to grant a license for collecting and exploiting data with
charge executed prior to the effective date.
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(b) The initial Exploration period shall be three (3) years from the
Effective date, and CONTRACTOR shall spend a minimum of ten
mtilion U.S. Dollars ($10,000,000) to execute the Exploration
operations to include CONTRACTOR's obligation as follows:

- Acquisition of 1600 km? of a new 3D seismic.

The CONTRACTOR may extend this Exploration period for two (2)
successive extension periods, the first (1) extension period shall be
four (4) years and the second (229) extension period shall be two (2)
years respectively in accordance with Article III (b), upon at least
thirty (30) days prior written notice sent by CONTRACTOR to
GANOPE before this extension period and subject to CONTRACTOR'S
expenditure of minimum Exploration obligations and fulfillment of
its technical obligations according to this Agreement her eundel for.f’;

the current period meanwhile.

CONTRACTOR shall spend a minimum of fifty million U.S. dellars "
($50,000,000) during the first (1%") extension period of faul (4) yea;s-
in which the CONTRACTOR elects to extend it. after the mmal

exploration period to execute the Exploration and Drilling operations
which include CONTRACTOR's obligation as follows:

- G& G studies.

- Drilling one (1) explorationr well-

CONTRACTOR shall spend a mmmmm of ﬁﬁy million 1.S. dollars
($50,000,000) during the second (Z”d) extenston period of two (2)
years m which the CONTRACTOR elects to extend it after the first (1%

extenston period to exc.cu.telthe Exp101a11011 and Drilling operattons
which include CONTRA'CTQR'S obligation as follows:

- G& G studies.

- Drilling one (1) exploration well.
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In case the CONTRACTOR spends more than the minimum amount
required to be expended or drills more than the minmmum wells
required to be drilled during the imitial Exploratton period of three (3)
years or during any extension period thereafter, so the excess may be
subtracted from the nunimum amount required to be expended by
CONTRACTOR and approved by GANOPE or mimtmum munber of
wells required to be drilled durtng any successive extension period,
as the case may be.

GANOPE may approve (based on the CONTRACTOR's request} to
enter the next extension pertod subject to fulfillment the mimimum
financial and techntcal obligations for the current exploration pertod,
In case that CONTRACTOR did not perform any of its technical
obligattons during any exploration pertod, GANOPE has the right
(based on the CONTRACTOR's request), to allow the CONTRACTOR..

to enter the next extension pertod and relay that techmcal obligatien*.
to it, provided that the CONTRACTOR subimtt a letter of guarantee - i

with the value of that technical obligation only and shall be valid for
six (6) months after the end of the extension period carried forward:
to it, and that letter of guarantee is not for reduction or dlscount
compared to any other expenses that do not relate to the ‘ebligation
guarantee, and shall not be recovered unless that technical obligation

1s executed, and if not, the value of the letter of guarantee will be a
fully right to GANOPE. A

GANOPE has the right to approve (based on The C ONTRACT OR's
request), to exchange a technical work by anoﬂw technical work during
the same exploration period if GANOPE. aSsm‘ed that this technical
work required to be replaced s not’ legs in value than it and achieves
the same purpose, so the IeJec[.jed. technical work becomes useless.

GANOPE has the right to éppf,t’jve (based on the CONTRACTOR's
request), to perform the t':i‘bﬁ'gaﬁbns of a next extenston period of the
initial exploration peridd\bf any of its extenstons, however to be
deducted from the letter of guarantee which submitted and approved
by GANOPE and related to the certain extension period and this
shall be applicable to all extensions, if any.
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In case CONTRACTOR surrenders 1ts Exploration rights under this
Agreement as mentioned above before or at the end of the third (319)
year of the tmtial Exploration period, having eéxpended less than the
total sum of ten nullion U.S. Dollars ($10,000,000} on Exploration,
an amount equal to the difference between the said ten million U.S.
Dollars ($10,000,000) and the amount actually spent on Exploration
shall be paid by CONTRACTOR to GANOPE at the time of
surrendering or within six (6) months from the end of the initial third
(3% year Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any extension pertod for
the reasons above noted shall similarly result in a payment by
CONTRACTOR to GANOPE of such deficiency shall be unrecoverable,”
as long as this Agreeinent still effective, CONTRACTOR shall be egti:ﬂe'c'f::
to recover any such payments as Exploration Expenditure accordig -
to Article VII in the event of Commercial Production. L | |
Without prejudice to Article TII (b), in case no Ccmuneietai QII or
Gas Discovery is established or no notice of Commercza,l Oil or Gas
Discovery is given by the end of the mnth (9th) ‘Year, as may be
extended pursuant to Article V (a) or in case CONTRACTOR
surrenders the Area under this Agreement pnor to such tume,
GANOPE shall not bear any of the: aforesatd expenses spent by
CONTRACTOR. _—

(c) At least four (4) months pr'ier'fo- fhe Begilulillg of each Financtal Year
or at such other terms as 111ay be mutually agreed to by GANOPE
and CONTRACTOR, CONTRAC TOR shall prepare an Exploration
Work Program and Budget‘,.,fqr the Area setting forth the Exploration
operations which CONTRACTOR proposes to carry out during the

ensuing Year.
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A jomt committee between GANOPE and CONTRACTOR s to be
formed after the effective date of this Agreement and referred to as
"Exploration Advisory Committee" and such committee shall consist
of six (6) members, three (3) of them shall be appointed by
GANOPE and three (3) of whom shall be appomted by
CONTRACTOR, and GANOPE shall appoint the Chairman of the
Exploration Advisory Comumittee from GANOPE'S members. The
Exploration Advisory Committee shall discuss the proposed Work
Program and Budget and offer the advice and or / the amendments
which 1s / are appropriate, and after fimshing the discussion by the
committee, the CONTRACTOR shall implement such -agreed
amendments and submit the work program and budget to GANOPE
for its approval.

Following such appreval, it is further agreed that: e

(1) CONTRACTOR shall netther substantially change or modify said
Work Program and Budget nor reduce the approved budgetf:ci ..

expenditure without the approval of GANOPE; |

(1t) The CONTRACTOR shouid obtain GANOPE'S appwvals needed
for executing the items included in the exploration work program
and budget in accordance with the rules and pmcedmes applicable
in this respect to GANOPE.

(i) In the event of emergencies involving danger of loss of lives or
property, CONTRACTOR may ::expend such additional
unbudgeted amounts as may be iﬁé(iuiréd to alleviate such
danger. Such expenditure shall be considered in all aspects as
Exploration Expenditure “and shall be recovered according to
Article VII hereof. =~ =

(d) CONTRACTOR shall subfnit all necessary funds for all materials,
equipment, supplies, personnel administration and operations pursuant
to the Exploration Work P'rogl'am and Budget and GANOPE shall
not be responsible to bear or pay any of the aforesatd costs.
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(e) CONTRACTOR shall be responsible for the preparation and

)

performance of the Exploration Work Program which shall be
mmplemented in efficient manner and consistent with good petroleum
industry practices thus:

- All the geological and geophysical studies as well as any other studies
related to the performance of this Agreement, shall be made mthe ARE.
except as 1s appropriate for the processing of data, specialized laboratory
engieering and development studies thereon, that may be made m
spectalized centers outside A R.E. subject to GANOPE's approval.

- CONTRACTOR shall entrust the management of Exploration operations
in the ARE. to its technically competent General Manager and
Deputy General Manager. The Govermnment and GANOPE shall be
forthwith notified by the names of such General Manager and h_i&:_ 4

Deputy upon appomtment. The CONTRACTOR shall entrust the:

General Manager and the Deputy General Manager, m the absence of

General Manager, with sufficient powers to carry out inmiediafﬁely" éﬁ "

Tawful written directions given to them by the GOVBRNMENT or its-

representative under the terms of this Agreement. AH fa;wﬁﬂ

regulations 1ssued or to be issued which are applicable ngemlder and

not in conflict with this Agreement shall apply to CONTRACT OR.
CONTRACTOR shall supply GANOPE, wrthmt}m”ty (30) days from
the end of each calendar quarter, Wiﬂi a Statement of Exploration
activity showing costs incurred by CONTRACTOR during such
quatter. CONTRACTOR's 1ecmds andnecessaly supportimg documents
shall be available for mspectmn by GANOPE at any time during
regular working hours fm thlee (3) months from the date of recetving
each statement. |

Within the three (3) months frem the date of recerving such Statement,
GANOPE shall advise CONTRACTOR in writing if it considers:

I. That the record of costs 1s not correct; or
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2. That the costs of goods or services supplied are not in line with the
international market prices for goods 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 AR.E. shall be subject to
Article XXVI; or

. That the condition of the materials supplied by CONTRACTOR
does not tally with their prices; or

('S

4. That the costs imcurred are not reasonably required for operations.

If within the time Iimit of the three (3) month pertod provided for
in this paragraph, CONRACTOR has not advised GANOPE in
writing of its objection to any Statement, such Statement shall be
constdered as approved by the CONTRACTOR.

CONTRACTOR shall confer with GANOPE in connection w;t}i : I'
the problem thus presented, and the parties shall attempt to reach a
settlement which s mutually satisfactory. |

Any retmbursement due to GANOPE out of the Cost Rﬁcovery'
Petroleum as a result of reaching Agreement or as ,.1.@311& of an
arbitral award shall be promptly made in éash-a_t(i GANOPE, plus
simple interest at LIBOR plus two and half ."pcf}fcéllt,:.~. (2.5%) per
annum from the date on which the disputed ambunt(s) would have
been paid to GANOPE according to. Amcie VII () (2) and Annex
"E" of this Agreement (i.e. From 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 1eplesemmg the mid-pomnt of the rates (bid and ask)
applicable to one month U'.;S."_D"ollars deposits mn the London Interbank
Eurocurrency Market 011' each fifteenth (15™) day of each month
occurring between the date on which the disputed amount(s) would
have been paid to GANOPE and the date on which it is settled.
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If the LIBOR rate is available on any 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 Interbank Eurocurrency Market
for one month U.S. Dollar deposits. If such fifteenth (15th) day is not
a day on which LIBOR rates are quoted in the London Interbank
Eurocurrency Market, the LIBOR rate to be used shall be that quoted
on the next following day on which such rates are quoted.

[f within the time limit of the three (3) month period provided for in
this paragraph, GANOPE has not advised CONTRACTOR of its
objection to any Statement, such Statement shall be considered as
approved.

(g) CONTRACTOR shall supply all funds necessary for its operations m ‘

the AR.E. under this Agreement in freely convertible currency from' -

abroad. CONTRACTOR shall have the right to freely pmcha_seﬁ -
Egyptian currency in the amounts necessary for its errafiong'-ig the
ARE. from GANOPE or from any bank aut]:ibrize,d" by the"
GOVERNMENT to conduct foreign currency exchanges:. Priority
shall be given to GANOPE to purchase the. foreigm cm‘%éncies from
CONTRACTOR at the same applicable rate and date as such
currencies may be purchased from the National Bank of E'gypt.

(h} GANOPE 1s authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this | Agreement against
recetving from CONTRACTOR an e'quivalent amount of U.S.
Dollars at the official rate ,Qf'.,g-';xéhange m ARE., such amount in
U.S. Dollars shall be deposited in GANOPE's account abroad with a
correspondent bank of the ‘National Bank of Egypt, Cairo.
Withdrawals from satd a.cééunt shall be used for financing GANOPE's
and its Affiliated Companies' foreign currency requirements subject
to the approval of the Minister of Petroleum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
A. Mandatory:

At the end of 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 into a Development Lease (s} "Area subject to
reltnquish”. Such relinquishment shall be i a single wnit of whole
Exploration Blocks or originally existing parts of Exploratron Blocks
not converted into Development Lease(s) unless otherwise agreed
upon between GANOPE and CONTRACTOR so as to enable the
relinquishment requirements to be precisely fulfilled, then relinquish
the remaming Area at the end of the last Exploration phase except'_; |
the areas converted to development lease(s). L

CONTRACTOR may retain the "Area subject to relinquish”
mentioned above during the next extension period of four (4) ye&i’s "

Subject to the approval of the Minister of Petroleum by 'subnﬁlfﬁ:fl’z at.
Ieast six (6) months pre-notification to GANOPE mcimimg the

additional technical activities to be undertaken in the "Alea subject
to relinquish" during the next extension peuoci of ‘four (4) vears

which CONTRACTOR elects to extend aftel the juitial exploration
pertod provided that CONTRACTOR.. shall submit a statement of
costs and expenses of such additional ‘activities, It is understood that
CONTRACTOR s committed o stzch financial and technical

commitments in addition o theExgiféraﬁon commutments related to

the first (1%) four (4) years extension period according to Article IV (b),

provisions of Article IV-of this. Agreement shall be applied, provided
that CONTRACTOR shall submit a letter of guarantee with an equal

amount to the costs of such additional activities, according to annex (c)

of this agreement and shall also pay an umrecoverable bonus for

retaming “the Area subject to relinquish”.
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At the end of the seventh (7™) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty five percent (25%) of the original Area on the
Effective date not then converted to a Development Lease(s).
CONTRACTOR shall also relinquish the "Area subject to relmquish”
retained pursuant to the above mentioned paragraph, excluding the
area(s) converted to Development Lease(s). Such relinquishment
shall be n a single unit of whole Exploration Blocks not converted to
Development Lease(s} unless otherwise agreed upon between GANOPE
and CONTRACTOR so as to enable the relinquishment requirements
to be prectsely fulfilled. CONTRACTOR may retain the above
mentioned additional twenty five percent (25%) area and/or the area
retained during the previous extension period (first (1Y) extension.
period), during the next two (2) years extension period (second (2%

extension period) that CONTRACTOR elects to extend beyond the. -

first (1%%) extension period, subject to the approval of the Minister of |
Petroleum and pursuant to the terms and conditions mentioned above

Without prejudice to Articles I1I, XXTII and the last thlee paz:agraphs |
of this Article V (a), at the end of the ninth (_9‘“) year of- the
Exploration pertods, CONTRACTOR shall r’.’élinquis’fh. the remainder
of the Area not then converted to Developlne'nt.L’e;afg’e(s).

It 1s understood that at the time of any 1ef‘mEIui§En'nent the areas to be
converted into Development Lease(s) and which, are submitted to the
Minister of Petroleum for his approval accmdmg to Article III (d)
shall, subject to such approval, be deemeéd converted to Development
Lease(s). |

CONTRACTOR shall net be required to relinquish any Exploration
Block(s) on which a.CQﬁimercial Oil or Gas Well 1s discovered
before the period of time referred to in Article III (¢) given to
CONTRACTOR, to determine whether such Well ts a Comumnercial
well worthy of Development or to relinquish an Exptoration Block(s)
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in respect of which a notice of Commercial o1l or Gas Discovery has
been given to GANOPE subject to GANOPE's right to agree on the
existence of a Commercial Discovery pursuant to Article III (¢}, and

without prejudice to the requirements of Articie III (e).

In the event at the end of the initial Exploration period or extension
(if any), a well is actually under drilling or testing, CONTRACTOR
shall be allowed with a period up to (6) months to enable the
CONTRACTOR to discover a Commercial Oil or Gas Well or fo
achteve a Commerctal Discovery, as the case may be, provided that

such period shall be deducted from the next extenston pertod, if any.
B. VOLUNTARY: |
- CONTRACTOR may, voluntartly, during any period lelmqulsh all X

or any part of the Area in whole Exploration Blocks or parts of -

Exploration Blocks provided that at the time of such Volunta{y ~-
relinquishment, CONTRACTOR's Exploration obhganom 1mder,
Article IV (b) have been fulfilled for such period. IR

- Any relinquishments hereunder shall be deducted frem fhe 1nandat01y
relinquishment according to Article V (a) above

- Followmg Commercial Discovery, GANOPE ’cmd CONTRACTOR shall
mutually agree upon any area to be 1eI}mc}tinshqd thereafter, except
for the relinquishment at the end .thh'g total Exploration pertod, as

mentioned above.

pertod, CONTRAC‘TOR shall ensure that all environmental
regulations set out 11_1 “article XVIII have been followed, in

accordance with sound ahd accepted petrolewn industry practices,
1f so requested by GANOPE .
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) Upon the approval of the first Development lease, GANOPE and
CONTRACTOR shall form in the AR.E. a Joint Venture Operating
Company pwrsuant to Article VI (b) and Annex (D) (hereinafter
referred to as “Joint Venture Operating Company") which GANOPE
and CONTRACTOR shall agree together upon its name, such name
shall be subject to the approval of the Minister of Petroleum. Such
company shall be joint stock company, in which GANOPE and
CONTRACTOR each contribute by fifty percent (50%). and shall be
subject to the [aws and regulattons m force in the A.R.E. to the extent
that such laws and regulations are not mconsistént with the

provisions of this Agreement or the Charter of Joint Ventiwe:.

Operating Company Set out in Annex "D" hereto. However, J omt -

Venture Operating Company and CONTRACTOR shall, for the B

purpose of this Agreement, be exempted from the follewing laws.and

regulations as now or hereafter amended or which sﬁ‘tf).'sti\h;;'téd by

laws or regulations: | s

- Law No. 48 of 1978, pronmulgating the Iaw on the employee
regulations of public sector compantes. g

- Law No. 159 of 1981, p1'01'nulgatmg the law on joint stock
compantes, partnership [imited by shafes and limited liability
companies. - _.

