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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION
BETWEEN |
THE ARAB REPUBLIC OF EGYPT
| AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION

AND
CONOCO NORTH SITRA LTD.
AND
ORANJE-NASSAU WESTERN DESERT C.V.
AND
NORSK HYDRO SITRA AS.
" AND _
PHOENIX RESOURCES COMPANY OF NORTH SITRA
IN

THE NORTH SITRA AREA WESTERN DESERT

THIS AGREEMENT made and entered into on this thit-
eenth day of March 1988 by and between the ARAB REPUBLIC
OF EGYPT (hereinafter referred to variously as “A.R.E.” or
as the “GOVERNMENT?”), The EGYP- TIAN 'GENERAL
PETROLEUM CORPORATION, a legal entity created 'by
Law No. 167 of 1958 as amended (hereinafter referred to as
“EGPC”), and CONOCO NORTH SITRA LID., a company
organized and existing under the laws of Bermuda (hereinafter
referred to as “CONOCO”), ORANJE-NASSAU WESTERN
DESERT C.V., a company organized and existing under the
laws of The Netherlands (hereinafter referred to as “ORANJE-
NASSAU”), NORSK HYDRO SITRA A.5., a company
organized and existing under the laws of the Kingdom ot Norway
(hereinafter referred to as “NORSK HYDRO”), and PHOENIX.

RESOURCES COMPANY OF NORTH SITRA,
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a company organized and existing under the laws of the State of

Delaware, U.S.A. (hereinafter referred to as <PHOENIX);
CONOCO, ORANJE-NASSAU, NORSK HYDRO and
PHOENIX being hereinafter referred to collectively as

“CONTRACTOR.”

WITNESSETH

WHEREAS, all minerals including petroleum, existing 1n
mines and quarries in A.R.E., including the territorial waters,
and 1n the seabed subject to its jurisdiction and extending beyond
the territorial waters, are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petroleum 1n and through-
out the area referred to in Article I, and described in Annex “A”
and shown approximately on Annex “B” which are attached
heretoand made part hereof (hereinafter referred to as the “Area™);
and

WHEREAS, CONOCO, ORANJE - NASSAU, NORSK
HYDRO and PHOENIX agree to undertake their obhgations
provided hereinafter as a contractor with respect to the exploration,
development and production of petroleum in said Area ; and

WHEREAS, the Government desires hereby to grant such
Concession ;. and

WHEREAS, the Minister of Petroleum and Mineral
Resources pursuant to the provisions of Law No. 86 of 1956, may
enter into a concession agreement with EGPC, and with CONOCO,
ORANJE-NASSAU,; NORSK HYDRO and PHOENIX as a

contractor i the Area.
NOW, THEREFORE, the parties hereto agree as follows :

ARTICLE 1
DEFINITIONS

(a) uE.x;ﬁoration” shall include such 'geo}ogic?l} geophysical,
serial and other Surveys as may be conta‘,lnqd‘m thf; approveci:t
Work Programs and Budgets, and the drilling of such sho
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holes, core holes, stratigraphic tests, holes for the discovery of
Petroleum or the appraisal of Petroleum discoveries and other
related holes and wells, and the purchase or acquisition of
such supplies, materials, services and equipment therefor, all
as may be contained in the approved Work Programs and
Budgets. The verb “explore” means the act of conducting

exploration.

(6) “Development” shall include, but not be limited to, all the
operations and activities pursuant to approved Work Pro-

grams and Budgets under this Agreement with respect to :

1. the drilling, plugging, deepening, side tracking, redril-
ling, completing and equipping of development wells,
~ changing of the status of a well ; and

2. design, engineering, construction, installation, servicing
and maintenance of equipment, lines, systems facilities,
ﬂants and related operations to pfoduCe and opcfate
said development wells, taking, saving, treating,
extracting, Separating, handling, storing, transporting
and delivering Petroleum, rcpressﬁrilig, ‘recycling and
other Secondé,ry recovery projects ; and ' -

3. transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (1)

and {2).

() “Petroleum™ means liquid crude oil of various desittes,
substances that may be found in, and produced, or otherwise
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obtained and saved from the Area under this Agreement,
and all substances that may be extracted therefrom.

(@) “Liquid Crude Oil” or “Crude Oil” or “Oil” means any
hydrocarbon produced from the Area which is in a liqud
state at the wellhead or lease separators or which 1s extracted
from the gas or casinghead gas in a plant. Such liguid ;tatc
will exist at 60°F and atmospheric pressure. Such term

includes distillate and condensate.

(¢) “Gas” is natural gas both associated and non-assoctated, and
all of its constituent elements produced from any well in the

Area (other than Liquid Crude Oil) and all non- hydrocarbon
substances therein. Such term shall include residual gas.

() “LPG” means hquihed petroleum gas, which is a mixture of
ethane, propane and butanes liquified by pressure/tempera-
ture that have been extracted from the Gas stream by physical

and mechan®cal means.

(¢) A “Barrel” shall consist of forty-two (42) United States
gallons, liquid measure, corrected to a temperature of sixty

degrees  (60) Fahrenheit at atmospheric pressure.

(#) 1. <“Commercal O1l Well” means the first well in any
seological feature which after testing for a period of not

than thirty (30) consecutive days where practical,
th sound and accepted
d verified by EGPG,
rate

more
" Byt in any event in accordance Wi

industry production practices, an
.« found to be capable of producing at the average
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of not less than two thousand (2000) Barrels of O1l per
day (BOPD). The date of discovery of a “Commercial
Oil Well” is the date on which such well is tested and
completed according to the above.

2. “Commercial Gas Well”” means the first well on any
geological feature which after testing for a period of not
more than thirty (30) consecutive days where practical,
but in any event in accordance with sound and accepted
industry production practices and verified by EGPG,
1s found to be capable of producing at the average rate
of not less than ten (10) million standard cubic feet of
Gas per day (MMSCFD). The date of discovery of a
“Commercial Gas Well”’ is the date on which such well

15 tested and completed according to the above.

@) “A.R.E.” means ARAB REPUBLIC OF EGYPT.

(7)) “Effective Date” means the date on which the text of this
Agreement 1s signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law 1s issued.

(k) “Year” or “Calendar Year” means a period of twelve (12)
months according to the Gregorian Calendar.

(1) “Financial Year” means the GOVERNMENT’s financial
year according to the laws and regulations of the A.R.E.

the period of twelve (12} months accor-

(Tay Year means
m) “1ax of the AR.E.

ding to the laws and regulations
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(r) An “Affilated Company’’ means a company :

1.

the share capital, conferring a majority of votes at stock-
holders’ meetings of such company, of which is owned
directly or indirectly by a party hereto ;

which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders’ meetings
ol a party hereto; or

whose share capital conferring a majority of votes at
stockholders’ 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.

which directly or indirectly controls, is controlled by,
or 18 under common control with a party hereto. For

the purpose of this definition, the word “control” means

the right to exercise more than fifty percent (509,) of
the voting rights at shareholders’ or pariners’ meetings.

(6) “Exploration Block™ shall mean an area, the corner points
of which have to be coincident with 6’ X 6’ latitude and
longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the
Area covered by this Concession Agreement as set out in

Annex “A”.

(p) “Development Block” shall mean an area, the corner ponts
of which have to be coincident with 3’ X 3’ latitude and
longitude divisions according to the Internatim-lal Grid
System where possible or with the existing boundaries of the
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Ara covered by this. Concession Agreement as set out in
Annex “A”.

(q) “Development Lease (s)”’ shall mean the Development Block
or Blocks covering the geological structure capable of produc-
tion, the corner points of which have to be coincident with
3’ x 3’ latitude and lorgitude divisions according to the
International Grid System where possible or with the exi-
sting boundaries of the Area covered by this Concession Agree-
ment as set out in Annex “A”.

(r) <Agreement” means this Concession Agreement and Its
Annexes.

(s) “Gas Sales Agreement” shall mean a written agreement
between EGPG (as buyer) and EGPC and CONTRACTOR
(as sellers), which contains the terms and conditions for all
Gas sales from a Development Lease. The Gas Sales Agree-
ment shall contain provisions covering Ssuch subjects as
the following : definitions, services, facilities, rights and
obligations, delivery and redelivery points, quantities, Gas
processing, payment, term, taxes and duties, force majeure,
arbitration and applicable law, title and risk of loss, insurance,
liabilities, notices, audit, assignment, confidentiality and
specifications.

Annex “A> is a description of the Area covered and affected
by this Agreement. |

Aunex “B” is a provisional Alustrative map on the scale of

1+ 1,000 000 indicating the Area covered and affected by this

Agreement .nd described in AnneX 1.\
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Annex “C” is the form of a Letter of Guaranty to be
submitted by CONTRACTOR one (1) day before the time of
signature by the Minister of Petroleum and Mineral Resources
of this Agreement, for the sum of three milhon U.S. Dollars (U.S.
$ 3,000,000) guaranteeing the execution of CONTRACTOR’s
minimum exploration obligations hereunder for the first three (3)
year exploration pertod. In case CONTRACTOR extends the
initial exploration period for two (2) additional pericds each in
accordance with Article IIT (b) of the Agreenment, a similar Letter
of Guaranty shall be issued and be submitted by CONTRACTOR
on the day the CONTRACTOR exercises its option to extend.
The first such Letter of Guaranty shall be for the sum of one million
five hundred thousand U.S. Dollars (U.S. $§1,500,000) and the
second such Letter of Guaranty shall be for the sum of one million
five hundred thousand U.S. Dollars (U.S. $1,500,000), less, in
both instances, any excess expenditures of the preceding exploration
period permitted for carry forward in accerdance with Article
IV (b) third paragraph of this Agreement. Each of the three
Letters of Guaranty shall remain effective for six (6) months after
the end of the exploration period for which it has been 1ssued except
as it may be released prior to that time in accordance with the
terms thereol.

