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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
SHELL WINNING N.V.
AND

SHELL AUSTRIA AKTIENGESELLSCHAFT
IN THE OBAIYED ONSHORE AREA (W.D. BLOCK III)

OF THE WESTERN DESERT
OF THE ARAB REPUBLIC OF EGYPT

This Agreement made and entered into on this - - -scxvveceees dayof «-.-- .
by and between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
variouslyas “A.R.E.”” orasthe «GOVERNMENT”"), th: EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal eatity created by Law No. 167 of 1938
as amended (hercinafter referred to aé «EGPC”’), SHELL WINNING N.V,, a
company organised and existing under the laws of the Natherlands and SHELL
AUSTRIA 'AXTIENGESELLSCHAFT a company organized and existing under
the laws of the Republic of Austria (bath compaates harainafter referred to collec-

tively as “SHELL" or as «CONTRACTOR’).

WITNESSETH

WHEREAS, all minerals including p:troleum, existing in mines and quarrics

in A.R.E., including the territorial waters, and in the scabd subsect to its jurisdi-
ction and exteading bayond the territorial waters, are th:propariy of the State;and

WHEREAS, EGPC has applied for an exclusive concassion for ths exploré.tion

and exploitation of pctroleum in and throughout the area referred to in Article II,
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and describad in Annex “A’’ and shown approximately on Annex “B”’ : which ate

attached hereto and made part hereof (hereinafter referred to as the “Area’’):

arnd.

WHEREAS, SHELU agrees to uadzrtake its obligations provided hereinafter  as

coatractor with respact to the exploration, development and production of patroleumn

{ ¥n said Area: and.

WHEREAS, the GOVERNMENT dsasires herebv to grant such Concssioa;

aod.

WHEREAS, the Miister of patroleum and Minzral Resources pursuant io
the provisions of Law No 86 of 1956, may eater into a Conczssion Agrzemant with

EGPC, and with SHELL as a contractor 1 the Area.

NOW, Therefore, the parties hereto agree as follows :

ARTICLE 1

DEFINITIONS

(a) “EXPLORATION” shallinclude such geological, gzophysical, asrialand othes
surveys as may be contamed it the épprow:cl Work Programs and Budgets,
and the drilling of such shot holes, core holcs, 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 actof

conducting exploration.
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(b ) “Development’” shall include, but not be limited to, all the operations and

activities pursuant to approved Work Programs and Budgets under this

Agreement with respectto :

(1) the drilling, plugging, dezpening, side tracking, redrilling, completing and

equipping of development wells, changing of the status of a welil, and

(2) design, engineering, construction, installation, servicing and matntenance

of equipment, lines, systems facilities, plants and related operations to
produce and operate said development wells, taking, saving, treating,

handling, storing, transporting and delivering Petroleum, repressuring,

recycling and other secondary recovery proiects, and

(3) transportation, storage and any other work or activities necessary O

ancillary to the activities specitied in (1) and (2).

(c) “Petroleum’ means liqud erude oil of various densities, asphalt, gas, casing-
head gas and all other hydrocarbon substances that may be found mm, and
- produced, or otherwise obtained and saved from the Area under this

Agreement, and all substances that may be extracted therefrom.

(d) “Liquid Crude Oil” or «Crude 0il’* or “Qill’” means any hydrocarbon prod-

uced from the Area which is in a liquid state at the wellhead cr lease separa-

tors or which is extracted from the gas or casinghead gas in a plant. Such

liquid state shall exist at Sixty (60) degrees Fahrenheit and atmospheric DIessure.

<ych term includes distillate and condensate.
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(¢) “Gas” is natural gas both wasssociated and non-associated, and all of 1ts

I constituent elements preduced from any well in the Area (oth* th11ligizi:d

Crude O1) and all non—ﬁydrocarbon srhstaass tharin, Sud term sl

include residual gas.

 {f) “1PG” means liquefied petroleum gas, which is a mixture of, prinzinally,

propane and butane liquefied by pressure/temparature,

(3) A “Barrel” shall consist of Forty-Two (42) United States gailoas, ligud |

measure, corrected to a tzmpsrature of sixty dezress (59) Fa'ire 11zt

[ at atmospheric pressure.

( h) (1) “Commercial Oil Well’’means the first well in any g2ological featurs wiich
after testing for a period of not more than Tairty (37) coaszcutive days
where practical, but in any event in accordance with sound aad acezpled
industry p.oduction practices, and tverified by EGPC, 18 found to be
capable of producing at fthe average rate of not less than Tw> Thou-
sand (2000) barrels of oil per day (BOPD). The date of discovery ofa

«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 aay geological feature
which after testing for a pariod of not more than Thirty (30) consecutive
days where practical, butin any event in accordance with sound and acce-
sted industry production practices and  verified by EGPC,is found to be

capable of producing at the average rate of not less than Ten (10) million
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standard cubic feet of Gas p21 day (MMSCFD). The date of discovery

of a “Commercial Gas Well” is ths date on waich such well is tested

and completed according to the above.

(i) “AR.E.” means ARAB REPUBLIC OF EGYPT.

(j1 <Effective Date” means th= date on wiica tha text of this Azresm>at is signed

by the GOVERNMENT, EGPC and CONTRACTOR, after the relevant

Law is issued.

(k) 1. «year’” means an .-riod of twelve (12) months according to the
y P _ .

Gregorian Calendar.

(k) 2- *Calendar Year’ msans a priod of twalve (12) months according to the

Gregorian Calandar beiﬁg {st January to 31 st Dzczmber.

(1) ««Fipancial Year’’ msans th2 G yverament’s financial year according to

the laws and regulations of the A R.E.

(m) «Tax Year’’ mzansa p:riod of twalv2 (12) months az3yrdinz to ths laws

and réglllatioﬂs of the A.RE.

(n)  An“Affiliated compamy’’ means a Company -
(1) the share capital, conferring a majority of votes at stockholdzrs’ m:etings
of such company, of which 1s owned directly or indirectly by a party

hereto;

(2) whichis the owner directly orindirectly of fshare capital conferring 2

majbﬁty of votes at stockholders’ meetings of a party hereto: or
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(3) whose share capital conferring a majority of votes at stockhold>rs’ masi-

ings of such compaay and ths shaes capital coaferring a majority of

votes at stockholdars’ m2atings of a pacty hareto are owned directly or

indirectly by the same company.
(o) “Exploration Block'’ shall m2a1 an arsa, ths eyri13e points of wiiea have to
he coincident with six (6) minute by six (6) miaute latitude and loangitud: divi

scording to th3 International Grid System whar possible or with tho

s$i0n,
existing boundaries of the Aea coverad by this Congession Agrozment as

set out in Annex “A’.

(p) “Dzvelopmznl Blosk'' shall m:aa anrarea, ths @it 3>iats of whichy have to

he concidant with three (3) minute by th
Iaternational Grid System where possible or with

e Area covered by this Concession Agreement f

r22 (3) minate latitud> and longitude

division, according to th3
the existing boundaries of th

a5 set out in Annex “A’.

{g) “Development Lease (s)’ shall mzan th? D:v:lopm2nt Block (s) covering tha
duction, th: corner paints of which have to
minate latitud: and longitude

tem whsre possible -or with

geological structure capable of pro
‘be coincident with three (3) minute DY threa (3)
according to the International Grid SYs

division,
o5 of the Area covered by this concession

the existing boundar Agreenzent

as set out in Annex CA

{r) « Asrzement’’ shall mean this Cypcassion Azrzemsant and tts Annexes. ) |

arrsemant batween EGPC and

£5) «“Gas Sale s Agraemznt’’ shall m2an a written
CONTRACTOR as szilers (hareinafter referred to as <Sellers™) and EGPC
as buyer I (hereinafter referred to as «Buyer’’) which contains the terms and

conditiohs for Gas sales from a Develonment Lease,
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ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A’’ isa descripiion of the Area covered and affected by this Agree-

ment, hereinafter referred to as “The Area’.

Annex “B’’ is a provisional illustrative map on the scale of 1 : 500, 000.1ndicat-

ing the Area covered and affected by this Agreement and described 1n Annex A’

Annex “C” is the form of a Charter of the Opsrating Company to be formed:

as provided for in Acrticle VI hereof.
Annex “D?’ is the Accounting Procedure.

Annex “E’ is a map of the National Gas Pipzline Grid Sysiem established

by the Government. The point of delivery for Gas shall be as agreed upon by the

parties under a Gas Sales Agreement wlﬁchfﬁoin't shall be the flange connecting the

Jease pipzline to the National Gas Pipeline Grid System.

Annexes “A’, “B>7, «C”, «D”" and “E” to this Agreement are hereby made

part hereof, and they shall be considered as having equal force and effect with the

provisicns of this Agreement.

ARTICLE IiI
GRANT OF RIGHTS AND TERMS

. The GOVERNMENT hereby grants EGPC and CONTRACTOR subject to

{he terms. covenanis and conditions set out in this Agreement, which insofar as
they arc contrary to or inconsistent with any provisions ¢f 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”’
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(a ) The CCVERNMENT shall own and be entitled, as hcreirafter pravicec to
a'royalty,in cashor in kind, of Ten (10) percent of the- total quantity of
Petroleum prcduced and saved from the Area during the develcpment pericd |
including renewal, Said royalty shall bu tarre and paid ty EGPC and sha:!
rnot be the oblication of the CONTRACTOR. The pavment of royalties
bv EGPC shall not be deemed to result in income attributable to the.

CONTRACTOR.

(b) An Initial Explo raticn Fe r.i ¢@ of Fcur (4) vears shall start from the effective |
Date. Two (2) successive extensicns to the initial explcration pericd of Two
(2) years each shall be granted te CCNTRACTCR at its cpticn, upon not less
ihan Thirty (30} days pricr written notice to EGPC and subject only to its
baving fulfilled its obligations hereurdcr icr the then current pericd. Thi:
Agreement shall be terminated if neither a Cemmercial Oil Discovery nor &
Commercial Gas Discovery is established by the end of the Eighth (8th) year
of the exploration period. However, such period may be extended at .
CONTRACTOR’s option for up to Six (6) months to enable the completion
of drilling and testing of any we:il actually drilling or testing at the eud of the
Eichth (8th) year of the exploration pericd. The election by EGPC to
undertake a sole risk venture under paragreph (¢) immediately hereafter

<hall not ¢xtend the exploration period nor affeci the tcimination of this

Aszreement as to CONTRACTOR.

(¢) Cammercial Discovery :

(i) A Commercial Discovery - whether of Ois or Gas-may consist of one
nroducing reservoir or a group of producing reservoirs which i1s worthy

of being developed commercially, After discovery of a Commercial Oil or



r.\.i_,bnu»..: ol dp;.u.u.s wlasyi RY QIS Lﬂ La‘):—‘).a.J

CL)\JU L_u.la L_,...a.aJ\ Q.C,n: O"H L_.:L.IaL*:-\.srl _,L..GY\ QJA.:»Nl -
EJ.LaM )L.*__»Ej‘_g.‘ Lg...)\.G,J 4.;;'.[]::1‘ *-*:-"j_—_-df"'—:”.ﬂ ..,:,:_..als’:‘yl .L-r_}__l::»_j

-

¢L.4].'.'n<._e ulc-li-b-..“.sua..lc.lb LJH,._,.L‘.,

Aw Vg ookl SLASYL &l ket Jolall = gz —
bty byl 0l Gaiw GLESYI 01,5 48 JEM 5,0 Ol
o dl Bh ¢ Gkl co Pt S el SibaY! las b Y
3 e st ¢ LN ¢ ddl Coedl JL;C,...J C-’l’ GPJJ_P-S“
e, 1 e ladl S Sl 7ot oy A1 (V)
() o G b ¥ L B SUI 20 Al ST e G
i sty 1YY Bl S S GLES Gk o e
o 51 Lol gadl okl &1 Je (ol ods sl e
oo &Y Tl gyl SLESYL ol SRR s J
o] ade 5yl LU ST 1 S e el T ST
oKy O 11 A3y Ca,bdl 2y b Gl B 4k >
Gnazone ol e G peea 5T LatCh OF Sl Jolall 15 g oo
v &bl 4l Gt

5 bl GLESYL LAl b O i Ll ol Jolidls
o S e LY a_&_,—-"la{ e ob sy 51 Lo A & s



Yo \aAd i i VG (pF) YV 2T - o J1 B0 I

T
Gas Well, CONTRACTOR shzll, unless ctherwise agreed upon, under-
take as part of its Exploration program the aporaisal of the discoverj
by drilling one or more appraisal wells. to determine whether such
discovery is worthy of being developed commercially, taking into
consideration the recoverable reserves, .producticen, pipsline and
terminal facilities required, estimated Petroleum prices, and all other

relevant technical and economic factors.

(ii ) The provisions laid down herein ncstulate the unity am:l"_i_r_u:ii*sriﬁ.iI:;ilitj,r of
the concepts of Commercial Disccvery and Development Lease. They

shail apoly uniformly to Oil and Gas unless otherwisz specified.

(i JCONTRACTOR shall give noiice of a Commercial Discovery to EGPC
immediately after the discovery is considered by CONTRACTOR to b2
worthy of commercial develcpment but in any event with 1espect to a
Commercial Oil Well not later than the completion of the second explora-
tion appraisal well, or Ten (10) months following the date of the discov-
ery of the Commercial Oil Well, whichever is earlier, cr with rc-sp::ét 10 2
Commercial Gas Well not Iater than Eighteen (18) months following the
gate of the discovery of the Commercial Gas Well (unless EGPC agrees
that such pzricd may be extended), except that CONTRACTOR shali
also have the right to give such notice of Commericl Discovery with.
respect to any reservoir or reservoirs even if the well or wells thercon are

not “Commercial "within the definition of Commercial Well”” 1f, 1n 115

opinion, a reservoir or a group of reservoirs,considered collectively, could.

b. worthy of commaercial d2velopment.

CONTRACTOR may also give a notice of Commerical Oil Discovery i

the event it wishes to undertake a Gas Recycling Projec’t'.
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A notice of Commercial Gas Discovery shall contain all detailed particu-

lars of the discovery and especially the area of Gas Reserves, the estimated

production potential and profile and field life.