- Law No. 97 of 1983 pl'oilillig'afing the law concerning public sector
organizations and compames |

- Law No. 203 of 1991 plomulgatmg the law on public business
sector companies;

- Provisions of part 2 of Chapter 6 of Law No. 88 of 2003,
organtzing dealings in foreign currencies.



Yo¥ Bl TY 3 () 1S YA sl - e Sl Bu 4 A

("5 oS A3l sdgs 35 ) Olbaall Laslil] 38l 3,801 s die (o)
Cosld L e Jo¥ gl 3 sbenel g, dag Logs (84 pramand PN 3
TG0 el i 5,5 (gl i o ell3 OGN o 3y o L) 5Y
il N a5 Lot Yo 30 oldaally il S il 487,201 1,55
ol B3LS e Sl ol s T bteea) Condl ik Sy (30 Okl
ot (35i0) Mo ] oo oty of 1 it
s o0 do3ald B35 Jont gl 2 LAl L 4S80 48800 a ()
Sl g Tl s Lpd mih AW B o i) 5ol Tty e
ol oo Lagg (81) (s g Iy e e S| iy o3 ikl o o 5
iS sy eh () 8l Tl Ul Ll 38 ad] 38 8l oS
) il 85315005 Janlh gy vt £5) ol Sbanlly st 38,28
(£)iag] 3ol ¥ o 3 I3y deadly ol Sllis o di3e oY -
i i a3 3T e ol (6 41 B U I Bl Ryl o5 et
o1 U5 ey B e s IS D B sl (£)ia My (5
Joedl el s LY gl pss ANy e oot il Gz ] 1640 sl
gl 185500 Sanlly At 25,201 8905510 bk 51,4
ol ks o Agsal B30l ol el Sy e 2251405 oo 2
EEIERWIL P W RCAR BYE Y R PRy B
(¥ ) gl ol (ginsy Y s g il sl 288l 28,290 05 (5)
Yl B Ulalian! g et ol ] giSn b5 o 4 IS o
S Ut g SN il U il 5 ) T S
s &y el 10 ol 3 S50 oy cianall 300 baybuzel 3 dsly o
A B S G b3l 55




AV XYY R, YY S (C)J_,ia YA il = i 3l 30y 4
(b) The Charter of Joint Venture Operating Company ts hereto attached

as Annex "D". Within ninety (90) days after the date of the Minister
of Petroleum approval of the first Development Lease for Oil or Gas
(unless otherwise agreed upon by GANOPE and CONTRACTOR),
the Charter shall take effect and Jomnt Venture Operating Company
shall automatically come mto existence without any further procedures.
The Exploration Advisory Committee shall be dissolved upon the
final relinquishment of all portions of the Area not converted mto
Development Lease(s}.

(c) Ninety (90) days after the date Joint Venture Operating Company

(d)

comes mto existence m accordance with paragraph (b) above, it shall
prepare a Work Program and Budget for fiuther Exploration and
Development for the remainder of the Financial Year of the
Development Lease approval; and not later than four (4) months

before the end of the current Financial Year (or such other date as. X
may be agreed upon by GANOPE and CONTRACTOR) and feur (4) - i

months preceding the commencement of each succeeding Pinanciaf
Year thereafter (or such other date as may be agreed upon by "
GANOPE and CONTRACTOR), Joint Venture Operatimg Company,
shall prepare an annual Production Schedule, Work ngram ard
Budget for further Exploration and Development for the,sti&:ceeding
Financial Year. The Production Schedule, Work Prégram'and Budget
shall be submitted to the Board of Directors of Joint Ven‘rme Operating
Company for approval. :

The work program and budget for fur[hel EXpEOlatlon operations in
any portion of the Area not convelted into ‘4 Development Lease

shall be reviewed, appr oved and Impiemented in accordance with
Article IV. |

Not later than the twentize_th' (26”“) day of each month, Jomt Venture
Operating Company shali ﬁmsh to CONTRACTOR a wiitten estimate
of its total cash 1'eq11i1‘eliielgif§'f01' expenditure for the first half and the
second half of the suceceeding month expressed m U.S. Dollars
having regard to the approved Budget. Such estimate shall take into
constderation any cash expected to be in hand at month end.
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Payment for the appropriate pertod of such month shall be made to
the cormrespondent bank designated m paragraph (e) below on the first (1%
day and fifteenth (15®) day respectively, or the next following

business day, if such day 1s not a business day.

(e) Joint Venture Operating Company is authorized to keep at its own

®

disposal abroad in an account opened with a correspondent bank of
the National Bank of Egypt, Catro, the foretgn 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 ARE. of the required amount to meet the

expenditures in Egyptian Pounds for Joint Venture Operatmg

Company in commection with its activities under this Agreemeént.- .

Within sixty (60) days after the end of each Financial Year, J Qf_nt-. -
Ventwre Operating Company shall submit to the éppz;ﬁ}griat'é |
exchange control authorities in the A.RE. a stateme‘nf, dukycemﬁed
by a recognized firm of auditors, showing the ﬁmgls'c-:rﬁdif'e'd to that
account, the disbursements made out of that acootmtand outstanding
the balance at the end of the Year. o "

If and for as long during the period of piféﬁifii_f;t:tibn operations there
exists an excess capacity in facilities Whmh cannot during the pertod
of such excess be used by-the }olintiVéﬁ.tm'e Operating Company or
CONTRACTOR from a,\D'e‘véE'aﬁment Lease or adjacent concession
area related to the CONTRACT OR, GANOPE shall have the right to
use the excess capacity if ;t desires without any financtal burdens or
operational disadvanta gé t’d the CONTRACTOR or the Jomnt Venture
Operating Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) Cost recovery:
(1) Cost Recovery Petroleum:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement and which was approved by
GANOPE to the extent and out of forty percent (40%) of all Petroleum
produced and saved from all Development Leases within the Area
hereunder and not used in Petroleum operations. Such Petroleum is
hereinafter referred to as "Cost Recovery Petroleum”. |

For the purpose of determunimg the classification of all costs, exp,eﬁ;sé's-.

and expenditures for their recovery, the following terms shall apply; =

(1) "Exploration Expenditures” shall mean all costs and eXpenses 'fbr "
Exploration and the related portion of indirect expenses |
overheads and general expenses.

(i) "Development Expenditures” shall mean all costs af’nd' expeilses
for Development (with the exception of Opexatmg Expenses)
and the related portion of 111d1rect expenses overheads and
general expenses.

(iii) "Operating Expenses" shall mean, " all casts, expenses and
expenditures made after rmtial G@r;ﬁnerci'al Production, which
costs, expenses and expéﬁditu_re‘é‘.;ai‘é not normally deprectable.

However, Operating E}q;ehse.é“ shall inciude work over, repair and
maintenance of assets but shall not mclude any of the followmg:
stdetracking, 1'e-dIiIIing'," anéi'-changing of the status of well plugging
and permanent abandonmef;i; of a well, replacement of assets or part of
an asset, addittons, improvements, renewals or major overhauling that
extend the life of the asset.
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Exploratton Expenditures, Development Expenditures and Operating

Expenses shall be recovered from Cost Recovery Petroleum in the

following manner:

1.

LA

"Exploration Expenditures”, including those accumulated prior to
the commencement of inittal Commercial Production, shall be
recoverable at the rate of twenty five percent (25%) per annum
starting either in the Tax Year in which such expenditures are
incurred and paid or the Tax Year in which tnittal Commerctial
Production commences, whichever 1s the later date.

"Development Expenditures”, including those accumulated prtor
to the commencement of imtial Commercial Production ,shall be
recoverable at the rate twenty five percent (25%) per annum
starting either in the Tax Year in which such expenditures are:

incurred and paid or the Tax Year in which mitial C onunercmi,f’-

Production commences, whichever 1s the later date.

"Operating Expenses”, incurred and paid atter the date of Imt:fai' :
Commercial Production, shall be recoverable either in the Tax.
Year in which such costs and expenses are incutred and pmd or
the Tax Year in which instial C‘ommelcml Pr oductlon OCCUrs,
whichever ts the later date.

If in any Taxable Year ,costs, expenses or expemiltmes recoverable
per paragraphs (1), (2) and (3) pr eceémg, exteed the value of all
Cost Recovery Petroleum for such Tax Yem the excess shall be
carrted forward for recovery in the next succeeding Tax Year(s)

until fully recovered, but in.no.case ‘after the termination of this
Agreement, as to CONTRACT OR.

The recovery of _,costs._a,nei- expenses, based upon the rates referred
to above, shall be éiIOé&ted to each quarter proportionately (one
fourth to each quartez) However, any recoverable costs and
expenses not recovered in one quarter as thus allocated shall be
carried forward for recovery in the next quarter.
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6. Any new mvestments or expenditures during the last four (4) vears
from the obligatton pertod stated in this Agreement shall be excluded
fromitem (1) and (2) above, and shall be recoverable proportionately
over the remaintng available quarters of the Concesston
Agreement period starting from the quarter in which such costs
are incwrred and paid durig the Tax Year, and fill the end date.

(2) Except as provided in Article VII (a) (3) and Article VII (e) (1),

(3)

CONTRACTOR shall each quarter be entitied to take and own all
Cost Recovery Petroleum, which shall be taken and disposed of mn
the manner determined pursuant to Article VII (g). To the extent that
the value of all Cost Recovery Petroleum as determined in Article
VII (c) exceeds the actual recoverable costs and expenditures,
including any carry forward under Article VII (a) (1) (iv), to be

recovered i that quarter, then the value of Excess Cost Recove;__y.-,: :
Petroleum shall be divided between GANOPE and CONTRACTOR" . .

according to production sharing rates. such Excess Cost Recovery
Petroleum shall be paid by CONTRACTOR to GANOPE elther

(i) In cash in the manner set forth in Article IV of the. Accmmtmg-
Procedure contained in Annex "E" or ~

(i1) In kind i accordance with Article VII (a).(3).

Ninety (90) days prior to the commencement of eanh Calendal Year
GANOPE shall be entitled to elect by notice in ‘writing to
CONTRACTOR to require payment of ,A_up.._ﬁ}_'ohe hundred percent
(100%) of all the Excess Cost Recoi?e;;jf" petroleum 1n kind. Such
payment will be in crude oil f10111"°thé"A£ea F.O.B. export terminal or
other agreed delivery potiit promded that the amount of Crude Oil
taken by GANOPE in kmd in & quarter shall not exceed the value of
Cost Recovery Crude Oll actuaﬂy taken and separately disposed of
by CONTRACTOR from the Area during the previous quarter. If
GANOPE's entitlement -.t&; recetve payment of its share of Excess
Cost Recovery Petroleum in kind is limited by the foregoing proviston,
the balance of such entitlement shall be paid in cash.
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(b) PRODUCTION SHARING SPLIT:

(1) The remaining sixty percent (60%) of Petroleum shall be divided
between GANOPE and CONTRACTOR according to the
following shares:

Such shares shall be taken and disposed of puusuant to Articte VII (e).

(i) Crude Oil and Condensate (Quarterly Average):

Crude Oi produced and saved under this Agreement and not used in Pefroleum
operations, Barrel of O1l Per Day (BOPD) (quarterly average).
Qty. BOPD and/or ) More than d5;00{'} More than
: Less than or | BOPD andless | 10,600 BOPD :
equivalent : . Mor
equal to 5,600 than and less than Zt;\fj{i)}loe;hggl)
BOFD or equal to or equal to )
14,000 BOPD | 20,060 BOPD
‘ i Ganope | Contractes| Ganope | Contractor| Ganope | Confractor | Ganope | Contractor i

Brent price USS % % % % % % % %
Lessthan orequal t040USS | 60 | 40 | 61 | 39 | 62 | 38 | 63 - .37
More than 40 US$ and less o XS

61 39 | 62 | 38 | 63 | 37 |:64 | 36
than ot equal te 60 US$ ' : -
More than 60 US$ and less .

62 38 63 37 | &4 36 65 35
than ar equal to 30 US$ ’
More than 8¢ US$ and {ess , .

63 | 37| 64 | 36 | 65 | 35 | 66 | 34
than or equai to 100 US$ " '
Mere than 100 US$ and less N

64 |-.36 03 35 60 34 67 33
than or equal to 120 US$
More than 120 US$ 65 35 66 34 67 33 68 32
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(i) Gas & LPG (Quarterly Average):

For the purpose of production sharing of Gas and LPG and the

purpose of Production bonuses, all quantities of LPG produced shall

be converted mto equivalent quantities of Gas to be added to the

quantities of Gas produced from the Area:

Gas and LPG produced and saved under this Agreement and pof used in Pefroleun
operations (Standard Cubic Feet Of Gas Per Dav (SCFD).
more than 100 | more than 256
Qty. SCFFD Less than or | Million SCFPD |Million SCFPD U
equal to 160 | and less than or |and {ess than or ;{T;e I:CI*FPD
Million SCFPDR| equaltc250 | equal to 500 tHen St
Million SCFPD |Miilion SCFPD
‘ i Ganope | Contractes| Ganope | Contractor| Ganope | Confractor | Ganope | Contractor i
Brent price USS % % % % % % % %
Lessthan orequal tod0USS | 60 | 40 | 61 | 39 | 62 | 38 | 63 4 .37
More than 40 US$ and less o XS
61 39 | 62 | 38 | 63 | 37 |:64 | 36
than ot equal te 60 US$ ' : -
More than 60 US$ and less .
62 38 63 37 | &4 36 65 35
than or equal to 80 US$ ’
More than 8¢ US$ and {ess , .
63 | 37| 64 | 36 | 65 | 35 | 66 | 34
than or equai to 100 US$ " '
Mere than 100 US$ and less N
64 |-.36 03 35 60 34 67 33
than or equal to 120 US$
More than 120 US$ 65 35 66 34 67 33 68 32
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where Brent price upon which shares are divided s the quarterly
average price expressed in U.S. Dollars per barrel for Brent quoted in
"Platts Crude Oi1l Marketwire report”, tn the event that such average
cannot be determined because "Platts Crude Oil Marketwire report”
is not published at all during a month, the Parties shall meet and
agree the value of Brent by reference to other published sowrces. In
the event that there are no such published sources or if the value of
Brent cannot be determined pursuant to the foregoing for any other
reason, GANOPE and CONTRACTOR shall meet and agree on a

value of Brent.

Such Production Shares referred to m Articie VII (b} (1) (1) and (1)
above shall be taken and disposed of pursuant to Article VII (e).

(2) After the end of each contractual year during the term of any Gas N |
Sales Agreement entered into pursuant to Article VIL.(e), GANQPE
and CONTRACTOR (as sellers) shall render to GANOPEQr EGPC
or EGAS (as buyer) a statement for an amount of Ga:s :ff aﬂy eljual
to the amount by which the quantity of Gas of. W}nch GANOPE or
EGPC or EGAS (as buyer) has taken delivery faﬂs below seventy five
percent (75%) of the Contract qua_ntlt;c;_s of Gag as established by the
apphicable Gas Sales Agreement-(the 4""ij;ort:fﬁli"‘), provided the Gas
is avatlable. Within sixty: (76{)..'}1 days of receipt of the statement,
GANOPE or EGPC or EGA'S-» (as buyer) shall pay GANOPE and
CONTRACTOR (as"-'~selk'éz?;§j for the amount of the Shortfall, if any.
The Shortfall shall be in_('fmde:d in GANOPE's and CONTRACTOR's
entittement to Gas pursuant'to Article VII (a) and (b) in the fourth (4%)

quarter of such contractual 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 vears i excess of seventy five
percent (75%) of the contract quantities of Gas as established by the
applicable Gas Sales Agreement, shall be set agamnst and reduce
quantities of Gas in the "Take-or-Pay" account to the extent thereof
and, to that extent, no payrment shall be due in respect of such Gas.
Such Make up Gas shall not be mcluded in CONTRACTOR's
entittement to Gas pursuant to Article VII (a) and (b). CONTRACTOR

shall have no rights to such Make up Gas.

At the end of any Contractual year, if GANOPE and CONTRACTOR ™

as sellers) fail to deliver seventy five percent (75%) of the aniwal- .
( ) ty five percent (75%) o

contract quantity of Gas as defined i the Gas Sales Agleement Wiﬂl |
GANOPE or EGPC or EGAS (as buyer), the d1fference between |
seventy five percent (75%) of the annual Contract: quantkty of Gds
and the actual Gas quantity delivered shall be Iefel‘red to as the
"Deliver- or - Pay Shortfall Gas". GANOPE_Ol EGPC or EGAS (as
buyer) shall have the right to take a quahfit}?f. of Gas equal to
Deliver-or-Pay the Shortfail Gas and such q:t}antlty of Gas shall be
priced at ninety percent (90%) of the Gas puce as defined in the Gas
Sales Agreement. The mechgi.mzsm. for ‘the Deliver- -or-Pay concept
will be determined in the Gas 'S-aiég Agreement.