Annex “D” is the form of a Charter of the Operating
Company to be formed as provided for in Article VI hereof. -

Annex “E” 1s the Accounﬁhg Procedure.

- Annex “F” 1s a current map of the National Gas pipeline
Grid System established by the Government. The point of deli-

very for Gas shall be agreed upon by the parties under the Gas
Sales Agreement, which point of delivery will be-at tl}c ﬂang_e
lease pipehine to the National Gas Pipeline Grid

connecting the -
» or as otherwise agreed.

System, as depicted in Annex ©
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Annexes “A”, «B”, «<C”, «“D”, “E”, and “F” to this Agree-
ment are hereby made part hel‘eof and they shall be considered
as having equal force and eftect with the provisions of this
Agreement.

ARTICLE ' II1

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CON-
TRACTOR subject to the terms, covenants 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, an exclusive concession in and to

the Area described In Annexes “A” and ¢B”.

(@) The GOVERNMENT shall own and be entitled, as hereinaf-
ter provided to a royalty in cash or in kind of ten (10) percent
of the total quantity of Petroleum produced and saved from
the Area during the development period including renewal.
Said royalty shall be borne and paid by EGPC and shall not
be the obligation of the CONTRACTOR. The payment
of royalties by EGPQC shall not be deemed to result in income
attributable to the GONTRACTOR.

() An initial Exploration period of three (3) years shall start
from the Effective Date. Two (2) successive additional
Exploration periods of two (2) years and one (1) year, respec-
tively, shall be granted to CONTRACTOR at its option,
upon not less than thirty (30) days’ prior written notice to
EGPC and subject only to its having fulfilled its obligations
hereunder for the then current period. This Agreement
saall b tsrminated if neither a Gommercial Oil Discovery
nor Commercial Gas Discovery 1s éstablished by the end of

the sixth (6th) year of the Exploration period. However,
each such period may be extended at CONTI\AC".[ OR’s
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option for up to six (6) months to enable the completion of
drilling and testing of any well actually drilling or testing at
the end of each Exploration period. The election by EGPC
to undertake a sole risk venture under paragraph (c) below
shali not extend the Exploration period nor affect the termi-
nation of this Agreement as to CONTRACTOR.

(c) Commercial Discoverjr

(@

A Commercial Discovery, whether of Oil or Gas, may
consist of one rroducing reservoir or a group of producing
reservolrs which is worthy of being developed
commerclally. After discovery of a Commercial il
or Gas Well, CONTRACTOR shall, unless otherwise
agreed upon, undertake as part of its Exploration program
the appraisal of the discovery by drilling one or more
appraisal wells, to determine whether such discovery is
worthy of being developed commercially, taking into
consideration the recoverable reserves, production,
pipeline and terminal facilities required, estimated
Petroleum prices, and all other relevant technical and
economic factors.

The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery
and Development Lease. They shall apply uniformly
to O1l and Gas unless otherwise specified. '

(#8t) CONTRACTOR shall give notice of a Commercial.

Discovery to EGPC immediately after the discovery is
considered by CONTRACTOR to be worthy of commer-

clal development but in any event with respect to a
Commercia! Oil Well not later than the completion of
the second appraisal well, or twelve (12) months follow-

ing the date of the Commercial O Well (unless
EGPC agrees that such period may be extended),

whichever is earlier, or, with respect to a Commercial

" Gas Well, not later than twenty-four (24) months

following the date of the discovery of the Commercial
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Gas Well (unless EGPC agrees that such period may be
extended), except that CONTRACTOR shall also have
the right to give such notice of Commercial Discovery
with Tespect to any reservolr or reservoirs even 1if the
well or wells thereon are not “Commercial” within
the definition of “Commercial Well” if; in its opinion, .
2 TeServoir or a group of reservoirs, considered collectiv-

ely, could be worthy of commercial development.

CONTRACTOR may also give notice of a Commercial
Oil Discovery in the event it wishes to undertake a Gas
Recycling Project. A notice of Commercial (as Disco-
very shall contain all detailed particulars ci the disco-
very and especially the area of Gas reserves, the cstimated
production potential and profile and field lifc.

Following receipt of a notice of a Commercial Oil or
Gas Discovery, EGPG and CONTRACTOR shall meet
nd review all appropriate data with a view to mutually
agreeing upon the existence of a Commercial Discovery.
The date of Commercial Discovery shall be the date
EGPC and CONTRACTOR agree that a Commercial
Discovery exists. .

If Crude Oil is discovered but is not deemed by
CONTRACTOR to be a Commercial Oil Discovery
under the above provisions of this paragraph (c), EGFC
shall one (1) month after the expiration of the period
specified above within which CONTRACTOR can
give notice of Commercial Discovery, or thirteen (13)
months after the completion of a well not considered
to be a “Commercial Oil Well” have the right, following
sixty (60) days’ notice in writing to CONTRACTOR;

At its sole cost, risk and expcnse, to develop, produce and

dispose of all Crude Oil from the geological feature on
which the well has been drilled. Said notice shall state
the specific area covering said geological feature to be
developed, the wells to be drilled, the production facilities
to be installed and EGPC’s estimated cost thereol.

Within thirty (30) days ofter receipt of said nqtice,'
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CONTRACTOR may, in writing, elect to develop such
area as provided for in the case of Commercial Discovery
hereunder. In such event, all terms of this Agreement

shall continue to apply to the specified area.

If CONTRACTOR elects not to develop such area, the
specific area covering said geological feature shall be set
aside for sole risk operations by EGPC, such area to be
" mutually agreed upon by EGPC and CONTRACTOR
on the basis of good petroleum industry practices. 'In
the event Operating Company has come into existence
EGPC shall be entitled to have Operatirg Gompany
perform such operations for 1t at EGPC’s sole cost, 1isk
and expense. When EGPG has recovered Irom the
Crude Oil produced from such specific aTea a quantity
of Crude Oil equal in value to three hundred (3C0) per-
cent of the costs it has incurred in carrying out the sole
risk operations, CONTRACTOR shall have the option,
only in the event there has been a separate Commercial
Oil Discovery, to share further development and produc-
tion of that specific area upon paying EGPC one hundred
(100) percent of such costs incurred by EGPC. Such
one hundred (100) percent payment shall not be recove-
red by CONTRACTOR. Immediately following such
payment, the specific area shall either (1) revert to the
status of an ordinary Development Lease under this
Agreement and thereafter shall be operated in accordance
with the terms hereof ; or (i) alternatively, in the event
that at such time EGPC or its Affihated Company 1S
conducting development operations in the area at its
sole expense and EGPCG clects to continue operating,
the area shall Temain set aside, and CONTRACTOR
shall only be entitled to its production sharing percentage
-~ of the Crude Oil as specified in Article VII (b) below.
The sole risk Crude Oil shall be valued in the manner

' \ f Artide VIL. In the event
I;TfOVlil? erminat ?.Ph @ X ment under the

teymination of this Agree L
provisions of Article 111 (b) above, this Agreement shall;
however, continue to apply

to EGPC’s operation of any
sole risk venture hereunder although such Agrcemcnt*
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shall have been texmirated with respect to CONTRA-
CTOR pursuant to the provisions of Article III (b) above.

(d) Conversion to a Development Lease

() Following a Commercial Oil Discovery or a Ccmmercaial
Gas Discovery, the extent of the whole area capable of
production to be covered by a Development Lease shall
be mutually agreed upon by EGPC and CONTRAC-
TOR and be subject to the approval of the Minister of
Petroleum and Mineral Resources. Such area shall
be converted automatically into a Development Leasc
without the issue of any additional legal instrument or
P ermission.

(ii) Following the conversion of an area to a Development
Lease based on a Commercial Gas Discovery (or upon
the discovery of Gas in a Development Lease granted
following a Commercial Oil Discovery), EGPC shall
make efforts to find the adequate local markets capable
of absorbing the production of Gas and shall advise
CONTRACTOR of the potential outlets for such Gas,
and the expected annual schedule of demand. Therea-
fter, EGPC 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, the Gas
thus made available shall be disposed of to EGPC under
a long-term sales agreement in accordance with and
subject to the conditions set forth in Article VII below.

(#1) The development period of each Development Lease
shall be as follows : ' |

(aa) Inrespect of a Commercial O1l Discovery, twenty -
(20) years from the date of each Commercial Discovery
plus the Optional Extension Period (as defined below)
pi"ovided that, in the event that subsequent to the conver-
sion of a Commercial Oil Discovery into a Development
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Lease, Gas is discovered in the same Development Lease
and 1s used or 1s capable of being used locally or for export
hereunder, the period 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 first deliveries of Gas locally or for export plus
the Optional Extension Period (as defined below) provi-
ded that the duration of such Development Lease based
on the Commercial Oil Discovery may not be extended
beyond thirty-five (35) years from the date of the Com-
mercial Oud Discovery. CONTRACTOR shall imme-
diately notify EGPC of any Gas discovery, but there
shall be no requirement to apply for a new Development
Lease 1n respect of such Gas.

(60) In respect of a Commercial Gas Discovery,
twenty (20) years from the date of first deliveries of Gas
locally or for export plus the Optional Extension Period
(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 Lease, CONTRACTOR?s share of such
Crude Oil from the Development Lease (except LPG
extracted from Gas or Crude Oil in the form of con-
densate produced with Gas) shall revert entirely to
EGPC upon the lapse of twenty (20) years from the date

~of such Crude Oil discovery, plus the Optional Extension
Period (as defined below).

Notwithstanding anything to the contrary under

this Agreement, the duration of a Development Lease
based on a Commercial Gas Discovery shall, 1n no case,
exceed thirty-five (35) years from the date of such Com-

mercial Gas Discovery.
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CONTRACTOR shall immediately notity EGPG
of any Oil discovery, but there shall be no requirement
to apply for a new Development Lease in respect of such

Crude oil.

The “Optional Extension Period” shall mean a period
of five (5) years which may be elected by CONTRACTOR
upon six (6) months’ written notice to EGPC prior to the
expiry of the relevant twenty (20) year period.