Following receipt of a notice of a Commercial Oil or Gas Priscovery,
EGPC and CONTRACTOR shall meet and review -all appropriate datx
with a view to mutﬁally agreeing upon the existence of a Commercic
Discovery. The date of Commercial Discovery shall be the date EGPC

and CONTRACTOR agrt;c that a Commercial Discovery €xists. |

(iv) ¥ Crude Oil is discovered but is not deemed by CONTRACIOR to jake

4 Commercial Oil Discovery under the above provisions of this paragzapn

(c), EGPC shail, Twelve (12) months after the expiration of the
period specified above within which CONTRACTOR can give notice of
Commercial Discovery, or Twenty Four(24) months after the completion
of a well not considered to be a “Commercial Oil Well”” have the nght,
following Sixty (60) days notice in writing toCONTRACTOR, at 115 sole
cost, risk and expense, to develop, produce and dispose of all Crude Oil
from the geélegical feature on which the well has been drilled.  Said
notic shall state the specific area convering said geological feature to be
developed, the wells to be drilled, the production facilities to be installed
and EGPC’s estimated cost thereof.  Within Thirty(30) days after receipt
of satd notice CONTRACTOR may, in writing, elect to develop such
area as provided for 1n the case of Commercial Discovery hc.“l'ﬂlll‘id-ﬂl'.
in such event all terms of this Agrccmcm shall continue to apply to the

speciflied arca.
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If CONTRACTOR eclects not to develop such area, the spacific area
covering said geological feature shall b2 s2t asids for sole risk op :ratioas

by EGPC{Sucharecato be mutually azreed upon by EGPCand CONTRA-

CTOR on the basis of good p:troleum inustry practices. In th2 ev:nt
Operating Company has coms into existence EGPC shall bz entitled to
have Operating Company perform such op:rations for it at EGPC’s sol>
cost, risk and expsnse.  When EGPC has recovered from th: Crads O
vroduced from such 3p:::ciﬁc area a quantity of Crude Oul equal 1n value
to Three Hundred (300) percent of the cost it has incurred in carrying .
out the sole risk opzrations, CONTRACTOR shall have the option, only
in the cvent there has been a separate Co mmercial Cil Discoveryelszwhere
within the Area, to shara in farther d3svelopmznt and production of that
specific area upaﬁ paying EGPC One Hundred (100) parcent of such

costs incurred by EGPL.

Quch One Hundred (100) percent payment shall not be recovered by
CONTRACTOR. Immediately follo@ing such payment the specific area
shall either (i) revert to the status of an ordjnafy Develompment Lease
under this Agreement and thereaf ter shall be overated in accordance with
the terms hereof; or (11) alternati;.relir in t'ha event that af _sush time EGPC

OT 1tS aiﬁhated company is conducting devalapment cpzrations In the area

at its sole expense and EGPC elects 10 continue 0p.,rat1ng, the area shall

remam set ; aside and CONTRACTOR shall only be entitled to 1ts

production sharing parcentage of the crude oil as spzcified in Article

VII (b) below. The cole tisk Crude Oil shall be valuedinthe manner
provided in paragraph (c) of Article vil. In the event of any terpii-

nation of this Asreement under the provisions of Article I ( b )above,
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this Agi“éément shall however continue to apply to EGPC’s op:ration
of any sole risk venture hereunder although such agrecnjleht shall have
been terminated with respect to CONTRACTOR pursuant 10 the
provisions of Article TII (b) abovs.

(d) Conversion to a Development Lease :

(i )Following a Commercial Oil Discovery or a Commercial Gas Discovery
the extent of the whole area capable of production to be covered bv a
Development Lease shall be mutually agreed upon by EGPC and
CONTRACTOR and be subject to the approval of the Minister of
Petroleum and Mineral Resources. Such area shall be converted
automatically into a Development Lease without the issue of any'

additional legal instrument or permission.

(ii JFollowing the conversion of an area to a Development Lease based on &
Commercial Gas Discovery (or upon the discovery of Gas in a Developm-
ent Leasc granted followinga Commeici al Oil Discovery)EGPC shall make
efforts to find the adequate local markets capable of absorbing-the produc
tion of Gas and shall adviss CONTRACTOR of the potential outlets for
such Gas, and the exp:cted annual schedule of demand. Thereatter,
EGPC ard CONTRACTOR shall meet with a view to assessing whether
the outlets for such Gas and other relevant factors wariant the deve:lcp-
ment and production of the Gasandin case of agreement the Gas thus
made available shall be disposed of to EGPC rndir a long-term Sales

Agreement in accordani::ef with and subject to the conditiops set forth in
Article VII below.
(iit J)The development peried of cach Develapmcnt Lease shall be as follows :

{aa) In respect of a Commercial Oil Discovery, Twenty (20) years from the

date of such Commercial Diﬁéovery plus the Optional Extension Petiod
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(as defined below) provided that, .1 the event that, subsequent tO tha

conversion of a Commercial Oil Discovery into a Development Lease,

Gas is discovered in the same Deavelopment Lease and is uszd or is capa-

ble of b2ing used Jocally or for exnHrs ha-sa11d:s, ths pxiod of

the Development Lease shall b extended only with respact to such Gas,

1 PG extracted from such Gas and Cerude Qil in ths form of Condensate

pr{)ducﬁd with such Gas for Twoaaty (20) years from tae date o:

first deliveries of Gas locally or for export plus the Optional Extension

Period (as defined below) provided that the duration of such

Development lLease based on the Com mercial Oil Discovery may no:

he extended beyond Thirty _Five (35) years from the date of the CommeSrt-

cial Oil Discovery Uniess otherwise ag‘me.d unon btween ,EGPC and

CONTRACTOR and subject to the a;;pr.wal of the¥Minister of Petro-

leum and Mineral Resourcss.

CONTRACTOR shal immediately n:)tlry EGPC of any Gas Discovery’

but shal' not be “raquired to apply for a new Development Lease in res--

pect of such Gas.

1
1
-

(bb) In respacl of a Commercial Gas Discovery, Twenty (20) yzars {rom the:

date of first deliveries of Gas
Extcnsion Pe:rmd (as defined below) prowded that 1f subseq aent to the
fa Commetcial Gas Discovery into a Devclopment Lease,.
Development Lease, CONTRAC-

locally or for expoit plus the Optlonfﬂ'

conversion o
Crude Oil is discovered in the same
TOR’s share of such Crude Oil from thc Development Lease {except

1.PG extracted from Gas or Crude’ "0il in the form of Condensate

produced with Gas) and Gas associated mth such Crude Qil shall revert
entirely to EGPC upon the lapse of Twenty (20) years from ths date of
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such Crude O1l 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 in no case exceed thirty-five (35) years from the date

of such Commercial Discovery.

CONTRACTOR shall immediately notify EGPC of any Oil Discovery

but shall not be required to apply for a new Development Lease in

respect of such Crude Oil.

The “Optional Extension Period’” shall mean a period of Ten (10) years

which may be elécted by CONTRACTOR upon Six (6) months written

notice to EGPC prior to the expiry of the relevant Twenty (20) year

period.

(¢) Develcpment creraticns shall upon the issuance of a Development Leas
granted following a Commercial Oil Discovery be started promptly by
Operating Company alnd be conducted in accordance with good oil field
practices and accepted petroleum engineering principles, until the field
is considered to be fully developed, it being understood that if associated gas

is not utilized, EGPC and CONTRACTOR shall negotiate in good faith on,

the best way to avoid impairing the production in the interests of the parties.

in the event no Commercial Producticn of Oil in regular shipments 15 esta-

blished in anv Development Block within three (3) years from the date of the

Commercial Discovery, such :Development Block shall 1mmediately be
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rchnquished. However, such Three (3) year period may be extended by an
1dditionat period not exceeding Onc (1) yeat subject to the approval ot the
Minister of Petroleum and Mineral Resources. Each Development Bloci
i1 o Development Lease being partly within ths radius of drainage of uny
producing well 1n such Development Leasz shall bz considerad as

participating 1n the Commercial Production referred to above.

Development operations 10 1espet of Gz 211 Crud: Qil n ths form
of Condensate of LPG to be produced with or extracted from such Gas shall,
apon the signature ot a Gas Sales Agreement ot commencament of a scheme
to dispose of the Gas, whether for expori as referred to in Article VII b2low

or otherwise, be started promptly by Operating Company and b2 conducted

‘n ascordance with good gas field practices and accepted patrolcum

cngineering principles and the provisions of such aorcement of SCneme. In

the eveat no Commercial Production of Gas 15 establishad in qccordance

with such agreement ot scheme, the D2velopment Leass relating to such

GPC.

{il

Gus shall be relinquished, unless othe wise agreed upon by :

CONTRACTOR shall bear and pay all th: costs and expenses Tequiicd §Y!
carrying out all ths op:rations uader this Agreement but such CcostS and

¢xpensas shall not include anmy intcrest oa investment.

CONTRACTOR shall Iook only to th Petroleum to which it is entitled under

this Asreement to recover such cosis and expanaes.

Such costs and expenses shzll be receverable as srovided in Article VIL
During the term of this Agrecment nd its reuewal, the total productic:
ackieved in the conduct of such op:rations shall be divided baiween ZGPC

and CONTRACTOR in ascordaace with the provisions of Articie V1.
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(g) 1. 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 keeping and showing of books

and 1ccords.

7. CONTRACTOR’s annual income for Egyptian [nicome Tax purposes

undar this Aereament shall bz an amount calculated as follows :

The total of the sums recaved Hy CONTRACTOR from the sale or ather
disposition of all Potroleum acquired by CONTRACTOR pursuant to

Article VII, paragraphs (a) and (b) ;

Reducsd by

i The costs and eXpenses of CONTRACTOR :

ii.  the value as determined according to paragraph (c) of Articie VII,

of EGPC’s share of the Excess Cost Recovery Petrolenm repaid 1o

EGPC in cash or 1n kind, if any,

plus
An amount equal to CONTRACTOR’s Egyptian [ncoms Taxes

orosssd up in th> manndt showa in Annex D Article V1.

For purpos3s of above tax d>ductions in any Tax Year, paragraph (a)
of Article VII shall apply only in respect of classification ot COSts
and exp:nsys and rates of amortization, without regard to the percen-
tage limitation raferred to in the first paragraph of Article VII{a) (1

All costs and expenses of CONTRACTOR in conducting the oporations
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under this Agreement which are not controlled by paragraph (a) of
Article VII as above qualified shall be deduotible in accordanco with

the provisions of the Egyptian Income Tax Law.

3. EGPC shall assume, pay and discharge, in the name and on behalf of
CONTRACTOR, CONTRACTOR’s Egyptian Income Tax out of
EGPC’s share of the Petroleum prcduced 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 considered income to CONTRACTOR.

4. EGPC shall furnish to CONTRACTOR the proper official receipts cvie

dencing the payment of CONTRACTOR’s Fgyptian 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 receipis.

5-8 As used herein, Egyptian Income Tax shall bo inclusive of all income
taxes payable in the ARE. (including tax on tax) such as the tax on

income from movable capital and the tax on profits from commerce

and industry and inclusive of taxes based on income or profits including
a1i dividend, withholding with respect to shareholders and other taxes

§ imposed_by the Government of i A.R.E. on the distzibution of tncome

or profits by CONTRACTOR.
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6. In calculating its A.R.E. Incomz Taxes, EGPC shall bz entitled tc
deduct all rovalties paid by EGPC to the GOVERNMENT and CON-

TRACTOR’s Egyptian income tax paid by EGPZ on CONTRACTOR s
behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES

DURING EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration opzrations hereunder not
later than Six (6) months after the .Effective Date. Not later than the end

of the Fifteenth (15) month after the Effective Date, CONTRACTOR shall
start exploration drilling in the Area, with a commitment of drilling Fous

(4) wells during the initial 2xploration pericd. EGPC shall make available

for CONTRACTOR’s use all saismie, wells and othar exploration data in

EGPC’s possession with repect to the Area.

() The initial exploration period shall be Four (4) years. CONTRACIOR
may extend this exploration period for Two (2) additional periods of Two
(2) years each in accordanc: with Axticle IIT (b), each of which upon at l>ast
a Thirty (30) day prior written notice to EGPC and subject to CONTRAC-
TOR having fulfi llﬂd expenditure oi its minimum exploration obligations and

of its fulfillment ofthe drilling obligations hereunder for the then current

period.
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Dollars 0

snitinl Four (4) yeat expl
For the first 1WO (2) year period that
period CONTRACTOR

CONTRACTOR shals

oration period; provided that
CONTRACTOR

arill Four (4) wells.

eleccts to extend beyond the initial exploration
f Sixteen (16) miltion U.S. Dollars and shall driil

period Contraclor shall spend ¢

alt drill Three (3) wells

shall spend a minimum O

For the second extension

Two (2) welis.
(20) milbon U.S. Dollars and sh

minimum of Twenty
t requires

= drilles

during the initial Four (4) year

afier, the excess may ba:-subtracted fio

mum aumbzr of wolls

required to b2 expended DY CONTRACTOR or mint

required to be drifled during an
a5 the casc may be.

fn case CONTRACTOR yrrenders its Exploration yights under this Agrez-

ment as set forth above before or at the end of ths
the total sum of Twenty Five (23

onded less than

Eaurth (4th) ysal of thz

itial period, having exp

Exploration Of in the event at the end of the Four(#)

pended less than said sum in the Afe..
the said Twenty Five (23) millios

-, amount equal to the difference between
ploration activities shoit

,ctually spent on Ext:

13 S. Dollars and the amount
of surrendering OF withuid

se paid by CONTRACTOR to
nths from the end of the Fourth
Any expén

EGPC at the RN &
(4th) year of the initial

diture deficiency by

explo-

Three (3) MO

cation period, 35 the case may be.
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CONTRACTOR at the end of any additional period for the reasons above-

ment by CONTRACTOR to EGPC of

noted shall similarly result in a pay
ment 18 still in force as to CONTRA-

cuch deficiency. Provided this Agree

CTOR, 'CONTRACTOR shall be entitled to recovef any such payments as

Exploration Expenditure in the manner provided for under Article VII 1

the event of Commercial Production.

wWithout prejudice to Article 111 (b), in case no Commercial Oil Discovery 13

established or no notice of Commercial Gas Discovery 18 given by the end of

or in case CONTRACTOR sufrrenders its exploratios

the Eighth (8th) Year,
ot bea:

obligations under this Agreement prior to such time, EGPC shall n

any aforesaid exponses spent by CONTRACTOR.

beginning of each Financial Year CZ

(¢) At least Four (4) months prior to the
EGPC and CONTRA-

at such other times as may mutually be agreed to by

CTOR, CONTRACTOR shall prepare an EXp oration Woik Program anc

Area setting forth the Exploration oparations whic™

Budget for the

CONTRACTOR proposes to carry out during the ensuing year. Durinz

each Exploration Period, such Work Programs and Buduets taken together

be at least sufficient to satisfy COI\TRACTOR s minimum expenditus:

:nto account any credits for excess

shall

obligations for the period it covers taking

drilling or expenditures by CONTRACTOR in prior exploration periods.

aticn Work Program and Budget shall b2 reviewed by a JOn

EGPC and CONTRACTOR after the Efi>

The Explor

~ammittee to be established by

ctive Date of this Agreement. This Committee, hereinafter referred to &
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the “Exploration Advisory Committee™, shall consist of Eight (8) members,
Four (4) of whom shall be appointed by EGPC and Four (4) by CONTRA-
CTOR. The Chairman of the Exploration Advisory Committee shall be
desicnated by EGPC from among the members appointed by it.  The

Exploration Advisory Committee shall review and give such advice as
it d:ems appropriate with respect to the proposed Work Program and
Budeet. Following review by the Exploration Advisory Committee, CON-
TRACTOR shall make such revisions as CONTRACTOR deems appropr-
iat= and submit the Exploration ‘Work Program and Budgei to EGPC for

its approval. Following such approval. it is further agreed that :

(1) CONTRACTOR shall not substantially revise or modify said work

Program and Budget nor reduce the approved budgeted cxpenditure

without the approval of EGPC.;

(2) In the event of emergencies involving danger of loss of lives or property,
CONTRACTOR may expand such additional unbudgeted amounts
as may be required to alleviate such danger. Such expznditure shall
be considered in all respacis as Exploration expsnditure and shall bo

recovered pursuant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all matenals, equip-
ment, supplies, pﬂrsonﬁel administration and opzrations pusuant to the

Exploration Work Program and Budget and EGPC shall not be responsible

to bear or repay any of the aforesaid costs.