The percentages set‘fé,ljgh.i;;ii-ﬁftiéle VII (a) and (b) in respect of LPG
produced from a plant c-bllsh'llcted and operated by or on behalf
of GANOPE and CONTKKCTOR shall apply to all LPG available
for delivery.
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(¢) Valuation of Petroleum:
(1) Crude Oil and Condensate:

(1)

2)

The Cost Recovery Crude Oil and Condensate to which
CONTRACTOR 1s entitled hereunder shall be valued by
GANOPE and CONTRACTOR at "Market Price" for each

calendar quarter.

"“Market Price" shall mean the weighted average prices
realized from sales by GANOPE or CONTRACTOR during
the quarter, whichever is higher, provided that the sales to
be used in arriving at the wetghted average(s) shall be sales
of comparable quantities on comparable credit terms in
freely convertible cuirency from F.O.B. point of export
sales to non-affihated companies at arm’'s length under all.
Crude Oil sales contracts then in effect, but excluding Crude-.
Oil and Condensate sales contracts involving barter, and . |

(a) Sales, whether direct or mdirect, through brokers or B
otherwise, of GANOPE or CONTRACTOR Ia any
Affiliated Company. \ o

(b) Sates involving a quid pro quo other than pa'm’ént’ in a
freely convertible currency or motivated in whole or in
part by considerations other than the ustial economic
incenfives for commercial arm's Iengﬂl Crude Oil and
Condensate sales. B

(3) Itis understood that in the cas'é ﬁf “C:LF." sales, appropriate

deductions shall be. 111ade for transport and mmsurance
charges to calcuiate the F. OB. pomnt of export price; and
always taking 1;1to agq.q_;mt the appropriate adjustment for
quality of Cmude .Oil and Condensate, freight advantage or
disadvantage of fao__n: of loading and other appropriate
adjustments, an& Market Price shall be determined
separately for each Crude Oil and Condensate or Crude Oil
mix and Condensate, and for each port of loading.
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(4) If during any calendar quarter, there are no such sales by

GANOPE and/or CONTRACTOR under the Crude Oil and
Condensate sales contracts 1n effect, GANOPE and
CONTRACTOR shall mutually agree upon the Market
Price of the barrel of Crude Oil and Condensate to be used
for such quarter, and shall be guided by all relevant and
available evidence including current prices i freely
convertible currency of leading Crude Oil and Condensate
produced by major Oil producing countries (in the Arabian
Guif or the Mediterranean area), which are regularly sold in
the open market according to actual sales confracts terms
but excluding paper sales and sales promises where no
Crude Oil and Condensate is delivered, to the extent \_ﬂ.l,at_'_ :

such sales are effected under such terms and congditions: .-

(excluding the price} not significantly different from those
under which the Crude Oil and Condensate to be valued "
was sold, and always taking into consideration. appmpuate-
adjustments for Crude Oil and Condensate.quahty, freight
advantage or disadvantage of shkppulg port -and other
appropriate adjustments, as the case-may be, for differences
in gravity, sulphur, and other factors .gg.nerally recognized
by sellers and purchasers, as Ifﬁﬂe'ﬁfed. in Crude Oil and
Condensate prices, transp{ortﬁﬁqﬂ.ﬁiﬁé’fy':'(90) days insurance
premiums, unusual fees borrie by the seller, and for credit
terms in excess of shixtygf"((i('})' days, and the cost of loans or
guarantees granted for the benefit of the sellers at prevailing
interest rates. - o

It 1s the intent of the Parties that the value of the Cost Recovery

Crude Oil and Condensate shall reflect the prevailing market
price for such Crude Oil and Condensate.
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(5) If either GANOPE or CONTRACTOR considers that the
Market Price as determuned under sub-paragraph (2) above
does not reflect the prevatling Market Price or in the event
GANOPE and CONTRACTOR fail to agree on Market Price
for any Crude Oil produced under this Agreement for any
quarter withtn fifteen (15) days after the end thereof, any
party may elect at any time thereafter to submut to a single
arbitrator the question, what single price per barrel, in the
arbitrator's judgment, best represents for the pertinent quarter
the Market Price for the Crude Oil and Condensate i question.
The arbitrator shall make his determination as soon as
possible followmg the quarter in question. His determination
shall be final and binding upon all the parties. The arbitrator
shall be selected 1n the manner described below.

In the event GANOPE and CONTRACTOR fail to agree en~.

the arbitrator within thirty (30) days from the date any party -

notifies the other that it has decided to submit the
determination of the Market Price to an arbitr ator;, such
arbitrator shall be chosen by the appomtmg authonty.
designated in accordance with Article XXIV (e} or’ such
other appointing authority with access to. such expemse as
may be agreed upon between GANOPE andCONTRACTOR,
with regard to the qualifications for arbmatms set forth
below, upon written request of one or both of GANOPE and
CONTRACTOR, and shall be piomptly sent a copy of such
request by one of them to the othel

The arbitrator shall be. as neaﬁy as possible a person with an
established reputatlon m the international Petroleum mdustry
as an expert in pricing and marketing Crude Oil and
Condensate ‘in iﬁtem'a"tibnal commerce. The arbitrator shall
not be a citizen of a'country which does not have diplomatic
refations with any party of this Agreement. He may not be,
at the time of selection, employed by, or an arbitrator or
consultant on a contimung or frequent basts to the American
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Petroleum Institute or the Organization of the Petroleum
Exporting Countries or the Organization of Arab Petroleum
Exporting Countries or a consultant on a contmumg basis to
GANOPE, CONTRACTOR or an Affiliated Company to
any of them, but the past occasional consultation with these
companies, or to other oil companies or agencies or government
agencies, ts not considered a reason for exclusion. The
arbitrator may not be at any time during the past two (2)
vears before selection an employee of any Petroleum
company or of any governiental agency or organization.

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

The arbitrator shall make his determination in accordanc.e N

with the provisions of this paragraph based on the “best
evidence available to him, he will review Oil and Condensate
sales contracts as well as other sales data and iﬁfgﬁmlatidn
but shall be free to evaluate the extent to ‘which any
contracts, data or mformation ts sﬁbstanﬁaﬁéﬂ or pertment,
representatives of GANOPE and CONTRACTOR shall
have the right to consult with the arbitrator and furnish him
written statements, provided the arbitrator may Impose
reasonable limitations on -this rtght GANOPE and
CONTRACTOR each shaIE ¢ooperate with the arbitrator to
the fullest extent and each §hall insure such cooperation of
its trading compatiies. The arbitrator shall be provided
access to Ciudé: Oil and Condensate sales contracts and
related data and information which GANOPE and
CONTRACTOR or’ their trading companies are able to
make available and which in the judgment of the arbitrator
might aid the arbitrator in making a valid determination.
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(6) Pending Market Price Agreement by GANOPE and
CONTRACTOR or determunation 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 GANOPE or CONTRACTOR
should incur a loss by virtue of the temporary continuation
of the Market Price of the previous quarter, it shall promptly
be reimbwrsed such loss by the other party plus simple
interest at the LIBOR plus two and one - half percent (2.5%)
per annum rate provided for in Article IV (f) from the date
on which the disputed amount(s) should have been paid to
the date of payment.

(2) Gas and LPG:
i- The Cost Recovery, Production Shares and Excess Cost Recovery,.

ii-

if any, which is disposed of for local market, according to a Gas-

Sales Agreement between GANOPE and CONTRACTOR '(zasj e
sellers) and GANOPE or EGPC or EGAS (as buyer) entered info -
pursuant to Article VII (e) shall be valued, df:}iveregj "t_o'f".ang.
purchased at a price, which should be agreed up'&m,hémeen'
GANOPE and CONTRACTOR based on technical ‘andeconomic
factors for developing the area (including but not '._Eim’it:ed to water
depth, reservoir depth, the actual exp‘endihfé and expected
mvestments over the Development project hfétlme ”proven and
probable Gas reserves, internal 1'at"é~,o’f:-getui'h on mvestment to
achieve the interests of the paftieS"'agﬁ' the prevailing applicable
Gas price i comparable doncession areas having similar
conditions). Such agreed Gas price shall be stated in the relevant
development lease before, ‘the Minister of Petroleum's approval
according to Article IH(d)(H} |

In case CONTKACTO.R'expons part or all its share of production
shartng of Gas jointly with GANOPE, pursuant to Article VII (e),
such exported Gas shall be valued according to the relevant net
back price.
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ii1- In case CONTRACTOR disposes localiy/solely export part of its
share of production of Gas to third party then the following shall
apply:

a- CONTRACTOR's quantities disposed to the third party, shall
be wvalued based on the agreed price between the
CONTRACTOR and such third party.

b- CONTRACTOR's quantities disposed to GANOPE shall be
valued based on gas price agreed by GANOPE and
CONTRACTOR according to the basis mentioned m above.

1v- In case CONTRACTOR disposes all share of production and
excess cost recovery, if any, of Gas locally/solely export to third
party then the CONTRACTOR's gquantities sold to the third party, .
shall be valued based on the agreed price between the .
CONTRACTOR and such third party. S

v- The Cost Recovery and Production Shares of (LPG) pro.diteéc_"; :
from a plant constructed and operated by or.-on behalf of
GANOPE and CONTRACTOR, shall be sep,a;ﬁ'telf' valped for
Propane and Butane at the outlet of such LPG pl'én't’ according to
the following formula (unless othef‘,ﬁﬂvislez gtg-reéd between

GANOPE and CONTRACTOR):
PLPG = 093 PR
Where

PLPG = LPG price ',g_se;paraféiyf determined for Propane and
Butane) in US Dbfl-lar's per metric ton.

PR = The averagg over a period of a month of the figures
1'ep1'ese11ﬁ.11é"-:1'the mid-point between the high and low
prices in {;S Dollars per metric ton quoted in "Platt's
LP Gas wire" during such month for Propane and
Butane FOB Ex-Ref/Stor West Mediterranean.
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In the event that "Platt's LP Gas wire" is 1ssued on certain days
during a month but not on others, the value of (PR} shall be
calculated using only those issues which are published duwring
such month. In the event that the value of (PR) camnot be
determined because "Platt's LP Gas wire" 1s not published at all
during a month, GANOPE 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 to the foregoing for
any other reason , GANOPE 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 Area. - -

Such valuation of LPG is based upon delivery at the ,déi-iveiy- "
point specified m Articie VII (e) (2) (iur). | .

vi- The prices of Gas and LPG so calculated shall aplz:i}{y.dﬁring:" the

same month.

vii- In case Gas 1s disposed of for '?exf]g}.(.)r't by GANOPE and

CONTRACTOR to a third party, pin's:ita};:gt'to Article VII (e), then
the Cost Recovery, Product,ionk'S}_iéfes% and excess Cost Recovery,

if any, of such Gas shaE.L.bé;i;fa;I:ueii according to the net back price.

viii- The Cost Recovery, Production Shares and excess Cost

Recovery, if any, of L’PGltjl,isposed of for export by GANOPE and
CONTRACTOR pursuant to Article VII (e) shall be valued at its

actual realized price.
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(d) Forecasts:

Joint Venture Operating Company shall prepare (at least mnety (90)
days prtor to the beginning of each calendar semester following first
regular production) and submtt a written forecast to CONTRACTOR
and GANOPE setting out a total quantity of Petroleum which Joint
Venture Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester, in accordance
with proper applicable practices in petroleum industry.

Joint Venture Operating Company shall endeavor to produce the
forecasted quantity during each calendar semester, and it should

convey the Crude Oil to storage tanks or marine shipping facilities

that are constructed, maintamed and operated according to the .
GOVERNMENT Regulations, and where crude oil is measured in. -

metric or measured by other methods for the purpose of caloulatmg_; :
the royalty, and other purposes required by this Agreement. Gas shaH..
be handled by Joint Venture Operating Company m_._ac_c{)ﬁdanee with
the provisions of Article VII (e}. o

(e) Disposition of Petroleum: | )
(1) With respect to Crude Oil and Condensate produced from the Area:

GANOPE and CONTRACTOR shall “have the right and the
obligation to get the whole Crude 01} ,afid Condensate which they
deserve and freely export é‘t"ﬁd "dié‘po'sé of separately on a regular basts
according to Altlcle VII-(a) and {b). CONTRACTOR shall have the
right to remit and retain abz oad all funds acquired by 1t including the
proceeds from the sale of i its share of Petroleum, and provided that it
has paid the amounts due to6 GANOPE under Article VII (a) (2) and
Article IX.
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Notwithstanding anything to the contrary under this Agreement,
priority shall be gtven to meet the requirements of the A.R.E. market
from CONTRACTOR's share under Article VII (a) & (b) of the
Crude Oil and Condensate produced from the Area and GANOPE
shall have the preferential right to purchase such Crude Oil and
Condensate at a price to be determined pursuant to Article VII (c).
The amount of Crude Oil and Condensate so purchased shall be a
portion of CONTRACTOR's share mnder Article VII (a) & (b). Such
amount shall be proporttonal to CONTRACTOR's share of the total
production of Crude Oil and Condensate from the concession areas
in the A R.E. that are also subject to GANOPE's preferential right to
purchase. The payment for such purchased amount shall be made by
GANOPE in U.S. Dollars or in any other freely convertible currency
remittable by CONTRACTOR abroad.

It is agreed upon that GANOPE shall notify CONTRACTOR, .ate.,'_ A

least forty-five (45) days prior to the begmmning of the Calei’;daf--

Semester, by the quantity to be purchased during such semester
under this Article VII (e) (1). |

(2) With respect to Gas and LPG produced from the Area: |
i- Priority shall be given to meet the requirements of 'i:h_e local market
as determined by GANOPE, taking into (_;OilSidCl‘éﬁOll “ the
following cases: | "

- In case CONTRACTOR elects to dtspose alI or. palt of its share
of production sharing Gas by itself, te local Tnarket to third party
other than GANOPE or EGPC or EGAS CONTRACTOR shall
submit an application to GAN OP‘E oL EGPC or EGAS to obtain
the Minsster of Petroleum's approval on (Gas quantities, price
and provisions of Gas’ SaIes Agreement of such Gas.

- In case CONTRAC TOR ot GANOPE and CONTRACTOR
export Gas, they sho}lid .obtain the Minister of Petroleum's
approval on the pl'iée,aﬂd quantities allocated for export.

- In case GANOPE of GANOPE and CONTRACTOR export
LPG, they should obtain the Mintster of Petroleum's approval on
the price and quantities allocated for export.
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it- In the event that GANOPE or EGPC or EGAS 1s to be the buyer
of Gas, the disposition of Gas to the local markets as indicated
above shall be by virtue of long term Gas Sales Agreements to be
entered mto between GANOPE and CONTRACTOR (as sellers)
and GANOPE or EGPC or EGAS (as buyer). GANOPE and
CONTRACTOR (as sellers} shall have the obligation to deliver
Gas fo the following point where such Gas shall be metered for
Sales, royalty, and other purposes required by this Agreement:

(a) In the event no LPG plant is constiucted to process such Gas,
the delivery point shall be at the flange connecting the Lease
pipeline to the nearest point on the National Gas Pipeline Gnd |

System as depicted in Annex "F" hereto or as otherwise ag-igé&--

by GANOPE and CONTRACTOR.

(b) In the event an LPG plant ts constructed to plfgcesé §t1e_}i1..f.:,(}as;.
such Gas shall, for the purposes of valuation and saie‘s be
metered at the outlet to such LPG Plant, However,
notwithstandmg the fact that the 111etél_fli11g; shall take place at
the LPG Plant outlet, CONTRACTOR sl;iaﬁ:ﬁnmiéh the Joint
Venture Operating Company bmld éi,“'pi.peline suitable for
transport of the processed Gas fr{}mthe LPG Plant outlet to the
nearest point on the National. Gas Pipeline Grid System as
depicted i Annex ffF"’ here{a, or otherwise agreed by GANOPE
and CONTRACT ORSuch pipeline shall be owned in accordance
with Article VIII (a) by ‘GANOPE, and its cost shall be financed
and recovered by CGNTRACT OR as Development Expendrtures
pursuant to Article VII.
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iit- GANOPE and CONTRACTOR shall consult together to determine
whether to butld an LPG plant for recovering LPG from any Gas
produced hereunder. In the event GANOPE and CONTRACTOR
decide to build such a plant, the plant shall, as is appropriate, be in
the vicinity of the point of delivery as determined m Article IT 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 plant. The costs of any such LPG plant shall be recoverable
i accordance with the provisions of this Agreement unless

otherwise agreed upon by the Minister of Petroleum.