(¢) Development operations shall, upon the issuance of a Develop-

ment Lease granted following a Gommercial Oil Discovery,
be started promptly by Operating Company and be conducted
in accordance with good oil field practices and accepted
petroleum engineering principles, until the field 1s considered
to be fully developed, it being understood that if associated
Gas is not utilized, EGPC and CONTRACTOR shall nego-
tiate in good faith on the best way to avoid impairing the
production in the economic interests of the parties. In the
event no Commercial Production of ¢il in regular shipments
is established in any Development Block within three (3) year:
from the date of the Commercial Ol  Discovery suct
Development Block shall immediately be relinquishec
unless there is a Commercial Gas Discovery on the Develop:
ment Lease. However, such three (3) year period may b¢
extended by an additional period not exceeding one (1) 'yt:ar,
subject to approval of the Minister. Each Developmen
Block in a Development Lease being partly within the radiu
of drainage of any producing well 1n such D‘evelopmeht Least
shall be considered as participating in the Commercia

Pmductlon referred to above. Dev elopment operations u

nd  Crude Oilin the form of Condensate ©
d from such Gas shall
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upon the signature of a Gas Sales Agreement or commence-
ment of a scheme to dispose of the Gas, whether for export as
referred to in Article VII below or otherwise, be started
promptly by Operating Company and be conducted in ac-
cordance with good gas ficld practices and accepted petroleum
engineering principles and the provisions of such Gas Sales
Agreement or scheme. In the event no Commercial
Production of Gas is established in accordance with such Gas
Sales Agreement or scheme, the Development Lease relating
to such Gas shall be relinquished, unless otherwise agreed

upon by EGPC.

(f) CONTRACTOR shall bear and pay all the costs and

expenses required in carrying out all the operations under

this Agreement but such costs and expenses shall not include
any interest on Investment. CONTRACTOR shall look

only to the Petroleum to which it 1s entitled under this Agree-
ment to recover such costs and expenses. Such costs and
expenses shall be recoverable as provided in Article VIL
During the term of this Agreement and its renewal, the total
production achieved in the conduct of such operations shall

be divided between EGPC and CONTRACTOR m accor-
dance with the provisions of Article VII.

(g) 1. Unless otherwise provided, CONTRACTOR shall be

subject to Egyptian income tax laws and shall comply
with the requirements of such laws with respect to the
filing of returns, the assessment of tax, and the keeping

and showing for review by any authorized personnel of
EGPC or the Governlnent of books and records.

2. CONTRACTOR’s annual income for Egyptian income
tax purposes under this Agreement shall be an amount

calculated as follows :

The total of the sums recetved by GONTRACTOR

from the sale or other disposttion of all Petroleum
&quﬁl'cd by GONTRACTOR pursuant to Article V1,

paragraphs (2) and (b) ;
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Reduced by :
(z) the costs and expenses of CONTRACTOR ;

(i7) the value, as determined according to paragraph
(c) of Article VII of EGPC’s share of the Excess
Cost Recovery Petroleum repaid to EGPC 1n caSh

~or in kind, if anY,

PLUS :

An amount equal to CONTRACTOR’s Egyptian
income taxes grossed up in the manner shown in Annex
E, Article VI

For purposes of above tax deductions in any lax
Year, paragraph (a) of Article VII shall apply only m
respect of classification of costs and expenses and rates of
amortization, without regard to the percentage limita-

tion 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 paragraph (a) of Article VII as :
above qualified shall be deductible in accordance with

‘the provisions_- of the Egyptian Income Tax Law.

. EGPC shall assume, pay and discharge, 1 in the name and

on behalf of the CONTRACTOR, CONTRACTOR’s
Egyptian Income Taxes out of EGPC’s share of the

Petroleum produced and saved and not used In operations
under Article VIL. ~ All taxes paid by EGPC in the

name and on behalf of CONTRACTOR shall be consid-
eted meome to CONTRACTOR  as calcnlated in
ELGCOI dance with Attlcle VI of the atta ched Accounung

" Procedure.
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4. EGPC shall furnish to CONTRACTOR the proper
offictal receipts evidencing the payment of CON-
TRACTOR’s Egyptian Income Tax for each Tax Year,
within ninety (90) days following the receipt by EGPC
of CONTRACTOR’s tax declaration for the preceding
Tax Year. Such receipts shall be issued by the proper

Tax Authorities and shall state the amount and other
particulars customary for such receipts.

5. As used herein, Egyptian Income Tax shall be inclusive
of all income taxes payable in the A.R.E. (including
tax on tax) such as the tax on income from movable
capttal and the tax on profits from commerce and indstry
and Inclusive of taxes based on income or profits, inclu-
ding all dividens, withholding with respect to shareholders,
and other taxes imposed by the GOVERNMENT of
the A.R.E. on the distribution of income or profits by
CONTRACTOR.

6. In calculating its A.R.E. Income Taxes, EGPC shall be
entitled to deduct all royaliies paid by EGPC to the
GOVERNMENT and CONTRACTOR’s Egyptian
income taxes paid by EGPC on CONTRACTOR’s

behalf. '
ARTICLE IV
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

oration operations

. Expl
(ﬂ) CONTRAGT OR Sh&n ¢commence P fter de T ffectch

an six (6) months
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(0)

Date. Not later than the end of the fifteeth (15th) month
after the Effective Date, CONTRACTOR shall start Explo-

ration drilling in the Area, with a commitment of drilling
two (2) wells during the initial Exploration period. EGPC
shall make available for CONTRACTOR’s use all selsmic,

wells and other Exploration data in EGPC’s possession with
respect to the Area.

The initial Exploration period shall be three (3) years.
CONTRACTOR may continue Exploration 2ctivities by
undertaking two (2) successive additional periods of two (2)
years and one (1) year respectively, each in accordance with
Article ITI (b) upon at least thirty (30) days’ prior written
notice to EGPC, subject to CONTRACTOR’s expenditure

of 1ts minimum Exploration obligations and of its fulfillment

CONTRACTOR shall spend a minimum of three mil-
lion U.S. Dollars (U.S.$ 3,000,000) on Exploration operations
and activities related thereto during the initial three (3) year
Exploration period ; during such initial period, CONTRA-
CLOR shall drill two (2) wells. For the two (2) successive
additional Exploration Periods of two (2) years and one (1)

year, respectively, that CONTRACTOR elects to undertake
ocyond the initial Exploration peried, CONTRACTOR

Shall Spend a mipimum of one million five hundred thousa:nd_
US. Dollars (U, $ 1,500,000) and drill one (1) well during
each such additional pcriod.l
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Should CONTRACTOR spend more than the minimum

amount required to be expended or drill more wells than the
minimum required to be drilled during the initial three (3)
year Exploré.ﬁon period, or during any period thereafter, the
excess may be subtracted from the minimum amount of money
required to be expended by CONTRACTOR or minimum
number of wells requiréd to be drilled during any succeeding

Exploration period or periods, as the case may be.

. In case CONTRACTOR does not fulfill its Exploration

obligations under this Agreement as set forth above before or
at the end of the third (3rd) year of the initial period, or any

extension thereof, having expended less than the total sum of
three million U.S. Dollars (U.S. § 3,000,000) on Exploration

or in the event at the end of the third (3rd) year CONTRA-
CTOR has expended less than said sum in the Area, an amount

equal to the difference between the said three million U.S.

Dollars (U.S. § 3,000,000) and the amount actually spent on
Exploration activities shall be paid by CONTRACTOR to
EGPGQ at the time of surrendering or within three (3) months
from the end of the third (3rd) year of the initial Exploration
period, as the case may be. Any expenditure deficiency by
CONTRACTOR at the end of any additional period for the
reasons above noted shall similarly result in a payment by

CONTRACTOR to EGPCG of such deficiency. Provided
as 1o CONTRAGL OR,

' ment 18 sill 1 force
this Agrec o Tecover any such pay-

R shall be entitled t :
CONTRACTO a the manner Pronded

ration expenditures n , .
ments as EXPlo a P mmercial Production.

for under Article VII in the event of Co
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Without prejudice to Article III (b), in case no
Commercial O11 Discovery is established or no notice of
Commercial Gas Discovery is given by the end of the sixth
(6th) year of the Exploration peried or any extensions thereof,
or 1n case CONTRACTOR surrerders its Exploration
obligations under this Agreement prior to such time, EGPC
shall not bear any of the aforesaid expenses incurred by

CONTRACTOR.

(¢} Atleast four (4) months prior to the beginning of each Finan-
cial Year or at such other times as may mutually be agreed
to by EGPC and CONTRACTOR, CONTRACTOR shall
preparc an Exploration Work Program and Budget for the
Area setting forth the Fxploration operations which CONT-
RAGTOR proposes to carry out during the ensuing year.
During cach Exploration period, such Work Programs and
Budgets taken together shall be at least sufficient to satisfy
CONTRACTOR’s minimum expenditure obligations for
the period 1t covers, taking into account any credits for excess
drithng or expenditures by CONTRACTOR in prior
Exploration periods.

The Exploraﬁon Work Program and Budget shall be
reviewed by a joint committee to be established by EGPC
and CONTRACTOR after the Effective Date of this Agree-

ment. This Committee, hereinafter referred to as the
“Exploration Advisory Committee”, shall consist of six (6)
members, three (3) of whom shall be appointed by EGPE

and three (3) by CONTRACTOR. The Chairman of the
Exploration Advisory Committee shall be designated by EGPC

from among the members app ointed by it. 'Lhe Exp}oratlm}t
Advisory Committee shall review and give such advice as 1
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deems appropriate with respect to the proposed Work program
and Budget. Following review by the Exploration Advisory -
Committee, CONTRACTOR shall make such revisions as
CONTRAGTOR deems appropriate and submit the Explo-
ration Work Program and Budget to EGPC for its approval.
Following such approval, it is further agreed that : -

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

() In the event of emergencies involving danger of loss of
ives or property, CONTRACTOR may expend such
additional non-budgeted amounts as may berequired to
alleviate such danger. Such expenditure shall be
considered in all respects as an Exploration experditure
and shall be recovered pursuant to the provisions of
Article VII hereof.