CONTRACTOR shall bo respoisible for the preparation and performance
of the Exploration Work Program which shall be implemented 1m &

workmanlike manner and in consistence with good industry practices
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Except as is appropriate for the processing of data, specialized laboratory,
angineering and development studies thereon, to be made in specialized cen-
ters outside A.R.E., all geological and geophysical studies as well as any othm

studies related to the performance of this Agreement, shall be made in thﬂ

A.R.E.

CONTRACTOR shall entrust the management of Exploration operations
i the A.R.E. to its competent General Manager and Deputy General Mana-
eer. 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 Managet
shall be entrusted by CONTRACTOR with suificient powersio cafry out
immediately all lawful wntten directions given to them by the GOVERN-
MENT or its representative under tho terms of this Agreement. All Jawfut

reoulations issued or hereafter to b issued which are applivable hereunder

and not in conflict with this Agreement shall apply to CONTRACTOR.

CONTRACTOR shall supply EGPC, within Thirty (30) days from the end

of each calendar quarter, with a Statement of Exploration Activity showing

costs incuried by CONTRACTOR during such quarter. CONTRACTOR's

records and necessary supporting documents shall be available for
inspection by EGPC at any time duting regular working hours for Three (3)

months from the date of receiving each Statement.

Within the Three (3) months from the date of receiving such Statement.

CGPC shall advise CONTRACTOR in writing if 1t considers :
(1)} that the record of costs is not correcl ;

(2) that the costs of goods of services supplied are not in line with the inter-

national market prices for goods or services of similar quality supplied



-l

\«w\ i i V8 (2 (1) r\/ A e i 5

Q\&h@b‘-\?ﬁ“ “‘ CLAQ...” ﬂ-—lﬂ -1..5)"3 (,__‘3} .‘J-bi__.«,“ -‘UJ:I.J

lﬁig gzl 3 s Sleasdls Dbomsll 51 ST Ll.a: 3 u‘f :

¢ op iadlg ;i.__tml.*::“ STy rlf;::-‘y CM vE ot e J=1> e
o el Jel gl ey o, ) W 1 81

¢ oyl
WOladoadld pins adar doj¥ cod s 1 LI 0T 9h i g
Jb G alalt ol da..,Jl(_ ‘,3@ ol Jslall e (o g
Ld o b gnd (J Do gl Nl OV 5 LIV Jeg saall 1o 3
JEPTS (RAPIER) ot Al ol e L ois o LgdC
Canls 5,8 b glat ) o gl dee uLJLC,JI sl 2 LY
e iL..._.J 36 Lol slae 0 gl Ll b B ol
Al Blias ¢ (0o B0 oo o el Sa5L Ao ) ssed me
..,.s.x_,u_Jl s, e el bl LI G (.0 ) Gzl y O
e Ll GHMa] J ,JL.,J ) Cu\ 85 4.3 2 (5! CJUI
3 L_.:J 73 ) 4.4[4;\“ odB e (D) d:»llij ( ) ( ) 4,_!LJI SIN
coe (AL el SR ST s md L 2 AE )b
(Bf)” PP | S U7 N IV RPUUR L NP RPN KWR | 7o 5B
G hoae S5 s sul JLsinlal AINPONE I SPR A
des b SGA JY il P e g, LY (0 s et 2 )
SIS B R W) LRV PR K, W | L}}.ndJﬁhld Lest sl
com JI8 5 f%?..:t” o ¥ty eSS

(\o) ﬂp .m'b- o]
S PV LU SO ) PR LR K :._J.lb-_.a ( LY AT @8y a3
- o S o { '

;‘5 j-'.'a-!l;' {J .l-.._..h-ﬁ.\.!‘..h.'r‘.ﬁ.]‘ b—l! :"- (ﬂ_g )_}.J R A ___f"‘"J JJC, r"}‘ (ég

-

Llh _)3 8 "t-"' (__}ls‘ S L‘;? ,6,._..: (_51' L)A (\0) o (Y .-4:19..'.!" ﬁ"..."'
EL:J_ L;_‘.._.u de.\2) Lgl“ __,"__f""‘] R L:.,ﬁ J‘:‘::ﬂ'-\.” Cﬂ.i 4;‘—5\’.’ -‘LJ‘



SR LV e N T L0 T 1 T L WO [ SN

T— - Pk

ol ——————

on stmilar terms prevailing at the time such goods or services wera sup-

plied, provided however, that purchases made and services performed

within A.R.E. shall be subject to Article XXV :

Lad

(3} that the condition of the materials furnished by CONTRACTOR does

not tally with their prices ; or

;|

(4) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connection with the problen:

thus presented, and the parties shall attempt to reach a sattlement which is
mutually satisfactory. Any reimbursement duve to EGPC out of the Cos:
Recovery Petroleum as a result of reaching agreement or of an arbitral award
siall be promptly made m cash to EGPC/ plus simple interest at LIBOR
pius Two-and-half (2.5) percent per annum from the? date on which the
disputed amount (s) would have been paid to EGPC according to  Articlz
V11 (a) (2) and ANNEX “D?’ (i.e. the date of renditicn of the relevant Cos.

Recovery Statement) of {this Agreement to the date of payment. Tho

LIBOR rate applicable shall be the average of the figure or figures publishe
by the Financial Times representing the mid-points of the rates (bid and as<
applicable to one month U.S. dollar deposits in the London Interbank Eur.o-
currency Market on each Fifteenth (15th) day of cach month accurring bes-
ween the date on which the disputed amount (s)'would have been paid -

EGPC and the date on which it is settled.
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if the LIBOR rate is available on any Fifteenth (15th) Day but is not publi-
shed 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 2 day on which LIBOR rates ate quoted
1 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
IF within the time limit of the Three (3)month period provided for in this
paragraph, EGPC has not advisced CONTRACTOR of its obiection 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 convertible currency from abroad
CONTRACTOR shall have the right to buy Egyptian currency whenever
tequired and the conversion shall be made at the local banks in the A.RE.

according to the Official A.R.E. rate of exchange.

(7} EGPC 1s authorised to advance to CONTRACTOR the Egyptian currenc
required for the operations under this Agreement against receiving fron:
CONTRACTOR an equivaient 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 correspen dent bark of the National Bank of Egypt, Cairo. Wit
drawals Irom said account shall be used for financing EGPC’s and its Aifli-

hates foreign currency requirements subicct to the approval of the Mimst¢y

of, Petroleum and Mineral Resources.
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ARTICLE V

MANDATORY AND VOLUNTARY RELIND JISHVIENTS

(a) MANDATORY
At the end of ths Fourth (4th) yzaar after the Effective Date hereoi, CON-
TRACTOR shall relinguish to the GOVERNMENT a total of Twenty Five
(23) percent of the Area not then converted to a Development Lease ¢f

Leasss. Such relinquishmsnt shail be 1in units of whole Exploration Blocks
or parts of Exploration Blocks not converted to D2vzlopment Leases so as

to enable the surrender requiram :nts to bz pracissly fuifillzd.

At the end of ihe Sixth {6th) yzar 17ter the Edctive Date hereof, CONTRA

CTOR shall relinquish an additional Twenty Five (23) pere:nt of the Arcec
not then converted to a Developmeant Leas: or Lras:s. Sacth cetinguishmen:
shall be in units of whole Exploration Blocks or parts of Exp'oration Block:

not converied to Development Leaszs so as to enabls taz requirements to bz

orecisely fulfilied.

Without prejudice to Article Il and XX or the last threa pragrap hs of this
Article V (a) at the end of the Eighth (8th) year of th: Exp'oration p2rood,

CONTRACTOR shall relinguish ths remaind:r of th> Arca n>t thya conver-

ted to Develﬁpm&nt Lease or Leases.

It is und>stocd that af the timz of 2y reliaqpshneat (s ar2as ta Hr ooy
ted into Development Leases and ‘which are submitted to the Minister of
[.’etmlcuﬁl and Mineral R:sourcss for his approval azzyrd 11 to Article 111
(d) shall, subjest to such approval. b> d:amzd coaverted to Development

I eases.
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CONTRACTOR shall not pe required to relinquish any Exploration Block

or Blocks on which a Commercial Oil or Gas Well 1s discovered before the
of this Agrecment given to

veriod of time referred to in Article HI (¢}
CONTRACTOR to determine whether such Well 15 2 Commercial Disco-

very worthy of development,

1n the event at the end of any exploration pericd, 2 well is actually drilling or

{esting, CONTRACTOR shall be allowed up to a six (6) month period 1o
enable it to establish a Commercial Discovery.

(5) VOLUNTARY

CONTRACTOR may, voluntarily, during any ps
part of the Area in Blocks provided that at rhe time of such voluntary relin-

quishment 118 ¢xploration obligations under Article 1V paragraph (b} have

been satisfied for such period.

riod 1elinquish all or any

Any relinquishments hereunder shall be credited  toward the manda.tory

HrovVISIONns of Article V paragraph (a) above.

Following Commercial Discovery, EGPC and CONTRACTOR shall
mutually agree upon any aicd to be relinquished thereafter, except for the
relinquishment provided for above at the end of the total exploration p2riod.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

(2} On Commercial Discovery, EGPC and CONTRACTOR shall form n the

AR E. an operating company which shall
hetween EGPC and CONTRACTOR and such name shall be subject to the
| of the Minister of petroleum and Mineral Resources (hereinafter
Said company shall be a privale

he named by mutual agreemant

approva
referted 10 as #Qperating Company ) «
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g2Ctor company. Op>zrating Company shall b> subicct to the laws and regu-

lations in force in ths A R.E. to ths exteat that saza laws and raaxalationd

~re not inconsistent with the provisions of this Ageezmant or th? Cnarier

of Operating Compaay.

However, Op:rating Company and CONTRACTOR shall, for chy parpHs?

of this Agreemant, b exempted from th> followinz laws aad ragalations as
now or hercafter amended or subitituted :

Law No. 97 of 1976. organizing dz«lings in foreign currencies ;

- s—

1 aw No. 48 of 1978, on th3 staff regulations of Puilic Companies ;

Law No. 159 of 1931, promulgating the jaw on joint stock COMPANISS,

pattneiship limited by share companies and limited liability companies:

and

— Law. No. 97 of 1933 p-omalgating th: law concetning pubiic seiors

authoritics and companie:.

(b) The Charter of Dprrating ‘Compainy 18 horeto attached as Annex “C’.

Within Thirty (30) days after th> dat2 ~f Comm-zrcial Oil Discovery of withia

Thirty (30) days aftor signature of a Gas Sales Agreement of commenczmant

of a schems to dIsposs of Gas (unless otherwiss agreed upon by EGPC and

CONTRACTOR), the Cnariar shall tak: effzct and Op:rating Company

<hall automaticaily come 1ate existence wiihout any further procsdures.

The Exploration Advisory Committee <hall bz dissolved forthwith up.an ik

coming into existence of the Operating Company.
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Niazty (90) days after tie date Opzrating Company comes into eXxistence 11
accordance with parageaph (b) bove. it shall prepare a Work Program and
Budeat for further Exploration and Development for the rema inder of the
vear in which the Commercial Discovery ‘¢ made - and not jater than Four
(4 manths before 1he ond of the current Financial Year (or such other dats
=3 may be agreed upon) and Four (4) months preceding the commenceme it
of each succeeding financial year thereafter {or such other date as may b
zzreed upon) Operating Company shall prepare an annual Production Sche-
dule, Wotk Program and Budeet tor further Exploration and Development

foe the succeeding Finencial Year. The Production Scheduie, Work Pre-

gramm and Budge: shall be submitted to the Board of Directors tor

ﬂ?prﬂ ".'H] -

{(d) Wot later than ihs Tweatizth (20¢/) day of each month, Operating Cont-

pany shall furnish {0 CONTRACTOR a written estimate of itsjtotal casit
requirements for expznditure for the first half and the second half of the suc-
ocding month expressed In U.S. Dollars having regard to the approved Bud-

g=i.  Such estimate shali {ake into consideration any cash expected 10 be ou

hand at month end.

Payment for the appropriate pericd of such month shall be made to the Cus-
respondent bank desigpated in paragraph (e¢) below on the First (Ist) day
nd Fifteenth (15th) day respectively. or the next following business day.

sacir day is not o business dayv.

(e} Opoorating Company i« authorised to kecp at ils own dispcsal abroad m a.

ccount cpened with a correspondent bank of the National Bank of Egvpt.

Cairo, the foreign funds ady anced by CONTRACTOR. withdrawals fron:

said account shall be used fox pavment for geoods and services acquired
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abroad and for transferring to a local bank in the A.R.E. the required
amount to meet expenditures in Egyptian Pounds for Operating Company

in connection with its activities under this Agreement.

Within Sixty (60) days after the end of each Financial Year, Operating Com-
pany 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

sccount and the balance outstanding at the end of the year.

() Ifand for as long during the period of production operations there exists any
excass capacity in facilities which cannot during the p:riod of such excess be

used by the Opzrating Company, EGPC and- CONTRACTOR. will consult.

togcether to find a mutually agreed formula whereby EGPC may use the

excess capacity if it so desires without any unreasonable financial or op:ra-

tional disadavantage to the CONTRACTOR.