1v- GANOPE or EGPC or EGAS (as buyer) shall have the optmn tb’:t’;_
elect, by ninety (90} days prior written notice to GANOPE .a.I_deL " B
CONTRACTOR (as sellers),whether payment for the Gés!véfhich
is subject to a Gas Sales Agreement between GANOPE and.
CONTRACTOR (as sellersy and GANOPE or EGPC 01' EGAS (as
buyer} and LPG produced from a plant canstmeted and operated
by or on behalf of GANOPE and QOl'\_T.RACTOR, as valued m
accordance with Article VII (¢), and to .W}iiélh CONTRACTOR is
entitted under the Cost ,Re'é'eﬂ}e:r_yi and Production Sharing
provisions of Article VH, of t;hts Agreement, shall be made (1) in
cashor 2) inkind. |
Payments tn cash shaH be made by GANOPE or EGPC or EGAS
(as buyer) at mtervals plowded for tn the relevant Gas Sales Agreement

in .S, Dollars, remittable by CONTRACTOR abroad.
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Payments in kind shall be calculated by converting the value of
Gas and LPG to which CONTRACTOR is entitled mto equivalent
barrels of Crude Otl to be taken concwrently by CONTRACTOR
from the Area, or to the extent that such Crude O1l is insufficient,
Crude Oil from CONTRACTOR's other concession areas or such
other areas as may be agreed. Such Crude Oil shall be added to
the Crude Oil that CONTRACTOR is otherwise entitled to lift
under this Agreement. Such equivalent barrels shall be calculated
on the basts of the provisions of Article VII (¢} relating to the
valuation of Cost Recovery Crude Oil.

Provided that:

aa. Payment of the value of Gas and LPG shall always be made
cash i U.S. Dollars remittable by CONTRACTOR abroad ,t.o.,:_ 4

the extent that there is insufficient Crude Oil available. for-

conversion as provided for above.

bb. Payment of the value of Gas and LPG shall always be. nia‘de m "
kind as provided for above to the extent that payments m cash‘-
are not made by GANOPE.

Payments to CONTRACTOR (whether in gash or i(md) when
related to CONTRACTOR's Cost Recoveiy Petroleum, shall
be mcluded m CONTRACTOR's Statelﬁenf of Recovely of
Costs and of Cost Recovery Petr ofemn refened to i Article IV
of Annex "E" of this Agr eement

v- The proceeds of sale ofCONTRACTOR's share of Gas and LPG

disposed of pursuant to the- élﬁb‘le (VID) e 2 may be freely remitted
or retained abroad by CONI‘RACTOR

vi- In the event GANOPE and CONTRACTOR agree to accept new

Gas and LPG producers to join in an ongoing export project, such
producers shall have to contribute a fair and equitable share of the
investment made.
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vii- CONTRACTOR shall not be obligated to swurender a Development
Lease based on a Commercial Discovery of Gas, tf Crude Oil has
been discovered in commercial quantities in the same Gas
Development Lease but CONTRACTOR shall stwrender its rights
of such Gas reserves which were not produced and disposed as
stated m the second paragraph of Article ITI{e}.

(f) Operations:

If following the reversion to GANOPE of any rights to Crude Oil
hereunder, CONTRACTOR retams rights to Gas i the same
Development Lease, or if, following swrrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Oil in the same
Development I.ease, operations to explore for or exploit the

Petroleum, the rights to which have reverted or been surrendered (Oif--,
or Gas as the case may be) may only be carried out by Joint Venture *

Operating Company which shall act on behalf of GANOPE alone,. N |
unless CONTRACTOR and GANOPE agree othe1w1se o

(g) Tanker Scheduling: o |
GANOPE and CONTRACTOR shall meet, p1'i01' to the: céﬁmiéhceﬁient
of Commerctal Production, and agree upOII a- plocedme for
scheduling tankers hifting from the agr eed upon pomt of export.

ARTICLE VIII
TITLE TO ASSEIS
(@) GANOPE shall become the omel ef dll CONTRACTOR acquired

and owned assets which asse.t_s Wﬁle charged to Cost Recovery by

CONTRACTOR 1n conne.ct_if{}f‘i with the operations carried out by

CONTRACTOR or .T'Oint"V'énﬁire Operating Company tn accordance

with the following: -

1. Land shall become the property of GANOPE as soon as it is
purchased.
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2. Title to fixed and movable assets shall be transferred automatically
and gradually from CONTRACTOR to GANOPE as they become
subject to recovery m accordance with the provisions of Article
VII: however the full title to fixed and movable assets shall be
transferred automatically from CONTRACTOR to GANOPE when
its total cost has been recovered by CONTRACTOR in accordance
with the provisions of Article VII or at the time of termination of
this Agreement with respect to all assets chargeable to the

operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar quarter
shall be commumicated by CONTRACTOR to GANOPE or by

Jomt Venture Operating Company to GANOPE and CONTRACTOR
within thirty (30} days of the end of each calendar quarter. L

3. All samples and techmcal data shall be transferred to GANOPE -
upon GANOPE 's request or at the termination of the Agl eement

(b} During the term of this Agreement and the Ienewal penod(s) |
GANOPE, CONTRACTOR and Joint Venture Operatmg Company
are enfitled to the full use and enjoyment o’f aIE---'ﬁXed and movable
assets referred to above in connection Wlﬂl opelatmns hereunder or
under any other Petroleum concession Agxeement entered into by the
Parties. Proper accounting adj.ust;[__nent shall be made.
CONTRACTOR and GANOPE inaLI_f_“I;iqt.. dispose of the assets except

upon therr mutual Agr eement

(c) CONTRACTOR and J omt Venmre Operating Company may freely
import into the A R.E.. use therein and freely export at the end of
such use, machinery and.’ éQ11i;p111e11t whitch they etther rent or lease in
accordance with good indﬁéﬁy practices, including but not limited to

the lease of computer hardware and software.
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(a)

(b)

(c)

ARTICLE IX
BONUSES
CONTRACTOR shall pay to GANOPE an unrecoverable U.S.

Dollars bonus for retaiming "the Area subject to relinquish to be
mutually agreed upon its vatue between CONTRACTOR and GANOPE
in case CONTRACTOR retains an "Area subject to relinquish”
according to the provisions of Article V of this Agreement, upon the

Mimster of Petroleum approval for such request.

CONTRACTOR shall pay to GANOPE the sum of five nullion U.S.
Dollars ($5,000,000) as first extenston bonus for the development

lease upon the approval of the Minister of Petroleum for the.

CONTRACTOR to enter the first extenston period of five (5):yé'z3rsf. a
in accordance with Article III paragraph (d) (i11) (bb). | '
CONTRACTOR shall pay to GANOPE the sum of five de;{mUS -
Dollars ($5,000,000) as second extension bonus for the déVéIopfheht
lease upon the approval of the Ministef of Péﬁ*@léfﬁn for the
CONTRACTOR to enter the second extensmn perlod of five (5)
years in accordance with Article III paraglaph (d) (111) (bb).

() CONTRACTOR/ CONTRACTOR Member shall pay to GANOPE

the sum of two hundred thous‘and . S Dolla1s ($200,000), in case
CONTRACTOR or CONTRACT OR Member assigns in whole or in
part of its rights, pnwleges duties and obligations to an Affiliated
Company of the same. CONTRACTOR/CONTRACTOR Member,
on the date of the Minist-er '6f Petroleum approval of each assignment

request.
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(e) CONTRACTOR / CONTRACTOR Member shall pay to GANOPE

as

an Assignment Bonus on the date of the Minister of Petroleum

approval of each assignment requested by any of the CONTRACTOR
Members to any assignee, pursuant to Article XXI, as follows:

1- Durtng any Exploration period (as it may be extended), CONTRACTOR /

CONTRACTOR Member asstgns m whole or in part of its rights,
privileges, duties and obligations to any assignee (other than an
Affihkated Company of the same CONTRACTOR / CONTRACTOR
Member}, CONTRACTOR / CONTRACTOR Member shall pay to
GANOPE the sum equivalent to ten percent (10%) valued 1n U.S.
Dollars of the total financial commitment of the then current
Exploration period during which the assignment i1s made and
accordmg to the assigned percentage.

Duwring the Development period or its extensions, in ¢ase
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 game
CONTRACTOR / CONTRACTOR Member), COI\I‘RACTOR /
CONTRACTOR Member shall pay to GANOPE .the sum
equivalent to ten percent (10%), valued in U.S. Dotllars, of the value
of each assignment deal which could be any of the following:

» The financial value to be paid by the Assxgﬂee to the Assignor;
or | |

* The fmancial commitments for te,(.fhnifea\l programs / Development
plan; or R

* The financial value of thé re's'er\?es to be swapped between the
Assignor and the Asmgnee 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- During any Exploration phase and after a Development Lease 1s
granted, in 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 GANOPE the sum value, in

{.S. Dollars, as mentioned in 1- and 2- above.

(F) CONTRACTOR shall pay to GANOPE at the beginning of every
Fmancial Year during any of the Exploration pertods an amount
equal to fifty thousand U.S. Dollars ($50,000) as a traming bonus for
the tramning of GANOPE employees i departments of Agreements,.
Exploration, Production and Financial Control Foreign and J’oinf[.“ .
Venture companies. CONTRACTOR shall also pay fifty thousand U,
Dollars ($50,000)as a traimmng bonus for the traimng of GANOPE
employees from other departments with a total amount of one
hundred thousand U.S. Dollars ($100,000) or pavy f{:n_'. thf: prorated

amount due for the reminder of the Financial Year.

(zg) CONTRACTOR shall pay to GANOPE at the begmnmg of every
Fiancial Year during any of the Deye[‘opmgntfﬁeriods an amount
equal to fifty thousand U.S. Dollas ($50909) as a trammung bonus for
the training of GANOPE employees it éép%ilﬁilellts of Agreements,
Exploration, Production and Fmanczal Control for Foretgn and Jotnt
Venture compantes. CONTRAGTOR shall also pay fifty thousand
United States Dotlars ($50,{)0(}) és a traintng bonus for the training of
GANOPE employees ﬁbiﬁ _o‘ther departments with a total amount of
one hundred thousand U.S. Dollars ($100,000) or pay for the

prorated amount due for the reminder of the Financial Year.
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(h) CONTRACTOR shall pay to GANOPE as a Development lease Bonus
the sum of one hundred thousand U.S. Dollars ($100,000} for each
Development block (1°%1°) or (division of Development block (1X17)

upon the approval of each Development Lease.

(1) CONTRACTOR shall pay to GANOPE as a Cumulative Production
bonus the sum of one hundred thousand U.S. Dollars ($100,000)
every tume the total Cumulative Production from the Area exceeds by
ten mitlion ($10,000,000) equivalent Barrels. Payment will be made
within fifteen (13) days thereafter.

(D) All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR. |

(K) In the event that GANOPE elects to develop any part of the Areé;'
pursuant to the sole risk provistons of Article I1I (¢) (IV),.pl'oduet;(f}n
from such sole risk Area shall be considered for the ptuposgS""ﬁi;f this
Article IX only if CONTRACTOR exercises its option te '~S§i"a_1je n
such production, and only from the mitial date of s_h-azj_ing.‘

(L) Gas shall be taken into account for purposes of 3étier.m;in_ing the total
average daily production from the Area umder Article X (1) by
converting daily Gas delivered into e@ﬁfé&bﬁtﬁ;b&nels of daily Crude
Oil production in accordance with "[hge"-fgi}-owing' formula:
MSCFxHx0.167 = equiﬁé}éi;t .b'.an‘éls' of Crude O1l

Where L ., |
MSCF =one thousandi Standard Cubic Feet of Gas.

H = the number of million British Thermal Units (BTU’s per
MSCEF).
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ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall maintain an office in A.R.E. at which notices by

all notifications and correspondence correctly and validly produces its

legal effects when sent to that office.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all local
written directions given to them by the Government or its representatives
under the terms of this Agreement. All lawful regulations issued or
hereafter 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 a‘re.

delivered to the office of the General Manager or which are sent to him
by registered mail to CONTRACTOR’s office inthe A.R.E. |

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

delivered to the office of the Chairman of GANQPE or whiéﬁ-are sent to

him by registered mail at GANOPE’s main office in Ch}rﬁ.j "

ARTICLEXI - =

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Joint Venture Operating Compaﬁy shaﬁ take éll proper measures,
according to generally acééptf:a methods in use in the Oil and Gas
industry to prevent loss or waste of Petroleum above or under the
ground m any form - durmg drilling, producing, gathering, and
distributing or storage operations. The GOVERNMENT has the right
to prevent any operation oil any well that i1t might reasonably expect

would result in loss or damage to the well or the O1l or Gas field.
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(b) Upon completion of the drilling of a productive well, Joint Venture

Operating Company shall inform the GOVERNMENT or its
representative of the ttme when the well will be tested and the

production rate ascertained.

(¢) Except in tnstances where multiple producing formations m the same

well can only be produced economically through a single 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.

(d) Joint Venture 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 GOVERNMENI’
or its representative on the special forms provided for that pmpose
within thirty (30} days after the data are obtailled..'Dail}f 6i'iVeekly
statistics regarding the production from the Area shall ,be.}available at
all reasonable times for examination by authdri..iéégifepre\sentatives of
the GOVERNMENT. T

Daily drilling records and the graphic I§g3~'<}f wells must show the
quantity and type of cement and the .=.gﬁ_‘rh'0unt of any other materials
used in the well for the pur—pps'.elef | protecting Petroleum, Gas bearing

or fresh water strata::

Any substantial change of mechanical conditions of the well after its

completion shall be subject to the approval of the representative of

the GOVERNMENT.
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(a)

(b)

ARTICLE XII
CUSTOMS EXEMPTIONS
GANOPE, CONTRACTOR, and Jomnt Venture Operating Company

shall be permttted to import and shall be exempted from customs
duties, any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 234 of 1993 issued by the Mmister of
Fimance, as now or hereafter amended or substituted} of any nature
and from the importatton rules with respect to the importation of
machinery, equpment, appliances, materials, items, means of
transport and transportation (the exemption from taxes and duties for
cars shall only apply to cars to be used in operations), electric
appliances, atr conditioners for offices, field housing and facilities,
electronic appliances, computer hardware and software, as well 'a'sf'. .'
spare parts required for any of the imported ttems, all subjeét toa .
duly approved certtficate issued by the responstble 1'epresentat-i§-e..
nominated by GANOPE for such purpose, which states.that the
imported items are required for conducting the operations pursuant to
this Agreement . Such certificate shall be final and.bin&ing and shall
automatically result in the importation and. the ¢§g¢zjiption without
any further approval, delay or procedure. | |

Machinery, equipment, appliances and .m'e'aﬁs of transport and
transportation imported by GANOPE 5, CONTRAC TOR’s and Joint
Venture Operating Company’s CONT RAGTORs and sub-CONTRACTORs
temporartly engaged in any acttmty pmsuant to the operations which

are the subject of this Agreement, shall be cleared under the
"Temporary Release Syét‘éin" without payment of customs duties,
any taxes, levies or fees (including fees imposed by Ministerial
Decision No. 254 of 1993 issued by the Minister of Finance, as now

or hereafter amended or substituted) of any nature, upon presentation
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of a duly approved certificate 1ssued by a GANOPE responsible
representative nominated by GANOPE for such purpose which
states, that the imported items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not to
be used in operations) set out in Article XII (a) mmported by
GANOPE’s, CONTRACTOR’s and Jomt Venture Operating
Company’s CONTRACTORSs 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 m Article XII (a)
after being duly certified by a GANOPE responsible representative

to be used for conducting operations pursuant to this Agreement.
(¢) The expatriate emplovees of CONTRACTOR, Joint Venture Opel'ziﬁﬁg-", B ..'
Company and thetr CONTRACTORs and sub—CONTRACTORs; I
shall not be entitled to any exemptions from customs duties and othef
ancillary taxes and charges except within the lmits ef the?fq.ﬁi@éibns
of the laws and regulations applicable m the A R.E. HO\.#GVCI.‘,:i)él"SOnal
household goods and furnitwre (including ong _"ﬁ(:l)' | pél‘) for each
expatriate employee of CONTRACTOR and/ Qr..TQint;;lemre Operating
Company shall be cleared under the "Tempcraly Release System"
(without payment of any customs d_l_ttie,_s;l.anc'i other ancillary taxes)
upon presentation of a letter to "fhf; appropriate customs authorities by
CONTRACTOR or Joint Venttm: Opel'atillg Company approved by a
GANOPE 1'esp011sibie’ f:épré'séiltative that the mmported items are
imported for the sole uéé' .(::_m_f A't;he expatriate employee and his family,
and that such imported itérﬁs shall be re-exported outstde the A R.E.

upon the repatriation of the concerned expatriate employee.
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(d) Items imported into the A.RE. whether exempt or not exempt from

()

custom duties and other ancillary taxes and charges hereunder, may
be exported by the tmporting party at any time after obtaining
GANOPE’s approval, which approval shall not be unreasonably
withheld, without any export duttes, or any taxes or charges from
which such items have been already exempt, being applicable. Such
items may be sold within the A R.E. after obtaining the approval of
GANOPE 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 items and the tariff applicable on the

date of sale, umnless such items have already been sold to an Affiliated:

Company of CONTRACTOR, if any, or GANOPE, having the samg.

exemption, or wnless title to such items (excluding cars not used in
operations) has passed to GANOPE.

In the event of any such sale under this paragraph ({i), théf_preoceeds
from such sale shall be divided in the following malmerr:.CONIRACTOR
shall be entitled to reimbursement of its unrec_over;.eé ,'.é'ost, if any, m
such items and the excess, if any, shall be paid to ‘IGANOPE.