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

(¢) CONTRACTOR  shall be responsible for the preparation
and performance of the Exploration Work Program which
shall be implemented in a workmanlike manner and consistent
with good:industry practices. | |

¥Z Pxcept as1s appropriate for the pr 0‘3355'13% of da?= ?;Eiiae;
= hdint . . CIiL 2%
lized laboratory, engineering and ‘o Ocliﬁlside A.R.E.,

| | made in specialized centers
thereon, 0 1 ; es as well as any other

logical and geophysical stud | 1
231(1%250 ggllated to the performance of this Agreement, shall
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be made in the A.R.E. CONTRACTOR shall entrust the
management of Exploration operatiors i the A.R.E. to its
technically competent General Manager and Deputy General
Manager. The names of such Manager and Deputy General
Manager shall upon appointment, be forthwith notified to
the GOVERNMENT and to EGPC. The General Manager and
in his absence, the Deputy General Manager shall be entrus-
ted by CONTRACTOR with sufficient powers to carry out
immediately all lawful written directions given to them by
the GOVERNMENT or its representative 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 CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (30) days
from the end of each calendar quarter, with a Statement of
Exploration Activity showing costs incurred by CONTRA-
CTOR during such quarter. CONTRACTOR’s records
and necessary supporting documents shall be avezilable for
inspection by EGPC at any time during regular working
hours for three (3) months from the date of receiving each
Statement.

Within the three (3) months from tiie date of receiving
such Statement, EGPC shall advise CONTRACTOR 1in

writing if 1t considers :
1. that the record of costs 1s not correct ;

2. that the costs of goods or services supplied are nct 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
contracted for, provided, however, that purchases made
and services performed within A.R.E. shall be subject

{o Article XXV

of the m Jierials  furmshed by

1t101 ] - :
3. that the O not taﬂY with thelwr prices , or

CONTRACTOR does
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4. that the costs incurred are not reasonably required for

operations.

CONTRCTOR shall confer with EGPC in connection
with the problem thus presented, and the pai*ties shall attempt
to reach-a settlement which is mutually satisfactory. Any *
reimbursement due to EGPC out of the Cost Recovery Petro-
leum as a result of reaching agreement or of an arbitral award
shall be promptly made in cash to EGPC, plus simple interest
at LIBOR plus 2.5 percent per annum from the date on which
the disputed amount (s) would have been paid to EGPC
according to Article VII (a) (2) and Annex “E” (i.c., the
date of rendition of the relevant Gost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall
be the average of the figure or figures published by the
Financial Times representing the mid-point of the Tates
(bid and ask) applicable to or.e month U.S. Dollar deposits in
the London Interbank Eurocurrency Market on each fifteernth
(15th) day of each month occurring between the date on
which the disputed amount (s) would have been paid to EGPC
and the date on which it is settled.

If the LIBOR ratc is available on any fifteenth (15th)
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

depostts,

If such fifteenth (1 5th) day 1s not a day on which LIB

. 1. N
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Market, the LIBOR rate to be used shall be that quoted on
the next following day on which such rates are quoted.

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

() CONTRACTOR shall supply all funds necessary for its
operations in A.R.E. under this Agreement in freely conver-
tible currency from abroad. CONTRACTOR shall have
the right to buy Egyptian currency whenever required and
the conversion shall be made at the local banks in the A.R.E.
according to the Official A.R.E. rate of exchange.

) EGPC 1s authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against recciving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official A.R.E. rate
of exchange, such Dollars to be deposited In an EGPC account
abroad with a correspondent bank of the National Bank of
Egypt, Calro. Withdrawals from sald account shall be used
for financing EGPC’s and its Affiliated . Companies’ foreign
currency requirements subject to the appmval of the Minister
of Petroleum and Mineral Resources. |

- ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

@) Mandatory

A% the end of the third (3rd) year after the Eife ctivTid Ié ;j;
 reof, CONTRACTOR shall relicquish to the GOVERN?

) . - . . ‘ t n
t tal of tWﬂr*y—ﬁve.(-ZS). nercent of the original Area not the
a O oiic i
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converted to a Development Lease or Leases. Such relinquish-
ment shall be in units of whole Exploration Blocks or parts of
Exploration Blocks not converted to Development Leases so as to
enable the relinquishment requirements to be precisely fulfilled.
At the end of the fifth (5th) year after the Effective Date hereof,
CONTRACTOR shall relinquish an additional twenty-five (25)
percent of the original Area not then converted to a Development
Lease OI'; Leases. Such relinquishment shall be in units of whole
-Eiploration Blocks or parts of Exploration Blocks not converted
to Development Leases so as to enable the re]inquishment

I"Eqiliremcnts to be precisely fulfilled.

Wii:hout prejudice to Articles IIT and - XXII or the Iast
paragraph of this Article V (a), at the end of sixth (6th) year of

the Exploration period, CONTRACTOR shall relinquish the
rem,alndcr of the original Area not then converted to a

Development Lease or Leases. It is understood that at the time
of any relinquishment the areas to be converted into Development
Leases and which are submitted to the Minister of Petroleum and
Mineral Resources for his approval, according to Article TII (d)
shall, subject to such approval, be deemed to bc converted to

Development Leases.

Nothing in this Agreement shall be construed as requiring
CONTRACTOR to relinquish any Exploration Block or Blocks

which a Commercial Qil or Gas Well i is discovered before the
period of time referred to in Article I1I (c) of this Agreement given

10 GONTMGTOR 10 dctcrmmc whether such. well is 2 Com-

the
mercial Discovery worthy of development. In the event at the
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end of any Exploration period a well is actually drilling or testin g,
CONTRACTOR shall be allowed up to a six (6) month period to
enable it to establish a Commercial Oil or Gas Well or declare

a Gommercial Discovery, as the case may be.

() Voluntary

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

Any relinquishments hereunder shall be credited ‘tcward the
mandatory provisions of Article (V) (a) above. Following Com-
mercial Discovery, EGPC and CONTRACTOR shall mutually

agree upon any area to be relinquished thereafter, except for the
relinquishment provided for above at the end of the total
Exploration period.

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

() EGPC and CONTRACTOR shall form in the A.R.E. an
Opcrating company pursuant to Artjcle VI (b) and Annex «D>
which company shall be named by mutual agreement between
EGPC and CONTRACTOR and such name shall be subject

to the approval of the Minister of Petroleum and Mineral

Resources \hﬁTCinaftex referred to as “Op eratiﬁg Company?’)'.
Said company shall be a pﬁv ate sector company. Operating

Company shall be subject to the laws and regulations in fo:;: -
in the A.R.E. to the extent that such laws and regulations
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Cmconsiztent with the provisions of this Agreernent or the
-~ arter of Operating Cou pary.

clowever, Opcrating Companv  and CONTRACTOR
.z, for the purpose of this Agrecment, be exempted from the
owing laws and regulations as now or hereafter amended
. 3ubstitizted :
- Law No. 97 of 1976, (jrganizing dealings in foreign cur-
rencles

Law No. 48 of 1978, on the stafl reoulations of Public
Companles
Law No. 159 of 1981, promulgating the law on joint
stock companies, partnership limited by share companies
and hmited hability companies : and

~ Law 97 of 1983 promulgating the law concerning pubhic
sector’s authorities and companics.

() <ac Charter of Operating Company is hereto attached as
vnex “D”. Within thirty (30) days after the date of a Com-
Aeretal Oil Discovery or within thirty (30) days after signature
ta Gas Sales Agreement or commencement of a scheme to
1.pose of Gas (unless otherwise agreed upon by EGPC and
“ONTRACTOR), the Charter shall take effect and Opera-
ing Company shall automatically come into existence
vithout any further procedures, at which time the

ﬁ{ﬂ(ﬂ? aflon Advisory Committee shall be dissolved.

(¢) Ninety (90) days fter the date Operating Compary comes

. above, 1t
nto existence in accordance with paragraph (b) ,
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shall prepare a Work Prograin and Budeet tor further Explo-
sition and Development for the remamder of the Fimancial
Year m which tiie Commerclal Discovery 1s made ; and not
l.ter than tour (4! moatis before tue end of the current
tinanclal Year {or such othier date as may be agreed upon)
and four (4) months preceding the commencement of each
succeeding Financial Year thereafter (or such other date as
may be agreed upon) Operating Company shall prepare an
annual Production Schedule, Work Program ard Budget
{;r farther rxploration and Development for the succeeding
'ivancial Year. The Production Schiedule, Work Program
a:d Budget shall be submitted to the Board of Directors fox
ipproval. |

Not later than the twentieth (20th; day of each month,

~Operating Company shall furnish to CONTRACTOR a

wrltten estimate of its total cash requirements for expenditure
for the first half and the second half of the succeeding month
cxpressed in U.S. Dollars having regard to the approved
Budget. Such estimate shall take into consideration any
cash expected to be on hand at month end. Payment for
tiie appopriate pertod of such month shall be made to the
correspondent bank designated 1n paragraph (e) below on the
first (1st) day and fifteenth (15th) day respectively, or the
next tollowing business day, if such day 1s not a business day.

Operating Company 1s authorized to keep at its own disposal
abroad in an account opered with a first-class international
bank that 15 a correspondent bank of the National Bark of
Egypt, Cairo, the foreign funds advanced by CONTRA-
. TOR. Withdrawals from said account shall be used for

aymem {on gl)(JdS cnd serviges acquired abroad and for

tmﬁ_%{eml ¢ to a locad bank in the ARE. th% N Z%iu E;lr
unt fo._ mee: expcndl’tul"es . quaﬁ fivities under
gngratlng Company i connection with 118 ac
pe

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

cial Year.