ARTICLE VI

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(a) (1) Cost Recovery Petrolcum
Subject to the auditing provisions under this Agreement, CONTRACTOR
shall recover all costs and expenses in respzct of all the Exploration,
Development and related opzrations under this  Agreement to the extent

and out of Thirty (30) percent quarterly of all Petroleum produced
and saved from all Development Leases within the Arsa hereunder and

aot used in  Petroleum operations. Such Petroleum 1is hereinafter

referred to as “Cost Recovery Petroleum’.

(¥)
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For all Exploration, Develcpment and production hereunder, such costs and

expenses shall be recovered from Cost Recovery Petroleum in the following

manner

§  Cporating expenses, incurred and paid after the date of Iaiiial Commer-

ool Drrduction, which for the purposes of this Agreement shall mean
tha dute on which the first regular shipment of Crude Oil or the first
deliamies of Gas are made, shall b2 racoverable either in the Tax Year
ip which zuch costs and exp2nscs are incurred and paid or the Tax

Vez: in which initial Commercial Production occurs, whichever is the

1ne

r gate.

1

i Erpisration expenditures including those accumulated prior to the com-
e~ seraent of initial Commercial Production, which for the purposes

1 1his Aereement shall mean the date on which the first regular  ship-
me—: of Crude Oil or the first deliveries of Gas are made, shall be reco-
ver-~le at the rate of Twenty (20) pesrcent per annum starting either

in ke Tax Year in which such expenditures are incarred and paid or

the,Tax Year in which initial CommeTcial Production commences,

whichever is the later date.

jii Development expenditures, including those accumulated prior to the
commencement of initial Commercial Production which for the purpose
of this Aercement shall mean the date on which the first regular ship-
ment of Crude Oil or the first deliveries of Gas are made, shall be reco-
verable at the rate of Twenty (20) pzreent per annum starting in the

Tax Year in which such expendituies are incurred and psid or the Tax
yaar in which initial Commercial Production Commences, whichever

;¢ the later date,

7v. To :he exient that, 1n a Tax Year, costs, eXpeases Of expenditures reco-
yerable per paragraphs (1), (ii) and (iii) preceding exceed the value of
all cost Recovery Petroleum for such Tax Year, the excess shall be
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carried forward for recovery in the next succseding Tax Year or Years

until fully recovered, but in no case after the termination of this

Agreement, as to CONTRACTOR.

v. For the purpose of determining the classification of all costs, expenses

and expenditures for their recovery, the following terms shall apply :

1. <Exploration Expanditure” shall mean all costs and exp:nsss for

Exploratton.

7. «Development Expenditute’” shall mean all costs end expenses $of

Development with the excepion of Operating Exp2nses.

3. «Qperating Expenses’ shall mean all costs, expanses and exp2ndi-

tures made after initial Commercial Production, which costs, €x-

penses and exp:nditures ar¢ not normally depreciable.

. However, op:rating oxpenses shall include workover, repair and main-

tenance of assets but shall not include any of the following : side trac-

king : redrilling and changing of the status of a well, replacement of

assets or part of an asset, additions, improvameats, renwals or majsr

overhauling that extend the life of the asset.
{vi) Itisunderstocdand agreed upon that 12 recovery of casis and expenses

as bas=d upon the rates referrad to above shall bz allorated to each quar-

ter proporuonately (one fourth to cach quarter). However, any reco-

verable costs and expenses not recovered in one quarter, as thus alloda-

tod, shall be carried forward for recovery in the next quarter.
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(2) CONTRACTOR <hall each quartet take and separately dispose of Cost

Recovery Crude Oil produced in acordance with patagraph (a) (U}

of this Article VII.

To the extent that the value of the Cost Recovery Petroicum (as dzfet-

mincd in paragraph () blow) exceads the actual recoverable costs and

expznditures, including any carry forward from paragraph (a) (1) (0
above, then the Cost Recovery Petroleum. in value corresponding 1o
su-h excess, shall b2 divid:d bztween BEGPC 21d CONTRACTOR 1
the manner set forth in Article VIL (b) balow and EGPC’s shate shalt

be paid in cash by CONTRACTOR to EGPC in the manner set fortk
in Article 1V of the Accounting Procedure contained in Annex “D7
¢(3) Ninety days prior to the commencement of each year, EGPC shall be
entitled to clect by notice in wiiting to CONTRACTOR to requife
repayment of up to one hundred (100) percent of EGPC's share of
Cost Recovery Petroleum in kind. Such repayment will be in Crude Od
from the Area F.O.B. export terminal or other agroed delivery pont
provided that the amount of Crude Oil taken by EGPC in kind in &
guartcr shall not exceed the value of Cost Recovery Ciude Oif actualty
taken and separately dispased of by CONTRACTOR from th: AR
during the previous quarter. If EGPC’s entitlement to 1eesive repay-
ment of its share of Excess Cost Recovery Pstroleum is limited by the

foregoing proviso, the balance of suzh entitlement shall be paid in cash.

(b) Production Sharing
1. The remaining Scventy (70) percent of the Petroleum shull be divided
between EGPC and CONTRACTOR according to the following sharces.-

Such shares shall be taken and disposed of pursuant to Article VII (o).



VAL e e Vg B (@F) PV — el AT VY

:rL.-S:Jh‘.:q_j“ -y

J}m‘ "-.."‘:‘*a; 11:‘“ h—*:ﬁﬂ-’ 3.. lﬁtg\} C_f:;l\ ruicﬂ.)\
/. - . f*‘;‘:“i;}* sl LilsWadn oo s

:“::J 3 ;:“ l.:.-\._l.-l.sjl (_';i_-.

($pe o oo e

03 ¢ VLSS WP oo PR g T

() (A+) T ALERE

i ann J ‘.;*J Yy ..3:; Ct'! ::S‘_,T L{.':f:J ;,,__JL
{\VJQ‘)L—-‘;-}Q;}(AY}ﬁ)Mﬂ;_’ L;/'--:J ot---L;p-JYo...Llp..

JCPRPUP I P PR WY S G o 5 ylae ) daill

(\o) (Aa) ‘5,__; Va-.f‘:r_’a..-néﬁ
el Wi a7 ZUL RS a2 3
(\ Y)o)x._iai; ()\V;n);__ina;j | djt___, Vor.. o

J bl ai Al el «LPGy 1 BLLY 3,000 5Ly FPSTR

. ! Al Ja s sley Sl

: ok LY odm oyt & Lis) y Gi:;ll



VI 1 B i 18 2 (@F) P sl = e Jlis o
___________——_———————;'——

() Crude Oil

Crude Oil produced EGPC share CONTRACTOR
and saved under this Agreement % share 7,

and not used 1n Petro-

leum operations. Barrels par day

{quarterly average)

“That portion or increment Eighty (80) Twenty (20)
ap to 25,000 BOPD
“That portion or crement Eighty two & Seventeen &

from 25,000 BOPD

up to 50.000 BOPD half (82-5) half (17-5)
That portio. or increment from Eighty Five Fifteen
50,000 BOPD up to (85) (15)

75,000 BOPD

That portion in Eighty seven & Twelve &
excess of 75,0600 BOPD half (87.5) half (12,5)

(ii) Gas and LPG

(i) Gas and LPG produccd and sa ved under this Asreement and not usecd
in Petroleum operations :

EGPC Share CONTRACTOR Share
yz yA

Eighty (80) Twenty (20).
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7. After the end of each contractual yzar during th term of any Gas Sales
Agreement entered into pursuant to Acticle VII(2), BE52C 2a1 CONTR-
ACTOR (as Sellers) shall render to EG2C (as Buyer) a statemznl for an
amount of Gas, if any, equal to thz ambduat by waich th2 quaatity of (Gas
which EGPC (as Buyer) has taken dolivery falls below Soeventy-five (73]
percent of the Contract Quantities of Gas as established by the applicabla
Gas Sales Agreement (the “Shortfall”), provided the Gas 18 available.
Within Sixty(60) days of recsipt of ths stalem sat, EGPC (as Buyer)shatlt
nyy EGPC and CONTRACTOR (as Sellers) for the amount of the
Shortfall, if any. The Shortfall shall be vcludedin EGPC'sand CONTR-
ACTOR’s entitlements to Gas pursuant 10 paragrapas (a) and (9ol this-

Article in the Fourth (4th) quarier of such c¢ontractual yoar.

Quantities of G1s not tak:a bat qto b3 paid frr sl oo eyl a
separate “Take and Pay Account’’. Quantities of Gas (“Make Up Gas™}
which ate delivered in subszquont yoars i sxcoss of Seventy-Five (75}
"parcent of the Contract Qaantities of Gas as established by the applicabio
Gas Sales Agreement, shall ba set against and reduce quantities of Gas 1n
the “Take and Pay Account’ to th extent thareof and, to that extent, 0o
payment shall be due in respact of such Gas. Quch Make Up Gas shail

“not be included In CONTRACTOR’s eantitlements to Gas pursuant {0
paragraphs (a) and (b) of this Article. CONTRACTOR shall have no

rights to such Make Up Gas.

The parcentages set forth in Ariicle VII (a) and this Article VII (b) 1o

respact of LPG produced from a plant constructed and op:rated by or ol
behalf of EGPC and CONTRACTOR shall apply to all LPG availaoio

for delivery.
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(c) Valuation of Petroleuwm

1. Crude Ol

(i) Ttistheintent of the parties that the value of the Cost Recovery Crude
Oil shall reflect the prevailing maiket price for Crude Oil.  For the
purpose of evaluating the prevailing market value of the quantity of
Cost Recovery Crude Oil to which CONTRACTOR is entitled hero-
under] during each calendar quarter, the weighted average prics
realized for comparable quantitics on comparable credit terms in

freely convertible currency from F.Q.B. point of export sales to
non-affiliated companies during any such quatter at armslength
by either EGPC or CONTRACTOR under all Crude Oil sales
contracts current]y. in effect but excluding Crude Oil spot sales not
.cansistent with prevailing market prices for similar Crude O1l and
also excluding Crude Oil sales contracis involving barter, whichever
is higher, shall be used, It is understood that inthe case of C.LF.
sales, appropriate deductions shall ‘be made for transport and
insurance charges to calculate the F.O.B. point of export price; and
always taking into account the appropriate adinstment for quality
of Crude Oil, freight advantage or disadvantage of port of loading
and other appropriate adjustments. Nevertheless, if CONTRAC-
TOR considers the value of the Coest Rccovery Crud=z Oil so
determined not to reflect the market condiiions prevailing during
the calendar quarter, CONTRACTOR and EGPC shall meet and

mutually agree upon the price.

(ii) If during any calendar querter there arc noe such sales by EGPC or
CONTRACTOR under Crude Oil Sales contracts currently in effect,
EGPC and CONTRACTOR shall meet and mutuaily agree upon the
price of Crude Oil to be used in determiniag the value mentioned in

sub-paragraph (¢) (1) (i) above. Pending such mutual agreement the
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price used shall be the last pricc determined pursuant to sub-paragraph
(c) (1) (i) or under this sub-paragraph (c) (1) (ii) whichever 1s later,
and appropriate adjustment will be made thereto after determina-

tion of a mutually agreed price by EGPC and CONTRACTOR.

2. Gas and LPG
(i} The Cost Recovery and Profit Shares of Gas subject to a Gas Sales Agre-

ement between EGPC and CONTRACTOR (as Sellers) and EGPC {as
Buyer) entered into pursuant to Article VII(e) shall be valued and deliverec
to and purchased by EGPC at a price determined according to ths

following formula :

3
PG = 8 . X - X H
39.69 x 10°
where ¢
PG = The value of the Gas in U.S. Dollars por thousand cubic feet
(MCF).

"1}
|

2 value in U.S. Dollars par metric ton of fuel oil calculated by referring
to “Platt’s Oilgram Price Remrt” during a month under ihe headiné
«Buropean Bulk Cargoes FOB Mediterranean Bﬁsis 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 were quoted and (b) the sum of the
mid-points of the published low and high values for low sulphur fuel o1l
quoted during such month divided by the number of days in such month

for which such values were quoted.

H =—the number of British Thermal Units {(BTUs) per thousand cubic fee!
(MCF) of the Gas.



\AAR dw et V2 2 () Y ol de JI B ) A

e daw bl S el pol =R Sl 5 5o b= 3
o Las 5ol slaeyl Gl @e2) 4 e Lg_,._é-T flﬂ Q8>
o (3D AP A IS e V- s 0 et NS Jpls Al
s e NI e gl st R NV B AT WY
yohaa (ij.:_»_;l{ (G b e 3455 Sl Y1 sl ¢ 5 aaedl oy
1{3 150 oF ¢ adall alall sds M 2o o Wi~ (39 » Aldas (_Gﬁi
—cl G ol N T o, L Db e iad oo Ko
Ol Ws Ly Jopah O 4l e G5 Sl Y
Lbia pr (ogd) k! oo SO e Loy Lis o (Je & sioch]
o Lu gl i

5 A3 o gme) UH (5> 9 L,.'.‘.H ol el 22 jLLU V‘:L“ la_» e

F‘J‘“"J" o) BV (,J.._J‘ S ol e A (\o) S G e anss
o 4yl «.I(“: (5 W3 ¢ oo ('1') X (J:) 4 L] ssL b 53l
) g o ) T 15 A e By

_dﬁllﬁﬂlab}ﬂ\ghwl‘}ful Js p I jas 3de o K —

L ally gl B me AS @5 o1 Jonr oo 2 aD

o B ) e 5 sl G p ) Al B35 Lo L 5!

At oi ) b ) At dolasll liss ¢ 5 SAT KLY Ja b 5le
C (5 G e ol

3 X'/\GXE—-_J._,-;JQ@: CUJL’J

I

5
(.

C..

(.

sa_odl Db Yl 7 PP VI PPv Y LS-,;:‘- u]a ‘_}f) ( REur
o A5G W



A VAR B i V& S (@F) BV st — T i 3 2

— M

gl

In the event that Platt’s Oilgram Price Report is issued on certain days
during 2 month but not on others, the value of F shall be calculated using
only those issues which are published during such month. Inthe event
that the value of F cannot be determined because Platt’s Qilgram Price
Report is not published at all during a month, the parties shall meet and
agree the value of F by reference to other published sources. In the event
that there are no such published sourczs or if the value of F cannot be
determined pursuant to the foregoing for any other reason, the parties
shall meet and agree a value of F by refercnce to the average value of low

and hich sulpher content fuel oil delivercd FOB from the Mediterranean

arca.,

Such valuation of Gas under a formula providing for a fifteen (15)
percent discount is based upon delivery at the delivery point specified in
Article V1I (e) 2 (ii) below, and is toenable EGPL to finans2 and maintain

the portions of the pipzline distribution system to bz providsd by EGPC.