The exemption provided for in Asticle X1 Ca.j.éhall not apply to any
mmported items when items of the same or substantially the same
kind and quality are manufactm ed I@caﬂy meeting CONTRACTOR’s
and/or Joint Venture Opelatmg Company s specifications for quality
and safety and are avalllablel for tumely purchase and delivery in the
A.R.E. at a price not higliér_ than ten percent (10%) of the cost of the
mported item, before custom duties but after freight and msurance

costs, 1f any, have been added.
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(f) CONTRACTOR, GANOPE and their respective buyers shall have the

(a)

right to freely export the Petroleum produced from the Area pursuant
to this Agreement; no license shall be required, and such Petroleum
shall be exempted from any custom duties, any taxes, levies or any

other mmposts 1n respect of the export of Petroleum hereunder.
ARTICLE XHI

BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS

GANOPE, CONTRACTOR and Joint Venture Operating Company

shall each maintain at their business offices in the A.RE. books of
account, m accordance with the Accounting Procedure m Annex "E"

and accepted accounting practices generaily used in the Petroleum

industry, and such other books and records as may be necessary to. . |

show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved -her&un&éﬁ.
CONTRACTOR and Jomt Venture Operating Company shall keep
their books of account and accounting records m Umte&i States
Dollars. Joint Venture Operating Company shall | fumrsh to the
GOVERNMENT or 1ts representatives 111011ﬂ“1]y"1;¢f1:&h§s showing the
amount of Pefroleum produced and saved: hereﬂﬁdel'. Such returns
shall be prepared in the form 1'equi1'ed.\.by'ﬂ;é:.GjOYERNI\/[ENT, or 1ts
representative and shall be signed by the Génei'al Manager or by the
Deputy General Manager or & duly’ éi;,eéiénated deputy and delivered
to the GOVERNMENT .or it-,sz.':,épi'esentative within thirty (30) days

after the end of the m'o;}th ..d;‘éVer'ed in the returns.

(b) The aforesaid books of a.c'c.ou‘nt and other books and records referred

to above shall be availablé at all reasonable times for inspection by
duly authorized representatives of the GOVERNMENT.
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(c)

(a)

CONTRACTOR shall submit to GANOPE a Profit and Loss
Statement of its 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 Petrolewn operations under this Agreement for such
Tax Year. CONTRACTOR shall at the same time submit a year-end
Balance Sheet for the same Tax Year to GANOPE. The Balance
Sheet and financial statements shali be certified by an Egyptian
certified accounting firm.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION
CONTRACTOR and/or Joint Venture Operating Company shall
prepare and, at all ttmes while this Agreement ts m force, maintain
accurate and cwrrent records of its operations in the Area.

CONTRACTOR and/or Jomt Venture Operatmg Company shall
furnish the GOVERNMENT or its representative, in conformity with

applicable regulations or as the GOVERNMENT or its representatives, *.

in accordance wtth sound and accepted petroleum industry practices,
may require information and data concerning its operations under
this Agreement. Joint Venture Operating Company will perferm the
functions indicated m this Article XIV accordance WIth its role 4s
specified in Article VI.

(b) CONTRACTOR and/or Joint Venture Operating. Cempany shall save

and keep for a reasonable period of time a representative portion of
each sample of cores and cuttings taken frony drilling wells, to be
disposed of, or forwarded to the - GOVERNMENT or its
representative in the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR. and/or Joint Venture Operating
Company for their own pmp'oses shall be considered available for
mspection at any 1easonabie ’t}me by the GOVERNMENT or its
representatives. : :

(¢c) Unless otherwise agleed to by GANOPE, in case of exporting any

rock samples outside A.R.E., samples equivalent in stze and quality
shall be, before such exportation, delivered to GANOPE as
representative of the GOVERNMENT.
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(d) Originals of records can only be exported with the permission of
GANOPE; provided, however, that magnetic tapes and any other
data which must be processed or analyzed outside the A R.E. may be
exported 1f a momtor or a comparable record, if available, 1s
matntatned m the A.RE. and provided that such exports shall be
repatriated to AR E. promptly following such processing or analysis
on the understanding that they belong to GANOPE.

(e) During the pertod CONTRACTOR 1s conducting the Exploration
operations, GANOPE’s duly authorized representatives or employees
shall have the night to full and complete access to the Area at all
reasonable times with the rnight to observe the operations being
conducted and to inspect all assets, records and data kept by
CONTRACTOR. GANOPE’s representative, in exercising its rights
under the preceding sentence of this paragraph (e), shall not interfere

with CONTRACTOR’s operations. CONTRACTOR shall provide
GANOPE with copies of any and all data (including, but not limited ~.

to, geological and geophysical reports, logs and well swrveysy
information and interpretation of such data, and other mfonnatlan n
CONTRACTOR s possession. .'
For the purpose of obtaining new offers or carrying out regional
studies, the GOVERNMENT and/or GANOPE shall after-the end of
the first Exploration pertod, show any other pa'rfy “pon- interpreted
bastc geophystcal and geological data with Iespect to the original
Area unless CONTRACTOR agrees toa sho1te1 penod
ARTICLEXV
RESPONSIBILITY FOR DAMAGES
CONTRACTOR shall entirely and: solely be responsible in law towards
third party for any damage caused by CONTRACTOR’s Exploration and
development operations and sha [1indemnify the GOVERNMENT and/or
GANOPE against all damﬁ'ge"s for which they may be held liable on
account of any such operatiens. CONTRACTOR should respect and
adhere to all current and future laws and decrees of environment and
antiquities 1ssued and applied in Arab Republic of Egypt.
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However, any damage resulting from issuing any order, regulation or
direction of the GOVERNMENT of the Arab Republic of Egypt whether
i the form of a law or otherwise, GANOPE and/or CONTRACTOR
shall be exempted from the responsibility of non-performance or delay of
any obligation hereunder, m consequence of issuing these orders, regulations
or directions in the limitation of mmposing these orders, regulations or
directions. GANQPE and/or CONTRACTOR shall be granted the
necessary period 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
and shall not exceed the period of delay referred to above.

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 Oper,atipﬁs..', B .'

conducted thereon. Such representatives may examine the books,
registers and records of GANOPE, CONTRACTOR and Jomt Venture
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 entitted to make reasonable use of the machinety and
mstruments of CONTRACTOR or Joint Venture Operating Company on
the condition that no danger or impediment to the operations hereunder
shall arise directly or indirectly from such use. Such, representatives shatl
be given reasonable assistance by the agents and employees of
CONTRACTOR or Joint Venture Operating C(}mpany so that none of the
activities shall endanger or hinder the -safety or efficiency of the
operations. CONTRACTOR or Joint Venfure Operating Company shatl
offer such representatives all pnvzleges and facilities accorded to its own
employees in the field and shall pwv:de them, free of charge, the use of
reasonable office space and of. aéequately furnished housing whtle they
are in the field for the purpose of facilitating the objectives of this
Article. Without prejudice te Arficle XIV (e) any and all information
obtained by the GOVERNMENT or its representatives under this Article
XVI shall be kept conftdential with respect to the Area.
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ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL
(a) It 1s the desire of GANOPE and CONTRACTOR that operations

hereunder be conducted m a business-like and effictent manner:

1. The expatrate administrative, professional and technical personnel
employed by CONTRACTIOR or Joint Venture 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 Mimsterial Order
No.81800of 1996 as amended, and CONTRACTOR. agrees that all

immigration, passport, visa, wages and salaries and employment .

regulations of the A.R.E., shall be applicable to all Egyptiahs and
alien employees of CONTRACTOR working in the A R.E.

2. A munimum of twenty-five percent (25%) of the c_p'mbméd_“ saianes
and wages of each of the expatriate admimsn'atiw*é,profééﬁfoha_l and
technical personnel employed by CONTRACTOR or Joint Venture
Operating Company shall be paid monthly in Egyptlan Currency.

(b) CONTRACTOR and Joint Venture QOperating :-Coi'llpany shall each
select tts employees and determine the iniﬁriberfihgreoﬁ to be used for

operations hereunder. | o o

(¢c) CONTRACTOR shall aftél;"céiris__tﬂtation with GANOPE, prepare and
carry out specialized U'a'i.mﬁg--érogl'allls for all its A R.E. Employees
engaged m opel'atioiis hereundel with respect to applicable aspects of
the Petroleum mdustry. CQN’{RACT OR and Joint Venture Operating

Company undertake to replace gradually their non-executive expatriate

staff by qualified nationals as they are available.
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(d) During the Agreement duration, CONTRACTOR shall give mutually

agreed numbers of GANOPE employees an opportunity to attend and
participate m CONTRACTOR’s and CONTRACTOR’s Affiliated
Compamnies traming programs relating to Exploratton and Development
operations, with annual total cost one humndred thousand U.S. Dollars
($100,000) In the event that the total cost of such programs is less
than one hundred thousand U.S. Dollars ($100,000) in any Financtal
Year during such period, CONTRACTOR shail pay GANOPE the
amount of the shortfall within thuty (30) days following the end of
such Financtal Year. However, GANOPE shall have the right that
satd amount one hundred thousand U.S. Dollars ($100,000) allocated
for training, be paid directly to GANOPE for such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Jomt Venture Operating Company shall be

(b)

subject to Law No. 66 of 1953 for Mines and Quairies (excindmg
Article 37 thereof) and its amendments and the Iegulatro;,l_s issued for
the implementation thereof, including the regulations for the safe and
efficient performance of operations carried out fer the execution of
this Agreement and for the conservation "of':thg Petroleum resources
of the ARZE. Provided that no 1'eg111.étiens, or modification or
interpretation thereof, shall be connazy to or inconsistent with the

provistons of this Agr eement

CONTRACTOR and J Gmt Ventme Operating Company shall be
subject to the p10v1510115 -(;sf _.the Law No. 4 of 1994 concerning the
environment and its exec;ﬁtive regulation as may be amended, as well
as any laws or regulations imay be issued , concerning the protection

of the enviromment.
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(©)

(d)

Except as provided in Article III (g) for Income Taxes, GANOPE,
CONTRACTOR and Jomt Venture Operating Company shall be
exempted from all taxes and duftes, whether imposed by the
GOVERNMENT or munictpalities including among others, Sales
Tax, Value Added Tax and Taxes on the Exploration, Development,
extracting, producing, exporting or transporting of Petroleum and
LPG as well as any and all withholding taxes that might otherwise be
imposed on dividends, interest, techntcal service fees, patent and
trademark royalties, and smmilar items. CONTRACTOR shall also be
exempted from any tax on the liquidation of CONTRACTOR, or
distributions of any imcome to the shareholders of CONTRACTOR,
and from any tax on capital.

The rights and obligations of GANOPE and CONTRACTOR
hereunder, and for the effective term of this Agreement shall be
governed by and in accordance with the provistons 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.

(e} The CONTRACTORs and sub-CONTRACTORSs of C ONTRACTOR

()

and Joint Venture Operating Company shall be Subjeet tg ‘the
provisions of this Agreement which affect them. Insofar #s all
regulations which are duly tssued by the GOVBRNMENT apply
from time to time and are not in accord with the provisions of this
Agreement, such regulations shall not apply to. CONTRACTOR,
Joint Venture Operating Company and ‘their respective
CONTRACTORs and sub-CONTRACTORs, as the case may be.
GANOPE, CONTRACTOR, Joint Venture Operating Company and
their respective CONTRACTORs and sub-CONTRACTORs shall
for the purposes of this Agreement be éxempted from all professional
stamp duties, imposts and levies imposed by syndical laws with
respect to their documents ail'd activities hereunder.

(g) All the exemptions from the apphcatlon of the A R.E. laws or regulations

granted to GANOPE, CONTRACTOR, the Joint Venture Operating
Company, their CONTRACTORs and sub-CONTRACTORs under
this Agreement shall include such laws and regulations as presently
in effect or hereafter amended or substituted.
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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 interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the A RE. the proceeds from sales of CONTRACTOR’s Petroleum,
CONTRACTOR shall notify GANOPE of the subject legislative or
regulatory measure and also the consequent effects upon issuing
[egislation or regulation which has an tmpact on the stabilization. In such
case, the Parties shall negotiate possible modifications to this Agreement

designed to restore the economic balance thereof which existed on the |
Effective Date. The Parties shall use their best efforts to agree on -

amendments to this Agreement within ninety (90) days from afo_res.aid"
notice. These amendments to this Agreement shall not m agy? éve_nt
diminish or increase the rights and obligations of CONTRACT OR as
these were agreed on the Effective Date. In case of the parties® faiture to
solve the disputes, Article XXIV of this Agreement shall be épplied.
ARTICLEXX
RIGHT OF REQUISIT.IOT}'?" |
(a) In case of national emergency due to war or imminent expectation of
war or internal causes, the GOVERNMENT has the right to requisite
all or part of the pl'odllctipﬁffifoni the Area obtained hereunder,
without any objection ﬁmnthe CONTRACTOR or the Joint Venture
Operating Company, E‘t'nd"fr’e'quil-'e Jomnt Venture Operating Company
to mcrease such pl'odllcti'ml 1o the utmost possible maxtmum. The

GOVERNMENT has the right to requisite also the Oil and/or Gas
field itself and, 1f necessary, related facilities.
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(b) In any such case, such requisition shall not be effected except after
mviting GANOPE and CONTRACTOR or themr representative by
registered letter, with acknowledgement of receipt, to express their
views with respect to such requusition.

(¢) The requisitton of production shall be effected by Mimstertal Order.
Any requsition of an O1l and/or Gas field, or any related facilities
shall be effected by a Presidenttal Decree duly notified to GANOPE
and CONTRACTOR.

(d) In the event of any requisition as provided above, the GOVERNMENT
shall indemmnify in full GANOPE and CONTRACTOR for the period
durtng which the requisition is maintamned, imcluding:

1. All damages which result from such requisition; and

2. Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the rovyalty share of such production.:

However, any damage resulting from enemy attack is not within -

the meaning of this paragraph (d).

Payment hereunder shall be made to CONTRACTOR in U.S. Dollars
remittable abroad. The price paid to CONTRACTOR fox. Petr.giemn
taken shall be calculated in accordance with Article VI (¢},

ARTICLE XXI
ASSIGNMENT

(a) Neither GANOPE nor CONTRACTOR may assign to a person, firm
or corporation, in whole or in part, any of A'its*righ'ts, privileges, duties
or obligations under this Agreement eithér' ditectly or indirectly
(indirect assignment shall mean, for. é;xafﬁple but not limited to, any
sale, purchase, transfer of 'Stoé:ksj capital or assets or any other action
that would change the control of CONTRACTOR/CONTRACTOR
MEMBER on its share iﬁ;ﬁie company’s capital) without the written
consent of the GOVERNMENT, and in all cases priority shall be
given to GANOPE, if it so desires, to obtain such interest intended to

be assigned (except assignment to an Affiliated Company of the
same CONTRACTOR Member).
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(b) Without prejudice to Article XXI (a), CONTRACTOR may assign all
or any of its rights, privileges, duties and obligations wnder this
Agreement to an Affiltated Company of the same CONTRACTOR/
CONTRACTOR Member, provided that CONTRACTOR shall
notify GANOPE and the GOVERNMENT m writing and obtain the
written approval of the GOVERNMENT on the assignment.

In the case of an assignment either in a whole or in a part to an
Affiliated Company, the assignor together with the assignee shall
remain jotntly and severally hable for all duties and obligations of

CONTRACTOR under this Agreement provided such Affiliated

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

(C) To enable consideration to be given to any request for such

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

following conditions must be fulfilled: -

(1) The obligations of the assignor dertving from  this .'..Aéreément
must have been duly fulfilled as of the date such ljeqll-e_s“gis made.

(2) The mstrument of assignment must i11¢11_1de1: pﬁwisions stating
precisely that the assignee is bound by alllz. covenants contained
m this Agreement and any modiﬁc'ati:ons 01‘ additions 1n writing
that up to such time may have Abesli'll'lé‘dé. A draft of such
mstrument of assignmen{ shal}'{ be submitted to GANOPE for
review and approval,befoféz-héing formally executed.

(3) The assignor(s) mustsubmlt to GANOPE reasonable documents
that evidence the a.séi_ginée’s financial and technical competence,

and the documents that confirm the affiliation of such company
to the CONTRACTOR/CONTRACTOR MEMBER.
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(d) Any assignment, sale, transfer or other such conveyance made

()

pursuant to the provistons of this Article XXI shall be free of any
transfer, capital gains taxes or related taxes, charges or fees mcluding
without linutation, all Income Tax, Sales Tax, Value Added Tax,
Stamp Duty, or other Taxes or similar payments.