(f) If and for as long during the period of production operations
there exists any c¢Xcess capacity in production facilities which
cannot during the period of such excess be used by the
Operating Company, EGPC and CONTRACTOR will

consult together to find a mutually agreed formula whereby
EGPC may use the excess capacity if it so desires without
any unreasonable financial or operational disadvantage to

the CONTRACTOR.

ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) 1. GCost Recovery Petroleum.

Subject to the auditing provisions under this Agreement,
| CONTRACTOR shall recover all costs and expenses 1n
4 respect of all the Exploration, Development and related

operations under this Agreement to the extent and out

of forty (40) percent quarterly-of all Petroleum produced

-nd saved from all Development Leases within the Area’

hereunder and not used in Petroleum operations. Such

Petroleum is herelnafter referred to as “Cost Recovery

Defroleum’ .
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(2} Operating Expenses, incurred and paid after
the date of the mitial Commercial Production, which,
for thepurposes of this Agreement, shallmean the date on
which the first vegular shipment of Crude Oil or the

first delivertes of Gas zre made, shall be recoverable
etther in the Tax Year in which such costs and expenses
are Incurred avd paid or the Tax Year in which initial
Commercial Production occurs, whichever is the later
date.

() Exploration Expenditures imncluding  those
accumulated nriov to the commencement of 1 itial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date oy which the first regular
shipmei.t of Crude O1l or the first deliveries of Gas are
made, shall be recoverable ot the rate of twenty five (25)
percent per anvum starting either in the Tax Year in
which such experditures sre ncurred and pald or the
Tax Year iu which initial Commercial Production com-

mences, whichever 1s the later date.

(iz2) Development Expenditures, including those
accumnulated prior to the commencement of 1ritial Com-
mercial Production, which, for the purposes ot this
Agreement, shall mean the date on which the first regular
shipment of Crude Oil or the first deliveries of Gas are
made, shall be recoverable at the rate of twenty-five
(25) percent per annum starting in the Tax Year ir which
such expenditures are incurred and paid or the Tax Year
in which initial Commercial Production commernces,
whichever 1s the later date.

(v) To the extent that, 1n a Tax Year, costs, experses
or expenditures recoverable per paragraphs (i), (i) and
(111) preceding exceed the value of all Gost RE‘,CCN?TY
Petrolenm for such Tax Year, the excess sk}zﬂ\ be carried
forward for recovery ‘n the next succeeding Tax Year

or Years until fully recovered, but 1 1o (;lra,s.lez ;%E:;‘ (;}];J
termination of this Agreement, as to CONT 2.
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(v) For the purpose of determining the classification
of all costs, expenses and expenditures for thelr recovery,

the following terms shall apply :

(a) “Exploration Expenditures” shall mcan all costs

and expenses for Lxploration.

(b) “Development Fxpenditures” shall mean all costs
and expenses for Development with the exception

of Operating Expenses.

(¢) ,Operating Expenses” shall mean all costs, expenses
and expenditures made after initial Commercial
Production, which costs, expenses and expenditures
-re not normally depreciable. However, Operating
Expenses shall include workover, repalrr and
maintenance of assets, but shall not include any of
the following : side tracking ; redrilling and changing
the status of a well ; replacement of assets or a part
of an asset ; additions, improvements, renewals or
major overhauling that extend the life of the asset.

(v) It is understood and agreed upon that the
recovery of costs and expenses as based upon the rates
referred to above shall be allocated to each quarter
proportionately (one fourth to each quarter). However,
any recoverable costs and expenses not recovered in one
quarter, as thus allocated, shall be carried forward for

recovery in the next quarter.

7. Rxcept as provided in sub-paragraph (2) (3) below of
this Article VIL, CONTRACTOR shall each quarter
be entitled to and own 21l Cost Recovery Petroleum,

which shall be taken and disposed of in the manner

determined pursuant 1o Artide VII (e). To the extent
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that the value of all Cost Recovery Petroleum (as deter-
mined in paragraph (c¢) below) exceeds the actual recove-
rable costs and expenditures, including any carry forward
under paragraph (a) (1) (vi) above, to be recovered in
that quarter, the value of such Excess Cost Recovery
Petroleum shall be paid in cash by CONTRACTOR to
EGPC in the manner set forth in Article IV of the

Accounting Procedure contained in Annex “E”.

. Ninety (90) days prior to the commencement of each

year, EGPC shall be entitled to elect by notice in writing
to CONTRACTOR to require repayment of up to one
hundred percent (1009%) of Excess Cost Recovery
Petroleum in kind. Such repayment will be in Crude Oil
from the Concession Area F.O.B. export terminal or
other agreed delivery point ; provided that the amount
of Crude Oil taken by EGPC in kind in a quarter shall
not exceed the value of Cost Recovery Crude Oil actually
taken and separately disposed of by CONTRACTOR
from the Concession Area during the previous quarter.
If EGPC’s entitlement to receive repayment of Excess
Cost Recovery Petroleum is hmited by the foregoing
provision, the balance of such entitlement shall be paid
in cash.

(6) Production Sharing :

1. The remaining sixty percent (60 o/,) of the Petroleam

shall be taken and disposed of separately by EGPC and

CONTRACTOR in the following percentages. Such shares
shall be taken and disposed of pursuant to Article VII (e).
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e

. | CONTRAC-
Crude Oil EGPC Share TOR Share
Crude Oil produced and saved
under this Agreement and
not used in  Petroleum | |
operations. Barrels per day
(quarterly average).
That portion or increment up | Eighty Twenty
to 50,000 BOPD. percent (80%) | percent (20%)
That portion or increment | Eaghty-two Eighteen
from 50,001-100,000 BOPD | percent (82%) percent (18%)
That portion in cxcess of | Eighty-five Fifteen
100,000 BOPD | percent (85%) | percent (15)

i

Gas and LPG :

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

EGPC Share : Eighty Percent (809%)
CONTRACTOR Share : Twenty Percent (20%)

2. After the end of each contractual year during the
term of any Gas Sales Agreement entered Into pursuant to
Article VII (e), EGPC and CONTRACTOR (as sellers) shall
render to EGPC (as buyer) a statement for an amount of Gas,
if any, equal to the amount by which the quantity

of Gas of which EGPC (as buyer) has taken delivery
falls below seventy-five (75) percent of the contract quantities
of Gas as established by the applicable Gas Sales Agreement

~ (the “Shortfall”), provided the Gas 1s available. Within
sixty (60) days of receipt of the statement, EGPC (as buyer)
shall pay EGPC and CONTRACTOR (as sellers) for the
mount of the Shortfall, if any. The Shortfall shall be
induded in EGPC’s and CONTRACTOR’s ‘en’atlfsme?ts to
Gas pursuant to paragr aphs (a) and (b) of this Article In the
fourth (4th) 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 “Shortfall account.”  Quantities ot
Gas (“make-up gas’’) which are delivered 1n subsequent years
in excess of seventy-five (75) percent of the Contract quantities
of Gas as established by the applicable gas sales agreement,
shall be set against and reduce quantities of Gas in the Shortfall
account to the extent thereof and, to that extent, no additional
payment shall be due in respect of such Gas. Such make-up
gas shall not be included in EGPC’s and CONTRACTGOR’s
entitlements to Gas pursuant to paragraphs (a) and (b) of
this Article. CONTRACTOR shall have no nights to such
make-up gas. The percentages set forth in Article VII (a)
and this Article VII (b) in respect of LPG produced from a
plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall apply to all LPG available for
dehvery.

(¢) Valuation of Petroleum
1. Crude Oil.

(z) It is the intent of the Parties that the value of
the Cost Recovery Crude Oil shall reflect the prevailing
market price for the Crude Oil. For the purpose of
determining the prevailing market value of the quantity
of Cost Recovery Crude Oil to which CONTRACTORKR
is entitled hereunder during each calendar quarter,
the weighted average price realized for comparable
quantities on comparable credit terms in freely conver-
tible currency from F.O.B point of export sales to
non-Affiliated Companies durlng any such quarter at
arm’s-length by either EGPC or CONTRACTOR under
all Crude Oil sales contracts then currently in effect
by either EGPC on the one hand or CONTRACTUR on
the other hand, but excludingCrude Oil spot sales not
consistent with prevailing market prices for similar Crude
Oil and also excluding sales involving barter, walchever

s Wigher, shall be used. 1t is understood that in the case

of C.LF. sales, appropriate deductions shall be made
for transport and insurance charges to calcﬁate _thte
F.O.B. point of export price ; and always ta Iilg mo?
.ccount the approrpriate adjustment for quaity of
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Crude Oil, freight advantage or disadvantage of port
of loading and other appropnate adjustments. Never-
theless, 1if CONTRACTOR considers the value of the
Cost Recovery Crude Oil so determined not to reflect the
market conditions prevailing during the calendar quarter,

CONTiiACTOR and EGPC shall meet and mutually

agree upon the price.

(#Z) If during any calendar quarter there are no
such sales by EGPC or CONTRACTOR under Crude
Oil sales contracts then currently in effect, EGPC and
CONTRACTOR. shall meet and mutually agree upon

the price of Crude Oil to be used m determining the
value mentioned in subparagraph (¢) 1 (1) above.

Pending such mutual agreement, the price used shall be
the last price determined pursuant to .Subpafagraph
(c) 1 (i) or under this subparagraph (¢) 1 (i1) whichever
is later, and an appropriate adjustement will be made
thereto after determination of a mutually agreed price

hy EGPC and CONTRACTOR.

2. Gas and LPG

(i) The Cost Recovery and Profit Shares of Gas
subject to a Gas Sales Agreement between EGPG and
CONTRACTOR (as sellers) and EGPC (as buyer)
entered into pursuant to Article VII (e} shall be valued,
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delivered to and purchased by EGPC at a price determi-
ned according to the following formula :

F X H
39.69 x 108

PG = 0.8 X -

Where :

PG = the value of the Gas in U.S. Dollars per thousand
cubic feet (MCF).