(ii ) The Cost Recovery and Piofit Shares of LPG produced form a plant
constructed and operated by or on behalf of EGPC and CONTRACTOR
shall be s=parately valued for Propane and Butane atthe outlet of such
LPG plantaccordingto the following formula (anless otherwise agreed

between EGPC and CONTRACTOR) .

PLPG = 95PR — (I x 85x  F )
| 39 .69 X108

Where :
PLPG = LPG price (separately d>termined for Propane and Butane)

in U.S. Dollars per metric ton.
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PR = theaverage overap:riod of a month of the figures répresent-

ing the mid-points between the high and low p:ices in U.S.

Dollars p>rmetricton quoted in*Piatt’s LPG aswire’during

such month for Propane and Butane FOB Ex Ref/Stor.

YWest Medi{eﬂanean.

J — BTUs removed from the Gas Sircam by the LPG Plant

ver metric ton of LPG produced.

F — the same value as F undei sub-paragrapb (1) above.

In the event that Platt’s LPGaswire is issusd on c¢zrtain days during a month

but not on others, the valuz of PR shall bz calculated using oaly thosz 1ssues which

are published during such month. In th> event that the value of PR cannot be

' determined because Platt’s LPGaswire 1s not publishad at all during a month, tha

_parties shall et and agree the value of PR by referencs to other published sources.

In the eveni that there are no such other pablished sources or if the value of PR
cannot be doiermined pursuaat to the foregoing for any othier roason, the partica
shall meet anc agree the value of PR by reference to the value of LPG (Propane and

Butane) delivered FOB from the Mediterranean Aiea.
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Such valuation of LPG is based vpon delivery at the delively point specified
in Article VII (e) (2) (i11) below.

(iii YThe prices of Gas and LPG so calculated shall apply during the next

succeeding month.

(iv) The Cost Recovery and Profit Shates of Gas and LPG disposed of by
EGPC and CONTRACTOR other than to EGPC pursuant to Article

VII (e) shall be valuved at their actual realized prices.

(d) Forecasts
Op:rating Company shall prepare not less than Ninety (90) days prior to the
beginning of each calendar semester following regular production and furnish
in writing to CONTRACTOR and EGPC a forecast sztting out total quantity
of Petroleum that Operating Company estimates can be produced, saved and
transported hereunder during such calendar- semester in accordance with good.
otl and gas industry practices. Operating Company shzllendeavour to produce
cach calendar semesier the forecast quantity. The Crude O1l shali rua to
storage tanks or ofishore loading facilities constructed, mainntained and
opsrated according to Government Regulations, by Operating Company in
which said Crude Oil shall be metered or otherwise measured for royalty, and
the other purproses required by this Agieement. Gas sball be handled by

Opezrating Com pany in accordance with the provisions of Article VII (¢) below..

(e Disposition of Petroleum

(1) BEGPC and CONTRACTOR shall have the right and the obligation to

scparately take and freely export or otherwise dispose of currently all of”
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the Crude Oil to which it is entitled under Article V1I(a)and (b). Subjec:
to payment of sums due to EGPC under Article VII (a) (2) and IX.
CONTRACTOR shall have the right to retain abroad all funds acquirea
by it abroad including the proceeds from the sale of its share of Petroleum
cxported. Notwithstanding anything to the contrary u nder this Agreement
priority shall be given to meet the requirements of the AR.E. marke:
from the Crude Oil produced from the Area and EGPC shail have the
p-eferential right to purchase «uch Crude Oil at the p-ice to be
determined pursuant to Article V1I (c). The amount of Grude Oil SC
purchased shall be a portion of CONTRACTOR s share of the crude Oil
produced under this Agreement. Such amount shall be proportional

<0 CONTRACTOR’s share of the total production of crude ol from
that are also subject to EGPC’s

the concession areas in the A.R.E.
preferential right to purchase. The payment for such purchased amouns

shall be made by EGPCin US Dollars or in any other freely convertible
currency remittable abroad. It is agreed upon that EGPC shall notify

CONTRACTOR, at least forty five (45) days prior to the beginning 0i
the Calendar Somester, of the amount to be purchased during suck

Qemester under this Article VII (e) {1).

(2) Withrespectito Gas and LPG produced from the Arcas

(i) Priority shall be given to meet the requirements of the local markc:

as determined by EGPC.

(ii) In the event that EGPC is to be the Buyer of Gas, the disposition oi
Gas to the local market as indicatcd akove shall be by viitue of long
rerm Gas Sales Agreements to be entered into between EGPC anc

CONTRACTOR (as Sellers) and EGPC (as Buyer).

EGPC and CONTRACTOR (as Sellers) shall have the obligation t«
deliver Gas to the following points where such Gas shall be meterec

for sales, royalty, and other purposcs tequircd by this Agreement .

(a) Inthe evenl no L.PG Piant is constructed to process such Gas, at
the point of delivery to be agreed upon by the parties under the
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Gas Sales Agreement which point shall be the flange connecting
the pipeline to the Naticnal Gas Pipeline Grid System as

described in Annex “E’" hereto or as otherwise agreed.

(b) In the event an LFG plant is constructed to process such Gas-
such gas shall be metered, atthe iniet to such LPG plant,  How-
ever, notwithstanding the fact that the metering shail take place:
at the LPG plant inlet, CONTRACTOR shall through the
Orerating Company build a pipeline suitable for transpott of the
processed Gas from LPG plant outlet to the point of delivery
to be agreed upon by the parties under the Gas Sales Agreement’
which point of delivery shall be the flange connecting the pipeline
to the National Geas Pipline Giid System as depicted In Annex
“E’ hereto or as otherwise agreed. Such pipeline shall be owned:.
:0 accordance with Article ViIl(a) by EGPC, andits cost shatl
be financed and recovered by CONTRACTOR as Development:

Expenditures pursuant to Article VIII.

(ifi JEGPC and CONTRACTOR shall consult together to determine
whether to build an LPG Plant for recovering LPG from any Gas-
produced herecunder. In the event FGPC and CONTRACTOR
decide to build such a plant, the plant shall, asis appropriate, beinthe:
vicinity of the National Gas Pipchne Grid System. Declivery of
1PG for royalty and other purpcses required by this Agrcement
<hall 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 Agrcement unless the Minister of petroleum and Minerat

Resources agrees to accelerated recovery.

(iv) EGPC (as Buyer) shall have the option to elct, by ninety
(90) days prior written notice to EGPC ana CONTRACTOR (as
Sellers). whether payment for the Gas which is subject to a Sales.
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Agreement between EGPC and CONTRACTOR (as Sellers) and ;
EGPC (as Buver and LPG praduced {rom a niant censtrieted and
operated by or on behalf of EGPC and CONTRACTOR, :s valued
in accordance with Article VIT{c), and to which [C ONTRACTOR is

entitled under the provistons of coast Recovery and Production
Sharing as stipulated 1o Artie VIT of this Agrzement. sheil ke

mads (1) in cask or ) in kind.

Payments in cash chall be made by EGPC (2s Buyver) at intervals
~rovided for in the reievant Gas Sales Agreement in U.5. Dollars

remittable by CONTRACTOR abro ad.

Pavments in kind shall be calculated by converting the value of Gas
and LPG to whih CONTRACTOR is entitled mlo equivalent
t-rrels of Crude Oil to Le taken concurrently vy CONTRACTOR
from the Area, or to the extent {hat such Crude Oil is ineufficient,
Crude Oil from CONTRACTOR’s other Con cession Areas or such
other areas as may be ﬁgreed. Such Crude Oil shall be added to the
Crude Oil that CONTRACTOR o otherwise entitled to lift under
this Agreement, Such equivalent barrels shall be calculated on the
basis of the provisions of the relevant Concession Agreement relating

to the valuation of Cost Recovery Crude Oil, Provided that :

.a) Payment of the value of Gas and LPG shall always be made In
cash in U.S. Dollars remitiable by CONTRACTOR abroad to

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

sion as provided for above;

bb) Payment of the value of Gas and L.PG shall a'ways be made In

kind as provided for above to the extent that payments in cash

are j0t made by EGPC.
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Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR’s Cost Recovery Petroleum, shall
beincluded in CONTRACTOR’s Statement of Recovery of Cost
and of Cost Recovery Petroleum 1eferred to in Article 1V of

Annex “D’’ of this Agreement.

(v) Should EGPC (as Buyer) fail to enter into a long-term Gas Sales
Agreement with EGPC and CONTRACTOR (as Szllers) within Five
(5) years (unless otherwise agreed) from a notice of JCommercial Gas
Discovery pursuant to Article IH, EGPC and CONTRACTOR shall
have the right to take and freely disposeof the quantity of Gas
and L?G in raspact of which ths aotica of Comuercial Discovery

is given by exporting such Gas and LPG,

(vi) Th= procseds of sale of CONTRACTOR's share of Gas and LPG
disposed of pursmant to the above sub-paragraph (v) may be
freely remitted or retained abroad by CONTRACTOR.

(vii)In the event EGPC and CONTRACTOR agree to accept new (Gas
and LPG producersto Joininanongoingexport project, such produ-

cers shall have to contribute a fair and equitable share of investment
made,

(viii)az) Upon th2 expiration of the Five (5) year pzricd “referred to in
Article VII(e)(v) above, CONTRACTOR shall have the

oblhigation to exert reasonable effortsto find an export market

for Gas reserves,

0b) In the event at the end of the Five (5) year period referred .
under Article VII (e) (v) above, CONTRACTOR and EGF.
have notenteredinto a Gas Sales Agreement, [ICONTRACTO:-

“shall retain its rights to such Gas reserves for a further Period of
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upto Saven (7) years, sub‘act to Article YII (e} (Viii) (cc). during
which period BGPC shall attempt to find a market for the Gas

ICSCIVES,

ce) In the cvent that CONTRACTOR has not entered into a Gid
Sales Agrcement 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 in respzct of which such notice has been given,
It being understood that .CONTRACTOR shall, atanytime pric ¢
to the expiry of such Twelve (12) year period, surrender the
Gas reserves, if CONTRACTOR does not accept an offer of
a Gas Sales Agreement from EGPC within Six (6) moathi
from the date such offer is made provided that the Gas Sales
Agreement offered to CONTRACTOR shall take into
consideration the relevant technical and economic factors to

enable a commercial coniract including :

— sufficient delivery rate.

— delivery pressure to enter the National ?Pipeline Grid

System at the point of delivery.

— delivered Gas quality specifications not more stringent thaa

those generally appl:ed in Egypt.

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

" discovered in commercial quantitiesin the same Develcpment Lease.
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({) Opcrations

IT following the reversion to EGPC of any rigits to Crude O1l hereunder.
CONTRACTOR retains rights to Gas in the same Develcpment Lease, or if,
‘ollowing surrcnder of rights to .Gas hereunder, CONTRACTOR retains
rights to Oilin ths sams Dzvelopment L=ase, op>rations to explore for or
2xoloit the patroleum, the richtsto which havz rzverted or been surrendared
{ Oil orGas as the case may b=) may only bz carried out by Op:rating Company

which shall act on behalf of EGPC alone, unless EGPC and CONTRACTOR

acree otherwise.

(g} Tanker Scheduling

At a reasonable time prior to the commencement of Commercial Production
EGPC and CONTRACTOR shall meet and agree updn « procedure fot

scheduling tanker hiftings from the agreed upon point of export.

ARTICLE Vil

TITLE TO ASSETS

‘a, EGPC shali become the cwner of allassets acquired and owned by CONTRA-

CTOR in connection with the operations carried out by CONTRACTOR

or Operating Company in accordance with the following :
(1) Land shall become the prcparty of EGPC as soon as it 1s purchased.

(2y Title to fixed and movable assets shall be transferred automatically and
gradually from CONTRACTOR to EGPC as they become subject to
recovery in accordance with the provisions of Article VI; however the
full title to fixed and movable assets'shall be transferred auto matically from

CONTRACTOR to EGPC when its total cost has been recovered by
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CONTRACTOR in accorddnce with the provisions of Artlcle VII or at
the tlme of termmatmn of' this Aﬂreement with rusp*-ct to all assets
chargeable to the op'zratmns whether recovered or not, whichever first

OCCuIs,

The Book Value of the Assets created during each calendar quarter shall
be communicated bjr CONTRACTOR to EGPC or by Opsrating Comp-
any to EGPC and CONTRACTOR within Thirty (30) day of the end of

cach quarter.

(b} During the term of this Agreement and the renewal period EGPC, CONTRA- .
CTOR and Operating Comany are entitled to the full use’and enjoyment of
al' fixed and movable issets referred to above in connection with operations
hereunder or under any other Petroleum Concession entered  into by the
parties. Proper accounting adjustment shall be made. CONTRACTOR and

EGPC shallfnotfdjsmse of the same except with agreement of the other.

fc}) CONTRACTOR and Operating Company, may freely import into A.R.E. use
therei1. and freely export atfthe end of such use machinery and “equipment
which they either rent or lease in accordance’ with good industry practices,

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

ARTICLE IX

BONUSES

{a) CONTRACTOR shall pay to EGPC as a Signature Bonus the sum of Three
(3) million U.S. Dollars (US.S 3, 000, 000} on the Effective Date.
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(b) CONTRACTOR shall pay to EGPCthe sum of Two (2) million U.S. Doilars
(U.S $2,000,000)a Production Bonus when the total average daily produc-
tion from the Area first recaches the rate of Fifty Thousand (50, 000) barrels per

day for a period of Thirty (30) consecutive producing days. Such paymcnt

will be made within Fifteen (15) days thereafter.

(c; CONTRACTOR shall also pay to EGPC the additional sum of Three (3)
nitlion U.S. Dollars (U.S.S 3, 000, 000) as a Prcductioon Bonus when the
total average daily prcduction from the Arca first reaches therate of One
Hur dred Thousand (100, 00) barrels per day for a pariod of Thirty (30) conse-
cutive preducing days. Payment will be made within Fifteen (15) days therea-

fter.

(/3 CONTRACTOR shall also pay to EGPC the additional sum of Five (5) mil-
lion U.S. Dollars (U.S. S 5.000,000) a: a Prod i1ction Bonus when tie total
average dail producton from the Area first reaches the rate of One
Hundred and Fifty Thou aad (150 000) barrels per day for a period of Thirty

(30) consecutive sroducing days. 2avm at will be made with n Fiftecn (15)

days thereafter.

(¢) All the above mentioned Bonuses shall in no eve t be recoverl

by CONTRACTOR.