Once the assignor and a proposed third party assignee, other than an
Affiliated Company, have agreed the final conditions of an
asstignment, the assignor shall disclose in details such final
conditions, including the value of each assignment deal valued in
U.S. Daollars, in a written nofification to GANOPE. GANOPE shall
have the right to acquire the interest mtended to be assigned, if
within minety (90) days from assignor’s written notification,
GANOPE delivers to the assignor a written notification that it

accepts the same conditions agreed to with the proposed third party

assignee. If GANOPE dees not deliver such notification within sueh
ninety (90) day pertod, the assignor shall have the right to ass"ign .fé
the proposed third party assignee, subject to the Govemmen’r
approval under paragraph (a) of this Article. | -

1n the event that GANOPE exercises its optién to acQui_i"e the interest
intended to be assigned and if a joint opei'a{i,ri’g; ‘Agreement is not
already existing among the CONTRACTOR WNIBERS including
the assignor, GANOPE and CONTRACT OR élmll negotiate tn good
faith to enter into a joint operatingAgxée:ﬁieht, according to the model
published by the Association for Intérnational Petroleum Negotiators
to finalize such Agreement within one hundred and twenty (120)
days from GANOPE’s nbtiﬁcaﬁ.en.' If GANOPE and CONTRACTOR
cannot agree on a joiﬁf "Qperating Agreement within such one
hundred 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.
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(a)

As long as the assignor shall hold any interest under this Agreement,
the assignor together with the assignee shall be jointly and severally
liable for all duties and obligations of CONTRACTOR under this

Agreement.
ARTICLE XXH
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this Agreement
by order or Prestdential Decree, with respect to CONTRACTOR, in

the following instances:

I. If it knowingly has submitted any false statements to the
GOVERNMENT which were of a matertal consideration for the

executton of this Agreement;

2. If it assigns any interest hereunder contrary to the provisibns of
Article XXT;

3. Ifit is adjudicated bankrupt by a court of competent jm-‘is‘d_j.égjbﬁ; |

4. If it does not comply with any final decision reached as the result
of court proceedings conducted under Asticle XXIV {a);

5. If 1t intentionally extracts any mineral o"t"'h'ellf I;Ijan"Pe;u'olemn not
authorized by this Agreement or W'i,tll{);;t" ﬂié authority of the
GOVERNMENT, except such extra¢tions as may be
unavoidable as the result of the gperations conducted hereunder
in accordance with a'é'cept,é'd,_ Petioleum industry practice and
which shall be noti"ﬁe“éf to the GOVERNMENT or its
representative as SQ?)IL&'§ p{’)SsibIe; and

6. If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953 and Law No. 198 of 2014, which

are not contradicted by the provistons of this Agreement.
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Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT agatnst
CONTRACTOR m accordance with the provisions of this Agreement,
and, m the event of such cancellatton, CONTRACTOR, shall have

the right to remove from the Area all tts personal property.

(b) If the GOVERNMENT deems that one of the aforesaid causes (other
than a force majeure cause referred to in Article XXIII) exists to
cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
nimety (90} days written notice personally served on CONTRACTOR’s
General Manager i a legal manner and receipt of which is
acknowledged by hum or by his legal agents, to remedy and remove
such cause; but if for any reason such service is impossible due to un
notified change of address, publication in the Official Journal of such
notice shall be considered as vahd service upon CONTRACTOR.

If at the end of the said ninety (90) day notice period such cause has -

not been remedied and removed, this Agreement may be canceled
forthwith by Order or Presidential Decree as aforesaid: pmv_idéé
however, that if such cause, or the failure to remedy or -{e.nlov'éf'si‘teh
cause, results from any act or omission of one par;y_a' can‘c,eﬁati'o;l of
this Agreement shall be effective only against that party. -

ARTICLE XXIIT .
FORCE MAJEURE

(a) The non-performance or delay in pef‘fom_;lairée' by GANOPE and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if’ anei ‘to the extent that, such
non-performance or delay'is causedby force majeure. The period of
any such non-performance 01 delay, together with such period as
may be necessary for:ithe iestq;:a‘ﬁon of any damage done during such
delay, shall be added to. the. time given tn this Agreement for the
performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks affected,
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however GANOPE and CONTRACTOR shall undertake all thetr
obligations arising from this Agreement after the case of force

majeure 1s terminated.

(b) "Force Majeure" within the meaning of this Article XXIII, shall be

any act of God, mswrection, riot, war, strike, and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of GANOPE and CONTRACTOR or etther of them,
whether or not stmilar to the foregoing, provided that any such cause
1s beyond the reasonable control of GANOPE and CONTRACTOR,

or either of them.

(c) Without prejudice to the above and except as may be otherwise .

(d)

provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to GANOPE and CONTRACTOR, or either of them for
any damages, restrictions or loss arising in consequerice éf '-S?}Q:}i'ca~5"e
of force majeure hereinafter referred to in this Article. - |

If the force majewre event occurs during the i'riitié'ilﬁ;i._(pl‘.01taﬁ011 period
or any extension thereof and continues in é’fféc\_lt"'f.(}r;a pertod of six (6)
months CONTRACTOR shall have the dpﬁﬁnnpon mnety (90) days
prior written notice to GANOPE t6 teﬁﬁinate its obligations hereunder
without further liability of any kmd if the CONTRACTOR chooses to
retain his rights - the Expiomtlon period after the expiry of that
period, he forfeits his nght to claim any compensatton other than the
additional Extension of the Exploration Pertod whtch shall be equal

to the delay Periods.
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ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termunation or mvalidity thereof, between
the GOVERNMENT and the parties shall be referred to the
Jurisdiction of competent authorittes of A RE. to settle any dispute
arising on the imferpretation or the execution of any term of this
Agreement according to the Egyptian laws.

(b)y Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or mmvalidity thereof between
GANOPE and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commerctal Arbitration in effect on the date of this
Agreement, the approval of the Mimster of Petroleum is required in',,.
case GANOPE only turn to arbitration. The award of the arbitrators. -
shall be final and binding on the parties, according to Law No. 27 of 1994
with respect to the civil and commercial articles and its amendmeri’ss
by laws no. 9 of 1997 and 8 of 2000. .

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

(d) Each party shail appoint one arbitrator. If, within thuty (30) days after
receipt of the claimant’s notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the clalmant may request the
Center to appoint the second arbitrator.

(e) The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within thirty (30)
days after the appomtment of . the second arbitrator, the two
arbitrators have not agleed npon the choice of the presiding
arbitrator, then either party iay request the Secretary General of the
Permanent Court of Arbitration at the Hague to designate the
appointing authority. Such appointing 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.
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Such prestding arbitrator shall be a person of a nationality other than
any party of this Agreement and of a country which has diplomatic
retations with the parties of this Agreement and who shall have no
economitc interest in the Petrolewmn business of the parties hereto.

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

arbitration, including the making of the award, shall take place in
Catro, A.R.E.

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

Parties, inchuding 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 m the event of

any conflict between Egyptian Laws and this Agreement, the

provisions of this Agreement (including the arbitration provision) - ™.

shall prevail. The arbitration shall be conducted m both Arabic and
English languages. e

(i) GANOPE and CONTRACTOR may agree that if, for whatever

(a)

reason, arbitration in accordance with the above precedure ‘cannot
take place, or is likely to take place umder circumstances for
CONTRACTOR which could prejudice CONTRACTOR’S right to
fair arbitration, all disputes, controversies er clairs arising out of or
relating to this Agreement or the breach, Létziﬁnati011 or mvalidity
thereof shall be settled by ad hoc arbitraﬁoniﬁ accordance with the
UNCITRAL Rules in effect on the Effective Date.
ARTICLE XXV
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of GANOPE
and CONTRACTOR hereinder shall be several and not joint ar collective,
it is being understood that this Agreement shall not be construed as
constituting an association or corporation or partnership.
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(b) CONTRACTOR shall be subject to the laws of the place where it 1s
mcorporated regarding its legal status or creation, organization,
charter and by-laws, shareholding, and ownership.

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 ARE.

Any procedure carried out by CONTRACTOR/CONTRACTOR
MEMBER in ARE. or outside A.RE. that leads to change of
control of the CONTRACTOR/CONTRACTOR MEMBER on its
share i the company’s capttal, shall be subject to the procedures and
provisions of Article IX" Bonuses" and Article XXI *’ Assigniment’”’.

CONTRACTOR shall be exempted from the application of Law'_,.
No. 159 of 1981 as amended. -

(c) In case CONTRACTOR consists of more than one member, all |
CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligattons of CONTRACTOR undm this
Agreement. L

ARTICLE XXVI |
LOCAL CONTRACTORS AND °
LOCALLY MANUFACTURED MAT ERIAL

CONTRACTOR or Jomt Venture Operatmg Company as the case may be,

and their CONTRACTORs shall: - -

(a) Give priority to local CONI_RﬁQTORs and sub-CONTRACTORsS,
including GANOPE’s '.'Afﬁi~i’a’fed Compantes as long as their
performance 1s compai'abi'é with international performance and the
prices of their services are mnot higher than the prices of other
CONTRACTORs and sub-CONTRACTORs by more than ten
percent (10%).
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(b) Give preference to tocally manufactured matenal, equipment, machinery
and consumables so long as their quality and time of delivery are
comparable to internationally available material, equipment, machinery
and constmables. However, such material, equipment, machinery
and consumables may be mmported for operations conducted
hereunder tf the local price of such items at CONTRACTOR’s or
Jomt Ventwre Operating Company s operating base in ARE. 1s
more than ten percent (10%) higher than the price of such imported
ttems before custom duties, but after transportation and tnsurance

costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agreement shall, before the appropriate ceuﬁs
of ARE., be referred to in construing or interpreting this Ag;:eement
provided however, that in any arbitration pursuant to AmcIeXXIV herein
above between GANOPE and CONTRACTOR ."t_he-. Enghsh and Arabic
versions shall both be referred to as having equal fome in construing or
interpreting this Agreement, and in the event of a é{}nﬂict between both of
them, the Arabic text shall prevatl. | |

ARTICLE XXVIII
" GENERAL
The headings or titles to each of the Articles to this Agreement are solely

for the convemtence of the parties hereto and shall not be used with

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

This Agreement shall not be binding upon any of the parties hereto unless
and until a law 1s 1ssued by the competent authorities of the ARE.
authorizing the Mimster of Petrolenm 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, GANOPE, and CONTRACTOR.

CHEVRON EGYPT HOLDINGS D PTE. LTD.

THARWA PETROLEUM COMPANY S.AE

BY: e e e e

SOUTH VALLEY EGYPTIAN PETR{)LEU'N{ HGLDING COMPANY

By: """"""""""'""""'-"."n'""f,'"""": '. .' N

THE ARAB REPUBLIC OF EGYPT
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
SOUTH VALLEY EGYPTIAN PETROLEUM HOLDING COMPANY
AND
CHEVRON EGYPT HOLDINGS D PTE. LTD.
AND
THARWA PETROLEUM COMPANY S.A.E
IN
BLOCK -1 AREA
AT RED SEA
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Amnex "B" 1s a provistonal illustrative map at an apgmx;imate scale of

1:500,000 showing the Area covered and affectg:.d..by_'_this Agreement.

The Area measures approximately 303 7km? squa{e kilometers of surface
Area. Tt is composed of all or part -of E)qﬁoration'BIocks, the whole
Blocks are defined on three (3) ‘ﬁ@inlltés, Jatitude by three (3) muinutes
longitude erid. L

It is to be noted that the &elii'n}eé{tion'lines of the Area in Annex "B" are
intended to be only illusﬁét’ivél and provisional and may not show
accurately their true position in relation to extsting monuments and

geographical features.
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Coordinates of the comner pomts of the Area are given i the following

table which forms an integral part of Annex "A":

BOUNDARY COORDINATES OF
BLOCK -1 AREA

AT Red Sea
Point Longitude/ E Latitude/ N DCE
1 34° 357 27.800" 27° 35" 58.000" East point 2
2 34° 06° 41.816" 27" 35° §7.397" North West point 3
3 347 257 29.0600" 26 55" 24.000" South West pomt.4
4 34" 48" 44.000" 27 07" 10.000" SouthEas?poiuht.S'fi
5 34" 437 31.598" 27 197 40.620" SouthEastpmnI 1

(WGS84 UTM Zone 36N)

World Geodetic SystemI984 Umversal Tl'ansvgrsé Mercator Projection
Zone 36 N.
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ANNEX "B"

Map of Concession Agreement for Block-1 Area at Red Sea

Scale 1:500,000
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ANNEX "C"
Letter of Guarantee

Letter of Guarantee No. ----- (Cairo ------------ 20----}
SOUTH VALLEY EGYPTIAN PETROLEUM HOLDING COMPANY
Gentlemen,

The undersigned, National Bank of Egypt / or any first class significant
bank working under the full supervision and control of Central Bank of
Egypt as Guarantor, hereby guarantees the SOUTH VALLEY EGYPTIAN
PETROLEUM HOLDING COMPANY (heremafter referred to as
"GANQOPE") to the Iinut of ten nullion U.S. Dollars ($10,000,000), the
performance by "CHEVRON EGYPT HOLDINGS D PTE. LTD." and
THARWA PETROLEUM COMPANY S.AE (hereinafter referred to as
"CONTRACTOR") of its technical obligations required for E“(pfOI&tiOll
operations to spend a minimum of ten mitlion U.S. Dollars ($10,000 000),.

during the initial three (3) years of the Exploration period under Alt:zcle.“'"-._ ‘

IV of that certain Concession Agreement (hereinafter referred to as the
"Agreement") covering that Area described in Annexes "A" and "B". ef
said Agreement, by and between the Arab Republic of Egypt (heremaﬁer
referred to as "A.RE"), GANOPE and CONTRACTOR 'in the BLOCK}
Area At Red Sea. x

It 1s understood that this Guarantee and the hability of thie’ Guarantor
hereunder shall be reduced quarterly, during the period of éxpenditure of
said ten millton U.S.Dollars ($10,000,000) by the. amount of money
expended by CONTRACTOR for such Expleration operations which
approved by GANOPE during each such quarter N

Each such reduction shall be estabhshed by the joint written statement of
CONTRACTOR and GANOPE. In the event of a clanm by GANOPE of
non-performance or swrendet ,_Qf ‘the Agreement on the part of
CONTRACTOR prtor to 'ﬁllﬁihuent;ef satd minimum technical and financtal
obligations under Article IV of the Agreement, there shall be no liability
on the undersigned Guarantor for payment to GANOPE unless and until
such hability has been established by written statement of GANOPE
setting forth the amount due under the Agreement.
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It is a further condition of this Letter of Guarantee that:

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

Agreement.
(2) This Letter of Guarantee shall in any event automatically expire:

(a) Three (3) vears and six (6) months after the date 1t becomes

effective, or

(b) At such time as the total of the amounts shown on quarterly joint,
statements of GANOPE and CONTRACTOR equals or exceeds-

the amount of satd minimum expenditure obligation, whichever .

1s earlier. |
(3) Consequently, any claim, in respect thereof should be made .-_té-'the
Guarantor prior to either of said expiration dates at the latest aécempanied

by GANOPE’s written statement, setting forth the 3111(}111112 of under
expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has failed to perform its e}q)endmue obligations

referred to in this Guarantee, and

(b} CONTRACTOR has falled to pay the expendmue deficiency to
GANOPE.

Please return to us this .,Le‘fte_f]éf Guarantee i the event it does not
become effective, or updzifﬂl_e expiry date.
Yours Faithfully, o

Accountant: --------=-=mmmmmmmmmmm i

Manager: -------=====m=mmmmmmm e ae
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ANNEX "D"
CHARTER OF JOINT VENTURE OPERATING COMPANY
ARTICLEI
FORM AND GOVERING LAW

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be raised with the authorization of the GOVERNMENT
in accordance with the provisions of this Agreement referred to below
and of this Charter.

The Company shall be subject to all laws and regulations in force in the
A RE. to the extent that such laws and regulations are not mconsistent
with the provisions of this Charter and the Agreement referred to below.

ARTICLE H
NAME OF JOINT VENTURE OPERATING COMPANY

The name of the Joint Venture Operating Company shall be mt’thiallj

agreed upon between GANOPE and CONTRACTOR on the date of
stigning and approving and shall be subject to the approval of the Mimster
of Petroleum.

ARTICLE III

LOCATION OF HEAD OFFICE

The Head Office of Joint Venture Oper atmg Company shaH be in the
ARE. m Cairo.

ARTICLEIV
OBJECT OF THE OPERATING JOINT VENTURE COMPANY

The object of Joint Venture Operatmg Company is to act as the agency
through which GANOPE and CONTRACTOR, carry out and conduct the
Development operations 1eqﬁire"d_"in' accordance with the provisions of
the Agreement signed on the: e day of --------ememmm-- by and between
the ARAB REPUBLIC OF EGYPT, SOUTH VALLEY EGYPTIAN
PETROLEUM HOLDING COMPANY and CONTRACTOR covering
Petrolewm operations in the Block -1 Area at Red Sea described therein.
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Jomt Venture Operating Company shall be the agency to carry out and
conduct Exploration operations after the date of signing and approving
the development lease pursuant to Work Programs and Budgets approved
in accordance with the Agreement. Joint Venture Operating Company
shall keep account of all costs, expenses and expenditures for such
operations under the terms of the Agreement and Annex "E" thereto.
Joint Venture Operating Company shall not engage in any business or
undertake any activity beyvond-the performance of said operations unless
otherwise agreed upon by GANOPE and CONTRACTOR.