F = a value in U.S. Dollars per metric ton of fuel
oil calculated by referring to “Platt’s Oilgram
Price Report” during a month under the heading

“European Bulk Cargoes F.O.B. Mediterranean
Basis Italy”’ and averaging (a) the sum of the
mid-points of the published low and high values
for high sulphur fuel oil quoted during such month
divided by the number of days in such month
for which such values are quoted and (b) the
sum of the mid-points of the published low and
high values for low sulphur fuel oil quoted during
such month divided by the number of days 1n
such month for which such values were quoted.

H = the number of British Thermal Units (BTUs)
per thousand cubic feet (MCF) of Gas. The
Gas buyer and sellers shall agree on the measure-
mcnt locatlon and methods used to determme

the energy content of the Gas stream.

, In the event that Platt’s Oilgram Price Report is
' \ issued on certain days during a month but not on othgrfs;-
the value of F shall be calculated using only those 1ssues
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which are published during such month. In the event
that the value of F cannot be determined because Platt’s
Oilgram Price Report is not published at all during a
month, the parties shall meet and agree to the value of
F by reference to other published sources. In the event
that there are no such published sources or if the value
of F cannot be determined pursuant to the foregoing
for any other reéason, the parties shall meet and agree to
a value of F by reference to the average value of low and
high-sulphur content fuel oil delivered F.O.B. from the
Mediterranean area.

Such valuation of Gas is based upon delivery at the
delivery point specified in Article VII (e) 2 (ii) below.
Valuation of Gas under the above formula provides a
discount In order to enable EGPC to finance the portion
~or portions of the pipeline distribution system to be provi-
ded by EGPC if required.

(#) The Cost Recovery and Profit Shares of LPG
produced from a plant constructed and operated by or
on behalf of EGPC and CONTRACTOR shall be sepa-
rately valued for Propane and Butane at the outlet of
such LPG plant according to the following formula
(unless otherwise agreed between EGPC and CONTRA-

CTOR) : |
PLPG = 0.95 PR - (J X 0.85 X —5¢5 o8 )
Where : V4

PLPG = LPG price (separately determined for
Propane and Butane) in U.S. Dollars per
metric ton of LPG produced.

er a period of a month of the
mid-point between

Dollars per

PR = the average over :
o figures representing the 3
~ the high and low price Us.
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metric ton quoted in “Platt’s LPGaswire”

during such month for Propane and Butane
F.OB. Ex-Rei/Stor, West Mediterranean.

J = BTU’ removed from the Gas Stream by the
(ras processing plant per ton of LPG’s produ-
ced. The Gas buyers and sellers shall agree
on the measurement location, methods and
plant allocation system to be used to deter-
mine the BTU’s removed from the Gas
stream. 1

F = the same value as ¥ under subparagraph (i)
above.

In the event that Platt’s LPGaswire 1s issued on
certain days durlng a month but not on others, the value
of PR shall be calculated using only those issues which are
published during such month. In the event that the
value of PR cannot be determined because Platt’s LPG-
aswire 1s not published at all during a month, the parties
shall meet and agree 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,
the parties shall meet and agrée to the value of PR by
reference to the value of LPG(Propane and Butane) delive-
red F.O.B. from the Mediterranean area.

Such valuation of LPG is based upon delivery- at
the delivery point specified in Article VI (¢) (2) ()

(uz) The prices of Gas .nd LPG so calculated shali

épply during the next succeeding month.
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(2z) The Cost Recovery ard Profit Shares of Gas
and LPG disposed of by EGPC and CONTRACTOR
other than to EGPC pursuant to Article VII (e) shall

be valued at their actual realized prices.

(d) Forecasts :

Opera.tlng Company Shall prepare (not less than ninety
(90) days prior to the beginning of each calendar semester
foHOWing regular production) and furnish in writing to
GCONTRACTOR and EGPC a forecast setting out the total
quantity of Petroleum that Operating Company estimates
can be produced, saved and transported hereunder during
such calendar semester in accordance with good oil and gas

imdustry practices.

Operating Company shall endeavor to produce cach
calendar semester the forecast quantity. The Crude - Oil
shall be either metered or run to storage tanks or offshore
loading facilities constructed, maintained and operated ac-
cording to Government regulations in which it shall be
measured for royalty and all other purposes required by this
Agreement. Gas shall be handled by Operating Company
In accordance wi_th the prdviSions of Article VII (e) below:

Disposition of Petroleum :

1. CONTRACTOR shall have the rlght to expart as
well as the right and the obhgatmn to separately take and

dispose of currently all of the Crude QOil to which 1t 1s entitled

wnder Article VIL (a) and (b). Subject to payrnuzz(r;ti\T ;f
sums due EGPC under Articdde VII (2) (2) and 1X, C -

RACTOR shall have the right to retain abroad all funds
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acquired by it abroad including the proceeds from the sale
of 1ts share of Petroleum exported. Notwithstanding
anything to the contrary under this Agreement, priority shall
be given to meet the requirements of the A.R.E. market from
the Crude Oil produced from the Area, and EGPC shall have
the preferential right to purchase such Crude Oil at a price
to be determined pursuant to Article VII (c). The amount
of Crude Oil so purchased shall be a portion of CONTRA-
CTOR’s share of the Crude Oil produced under this Agree-
ment. Such amount shall be proportional to CONTRAC-
TOR’s share of the total production of Crude Oil from the
concession areas in the A.R.E. that are also subject to EGPC’s
preferential right to purchase. The payment for such
purchased amount shall be made by EGPC in US Dollars
remittable abroad. Itis agreed upon that EGPC shall notify
CONTRACTOR, at least forty five (45) days prior to the
beginning of the calendar semester, of the amount to be
purchased during such semester under this Article VII (e)

(1).

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

(3) Priority shall be given to meet the requirements of
the local market as determined by EGPC.

(#) In the event that EGPC is to be the buyer of Gas,
the disposition of Gas to the local market as indicated above
shall be by virtue of long term Gas Sales Agreements to be
cntered into between EGPC and CONTRACTOR (as sellers)

‘and EGPC (as buyer).

EGPC and CONFRACTOR (as sellers) shall have the
obligation to deliver Gas to the following point where such
Gas shall be metered for sales, royalty, and other purposes.
required by this Agreement : ' o

' | ' ucted to process such
(4) In the event no LPG Plant 15 c0€struct§gd oug oo S
Gas at the point of delév(i:ry Ao e agrt D ot of

ies under the Gas Sales Agreement, _po
ngi?fzrym;ﬂl be at the flange connectng the plpehne to
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the National Gas Pipeline Grid System as depicted in
Annex “F”, or as otherwise agreed ;

(6) In the event an LPG plant is constructed to process
such Gas, such Gas for the purposes of valuation and
sales shall be metered at the inlet to such LPG plant.
However, notwithstanding the fact that the metering
shall take place at the LPG plant inlet, CONTRACTOR
through the Operating Company shall build a pipeline
suitable for transport of the processed Gas from the LPG
plant outlct to the point of delivery to be agreed upon
by the parties under the Gas Sales Agreement, which
point of delivery will be at the flange connecting the
pipeline to the National Gas Pipeline Grid System as
depicted in Annex “F”, or as otherwise agreed. Such
pipeline shall be owned by EGPC subject to the
provisions of Article VIII (a), and 1its cost shall be
recovered by CONTRACTOR as Development
Expenditures pursuant to Article VIL

(u2) EGPC and CONTRACTOR shall consult together
to determine whether to build an LPG plant for recoveving
LPG from any Gas produced hereunder. In the event EGPC
and CONTRACTOR decide to build such a plant or
in the event such a plant is constructed and operated by or on
behalf of EGPC alone, the plant shall be, as appropriate, in
the vicinity of the National Gas Pipeline Grid System. The
pont of delivery of LPG for sales, 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

‘in accordance with the provisions of this Agrecment unless
the Minister of Petroleum and Mineral Rcs‘ourccs agrees to

accelerated recovery.
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(i) EGPC (as buyer) shall have the option to elect, by
ninety (90) days prior written notice to EGPC and
CONTRACTOR (as sellers), whether payment for the Gas
which is subject to a Gas Sales Agreement between EGPC
and CONTRACTOR (as sellers) and EGPC (as buyer) and
LPG produced from a plant constructed and operated by or
on behalf of EGPC and CONTRACTOR, as valued in
accordance with Article VII (c), and to which CONTRA-
CTOR is entitled under the provisions of Cost Recovery and
Production Sharing as stipulated in Article VII of this Agree-
ment, shall be made 1) in cash or 2) in kind. |

Payments in cash shall be made by EGPC (as buyer)
at intervals provided for in the relevant Gas Sales Agreement
in U.S. Dollars remittable by CONTRACTOR abroad.
Payments in kind shall be calculated by converting the value
of Gas and LPG to which CONTRACTOR is entitled into
equivalent Barrels of Crude Oil to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such
Crude Oil is insufficient, Crude Oil from any other concession
areas as may be agreed. Such Crude Oil shall be added to
the Crude Oil that CONTRACTOR is otherwise entitled to
Iift under this Agreement. Such equivalent Barrels shall be
calculated on the basis of the provisions of the relevant Conces-
sion Agreement relating to the valuation of Cost Recovery

- Crude Oil.
Provided That :

1. Pa‘jment ol
made in cash in U. S Dollars rclmttablc by

CTOR abroad to the
Crude Oil available for conversion as pr



T e e R N e I L N

Se e Ll 090 LPG JLJl Jg il jlog sl 4ed sl ol — ¥,
o 1A CS-\.H{ ‘lf.:g.“ po f-\.s- 4 o @C:\]JJ ¢ 4;“& 4;}\ )Li“ F‘.’Jl

O o5 LM(LJ-_,? i il sl pe ) Ugded wlub_,a.xllc)-h
ol u-w’ Jalail dixlew &) mil&Jl 312 _r..u\f u_g_aall ,J_,J,_JL azlae
g LS At 5 2y Ua...p_:rJ.l U_gJ,.Jl_g AJUTI b b yoled] o slall
o 43l o,.\q_ ) Gl o Al el @5,