(f) In theevent that EGPC >'ectsto jeve op any part of the Area pursuanilo .
the sole risk nrovisions of Article [ 1 (c) hereinabove, production from such '
sole risk area s all be considered for the purpose of this Art cle IX only T

CONTRACTOR ex:rcises its optton to share in s :ch production, and only

from the ipitial date of shanng.
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(¢) Gas shall be taken iato azcouat for thz purposes of determining the total
average daily production ceom tha Area »nder Article X (b)-(d) by conver-
ting daily Gas delivered into =qaivalent barrels of daily Crude Oil production

i1 accordance with the following formula -

MCF X H X 0.136 = equivalent barrels of Crude Otil

Where
MCFE == one thousand cubic feet of Gas

H — the aimbzr of million Bntish Tharmal Units (BTUs) per MCF

ARTICLE X

OFFICE AND SERVICE OF NOTICE

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

The G:anzral M1aa32l ani D:xputy General Manager shall be entrusted Dy
CONTRACTOR with sufficient power to carry out immediately all local written
directions given to th2m by the SOVERNMENT or its representatives under the
rerms of this Agreement. All lawful regulations issued or hereafter to be issued
which are applicable he eund:r and n ot in conflict with this Agreement shall apply

¢ the dutics and acitvities of th G:n>ral Manager and Deputy Gezneral Managef.

All fpatters a1l aotizes shall be dsamad to be validly served which are delr-

vered to the office of tie General Manager or which are senl to him by

recgistered wa:l to CONTRACTOR s office in A.R.E.
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1] matters and notices shall be deemed to be validly served which are deli-

vereg to the office of the Chairma

red mail at EGPC's matn office in Cairo.

n of EGPC or which are sent to him by registe-

ARTICLE Xl

SAVING OF PETROLEUM AND PREVENT;ON OF LOSS

(@) Operating Company shall take all proper measuics, according to generaky

ac.epted methods in use |
r under the nmund in any form during drilling, produ-

The GOVERN-

1 the oil and gas industry to prevent foss or waste

of Petroleum above ©
-ing. gathering, and distributing or storage operations.

MENT has the right to prevent any operation on any well that it might

~easonably expect would result in loss or damage to the well or the o1l or gas

neld.

(b} Upon completmn of the drilling of a productive well, Operating Company

<hall inform the GOVERNMENT or its representative of the time when the

i1 will be tested and the projuction rate ascertained.

wWe

a3 where multiple producing formations in the same well

(¢} Except in in3taiac
cconomically through single tubing string, Petroleun

~an only be produced
d from multiple oil-carfying zones through one string of

shall not be produce
except with the prior approval of the GOVERN-

tubing at the same tiree,

MENT or its representative.

(% Operating Company shall record data regarding the quantitics of Petroleum:
Such data

snd water produced monthly feom cach Development Lease.

GOVERNMENT or its representative on the special

shall be sent to the
oce within Thirty (30) days after it is obtalned

forms provided for that purp
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Daily or wezklk statistucs regarding the production from the Area shall be
available at all reasonable times for e¢xamination DY authorized

representatives of the GOVERNMENT.

(¢} Daily drilling records and the graphic logs of wells mus. show thi quantity
and type of cement and the amount of any other materia's uscd In “he well

for the purpose of protecting_‘PctmIeum, gas bearing O {reshtwater 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.

ARTICLE XII
CUSTOMS EXEMPTIONS

(@) EGPC, CONTRACTOR and Operating Company shall be permitted to

import and shall be exempted from customs taxes and duties and other taxes
and fiom the importation rules with respectto the importation of machinery,
equipment, appliances, materials, it€ms, means of transport and transporia-
tion (the exemption from taxes and duties shall not apply 10 passengers’ 031351
electric appliances, air C€o nditione~s for officesy and oil field, electronic
appliances, compuler hardware and software, as well as spare parts required
for any of these 1te1ns, all subject to a duly approved certificate Dy an EGPC
responsible representative aominated by EGPC for such purpose,’ that the

impo1ted 1tems are required for carrying on the activities related to this

Agreement. |

(3 “achinzry, equipmant, appliances and means of transport and transporta-
tion imported by contractors and sub-contractors temporarily .engaged In an

activity related to th2 operations subject of this Agreement shall be cleared

anlr the “Tsmporary Release System’’ (without payment of any taxes of

sustoms duties)”’, upon presentation of a duly approved certificate by aa
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EGPC responsible rbpresen*‘atwc n¢ mmulcd by EGEC lcr such purpese,

that the lmported items are requlred for carrymg on an activity related to this
Agreement.  Ttems (excluding motor vehicles) set out in paragraph (a) of
shis Article imported by contractors and sub-contractors tfor the aforesaid
activities, in order to be jpstalled or used permanant]}f oF consumed shall be
subject to the exemption set forth in paragraph (a) of this Aiticle after being

duly certified by an EGPC responsible representative to be used for carrying

~n the activities related to this Agreement,

(¢) The employees of CONTRACTOR, Operating Company and their contra-

-tors and sub-contractors shall not be entitled to any exemptions

from customs duties and other ancillary taxes and charges except within the

limits of the provisions of the laws and regulations applicable in the AR.E.

() Ttems imported irto A.R.E. whether exempt or not exempt from customs
Juties and other ancillary taxes and charges hereunder, may be exported by

{h2 importing party at any time after obtaining EGPC’s approval, without

any export taxes or charges or any taxes or charges from which such 1items
have been already exempt, being applicable. Such items may be sold within
she A.R.E., after obtaining the approval of EGPC and the Customs Depart-
went. 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 itemsand the tariff applicable onthe date of sale, unless suchitems have

slready been sold to an affiliated company of EGPC, having the sam¢

exemption or anless title to such 1tcms (excluding passengers’ cars) bave

caverted to EGPC or the Customs Department. In the event ol any such

sale under this paragraph(d), the proceeds from such sales shall be dividedin

the following manner :
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o reimbursement of its unre covered cost,

CONTRACTOR shall be entitled t
if any, shall be paid to EGPC.

if any, in such items and the excess,

(¢) The exemption pmvidedforin paragraph(a) of this Article shall notapply

to any imported items when, in the opinion of EGPC 1t
<nbstantially the same kind and quality arc manufactured locally and are

r timely purchase and delivery in the A.R.
of the imported item before

»ms of the sani¢, of

available fo E. at a price not lgher

than Ten (10) percent.moOIC than the cost

ms duties but after transportation and insurance Costs have beern

Custo

sdded.

d their respective buyers shall be entitled tc

(f) CONTRACTOR, EGPC an

export the Petroleum referred to in this Agreement ; DO license being

or taxes or any other im-

;equired, and shall be exempted from any duties,

posts in respect of the export of Petroleum hereunder

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

y shall each maintain &-

(@) EGPC, CONTRACTOR and Operating Compan
A.R.E. books of account,

«D* and accepted scccunting  practices

their business ofices in the in accordance with the

Accounting Procedure 1n Annex

gencrally used in the petroleum industry, and cuch other books and recorcs
-5 may be necessary to show the work performed under this Agreement.

.cludipg the amountand value of all Petrolcum produced and saves

CONTRACTOR and Operating (ompan
a United 5States Doliars.

E}:‘-l'fiUﬁdﬂT. V sha]] keep the*?:-':
nting records 1

OVERNMENT orits represe.

of Petroleum produced anc

woo0ks of account and accou

Operating Company shall furpish to the G

(ative monthly returns showing the amount
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saved horeunder. Such returns shall be prepared in the form required by

the GOVERNMEITE, ol LS repieselnalive and shall be signed by the

Gz2neral Manager or by the Dzputy General Manager or a duly designatcc

deputy, and delivefed to the GOVERNMENT or its representative within

Thirty (30) days after the end of the month covered tn the return.

(b) The aforesaid books of account and cther tocks and records referred to

above shall be available at all reasonable times for inspection by duly

authorized representatives of the GOVERNMENT.

shall submit to EGPC a Profit and Loss Statement of it_s

(¢) CONTRACTOR
the fol-

tax vear not later than Four (4) months after the ccmmmencement of

lowing tax year to show its net profit or loss from the petroleum operations

under this Agreement for such year.

CONTRACTOR shall at the same time submit a year-end 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

(/) CONTRACTOR and/or Operating Company shall prepare and, at all times

i1 force, maintain accurate and current records of 15

CONTRACTOR andjor Operatirg

while this Agreement 18

operations in the Area hereunder.

Company shall furnish the GOVERNMENT or its representative, in contoz-

mity with applicable regulations or as the GOVERNMENT or its represen-

perations

tative may reasonably require information and data concerningits o
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under this Agreement. Operating Company will perform the functions

indicated in this Article XIV in accordauce with its respective role as

specified in Article VL

(3) CONTRACTOR andfor Operating Company shall save and keep for
a reasonable period of time a representative porticn 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 manuner directed by th;]
GOVERNMENT. All samples acquired by CONTRACTOR and;or Opera-'
ting Company for its own purposes shall be considered available for inspec-

tion at any reasonable time by the GOVERNMENT or its representatives.

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

outside A.R.E., samples equivalent in size and quality shall, before such

exportation, be delivered to EGPC as representative of the GOVERNMENT.

(d) Originals of records can only be exported with the permission of EGPC

provided, however, that magnetic tapes and any other data which must be

processed or analyzed outside the A.R.E. may be experted if a monitor or 2

comparable record, 1f available, is maintained in AR.E. and provided

that such exports shall be repatriated to A R.F. immediately on the under-

standing that they belong to EGPC.

(¢) During the period CONTRACTOR is conducting the Expioration
operations, EGPC’s duly autherized representatives or employe€s shall have

the right to full and complete access to tae Area at all reasonable times witlk

the right to observe the operations being conducted and to inspect all assets

records and data kept by CONTRACTOR.

EGPC’s representative, in exercising its rights under the preceding sentence
of this paragraph (¢), shall not interfere with CONTRACTOR’s operations.
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shall provide EGPC with copies of any and all data inclu-

CONTRACTOR
geqiogical and geophysical TCpCris, logs and well

ding, but not limited to,
aiid interpretation of such data,

surveys) inforimation and other information

in CONTRACTOR’S POSSESSION.

new offers, the GOVERNMENT and/or
d basic gecphyﬂica] and
CONTRA-

For the purpose of obtaining

EGPC may show any other party uninterpreic

gzological data (such data to be not less than One J)year oid unless

eriod, which agreement <hall not be unreasonably

CTOR acrees to a shorter p
withheld) with respect to the Area.

ARTICLE XV

RESPONSIBILITY FOR DAMA GES

CONTRACTOR shall entirzly and solely be responsible in law toward third

ge caused by CONTRACTOR’s exploration operations and

parties for any dama
inst all damages for

<hall indemnify the GOVERNMENT andfor FGPC aga

which they may be held fiable on account of any such operations.

ARTICLE XVl

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Daly authorized representatives of the GOVERNMENT shall have access
sement and to the operations conducted thereon.

to tha Arza covered by this Agr
gisters and records of EGPC,

asentatives may examine the books, re

Such repr
d make a reasonable aumber of

CONTRACTOR and Operating Company an
e of enforcing this Agreement. They

surveys, drawings and tests for the purpos
machinery and

shall, for this purpose, be entitled to make reasonable use of the

instruments of CONTRACTOR or Operating Company Gn the conditior

o the operations hereunder shall arise directly Of

giver reasonable assistan
5(

that no danger of impediment i

indirectly from such use. Such representatives shall be

ce by the agents ,and{ernployees of CONTRACTOR or Operating -Company
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that none of the activities shall endanger or hinder the safety or efficiency of the
operations. CONTRACTOR or Operating Company shall offer such represén-
tatives all privileges and facilitics accorded to its Gwﬁ imployées in the field and
shall provide them, iree of charge, with the usc of reasona tle cflice space aind of
adsquately Ffurni'shéd housing while they are in the field for the purpoese of facili-
tating the objective of this'Artic_Ié. Without prejudice to Article XIV (e} any
and all information obtained by ihe GOVERNMENT or its representatives under

this Article XVI shall be kept confidential with respect to the Area.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEL

(a) 1t is the desire of EGPC and CONTRACTUR that operations hercunders

be conducted in a businesslike and efficient manner.

1. The expatriate administrative, professional and technical personnei
emploved by CONTRACTOR or Operating Ccmpany ard the person-
nel of its contractors for the conduct of the operations hereunder, shal:
be granted a residence as provided for in Law No. 83 of 1960 as amended
and Mimsterial Order No. 280 of 1981 as amended, an¢
CONTRACTOR agrees that all immigration, passpori,fvisa and

emplovment regulations of the A.R.E. shall be applicable to al' alien

emplovees of CONTRACTOR working in the A.R.E.

2. A minimum of Twenty Five (25) percent of the combined salaries apd
wages of ecach of the expatriate administrative, professional and techi-

cal personnel employed rb}; CONTRACTOR or Op?rating Compai,
shall be paid monthly in Egyptian Currency.
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(b) CONTRACTOR and Operating Company shall each select its employecs

a1nd datermine the number thereof to be used foi operating hereunder.

() CONTRACTOR shall, after consultation with EGPC, prepare and carry
out specialized tratning programs for all its A.R.E. employees engaged
in operations hereundar with respect to_applicable aspects of the petroleum
industry.  CONTRACTOR and Operating Company undertake to replace

gradually their non-executive expatriate staff by qualified nationals as they

are avatlable,

(d) During the period when CONTRACTOR is conductmg Exploration, CON-

TRACTOR shall give mutually agreed numbers of EGPC emplovees an
opportunity to attend and participate in CONTRACTOR’s and CONTRA-

CTOR’s affiliate training programs relating to exploration and -development
operations. In the event that the total cost of such programs 1§ less thai.
fifty thousand (50,000) United States Doliars in any Financial Year during
such pzriod, CONTRACTOR shall pay EGPC ths amount of the shortfall
within thirty (30) days following the end of such Finaincial Year. Howevel,
EGPC shall have the right that said amouat allocated for training to be patd

directly to EGPC for such purposes.
ARTICLE XVIIT
I,AWS AND REGULATIONS

{a) CONTRACTOR and Operating Company shall be subiect to Law No. 66
of 1953 (excluding Article 37 thereof) as amendsd by Law “No. 86 of 1956
and the reculations issued for the 1mplemr.ntat10n thoreof, including th-'*'
regulations for the safe and cflicient performance of operations carried oul
£5r the execution of this Azreement and for the conservation of the petrolenm
cesources of the AR.E. provl i ied that no regulations, modification or inter-

pr tition thereof shall b: contrary to or inconsistent with the provisions of

this Agrecment,
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(b)

{c)

(d)

(€)

(a)

EGPC CONTRACTOR and Operating Company shall be exempted from

all taxes and d.tfles m....ludmfr but not lim:ted to taxeson the cxtractmv

producing, exporting or transporting of Petroleum hereunder except as provi-

ded in Article III paragraph (g) for income taxes. CONTRACTOR shalt

also be excmpted from any tax on capital. ;

The rights and obligations of EGPC and CONTRACTOR under, and for
the effective term of this Aereement, shall be governcd by and in acordancs
with the provisions of this Agreement and can only be altered or amended

bv the mutual agreement of the said “contracting parties,

The centractors and sub-contractors o CONTRACTOR and Operating
Company shall be subject to the provisions of this Agrcement which affect
them. Insofar as all regulations which are duly 1ssucd by the GOVERMN-
MENT apply from time to time and are not in accord with the provisicns
of this Agreement, such regulations shall not app:y to the CONTRACTOR.