ARTICLE YV
CAPITAL

The authorized capital of Joint Venture Operating Company is twénty
thousand Egyptian Pounds divided into five thousand shares of common
stock with a value of four Egyptian Pounds per share having equal Vetmg
rights, fully paid and non-assessable. | | | |

GANOPE and CONTRACTOR shall each pay for; Thold .and OWIL,
throughout the life of Joint Venture Operating C-Q1_1.1p31iy"' :,'. ‘one half (1/2)
of the capital stock of Jomt Venture Operating Company provided that
only in the event that either party should transfer 01 assign the whole or
any percentage of its ownership interest th'ei~."e11ti1'ety of the Agreement,
may such transferring or assigﬂ’iﬁg,paﬁyitréﬁsfer or assigning any of the
capital stock of Operating Companyand in that event, such transferring
or assigning party (and its successors and assignees) must transfer and
assign a stock tnterest tn J oinit v enture Operating Company equal to the
transferred or asstgned whole 6r percentage of its ownership interest in

the entirety of the said Agreement.
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ARTICLE VI
ASSETS

Joint Venture Operating Company shall not own any right, title, imterest
or estate in or under the Agreement or any Development Lease created
thereunder or in any of the Petroleum produced from any Exploration
Block or Development Lease thereunder or m 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 duttes or obligations of etther GANOPE or CONTRACTOR
under the Agreement. Joint Venture Operating Company shall not make

any profit from any source whatsoever.
ARTICLE VH
ROLE OF THE JOINT VENTURE OPERATING COMPANY

Jomt Venture Operating Company shall be no more than an agent for
GANOPE and CONTRACTOR. Whenever it 1s mdicated herein that fh“e
Jomnt Venture Operating Company shall decide, take action 01 make a
proposal and any similar action, it is understood that such dec1f>10n or
judgment 1s the result of the decision or Judgment of GANOPE /
CONTRACTOR or GANOPE and C ONTRACTO& as may be required
by the Agreement. '-

ARTICLE VIII *
BOARD OF DIRECTORS

Jomt Venture Operating Company shall have a Board of Directors
consisting of eight (8) members, fout (4) of whom shall be designated by
GANOPE and the other fom'._.(éi)" by CONTRACTOR. The Charrman shall
be designated by GANOPE and shall also be a Managing Director.
CONTRACTOR shall designate the General Manager who shall also be a
Managing Director.
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ARTICLE IX
VALIDITY OF BOARD RESOLUTIONS

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

another Director.
ARTICLEX
SHAREHOLDERS MEETINGS

General meetings of the Shareholders shall be valid if a majority of the'
capital Stock of Jomt Venture Operating Company is represented ﬂlEI;eat. o
Any dectsion taken at such meetings must have the affirmative Vote-’é}i?
Shareholders owning or representing a majority of the capital stock Tt
ARTICLE XI o
PERSONNEL AND BY - LAW-S'- .

The Board of Directors shall approve the regulations c}overing the terms
and condittons of employment of the persannel of Jomt Venture
Operating Company employed d,';re‘étly“ by Joint' Venture Operating
Company and not asstgned the-ls.é’go‘;ﬁy. CONTRACTOR and GANOPE.

The Board shall, in d11e~c.01§;i5;;3-‘,":‘(‘i§a'w up the By-Laws of Joint Venture
Operating Company, and such By-Laws shall be effective upon being

approved by a General Meeting of the Shareholders, in accordance with

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

Jommt Venture Operating Company shall come into existence within
ninety (90) days after the date of the Minister’s of Petroleum approval of
a Development Lease, whether for Oil or Gas, as provided for in the Agreement
(unless otherwise agreed by GANOPE and CONTRACTOR)

The duration of Joint Venture Operating Company shall be for a period
equal to the duration of the said Agreement, including any renewal

thereof.

The Jomnt Venture Operating Company shall be wound up if the Agreement

referred to above is terminated for any reason as provided for therein.

CHEVRON EGYPT HOLDINGS D PTE. LTD.
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS
(a) Definitions:

The defimttions contained in Article I of the Agreement shall apply to

this Accounting Procedure and have the same meanings.
(b) Statements of activity:

1. CONTRACTOR shall, pursuant to Article I'V of this Agreement,

and until the coming into existence of the Joint Ventze |

Operating Company - in accordance with Article VI of | "the.
Agreement - render to GANOPE within thirty (30) days of tfiie
end of each calendar quarter a Statement of EprOIauonActwity
reflecting all charges and credits related to the E%pTOI:ation
Operations for that quarter summarized by "appropriate

classifications indicative of the nature thereof:

2. Following tts coming mto existeﬁc,é; -Jbi;it:\f’elluu'e Operating
Company shall render to GANQ_PE; and CONTRACTOR within
fifteen (15) days of the end of each calendar quarter a Statement
of Development and Expiéiét'idn Activity reflecting all charges
and credits related tc',.thé.D.eVelopment and Exploration operations
for that quarter smrﬁﬁéiiiéd by appropriate classificattons mdicative
of the nature thereof, éxcept that ttems of controllable material

and unusual charges and credits shall be detailed.
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Pursuant to Article VII, GANOPE shall audit and approve each
statement of Development and Exploration Activity submitted by the
CONTRACTOR or the Jomnt Venture Operatimg Company {as the case
may be). Any comuments made by GANOPE shall be reflected by the
CONTRACTOR or Joint Venture Operating Company (as the case

may be) on the Statement produced for the next calendar quarter.

(¢) 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 tiue and correct after three (3) months following the receipt
of each Statement by GANOPE umless within the said three (3)

months GANOPE takes written exception thereto pursuant td. .'

Article IV (f) of the Agreement. During the said three (3) inoﬁ"th |
period supporting documents will be avatlable for inspection by
GANOPE during all working hours. CONTRACTOR will Have
the same audit rights on Joint Venture Operéting ,Cémpany
Statements as GANOPE under this sub—paragrap@ .

All Statements of Development and Expfbfeiﬁéﬂ, Actwity for any
calendar quarter pursuant to Article I (b) (2} of this Anmnex, shall
conclusively be presumed to be tiue émé;_,cgn-ect three (3) months
following the receipt of such Statement, unless within the said
three (3) months peﬁ'od; GANOPE or CONTRACTOR takes
written exception theré’tqu?éhding expiration of said three (3)
months GANOPE or C,éNTRACTOR or both of them shall have
the right to audit J éii,;lt .Venuu'e Operating Company accounts,
records and supporting documents for such quarter in the same

manner as provided in Article IV (f) of the Agreement.
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(d) Currency Exchange:

CONTRACTOR’s books for Exploration and Joint Venture
Operating Company’s books for Development and Exploration, if
any, shall be kept in the ARE. in U.S. Dollars. All U.S. Dollars
expenditures shall be charged in the amount expended. All Egyptian
Pounds expenditures shall be converted to U.S. Dollars at the
applicable rate of exchange issued by the Central Bank of Egypt on
the first day of the month in which expenditures are recorded, and all
other non-U.S. Dollars expenditures shall be translated to U.S.

Dollars at the buying rate of exchange for such currency as quoted by

National Westminster Bank Limited, London at 10.30 a.m. GMIN’

on the first day of the month in which expenditures are recorde;ch_. A
record shall be kept of the exchange rates used in .traiié_l'ﬁéiﬁng;
Egyptian Pounds or other non-U.S Dollars expe'r_iéitt_u“eﬁi to . U.S.
Dollars. .

(e) Precedence of Documents: In the event of .&ny’: inconsistency or
conflict between the provisions of this Aecmmtmg Procedure and the
provistons of the Agreement .t1'eati_1‘1gfﬂ:£e~ same .subject differently,
then the provisions of the .Kg1;§é1heﬁf,,.sliall prevail.

(f) Revision of Accounting .‘P‘ch_ie,dm'é: By mutual Agreement between
GANOPE and COI\zTRAC‘T CR, this Accounting Procedure may be

revised in writing from time to time in the light of future

arrangemennts.
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(g) No Charge for Interest on Investment: Interest on investment or any
bank fees, charges or commissions related to any bank guarantees
shall not at any time be charged as recoverable costs under the
Agreement.

ARTICLE IT
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, according to Article I1I (a), (G) 4
CONTRACTOR shall alone bear and, directly or through Joint Venture
Operating Company, pay the following costs and expenses, which costs
and expenses shall be classified and allocated to the activities according
to sound and generally accepted accounting principles and treated and
recovered 1n accordance with Article VII of this Agreement:

(a) Surface Rights: All direct cost attributable to the acquisition, renewal

or relinquishment of surface rights acquired and maintained in force -

for the Area.
(b) Labor and Related Costs:

1. Salaries and Wages, which approved by GANOPE, of CON’I‘RACT OR’s
or Joint Venture Operating Company’s employeesq as the case
may be, directly engaged in the various activities under the
Agreéement inchiding salartes and wages 'pa"f'd'"te oeologists and
other employees who are temporar zly afsstgneé to and employed in
such activities.

Reasonable revisions of such salarigs and wages shall be effected
to take into account changc-s_in: CONTRACTOR’s policies and
amendments of laws applic"ai)}ef’[o salartes. For the purpose of this
Article IT (b) alld.Alﬁi;"ke-H {c) of this Annex, salaries and wages
shall mean the assessable amounts for AR.E. Income Taxes,
including the salaries. during vacations and sick leaves, but
exchuding all the amounts of the other ttems covered by the
percentage fixed under (2) below.
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2. For expatriate employees permanently assigned to Egypt:

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

(3) All travel and relocation costs of such expatriate employees and
their families to and from the employee’s country or point of
origin at the time of employment, at the ttme of separation, or as
a result of transfer from one location to another and for vacation
(transportation costs for employees and theirr famultes
transferring from the A R E. to another location other than their
country of origin shall not be charged to ARE. Operations).
Costs under this Article TI (b) (2) shall be deemed to be equat;to"
sixty percent (60%) or applied percentage, which s Iesser ozf
basic salaries and wages paid for such expatriate persoxmef
inchding those patd during vacations and sick leaves.,;a,s established
in CONTRACTOR’s international policies, '.cha;jgeab[e under
Article IT (b} (1), Atticle II (1), Article II (k) (l)and Article IT (k)(3)
of this Annex. o
However, salartes and wages’ 'd}ll’-if:i:;g Vécations, sick leaves and
disability are covered by the foregoing percentage. The percentage
outlined above._shaf_f ﬁef éeeined to reflect CONTRACTOR’s
actual costs as of the.Effevétive Date with regard to the following

benefits, allowances and costs :

1. Housing and Utilittes Allowance.
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2

(42

10.

11.

12.

14.

15.

10.

7.

18.

19.

20.

Commodities and Services Allowance.

Special Rental Allowance.

Vacation Transportation Allowance.

Vacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.

Education Allowances (Children of Expatriate Employees).

Hypothetical U.S. Tax Offset (which results in a reduction of

the chargeable percentage).

Storage of Personal Effects.
Housing Refurbishment Expense.
Property Management Service Fees.

Recreation Allowance.

. Retirement Plan.

Group Life Insurance.
Group Medical Insurance.

Sickness and Disability.

Vacation Plans Pmd(exciudmg Allowable Vacation Travel
Expenses). c

Savings Plaﬁ. '

Educational Assistance.

Military Service Allowance.



Yo¥ Bl TY 3 () 1S YA sl - Taeu SIS A ¥AE

bl il ealadl ol (Y

Wledl by ga5 (YY

Al o LY by Jhdddl el (VY

o bl S Slal (Y

s sill alidl (YO

VNS PIWPSD (V2 PWOVPCH I PSS RVITP BCH YO U+ AR A A
sl il

Sl 7eb o B (Y il IS Bd ey dmio b cend] 3 B sl

By s Sl o L s oLl iy M BN 3y

A sde gatis "

PN P PSRN B R SR JR A QPR JEr PO
RWOESHI I TOVINE JUY1) JUNESETR I 1B 36 00 -1 7 TIROE PRO N (21

g 5, ST IR SV g U

(st Tl Tl G IS Y 505 il gl 5

il A 5 AT G 55 4

RISy N TS (20 by et g e Gy pal) Ty (1)
il Ui Ky bl il 1 ¥ 5 e iS5 ST 5,30

il dylsl e Lol 1T ISt sl St Yy oLl o 55,800 L o)

Sl a5 Aol 5ol ada e (¥) () 5A000 b 5yly 4 Lo Ltz



YO Y.L R i YY 5 () K YA sl = G By A

21. FI1.CA.

22. Workman’s Compensation.

I~
‘b

3. Federal and State Unemployment Insurance.
24. Personnel Transfer Expense.
25. National Insurance.

26. Any other Costs, Allowances and Benefits of a similar nature
as established in CONTRACTOR’s International Policies.

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

Revistons of the percentages will take into consider a:txon vananceé i
costs and changes in CONTRACTOR’s international pehaes which
change or exclude any of the above allowances and benefits. The
revised percentages will reflect as nearly as posszble CONTRACTOR’s

actual costs of all its established allowances and benefits and of

personnel transfers.

3. For expatriate employees tempé;f&;ily 'aséigned to Egypt all allowances,
costs of established: plansand al'l travel relocation costs for such
expatriates as patd in aééoiﬁéﬁce with CONTRACTOR s international
policies. Such costs shall not include any administrative overhead

other than what 1s mentioned in Article II (k) (2) of this Annex.
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4. Costs of expenditure or contributions made pursuant to law or
assessment imposed by Governmental authority which are applicable
to labor cost of salartes and wages as provided under Article II (b) (1),
Article II (b) (2), Article II (1), Article IT (k) (1) and Article II (k) (3)
of this Annex.

(¢) Benefits, allowances and related costs of national employees:
Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for Oil companies operating i the ARE.,
all as chargeable mnder Arficie IT (b) (1), Article II (1), Article I1 (k) (1)
and Article II (k) (3) of this Annex. Severance pay will be charged at

a frxed rate applied to payrolls which will equal an amount equivalent

to the maximum hability for severance payment as required under .

the A R.E. Labor Law.
(d) Material:

Material, equipment and supplies purchased or fm‘.ni‘sl_lecf 'as;".s'_ttéh by

CONTRACTOR or Jount Venture Operating Company. -

(I) Purchases: Material, equipment and supplies-pai*chased shall be
at the price paid by CONTRACTOR or .J omt Venture Operating
Company plus any related cost andj"af_ftér deduction of all
discounts actually received. - |

(2) Material Furnished by CONTRACTOR Material required for
operations shall be p}ﬂ'él}éégd.--dil'ectlyf to be charged only for the
matertals used, "exqéptf"'ﬂiat CONTRACTOR may furnish such
material from CONTRA‘CTOR’S or CONTRACTOR’s Affiliated
Compantes stocks outside the AR.E. under the following

conditions:



Yo¥ Bl TY 3 () 1S YA sl = Tae SIS A1 ¥AA

() W) Saaadt atgd | - )
o gl S e o SHLak (y5lis opo Jiir ) Bagad) ol f
b3 3 o iy TS ors B irena o (4,591 Sl 0
ool (5 L T alyl 5Ll Lol a1 e 50,00 51,40 SIS
Y KUPS PO SE GRS [ PSR | B VRgeS | A
7oy ol W) iomandf afghf - ¥
il o35 Jleaze¥F 3Ly idloy Lo Do 3 0,85 80 s101 (1)
BUI 3 crommns duiady s (00) T i 00 pad BalsY
e dod] aw e (/Y0)
(Plenzal oSy o5y " U cdf Lalysl oS Y A altl ()
Bl 5K ¥ i par ol o505 Lo LN il
(78} BUI S prmadns iy 7" Wl o 05 0l L
o 2diy ' o 0t W a3 oSt ¥ T3 ()
ol g iz 1 il
L) G Teasll el o dlI3 by ULy gyl ()
WU [NPPRIDS SOV S0} SUN RWIN B PR PES 1T 3 W
g S



ALY B% IV R VR § B K PO TIKCOR LNV IS SOV} THEY

1. New Material (Conditton "A") New Material transferred from
CONTRACTOR’s or CONTRACTOR’s Affiliated Compantes
warehouse or other properties shall be priced at cost, provided
that the cost of material supplted is not higher than international
prices for material of simular quality supplied on stnular

terms, prevatling at the time such material was supplied.
2. Used Material (Conditions "B'" and "C")

(a) Matertal which 1s in sound and serviceable condition and is

suitable for reuse without reconditioning shall be classed as . |

Condttion "B" and priced at seventy five percent (75%) of the

price of new material.

(b) Material which cannot be classified as Condition "B" bt which
1s serviceable for original function but Stlbstantiakly not surtable
for reconditioning, shall be classed as ~.C01_iéii:§iion "C" and priced
at fifty percent (50%) of the price of new ﬁiaterial.

(¢) Material which cannot be classified as Condition "B" or Condition "C"
shall be priced at a value 6ofmimnsm'ate with its use.

(d) Tanks, butldings and cther equipment mvolving erection costs
shall be charged at applicable percentage of knocked - down

NeW price.
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3. Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished beyond or
back of the dealer’s or manufacturer’s guarantee; and in case of

defective material, credit shall not be recorded until adjustment has

been received by CONTRACTOR from mamifactuwers or thetr agents.