Job e i-i.,l d:(:._..o \¢ducs )4.4]1 caasml DY b dls @ — 0
ulﬁ(o)umn_,a Sl ( vl W)u:‘ﬂlb W‘@JU‘C-J&SI‘
Sl gyl LSt g SN eyl e (A e G @ L)
J gl @ ot (ol Legideas JJ}M‘}»\:@JQHGUU| oslLdl o g
sy legln LSV & X1 13 G FLt Ja sl les WA e
ol 5l Wy eidy &l Gles lod O adly )b SLASH
e oposSill LPO L

i o Sl bl B & B g2 OF dsliel) G —
(o) "o ) 8l Uidy Logd b am LPG JLI gy 2 5 W e
- . sl

S 5Kl gatia plodil o Gdls ol Gblge Vo - v
ulc— ‘_’;.:..f_ 66 ¢ pad )l t_,_,.:‘.a 3 S, LPG ‘_F'l_.-]l J_,H‘
¢ @ ol G cdaias Blo caad | geal OF ol il

nau\ d‘.&“ L—al\ l.}\_’--d (0) U"‘“’A\ OJ-S f-\g»\ e qu)—-&

,A.l\ n.},p- JLu ) Jalall O ¢ oMl (o) (\') (_n) aw LJI
. )U‘ t..JLLL..h‘ i.\.-a—‘ b}d J'ﬂﬂy



MGt WA T T D (b)Y sl = R B

2. Payment of the value of Gas and LPG shall always be
made 1n kind as pmvided for above to the extent that
payments In cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or - in
kind ), when related to GONTRACTOR’s Cost Recovery
Petroleum, shall be included in CONTRACTORs Statement
of Recovery of Cost and of Cost Recovery Petroleum referred
to in Article IV of Annex “E” of this Agreemert.

(v) Should EGPC (as buyer) fail to er.ter ir:to a long-
term Gas Sales Agreement with EGPC and CONTRACTOR
(as sellers) within five (5) years (unless otherwise agreed)
from a notice of Commercial Gas Discovery pursuant to Article
III, EGPC and CONTRACTOR (as sellers) shall have the
right to take and freely dispose of the quantity of Gas and
LPG 1n respect of which the notice of Commercial Discovery
is given by exporting such Gas and LPG.

(1) The proceeds of sale of CONTRACTOR’s share
of Gas and LPG disposed of pursuant to the above subpara-
graph (v) may be freely remitted or retained abroad by
CONTRACTOR. : -

(722) In the event EGPC and CONTRACTOQR 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.

(ﬁﬁ) | az) Upon the cxé:iration of ;fhe' five (5) year period*
referred to In Article VI () \2) (v) above,
CONTRACTOR shall have the obhgation

to exert his reasonable efiorts to find an export
market, for the Gas reserves.
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bb) In the event at the end of the five (5) year
pertod referred to wunder Article VII
(e) (2) (v) above, CONTRACTOR and
EGPC have not entered into a Gas Sales
Agreement, CONTRACTOR shall retain
its rights to such Gas reserves for a further
pertod up to seven (7) years, subject to
Article VII (e) (2) (vii) (cc), during which
period EGPC shall also attempt to find a
market for the Gas reserves.

¢¢) In the event that CONTRACTOR has not
entered into a Gas Sales Agreement pursuant
to Article VII (e) (2) prior to the expiry of
twelve (12) years from CONTRACTOR’s
notice of Commercial Gas Discovery,
CONTRACTOR shall surrender the Gas
reserves 1n respect of which such notice has
been given. It being understood that
CONTRACTOR shall, at any time prior
to the expiry of such twelve (12) year period,
surrender the Gas reserves, if CONTRAC-
TOR does not accept an offer of a Gas Sales
Agreement from EGPC within six (6) months
from the date such offer is made (subject to
the negotiation in good faith of the details
of a definiave Gas Sales Agreement), provi-
ded that such offer shall take into
consideration the relevant technical and
economic factors to enable CONTRACTOR
to commercially develop, produce and
transport such “Gas, including : ~ =

. — sufficient dc]ivcry rate. .

— delivery pressure to enter the National
Gas Pipeline Grid System at a mutually

acceptable point of delivery.

. _ S ,
— delivered Cas quality speafication mno
more stringent than those imposed  or
required for the National Gas Pipeline

Grid System.
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(2x) CONTRACTOR shall not be obliged to surrender
a Development Lease based on a Commercial Gas Discovery,
if Grude Oil has been discovered in commercial quantities in
the same Development Lease, and vice versa.

(/) Operations

If following the reversion to EGPC of any rights to Crude
Oil hereunder, CONTRACTOR retains rights to Gas in the
same Development Lease, or, if following surrender of rights
to Gas hereunder CONTRACTOR retains rights to Crude
Oil in the same Development Lease, operations to explore
for or exploit the Petroleum, the rights to which have reverted
or been surrendered (Oil or Gas as the case may be) may
only be carried out by Operating Company which shall act
on behalf of EGPC alone, unless EGPC and CONTRACTOR
agree otherwise,

(¢) Tanker Scheduling

At a reasonable time prior to the commencement of
Commercial Production, EGPC and CONT RACTOR shall
meet and agree upon a procedure for scheduling tanker Lif-
tings from the agreed upon point of export

ARTICLE VIII
TITLE TO ASSETS

() EGPC shall become the owner of all assets acquired ‘and
owned by'CbN TRACTOR 1n connection with the operation‘s
carried out by GONTRACTOR or Operating Company in
accordance with the following :

1. Land shall become the property of EGPC as soon as
.1t 18 purchased. -

-il-—n-

assets shau be traIISfCrred

: ble
2. Title to fixed and movable from CONTRACTOR to

automatically and gradually
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EGPC as they become subject to recovery in accordance
with the provisions of Article VII ; however the full title
to fixed and movable assets shall be transferred automa-
tically from CONTRACTOR to EGPC when its total
cost has been recovered by CONTRACTOR in accor;
dance with the provisions of Article VII or at the time
of termination of this Agreement, with respect to all
assets chargeable to the bperaﬁons whether recovered or

not, whichever first occurs.

The Book Value of the assets created during each calen-
dar quarter shall be communicated by CONTRACTOR to
EGPC or by Operating Company to EGPC and CONTRA-
CTOR within thirty (30) days of the end of each quarter.

(5) During. the term of this Agreement and the renewal period,

EGPC, CONTRACTOR and Operating Company are
entitled to the full use and enjoyment of all fixed and movable

assets referred to above in connection with operations
hereuridpr or under any. other Peuol'eum Concession entered
into by the parties. Proper accounfing adjustment shall be
made. CONTRACTOR and EGFPGC shall not dispose of
the same except with agreement of the other. )

() CONTRACTOR and Operating Company may freely
import into A.R.E., use therein and freely export at the end

ol such use mac}ﬁn ery and 'eqdlpment which they either rent

or lease in accordance with good industry practices, including

but not limited to the lease of computer hardware and software.



VA B BT G () N sl — s Jlan N Y

( da L3 oo} )
E...Z(l

u:.#i_,yjb s JY:}J ( \eosoee ) ;}‘,:_b /Zl:,a 4:':6“ J}Lﬂ\ Cﬁ_\i (l)
o Obull gy B a3y dleS 4G Y Bl SUY

(Feveors ) e oyl L s o) Li¥ D5l iy (o)
Ew' & acme L goe S e CL‘;_\-ZmS' L,i%__,ﬁ 4 Y 9>
( Coenve ) Lﬂ‘“ M J'—\M (.5” wl‘ i;‘ ;'_}‘ L‘["y u"_}:‘,_j‘
Tl e (¥e ) OO0 55 g e Lo g el Coph e o
e (10) 2 dans ge @ ol e (Ds ol e
Sl e Jaliall Obladl a8 8 2l Ll kst 5 b
. .ui\l
CL_A ‘4

(Yoooors ) G osliie Lol Wha il Lal JoBl A5 &)
e L R e 51 dmieS GG el )Y
.._..s_Jll o s (_ \eosoe ) 1 afla 42kl 1r| ..“L,,-yu..,.n
f""’-" Ul_,..» Cl:;l ey (\"’0) NP Lg-:u uj' La g el
6_,.JI JU""l C’..:L S L«y ( \u)ﬂ&w ..J)ls-d ::l.\...Jl
¢ EBW gr Ul ba 1 e I il ey

LSV b e gemme Ao S £ ollall 4 W s (::.)
Byt Mg (7) 5 (0) 528 aan Ul Bl @S5 dabili o0 0 0]
g ol pll ot ol o ke b a3, ghodll 5080

s Al dold) Wb

alslall f'u;;l\ o Jul p ode = HIWR X £ XY



RNV M A T8 (o) N § sadl e )l By

@

(5)

(4)

ARTICLE IX
BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus
the sum of one million U.S. Dollars (U.S. § 1,000,000) on

the Eﬁ'ect:we Date.

CONTRACTOR shall pay to EGPC the sum of two million
U.S. Dollars (U.S. $2,000,000) as a Production Bonus when
the total avcragc daily production from the Area first reaches
the rate of fifty thousand (50,000) Barrels of Crude Oil per
day for a period of thirty (30) consecutive producing days.
Such payment will be made within fifteen (15) days after
CONTRACTOR has been notified by Operating Company

of such production levels.

CONTRACTOR shall also pay to EGPC the additional sum
of two million U.S. Dollars (U.S. $ 2,000,000) as a Production
Bonus when the total average daily production from the Area
first reaches the rate of one hundred thousand (100,000)
Barrels of Crude Oil per day for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen (15) days after CONTRACTOR has been notified by

Operating Company of such production levels.