Operating Company and their respective contrgcto:s and sub-centracicss

as the case may be.

EGPC, CONTRACTOR, Operating Company and their respective contri-
ctors and sub-contrators shall for the purposes of this Agreement b
exempted from all professional stamp duties igxposed by syndical laws with

respect to their documents and activities hereunder.

ARTICLE XIX
RIGHT OF REQUISITION

In case of national emergency due to war or Imnuncn cxpectaticn cf war
or internal causes, the GOVERNMENT may requr:]{]cn all or part of the
productmn from the Area obtained hercunder and require Operating Com }

pany to 1ncrease such-pmductmn to the utmost possible maximum. The
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GOVERNMENT may also requisition the oil or gas field itsell and. if neccs-

sary related facilities.

(b) In any such case, such requisition shall not be effccted except after invaling
EGPC and CONTRACTOR or their representative Dy letter, with acknowle-

ement of receipt, to express their views with respect to such requisition.

(¢) The requisition of production shall be effected by Ministerial Order. Any
requisition of an oil or gas field itself, or any related facilitics shall be effected

by a Presidential Decree duly notified to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the Government shall
indemnify in full EGPC and CONTRACTOR for the period during which

the requisition is maintained, including :
1. All damages whichk resuli from such requisition ; and

2. Full repayment each month for all Petroleum extracted by the GOVER-
NMENT less the royalty share of such production.

However, any damage resulting from encmy attack is not within the mea-
ning of this paragraph (d). Payment hereunder shall be made to CONTRACTOR
in U.S. Dollars remittable abroad. The price paid to CONTRACTOR for all

Patrolzum taken shall be calculated in accordarce with Article VII poragraph

(c)e

ARTICLE XX
ASSIGNMENT

() Neither EGPC, CONTRACTOR nor CONTRACTOR MEMBER may

assign to a person, firm or corporation, in whole or in part, any of its rights,
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privileees, duties or obligations under this Agreement without the written-

consent of thel GOVERNMENT.

(b)) To enable considaration to be given to any reguest for such consent, the fol-
lowing conditions must be fulfided :
{. The obligations of ths assignor dzriving from this Agreement must have

bzen daly futfilled as of the date such request is made.

7. The instrumzat of assigam2nt must include provisions stating precisely
that assignze is bound by all covenants contained in this Agreement nd

any modifications or additions in writing that up to such time may have
been made. A draft of such insttument of assignment shall be submit-

ted to EGPC for review and approval before being formally executed.

(c) Aay assignment made pursuant to the provisions of this Article shall be free

of any transfer or related taxes. charges or fees.

(d) Aslong as the assignor shall hoid any inierest under this Agreement the as-
sigaor together with the assignee shall be jointly and severally liable for all

Juties and obligations of CONTRACTOR under this Agreement.

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL
(@ Tia:GOVERNMENT shail have the riglit td caitcel this Agreement by Ordet
or Presidential Dacree, with respect to CONTRACTOR, in the following
iastances ¢
t. Ifit knowingly has submited any false statements to the GOVERN-
MENT which were of a material consideration for the execu{ion of thss

Agreement
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2. Ifit assigns any interest hereunder contrary to the provisions of Article

XX hereof ;

3. Ifit is adjudicated bankrupt by a court of competent jurisdiction ;

4. Ifit does not comply with any fina! decision re ached as the resuit of court

proceedings conducted under Article XXIII paragraph (a) hereunder ;

S. If it intentionally extracts any mineral other than Petroleum not authe-
rised by this Agreement or without the authority ofthe GOVERNMENT,
axcept such extractions as may be unavoidable as the result of operations
conducted hereunder in accordance with accepted petroleum industry

practices and which shall be notified to the GOVERNMENT or its

representalive as soon as possitle ; and

6. Tf it commits any material breach of this Agrecment or of the Provisions

of Law No. 66 of 1953, as amended by Law No. 86 of 1956, which are

not contradicted by the provisions of this Agreement,

Quch cancellaticn shall take place withcut prejudice to any 1'ights“:u.fhich
may have accrued to the GOVERNMENT against CONTRAC-TOR in
accordance with the provisions of this Agreement, and, in the event of
~such cancellation, CONTRACTOR shall have the right to remove from

the Area all its perconzl property.

(% 1t the GOVERNMENT deems that one of the aforesaid causes (other than
2 force majeure cause referred'toin Article XXH hereof) existe to Cancel

this Agreement, the GOVERNMENI shall give CONTRACTOR Ninety
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(90) days wrtten notice perscnally served on CONTRACTOR’s General
Manager in the legaily official manner and receipt of which is acknowledged
by him or by his legal agents, to remicdy ard remove such cause ; butif for

any reascn such scrvice 1s impcessible due te unncotified “cherge ¢f address,

publication 1n the Cfficial Journal of the GOVERNMENT of such notice
shall be considered as vahdly served upon CONTRACTOR. If at the end
of the said Ninety (90) days notice Euch.cause has not been remedied and
removed, this Agreement may be cancelled ferthwith by Order or Presidential

Decree as aforesaid.

ARTICLE XXII
FORCE MAJEURE
(¢) The non-performance or delay ih perfermance by EGPC and CONTRA-
CTOR, or either of them of any ob]igat_ioﬂ under this Agreement shall be
excuscd if, and to the extent that, such non-performance or delay s caused
by force majeure. The pencd of any such non-perfermance or delay, toge-
ther with such pericd as may be necessary fer the resteraticn of any damage
done during such delay, shall be added to the time given in this Agreement
for the performance of such cbligaticn and {or the perfcrmance ¢f any
oblization dependent thereon ard, consequently, to the term of this

Agrcement, but only with respect to the block or blocks affected.

(p) “Force Majeure”, within the meampg of this Article XXI1I, shall be any order,
regulation or direction of the GOVERNMENT of the ARAB REPUBLIC
OF EGYPT, or the government of The Netherlands, with respect to
CONTRACTOR, whether promulgated in the form of a law or otherwise

or any act of God. insurrection, riot. war, strike, and other labor disturbance
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fires, floods or any cause not due to the fault or negligence of EGPC or
CONTRACTOR or eithzr of tham, whather or not similar to the foregoing,

provided that any such caus2 s bayond the reasonable control of EGPC and

CONTRACTOR, or cither of them.

(c) ;Without pre‘udice tothz avove aad exceptas maybe otherwise provided
herein.the: GOVERNMENT shall incur no responsibihity whatsoever to EGPC

and CONTRATCTOR, or eith:r of thzm for any damages, restrictions of

loss arising in c)asequznce of such fease of force majeure except a force

ma‘eure caused by the ordar,regulations or direction of the GOVERNM- :

ENT of the ARAB REPUBLIC OF EGYPT.

(d) If the force majeure event occurs during thz iaitial exploration period or any

extension thereofand continues in effect for a peiiod of Six (6) months

CONTRACTOR shall have the option upon Ninety (90) days prior written

noticeto EGPO to terminate its obligations hereunder without farther liability

of any kind.

ARTICLE XIII

DISPUTES AND ARBITRATION

(a) Any dispute, controversyor claim a-131a3 dut of or rzlating to this Agreemaent
or the breach, serminatios or invalidity thereof, between the GOVERNMENT
and the partizs shill bz referred to ths ju-isdiction of the appropriatc A.R.E.

Courts and shall be finally settled by such Courts.

(b) Any dispate, controversy or clatm aristaz oui of or relating to this Azreement
or the braash, termination or invalidity thareof, betwzen CONTRACTOR and
'EGPCsaall b2 scttied by arbitration inaccordance with the Arbitration Rules

J.

ofthe Regional Centre for Commercial Arbitration-Cziro (the Centre) 1n
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effect onthe date of this Agreement. The awardofthe arbitrators shall be

final and binding on the parties.
(¢) The number of the arbitrators shall be Three (3).

(d) Each narty shall appoint one arbitrater. 1, within Thirty (30) days aiter

receipt of the claimant’s notification of the appuintmcm'ofan arbitrator
the respondent has not  notified the claimant tn writmg of the name of the
arbitrator he appoints, the claimant may request the Centre 1o appoint the

second arbitrator.

(e) The two arbitrators thus appointed shall chcose the third arbitrater who will
act as the presiding arbitrator of the tribunal. I within Thirty (30) duys after
the appointment of the second arbitrator, the two arbitrators have not agﬁc—d
upon the choice of the presiding arbitrator, then either party may request the
Secrcta'ryu Géneral of the Permanent Court of Arbitration at The Hague to
designate the appointing authority. Such appointing authority shall appoiat
the presiding arbitrator inthe same way as asele arbitrator wo uld be appointed
under Article 6.3 of the UNCITRAL Arbitration Rules. Such presiding
arbitrator shall be a person of a nationality other than A.R.E., The Nether-
lands or Austria and of a country which has diplomatic relations with
A.R.E., The Netherlands and Austria and who shall have no economic inte-

rest in the oil business of the signatories hereto.

(f) Unless otherwise agreed by the partiesto the arbitration, the arbitration includ-

ing the making of the award, shait take place in Cairo, A.R.E.
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(g) The Egyptian Law shall apply to the dispute except that in the event of any
condict batweenthe Egyptian Laws and this Agreement (including the arbittra-

ion provision), the provisions of this Agreement shall govern.

(k) If for whatever reason arbitration in accordance with the above procedure
cannot takz place, then the parties agree that all disputes, controversies cr
claims arising out of or relating to this Agreement or the breach,termination or

invalidity thereof shall be settled by arbitration in acordance with the UNCIT-
RAL rules.

ARTICLE XXIV
STATUS OF PARTIES

{a)The rights, duties, obligations and liabilities in respect of EGPC and CONTRA-
CTOR hereunder shall be several and not jeint or collective, it being understood
that this Agreement shall not be construed as constituting an association or

corporation or partnership.

{6} CONTRACTOR MEMBERS shall be subject to the laws of the place where
they are incorporated regarding their legal status or creaticn, creanisation,
charter and by-laws, sharcholding, and ownership. CONTRACTOR’s
shares of capital which areentirely held abroad shall not be negotiable in the
A.R.E. andshall not be offered for public subscription nor shall they be
subject to the stamp tax on capital shares nor any tax or duty in the A.R.E.

CONTRACTOR shall be exempted form the application of Law No 159 of
1981 as amended.

{e¢) All parties comprising CONTRACTOR shall be jointly and severally liable
for the performance of the obligations of CONTRACTOR under thls

Agreement,
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ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY - MANUFACTURED MATERIALS

CONTRACTOR or Ope_rating Company, as the case may be, and their

coantractors shall :

(a) Give priority to local contractors and sub-contractors includmmg EGPC’s
Affiliated Companies as long as their performance 1scompatible with interna-
tional performance and prices of their services are not higher than the prices

of oth2t contractors and sub-contractors by more than ten (10) percent.

(b ) Give preference to locally manuefactured material, equipment, machinery and
consumables so long as their quality and time of delivery are c;:}mparab!f: to
internationally available materials, equipment., machinery and consumables.
However, such material, equipment, maéhinery and consumbles may be impor-
ted for operations conducted hereunder if the local price of such items at
CONTRACTOR s or Operat‘ing Compan}"s operating base in A.R.E. 15 more
than Ten (10) percent higher than the prices of such imported items before

custom datizs, bat after transportation and insurance costs have been added.

ARTICLE XXVi

ARABIC TEXT

The Arabic version of this Agreement shall, before the Courts of A.R.E. be
referred to 1n construing or iﬁterpri:ting this Agreement, provided however, thaim
anv arbitration pursuantto Article XXI1II hereabove between EGPC and CONTRA-

CTOR the Eﬁé[ish and Arabic versions shall be referred to as having equal force

in construing br interpreting the Agreemeht-
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ARTICLE XXVII

SHARING OF PERSONNEL

{a) The parties hereto agree that the Bedr Petrclevm Compeny (“Bapewco™) is
hereby designated, subjectto Bapetco Sharcholders appreval and for so longas
they agree, to act as sub-contractor of CONTRACTOR or the Operating
Company under this Agreementto carry out develcpment cr exploraticnopera-
tions, or other activities assigned to Bapetco, required by and 1n accordance
with the provisions of this Agreement. Any such operations performed by
Bapetco and expenditures required therefor shall be recoverable under this
Concession Agreement, Qvetheadandothercharges and payroll of personnel
engaged in activity for more than one concession agreement shall te allccated
on the basis of periodic time studies or upon such other basis cr bases as {EGPC

and the concerned party or parties may agree.

Bapetco shall be entitled to the excopticns refarred te in Article X1 (a)and
Article XVIII (b) hereof in respect of its oreraticns cn tehalf of CONT-

RACTOR or the Operating Ccepany under this Cercessicn Agrecment,

b

(b) Nothingin this Agreement shall be ccnstived as cnetitutirg anyrelationship
to any Concessicn Agreement heretcfcre entercd intc ty the parties hereto
or one cf the parties hereto, ard cach of such Agreenerts ¢hel] be treated
scparately and independentlyin all respects, inchuding tut pet limited toroya-
Ities, taxes and[the computation of the net profits of EGPC and CON-

TRACTOR respectively,
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(¢) EGPC and CONTRACTOR shall use thelr best efforts to the effect that the
officers, directors, other personnel and offices of the Operating Company shall,
asfar asreasonably possible, be the same as those of Bapetce, beingunderstecd
that the parties comprising CONTRACTOR under this Agreement shall be

represented on the Board of Directors of the Operating Company under this

Agreement,

ARTICLE XXYVIil
GENERAL
The headings or titles to each of the Articles to this Agreement are solely for
the convenience of the parties hereto and shall not be used with respect to the

inierpretation or construction of said Articles.

ARTICLE XXIX
APPROVYAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto unless and
uniil alaw is issued by the competent authorities cfthe A.R.E. authorising the
Minister of Petroleum and Mineral Resources to sign said Agrecment and giving
this Agreement full force and effect of law notwithstandmg any countervaihing

governmental enactment, and the Agreement 1s signcd by the GOVERNMENT,
BEGPC, and Contraclor. _

ARAB REPUBLIC OF EGYPT

BY e e e e e e e
GYPTIAN GENERAL PETROLEUM CORPORATION
BY © - e e e

SHELL
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ANNEX €AY

CONCESSION AGREEMENT

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
SHELL WINNING N.Y.
AND
SHELL AUSTRIA AKTIENGESELLSCHAFT.
N THE OBAIYED ONSHORE AREA (W.D. BLOCK HI)
OF THE WESTERN DESERT
OF THE ARAB REPURBLIC OF EGYPT
BOUNDARY DESCRIPTION OF CONCESSION AREA

Annex “B’’ is a nrovisional illustrative map on scale 1 : 500, 000 including

the Area covered and affzcted by this Agreement.
This Arca m:asures approximately 4274.627 square kidometres.