It 1s understood that the value of the Warehouse stock and spare paits
shall be charged to the cost recovery category defined above, only

when used in operations.

(¢) Transportation and Employvee Relocation Costs:

1. Transportation of equipment, materials and supplies necessary for. e ‘

the conduct of CONTRACTOR's or Jomnt Venture Operati_;lg-- |
Company ’s activities. .

2. Business travel and transportation expenses to -thé 'extéﬂt.covered
by Established policies of CONTRACTOR or wrth regard to
expatriate and national employees, as mcmredand paid by, or
for, employees m the conduct of CONTRACTOR’S or Joint
Venture Operating Company ’s bﬁigizié_s's. |

3. Employees tl'allsponétid.n; ancf relocation costs for national
employees to the exfcent’ft:,(h;if.@féd by established policies.

(f) Services: | |

I. Outstde services: The ¢osts of contracts for consultants, services

and utilities procured from third parties.
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2. Cost of services performed by GANOPE, by CONTRACTOR or
by their Affiliated Companies in facilities iside or outside the
A R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by GANOPE and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
ivolving engineering and design services shall be performed by
GANOPE and/or CONTRACTOR or their Affiliated Companies

at a negotiated contract amount.

3. Use of GANOPE’s, CONTRACTOR’s or thenr Affiliated
Compantes’ wholly owned equipment shall be charged at a
rental rate commensurate with the cost of ownership and
operation, but not in excess of competitive rates cu’rreﬁﬂ? "
prevailing in the AR E. B

4. CONTRACTOR’s and CONTRACTOR’s Affiliated Conipaties’
rates shall not include any administrative or overhead jt;(__)'sﬁt's other
than what 1s mentioned in Article II (k) (2) of this Ai_mex.

(g) Damages and Losses:

All costs or expenses, necessary to -.1'epiac:e,.é'r'-‘f-r'}epair damages or
losses mcwred by fire, flood, storm; theﬁ ﬁcqident or any other
cause not controllable by CONTRACTQR- or Joint Venture Operating
Company through the exercise of ,regséhable diligence. CONTRACTOR
or Joint Venture Operating Cﬁ:ﬁpany shall furnish GANOPE and
CONTRACTOR m1tte11nottce of damages or [osses incurred in
excess of ($10,000) ten."‘r'.ho.t}sand U.S. Dollars per occurrence, as
soon as practicable after repoit of the same has been recetved by
CONTRACTOR or Joint Venture Operating Company.



Yo¥ Bl TY 3 () 1S YA sl - Teeu SIS A ¥YE

t il 19 (ot bl (2)
el oo 8 ey WSaally il JLoY e T ptaldl dip alall IS
oo b sl ) GBI o llaaly ! 387 sl) 8801 Syl iy 40
§ 50l gl il ols¥ly sl i alless Lo Lagis ol 1 iy i o 3
oo 8l W bl @Il sty (SLEYN il ity Ui 51 (i S0 (0

U Joad Tdaitl G (s Lo e «cobdUatl of colaladl bda

S 5 153 A M bl SNl e el e oS s bl o bl 3
Jolatl Lgminy Lphaid a0l bt 10 dilazt] ddadd] Wi B3LS Jost (]
OUIlly Lkl JS o o sf g 3 lbeally sl 38 sl 387,30
g S Sl 3 3 b (g pall oo dlS by JSaYy 1Y,

Bpad pud iy pal) (B) -

Oy g3l Jolud! Jo il Jos Mgty Scwnadd boladl By pall -

Jib| 4aS's Jad) e od 2l1 i b gy <ol 05 3,01 QM;#QJ L
o 31 Tl gy o0 5055 gl i bl el

: w,;mr?m, pabf ()
& b ,udy i Sl claadt o oGl 3 gas o ut,,,.au_, IS sl
_,auulﬁr.g.tb_,,a.n_, abbdlul.ul Wi Sk ul:...tlul.d- wLa_,l o3 o
o SUBY o @i SN 1L sy ‘_,L lesbiade yopais o L
Oy mal) ISy AU S, Le..u. o il el pliy o s
It | Sorw 3 L3N sdg) ._,L,w o uJb¢l Llas 03 5,5 0 dadll
gyt 3l Solgdacadl e 03] ke 5 ».Juu_,l 57 Goed il b tu.m sl e
il sde G 3l il o Eldllan o goles a8 131, i)
Jok ol Samed ¢ 13WY) 0o SbEe 28T ST G b g 0 o5 b1 5
Lotk ada outisy « 5 dawrlin Iy Slbaal]




AT B8 I WE R VR § B PO TIKCOR LNV D SOV} THEY

(h) Imsurance and Claims:

(i)

)

The cost of any public liability, property damage and other msurance
against liabilities of CONTRACTOR, Jouxt Venture Operating
Company and/or the parties or any of them to their employees and/or
outsiders as. may be required by the laws, rules and regulations of the
GOVERNMENT or as the parties may agree upon. The proceeds of
any such insurance or claim collected, less the actual cost of making
a claim, shall be credited against operations.

If no tnsurance is carrted for a particular risk, in accordance with
good mternational O1l field practices, all related actual expenditures
mcwrred and paid by CONTRACTOR or Jomt Venture Operating
Company in settlement of any and all losses, claims, damages,
Judgments and any other expenses, including legal services.

Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, water
systems, road systems, salartes and expenses of freld supewi'sefy
personnel, field clerks, assistants, and other general enlployees
indirectly serving the Area. |

Legal Expenses:

All costs and expenses of litigation, or Eegal services otherwise
necessary or expedient for the protection of the Area, including
attorney’s fees and expenses as hereinafter p],@si_lded, together with all
judgments obtained against the paﬂies of ‘an‘y 'of them on account of
any party or parties heleto in ge.qmmg evidence for the purpose of
defending against any acj:ion.\_d'r- c}iﬁm prosecuted or urged against the
operations or the subject «-mé.‘éi:ér of the Agreement. In the event
actions or claims affeétm?g"thé interests hereunder shall be handled
by the legal staff of ong or more of the parties hereto, a charge
commensurate with cost of providing and furnishing such services
may be made to operations.
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(k) Administrative Overhead and General Expenses:

1. While CONTRACTOR ts conducting Exploration operations, the
cost of staffing and mamtaining CONTRACTOR s head office
in the A.RE. and/or other offices established m the A.RE. as
appropriate other than field offices which will be charged as
provided in Article II (1), and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and directly
serving on the Area, which will be charged as provided in
Article IT (b) of this Annex.

CONTRACTOR’s admrnistrative overhead and general expenses
outside the A R.E. applicable to Exploration operations in the

o

ARE. during the period prior to the formation of the Joint

Venture Operating Company shall be charged each month at-the

rate of five percent (5% of total Exploration expenditures, where
CONTRACTOR’s Exploration operations are carried. outby
CONTRACTOR titself. Any administrative overhcad’ag&_:.générai
expenses of CONTRACTOR outside the ARE. 7aapp‘ili’.cié'bie to
ARE. Exploration operations will not be charged on.tlié""E}q)lo1'ati011
operations m A RE. while Exploratioﬁ -.5péi*&ti'ons are being
conducted following the formations of thi¢- Joint Venture Operating
Company. No other direct charge.saé‘ st:eh.'fo;' CONTRACTOR’s
administrative Overhead and geneml. expenses outside the
ARE. will be appkiéd'f-qgalinét the Exploration obligations.
Examples of the type of costs CONTRACTOR 1is incurring and
charging heremf&e,r"diié: to' activities under|this Agreement and
covered by said pel'.‘ceiitzige are:

(1) Executive - Time of‘ executive officers.

(2) Treasury - Financial and exchange problems.



Yo¥ Bl TY 3 () 1S YA sl = Tae SIS 1 YYA

ccslalaaly coldalls 3ldl o Jpad) = ol 28l (¥)
koS g G Dilast! 4 1y ool Lty 5,130 : gLy Camdl (£)
il 5181y GG | 5 ey s S 3,159 1 o 5 lheYl (o)
Dbl (F Loy Ll ghany (i el

AR o gg 1AL Sladk] ISy Jumocd! 93 adlay 55 Lo Jyoy ¥
Gl 1 o Aol 5Ll oo {Y) () s i

o Jef  Leldaal ol dandly 1alall 8 il | 587,800 5 il < LT (1)
ki ol lbdanlly Laslid) 38 atd) 38800 i po iS5 &rldonal]
o3 & geialiy | onils sy osd 1y Bl RSy RSN JUsI 3

Wiy o iy o0 el b pusamy < JALT 053 (aud M utSIG ks By

055 s e Pl Jos Y ol 53y paem patdl i o] gy ok

ol ot ot et S Sl s i35 ligali g 3T
iedenly Rl el | ol Uity i) Sy

il ()

38,200 ST Sl pnr 5 s 0 a8 Tt ) 88
o 350 ]l o Ll AW 0da Gl 3 lbeadly Lot 182t
Y G 2 o (V) () 3,0

I B paadf | J9Ua a3 (3)
8 Bins goar s Wihaotyy Bl V) Uians o) Jslil) el GiJISs
gz 313 il 342 Yy Sl Rl &S 2l ) 8,800 oy oS5 Sy b
ST il e ppr I35 ol 76 Just () ladl



YYA Y. ¥ Buide VY 3 () 0K ¥4 siadlh - G 30y 2

(3) Purchasing - Procurmg materials, equipment and supplies.

(4) Exploration and Production-Directmg, advising and controlling

the entire project.

(5) Other departments such as legal, controlling and engineering
which confribute time, knowledge and experience to the
operations.

The foregoing does not preclude charging for direct service under
Article II (f) (2) of this Annex.

3. While Jomt Venture Operating Company is conducting operattons,
Jont Venture Operating Company’s persomnel engaged in

general clerical and office. work, supervisors and officers whose

time is generally spent in the main office and not the field, and-

all employees generally constdered as general and adminisn'atiye
and not charged to other types of expense will be chalged to
operations. Such expenses shall be allocated eaqﬁ' month
between Exploration and Development operatioﬁé* acc"bi'diﬂg to
sound and practicable accounting methods. |

(h Taxes: o B
All taxes, duties or levies paid in the ARE by CONTRACTOR or
Jomt Venture Operating Company with 1'éSp=ét:t. to this Agreement
other than those covered by. AmcleH} {2) (1) of the Agreement.

(m) Continuing CONTRAC'T'OR'éols'ts-:
Costs of CONTKA@TQR&EﬁVﬁieS required under the Agreement
and incwred exclusiveiy. i’ﬁ_tﬁe A RE. after Joint Venture Operating

Company 1s formed. No sdles expenses incurred outside or inside the

A.R.E. may be recovered as a cost.
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(n) Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article II,
incurred by CONTRACTOR or Joint Venture Operating Company
under approved Work Programs and Budgets.

ARTICLE HI
INVENTORIES
(a) Periodic Inventories, Notice and Representation:

At reasonable mtervals as agreed upén by GANOPE and CONTRACTOR
inventortes shall be taken Joint Ventuwe Operating Company of the

operations materials, which shall include all such materials, phys’i(:"afi,". .'

assets and construction projects. Written notice of intention to take |
inventory shall be given by Joint Venture Operating Company'%e
GANOPE and CONTRACTOR at least thuty (30) days befere any
mventory 1s to begin so that GANOPE and CONTRACTORmay be
represented when any mventory is taken. Paiim'e of GANOPE and/or
CONTRACTOR to be represented at an invéﬁteiy "::sha:ll bind them to
accept the imnventory taken by Joint Ventu;'é Opefé'ﬁilg Company, who
shall in that event furnish the party not re;j'eéérited"ufiﬂl a copy thereof.
(b) Reconciliation and Adjustment of Inventories:

Reconciliation of iventory- shaﬂ .;'bé made by CONTRACTOR and
GANOPE, and a list of 6Verages and shortages shall be jointly
determined by Jomt Venﬁifé Operating Company and CONTRACTOR
and GANOPE, and the imf'eﬁtmy adjusted by Jomnt Venture Operating
Company.
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ARTICLE IV
COST RECOVERY

(a) Statements of Recovery of Costs and of Cost Recovery Petroleum:

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

1. Recoverable costs carried forward from the previous quarter, if
any.
2. Recoverable costs icurred and paid during the quarter.

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

4. Value of Cost Recovery Petroleum taken and separately diéposg_ci
of by CONTRACTOR for the quarter.

5. Amount of costs recovered for the guarter.

6. Amount of recoverable costs carried into the succee.&ing qﬁéftel; if
any. | .

7. Excess, tf any, of the value of Cost Recovei"y Péfzéjleum taken and
separately disposed of by CONTRACTOR over costs recovered
for the quarter.

Pursuamnt to Article VII of t.:hé.'Ag'_iiéieme11t, GANOPE shall audit
and approve each stafémént 'of‘" 'Development and Exploration
Activity submitted by the CONTRACT OR or the Joint Venture
Operating Company (as the case may be). Any comments made
by GANOPE shall be reflected by the CONTRACTOR or Joint
Venture Operating Coimpany (as the case may be) on the

Statement produced for the next calendar quarter.
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(b) Payments:

(€)

If such Statement shows an amount due to GANOPE, payment of
that amount shall be made m U.S. Dollars by CONTRACTOR with
the rendition of such Statement. If CONTRACTOR fails to make any
such payment to GANOPE on the date when such payment is due, then
CONTRACTOR shall pay mterest of two and one half percent (2.5%)
per annum higher than the London Interbank Borrowing Offered
Rate (LIBOR) for three (3) months U.S. Dollars deposits prevailing
on the date such interest is calculated. Such interest payment shall
not be recoverable.

Settlement of Excess Cost Recovery Petroleum:

GANOPE has the right to take its entitlement of Excess Cost
Recovery Petroleum under Article VII (a) (2) of the Agreement in
kind during the said quarter. A settlement shail be required with the

rendition of such Statements in case CONTRACTOR has taken more:

than tts own entittement of the Cost Recovery Petroleum.

(d) Audit Right:

(a)

GANOPE shall have a pertod of twelve (12) months from receipt of
any Statement under this Article IV in which to audit and-raise
objection to any such Statement. GANOPE and CONTRACTOR
shall agree on any required adjustments. Supporting docmnents and
accounts will be available to GANOPE dmmg S&Id twelve (12)
month period.

ARTICLE YV o
CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR will establish an. Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration’. expemhuu es reported on Statements of
activity prepared per AII‘ICI.E I (b) (1) of this Annex, less any reductions
agreed to by GANOPE. and CONTRACTOR following written
excepttons taken by a non-operator pursuant to Article I (¢) (1) of
this Annex, m order to determine when minimum Exploration
obligations have been met.
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(b) Cost Recovery Control Account:

CONTRACTOR will establish a Cost Recovery Control Account and
an off-setting contra account to control therem the amount of cost
remaining to be recovered, if any, the amount of cost recovered and
the value of Excess Cost Recovery Petroleum, if any.

(¢) Major Accounts:

For the purpose of classifying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
mimmum Exploration obligations have been met, costs, expenses
and expenditures shall be recorded m major accounts ncluding the
following:

- Exploration Expenditures;
- Development Expenditures other than Operating Expenses;
- Operating Expenses; | )
Necessary sub-accounts shall be used. Revenue accowits shall ‘be
maintained by CONTRACTOR to the extent necessary-. for the
control of recovery of costs and the treatment of Cost Recovery
Petroleum.
ARTICLE VI e
TAX IMPLEMENTATION PROVISIONS

It 1s understood that CONTRACT OR shall be su’b_;ect to Egyptian Income
Tax Laws except as otherwise provided in the agreement, that any ARE.
Income Taxes paid by GANOPE on CONTRACTOR’s behalf constitute
additional income to CONTRAC'T:OR;,'-and thts additional income is also
subject to AR.E. income tax;*tl,la_i;}is "orossed up".

"CONTRACTOR s amlllal"inccfné", as determined tn Article IIT (g) (3)
of thus Agreement, less the amount equal to CONTRACTOR’s

grossed-up Egyptian income tax liabtlity, shall be CONTRACTOR’s
"Provisional Income".
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The "gross-up value" ts an amount added to Provisional Income to give
"Taxable Income", such that the grossed-up value is equivalent to the ARE.

Income T axes.
THEREFORE:
T axable Income = Provisional Income plus Grossed-up Value
and
Grossed-up Value = A R.E. Income Tax on Taxable Income.

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

or profits, 1s constant and not dependent on the level of inc 0111é; then:
Grossed-up Value = A R E. income tax rate TIMES Taxable I‘}ictj;;;je’:.
Combining the first and last equations above

Provisional tricome X TaxRate

Grossed-up Value =
1 - Tax Rate

Where the tax rate is expressed as a decimal.”

The above computations are i._lluétrqtjeiji by the 'following numerical
example. Assuming that the Pf,{jvi'si.onal'lncome ts $10 and the ARE.
Income Tax rate 1s forty .j;j.eljc,éﬁti (21'0 %), then the Grossed-up Value 1s

equal to:

$10x 0.4

=3$0.67
1-04 >
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Therefore:
Provisional imcome $ 10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% 6.67

CONTRACTOR s Income after taxes $10.00
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