Gas shall be taken into account for purposes of determining
the total average daily production from the Area under Article
IX (b) and (c) by converting daily Gas delivered into equiva-

~ lent Barrels of daily Crude Oil production in accordance with

the followiug formula :

MCF X H X 0.136 = equlvalent Barrc]s of Crudc 011

Where :

MCF = one thousand cubic feet of Gas.
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H == the number Million of British Thermal Units(BTU’)
" per thousand cubic feet (MCF) of Gas. The
Gas buyer and sellers shall agree of the measure-

ment location and methods used to determine

the energy content of the Gas stream.

() ALl of the above-mentioned Bonuses shall in no event be
recovered by CONTRACTOR.

(/) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article IIT (c) hereina-
bove, production from such sole risk area shall be considered
for the purposes of this Article IX only if CONTRACTOR

exercises its option to share in such production, and only from
the intial date of sharing.

ARTICLE X

'OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at which
notices shall be validly served.

T'he General Manager and Deputy General Manager Shall be
entrusted by CONT RACTOR with suﬁiclcnt power to carTy out

1mme(h&teh 3)1 1o cal Wl‘ﬂ'.t(':ll directions gw en to them by the

 GOVERNMENT or its representatives under the texms of this
Agreement. All lawful regulations issued or hereafter to be 1ssued



\ W

YYCR A W (C‘b) \ ¢ sl — Aeew S B pdl Y 0
_.--~_'.g",l| E,::':-‘_g :J_,ﬁ_j -Lu L;_.; JL%-1 uﬂi _;i d.f o)) d_.:.sj.;l.a.” éi_,JJ\ ‘p J:LS'
Wb alt ATy Slaly o o L (ool Yy A3V sds b @
. c-la.” j_-\ll g_:,féj

Cifr G ok 1 b o BMeb dae T LISV 3303 pes
¢&+{~ T J_,la.u ~_~..C.o ‘_,ﬂ_,..m M‘ ""...JJL 4...“ UL.»_,T KY _91 fl.n” j-’ll

|_,....(-) d u.e.L.u ‘.ﬂ Lor_.a:...a b)&&‘ ‘LJ.M J-u-ﬂ-‘ u‘_’b‘ﬂ _)_,*3‘ 4—‘3’5‘_9
A Ol gt Jomedl 0 b adl e ST IS ST g 5000 gdome

o 5l 3 4l S
(o pus Adldt SoLI1 )
oolnaidl 2209 JYypdt S dladlxl)
i 5 o5 Olel ¥ GBI 5 OF Ollealb A &2 e (1)
A28 C.l_,Ul_, ._J_)l 4l d‘ ‘hu.-l'_j an s fuz......: ‘U}.ﬂl‘ LFLH_}U
e 15 Ji.a dufi ulc uaJN\ rebrw Cooed _;i 0.33 @lra jri J}_}L:“



VYN I TN O (b)Y § sl — e 5
EK——_
which are applicable hereunder and not in conflict with this Agre-

ement shall apply to the duties and activities of the General Manager
and Deputy General Manager.

~ All matters and notices shall be deemed to be validly served
which are delivered to the office of the General Manager or which
are Sent to him by registered mail to CONTRACTORs office in
A.R.E.

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

ARTILCE XI
SAVING OF PETROLEUM AND

PREVENTION OF LOSS

(@) Operating Company shall take all proper measures, according
to generally accepted methods in usein the oil and gas industry
to prevent loss or waste of Petroleum above or under the
ground In any form during drilling, producing, gathering,
and distributing or storage operations. The GOVERN-
MENT has the right to prevent any operation on any well
that 1t might reasonably expect would result in loss or damage
to the well or the Oil or Gas field. -

(#) Upon completion of the drilling of a productive well,
Operating Company shall inform the GOVERNMENT
or 1ts representative of the time when the well will be tested

and the production rate ascertaned.

(¢) Except in Instances where multiple produging formations 1in
the same well can only be produced economically through a-
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single tubing string, Petroleum shall not be produced from
multiple oil carrying zones through one string of tubing at the
same time, except with the prior approval of the GOVERN-
MENT or its representative.

(d) Operating Company shall record data regarding the quanti-
ties of Petroleum and water produced monthly from each
Development Lease. Such data shall be sent to the
GOVERNMENT or its representative on the special forms
provided for that purpose within thirty (30) days after 1t 1s
obtained. Daily or weekly statistics regarding the production
from the Area shall be available at all reasonable times for
examination by authorized representatives of the GOVERN-
MENT.

(¢) Daily drilling records and the graphic logs of wells must show
the quantity and type of cement and the amount of any other
materials used in the well for the purpose of protecting
Petroleum, gas bearing or fresh water strata.

(f) Any Substa_ntial change of mechanical conditions of the well
after its completion shall be subject to the approval of the
representafiire of the GOVERNMENT.

ARTICLE XII

' CUSTOMS EXEMPTIONS

(6) EGPC, CONTRACTOR and Operating Company shall
bﬁ i)f'lmittﬁd to im‘p ort and shall be exempted ﬁom custoims
taxes and duties and other taxes and from 'iﬁe importation
rules with respect to the importation of machinery, equipment,

' jals, items, f transport and transpor-
liances, materials, 1tems, means 0
i d duties shall not apply
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to passenger cars), electric appliances, alr conditioners for
offices and oil fields, electronic appliances, computer hardware
and software, as well asspare parts required for any of these
items, all subject to a duly approved certificate by an
EGPC responsible representative nominated by EGPC for
such purpose, that the imported items are required for carrying
on the activities related to this Agreement.

Machinery, equipment, appliances and means of transport
and transportation imported by contractors and subcontra-
ctors temporarily engaged in an activity related to the
operations subject of this Agreement shall be cleared under
the “Temporary Release System” (without payment of any
taxes or customs duties), upon presentation of a duly approved
certificate by an EGPQC responsible representative nominated
by EGPC for such purpose that the imported items are requi-
red for carrying on an activity related to this Agreement.
Items (excluding motor vehicles ) set out in paragraph (a)
of this Article imported by contractors and subcontractors
for the aforesaid activities, in order to be installed or used
permanently or consumed shall be subject to the exemption
sct forth in paragraph (a) of this Article after being duly certi-
fied by an EGPC responsible representative that the imported
items are to be used for carrying on the activities related to
this Agreement. | |

(€) The employees of CONTRACTOR, Operating Company and

(d) Items imported into AR:

their contractors and subcontractors shall not be entitled to
any exempuOns from customs duties and other ancillary taxes

and charges except within the lmats of the pr o'mmns of the
laws and regulations applicable in the A.-R.E. .

from customs duties ‘and other am".ﬂlary
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hereunder, may be exported by the Importing party at any
time after obtaining EGPC’s approval without any export
taxes or charges 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 EGPC and the Customs Department. In this case, the
purchaser 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, unless such items have already been sold to an Affiliated
Company of EGPC, having the same exemption or unless
(title to) such items (excluding passenger cars) have reverted
to EGPC or the Customs Department. In the event of any
such sale under this paragraph (d) the proceeds from such
sales shall be divided in the following manner : CONTRA
CGTOR shall be entitled to reimbursement of its unrecovered

cost, if any, in such items and the excess, if any, shall be paid
to EGPC.

Lhe exemption provided for in paragraph (a) of this Article
shall not apply to any imported items when, in the opinion

‘of EGPC 1tems of the same, or substantially the same kind

and quality are manufactured locally and are available for
tmely purchase and delivery in the A.R.E. at a price not
higher than ten (10) percent more than the cost of the 1mnpor-
ted 1tem before customs duties but after transportation and
Insurance costs have been added.

(/ ) GONTRACTOR, EGPC and their respective buyers shall be

&nﬁt\Ed {0 export the Petroleum referred to in this Agreement,
nr;» license being required, and each shall b:a exem?tcd &Om;

y duties or taXes or any other financial imposis In respec
an

of the export of Petroleum hereunder.
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ARTIULE X1
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

() EGPC, CONTRACTOR and Operating Ccmpany shall

cach maintain at their business offices in the A.R.E. books

of account, in accordance with the Accounting Procedure in
Annex “E” and accepted accounting practices generally used
i the petroleum industry, and such other books and records
as may be necessary to show the work performed under this
Agreement, including the amount and value of all Petroleum
produced and saved hereunder. CGONTRACTOR and
Operating Company shall keep their books of account and
accounting records in Ugited States Dollars. Operating
Comparny shall furnish to the GOVERNMENT or its repre-
sentative monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be
prepared in the form required by the GOVERNMENT, or
its representative and shall be signed by the General Manager

~ or by the Deputy General Manager or a duly designated
‘deputy, and delivered to the GOVERNMENT or its repres-
entative within thirty (30) days after the end of the month
covered in the return.

(5) The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times for
“inspection by duly authorized representatives of the GOVER-

NMENT.

EGPC a Profit and l.oss

alter

(€) CONTRACTOR shall submit o

.r not later than fows (4) months

. ' Y
Statement of its Tax e show 1ts

. : .
the commencement of the following 1aX Year
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net profit or loss from the Petrolenm operations under this

Agreement for such Tax Year.

CONTRACTOR shall at the same time submit a year-crd
Balance Sheet for the same Tax Year to EGPC. The Balance
Sheet and financial statements shall be certified by an
Egyptian certified accounting firm.

ARTICLE XIV

RECORDS, REPORTS, AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare
and, at all times while this Agreement is in force, maintain
accurate and current records of its operations in the Area
hereunder. CONTRACTOR andf/or Operating Compary
shall furpish the GOVERNMENT or its representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasonably require,
information and data concerning its operations under this
Agreement. Operating Company will perform the functions
indicated 1n this Article XIV in accordance with its respective
role as specified in Article V1L

(b)) CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative poriion
of each sample of cores and cuttings taken from drilling wells,
to be disposed of, or forwarded to the GOVERNMENT or |
its representative in the manner directed by the GOVERN-

MENT. Al samples acquired by CONTRACTOR and/or

its own purposes shall be considered.

Operating Company o .ble time by the
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