Itisto be noted that the d :linzation lines shown in Aanex “B’ are intended to
be on_]jillustrative and provisional and d> n>t show accarately their position 1p

relation to zxistiny monrumants and geographical features.

For the purpose of this Azrzem:at “Coast Lin2"’ shall m:an the intersection

of iz highezst asttonomical tide water level with the land.

The boundary description, defined on the Fgyptian geodetic system (as descris

bed below), 15 given'ifl the following table, which forms an integral part of this

Annex A",
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Froim Point 1
At the intersection of 27° 06, Meridian with the coastline, South along the

“eridian to

Point 2
Latitude 31° 00’ North
Longitude 27 C6’ East

Then west along the parailet to

Pont 3
[.atitude 31° 00" North
Longitude 27° 00’ East

Then South along the Me nidian io

Point 4-
Latitude 30° 54’ North
Longitude 27° 00° East

Then west along the paralle] to

Paint 5
Latitude 30° 54 North
Lon git_ude o 26° 36’ Eust

Then North along the Meridian to

Paint 6
Latitude 31° 00 North
Longitude 26° 367 Fast

Then west alohg the parallel to

Point 7
Latitude - 31° 00" Nort}
Longitude - 26° 24° East

Then west along the Meridian to
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Point 8
Latitude 31° 06° . North
Longitude 26° 24’ East

Then west along the parallel to

Point 9
Latitude 31° 06’ North
Longitude 26° 18° East

Then North along the Meridian to

“Point 10

At the intersection of Mendian 26° 18> with the coastline then

East along the coastline to point 1.

The Egyptian Geodetic System

Projection Name :  Purple Belt.
Latitude of Origin : 30° 00° 00~
Longitude of Origin : 27° 00 007

. False Northing : 200 000 m

. False Easting : 700 000 m

" Scale Factor on CM : 1000000

| Spheroid Name * Helmert

. Semi Major” Axis : 6378200 m

Inverse Flattening . 298300000

Datum Name : Egyptian
Geocentric x-offset + —121 .800 m
Geocentric y-offset ; 98.100 m

G eocentric z-coffset : ——15-200 m
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"ANNEX “C”
CHARTER OF OPERATING COMPANY

ARTICLE 1

A joint stock compaﬁy having the naticnality of the ARAB REPUBLIC OF
EGYPT shall be formed with the authorizetion ofthe GOVERNMENT 1n accord-

ance with the provisions of this Agreement reforicd to belcw and of this charter,

_The Company shall be subject to all laws and regulations in force in the A.R.E.

~ tothe extent that such laws and regulaticns are netince nsistent with the provisions

* of this Charter éndAgreemcnt referrcd to below.

ARTICLE H
The name of the Company shall be mutwvally agreed upon between EGPC
and CONTRACTOR on the date of the Commercial Discovery and shall be

subject to the approval of the Minister of Petrelevm ard Mincral Rescurces.

ARTICLE 111
The Head Office of Operating Company shall be in A.R.E. in Cairo.

ARTICLEg ]V
The object of Operating Ccmpany i1sto &ct as thc egercythrcugh which EGFC
and CONTRACTOR carry out and con duct the Deveicy ment Cperatic ns required
in accordance with 111;: provisions of the Agrecment signecd Cnihe «oeeennn, day
) S by and betwcen the ARAB REPUBLIC OF EGYPT,
THE EGYPTIAN GENERAL PETROI EUM CORPORATION and CONTRAC-

TOR cov.ering petroleum operations in the OBAIYFED Onshcre Arca descrited

therein.

Operating Company shall be the agencey te carry oul ard corduct ¢ xploraticn
operations after the date of Commerctal Discovery pursuant to Weork Progranis

and Budgets approved in accordance with the Agrecment,
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Operating Company shall keep account of all costs, expenses and expenditures

fer such operations under the terms of the Agreement and Annex “D”" thereto.

Operating Company shall not engage in any business or undertake any activ-

ity beyond the performance of said operations unless ctherwise agreed upon by

EGPC and CONTRACTOR.

ARTICLE V
The authorised capital of Operating Company is Twenty Thousand Pounds
Egyptian (LE 20, 000) divided into Five Ihc-u&and (5000) shares of common stock

with a value of Four Pounds Egyptian (LE 4) per share having equel voting rights,

fully paid up and non-assessable.

EGPC 2nd CONTRACTOR shalt each pay for, hold and own, throughout the
life of Operating Company referred to above, One Half (1/2) of the cagital stcck of
| Operating Company provided that only in the event that either party should trans-

fer or assign the whole or any percentage of 1ts ownership interest in the entirety
of the Agreement, may such transfernng or assigning party transfer or assign any
of the capital stock of Operating Company and, in that event, such transferring or
‘assigning party (and its successors and assigns) must transfer and assign a stock
interest in Operating Company equal to the transferred or assigned whole or per-

centage of its ownership interest in the entirety of the said Agreement.

ARTICLE VI
Operating Company shall notown any right, title, interest or estate i1: o under
the Agreement or any development lease created thereunder or in any of the
Petroleum produced from any Exploration Block .or Development Lease ares
thereunder or in any of the assets, equipment or other property obtained or used

in connectio:: therewith, and shall not be obligated as a principle for the financing
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or performance of any of the duties or obligations of either EGPC or CONTRA-

CTOR under the Agreement. Operating Company shall not make any profit form

any source whatscever.

ARTICLE V11

Operaiing Company <hall be no more thanan agent {for EGPC aund CONTRA-

CTOR. Whenever it is indicated herein that Operatmﬂ Company shall decide,

e like, it is understood thai such decision of

C, CONTRACTOR,

take action or make a proposal and th

judgement is the result of the decision or judgement of EGP

or EGPC and CONTRACTOR, as may be required by the Agreement.

ARTICLE Vil

Operating Company sball have a Roard of Directors consisting of Eight (8)

membeis, Four 4) of whom shall be designated by EGPC and the other Eour

(4) by CONTRACTOR The Chairman shall be designated by EGPC and

shall Eila{} be a Managing Director. CONTRACTOR shall designate the General

Manager who shall also be a Managing Director.

ARTICLE 11X

\Ieetmga of the Boara of Directors shall be valid if a majority of the Directors

are present and any decision taken at such meetinzs must have the affirmative vote

of Five (5) or more of the Directots, nrovided, however, that any Director may be ;

represented and vote Ly proxy held by anoiher Dhector.

ARTICLE X

General Meetings of the Shareho: 1der shall be valid il a major iy of the capital -

stock: of Operating Cempeny ;s representcd thereat. Any decisicns taken at

such meetings must have the Jffirmative vote of Sharehoiders owning oOr

representing a majority of the capital stock.
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ARTICLE Xi

The Board of Directors shall approve the regulations covering the terms and
conditions of employment of the personnel of Operating Ccmpany employed

direct}y by Operating Company and not assigned thereto by CONTRACTOR and

EGPC.

The Board shall, induecourse, draw upthe By-Laws of Operating Company
and such By-Laws s hall be effective upon being approved by a Grneral Mt‘.t[mg

of the Shareholders, in accmd:gnce with the pmvisians of Article X hereof.

ARTICLE XU
Operating Company shall come into existence within Thirty (30) days attet
tﬁc date of Commercial Oil Discovery or within thirty (30) days after signature ofa
" Gas Sales Agreement or commencement of a scheme to dispose of Gas as pfovi&ﬁd

forin the Agreement (unless otherwise agreed).

The duration ol Operating Company shall be fora period equal to the duraticn

of the said Agreement, including any 1enewal thereotf.

Operating Company shalil be wound up if the agreemend referred to above 18

terminated for any reason as provided for therein.

EGYPTIAN GENERAL PETROLEUM CORPORATION

F
. "
B \ ..............
L

2HELL
BY ¢ =+« « « « « « - e e e e



D ol - (1)

\.i__.b Lfk' r‘JJ\ﬂ ubl O.a U‘_g\_ﬂ .:.::L_ll “":'_J‘JJ‘ ""Lﬂ"’.,fj] a -
L3l \.&Lu ulm\“ Cf}hsuo\ ._)l Ju: ¢ "A-Il‘ SIs L L,-_gJu; u___#\p__“ fu"'"
Celge s dad.u Rv-9 r| Y|

A ) BN 1}\55‘\” bA_B oy i.i,l_)l';bhﬂ ‘Eé_y'a Jalall ("Gi —

o) R I Tl LISV e Dol B3Lud 5 Sl A5 8 20
Bl 5,1 B ooy hondl Lty bl T80 oy O 814 o ot
o3 e atele ) Ll Bl ey Sl Obbem LT 41N
I Jslally agll 1618 wa Slkeall LA o5 2l s ¥

Eondls Al blaz bl 4 4a5 4 CJJ K Glg o bew (Vo) 2o aws
CJ_,U us'-_JU 44“]1 ..__lua.u -Lpl:-;]\ astall g d.._..\l\ > s-alk 13\5' 4.3 u“.c.,
J_,_SL)TJU: ¢ l.g,.fa‘}f‘laﬁj:u.lpt}}-\: c)Lo &.--Jj-d h—-‘*““}f[*“}-'l‘) S—\“ ‘L..-d
+J‘~:~4.¢s .}J.: Lj I i.ﬁl.w“ _,fE: a3 _\.“_g "-L..:.-\l' .3_3.:5.”_3 L C.-,{ U!"" .‘hl_,n

. C’l-l?!_',ﬂj ) SR A | ()

;sz-u.‘ l.::'é_g ;‘:,.::-_;Jl .L‘L.ﬂ L.;FS L;.,A (5J4L.a.r C.J_) c_i___..;f -(.}{J'_‘:"': — \',
el p g 3T () T m Aflg By oy Ll YT AY) ()



V1

A B i V2 2 (@F) TV 20—t B )

ANNEX *D”
ACCOUNTING PROCEDURE

ARTICLE 1

GENERAL PROVISIONS

(a) Definitions
The definitions contained in Article I of the Concession Agreement shall apply

to this Accounting Procedure and have the same meaning save that the term

Agreement means the Concession Agreement of which this - Annex is-a part.

(b) Statements of Activity

(1) CONTRACTOR shall pursuant to Article IV of this Agreement, and

until the cominginto existehce of the Operating Company accordance
with Article VI 6fthe Agreement, render to EGPC-within Thirty (30):.
days of the end of each Calendar Quarter a Statement of Exploration
Activity reflecting all charges and credits related to the Exploration
operations for that Quarter summarized by approprate classifications

indicative of the nature thereof.

Following its coming into existence, Operating Company shall render to

"EGPC and CONTRACTOR within Fifteen’ (15) days of the end of each

Calendar Quarter.a Statement of Development and Exploration Activity

reflecting all charges and credits related to the Development and Explora-

tion operations for that Quarter summanzed by appropriate classifica-

tions indicative of the nature thereof except that items of controliable

material and unusual charges and credits shall be detailed.

(c) Adjustments-and ‘Audits
(1) :Each-Quarterly Statement of Exploration- Activity pursuant to paragraph

(b) (1) above, shall conclusively be presumed to be true and correct after

'Three (3) months followingthe receipt of each Statement by EGPC unless
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within the said Three (3) months EGPC takes written exception thereto
pursuant to Article IV f) of the Agreement. During the said Three 13)

month period supporting documents will be available for mspectlon by
EGPC during all working hours. CONTRACTOR will have the same
audit rights on Operating Company Statements as EGPC under this sub-

paragraph.

(2) All Statements of Development and Exploration Activity tor any Calendar
Quarter pursuant to paragraph (b) (2) above, shall conclusively be presu-
med to be true and correct Twelve (12) months following the end of such
Calendar Quarter, unless within the said Twelve (12) month pericd EGPC
or CONTRACTOR takes written exception thereto. Pendingexpiration
of said Twelve (12) months EGPC or CONTRACTOR or both of them
shall have the right to audit Operating Company accounts, records and
supporting documents for such Quarter in the same manner as provided

in Article TV (f) of the Agreement.

(d) Currency Exchange

CONTRACTOR’s books for Exploration and Operating Company’s books
for Development and Exploration, if any, shall be kept in the A.R.E. in U.S.

Dollars. All U.S. Dollar expenditures shall be charged in the amount expend-
ed. AllEgyptian Pounds expenditures shall be transiatedto U.S. Dollars
at the official buying 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. Dollar expenditures shall be transiated to U.S. Dollars at the
buying rate of exchange for such currency as gquoted by National Westminster
Bank Limited, London, at 10.30 a.m. G.M.T., on the first day of the month
in which expenditures are recorded. Arecord shall be kept of the exchange

rates used in translating Egyptian Pounds or other ncn-U.S. Dollar

expenditures to U.S. Dollars,
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(¢) Precederice of Documents
Tn the event of any inconsistency or conflict between the provisions of this.
Accounting Procedure and the provisions of the Agreement treating the same

subject differently, then the provisions of the Agreement shall prevail.

({) Revision of Accounting Procedure
By mutual agreement between EGPC and CONTRACTOR, this Accounting

Procedure may be revised from time to fime in the light of future arrangements,

(a) No Charge for Interest on Investment

Interest on Investment or any bank fees, charges or commissions relatedto any

bank guarantees shall not, at any time, be charged as recoverable cost under

the Agreement.

ARTICLE U

COSTS. EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone bear

and , directly or through Operating Company, pay the following costs and expenses-
which costs and expenses shall be classified and be allocated to the activitiesaccord-

ingto sound and generally accepted accountin'gprinciples andtreated andrecovered

i accordance with Article VII of the Agreement :

fa) Surface Rights

All direct cost attributable to the acquisition, renewal cF relingquishment

of surface rights acquired and maintained- m force for the Area,
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{b) Labour and Related Costs

(1) Salaries and Wages of CONTRACTOR’s or Operating Company's
emdloyees, as the case may be, directly engaged in the vaiious activities

under the Aerecment including salarics and wages paid 10 ecolcgists and

other employees who are temporarily assigned to and em ployed in such

activities. Such salaries and wages shall be certified by a certificd pubtic

accounting firm,

Reasonable revisions of such salaries and wages shall be effected to take
into account changes in CONTRACTOR’s policies and amendments
of Laws applicable to salaries. For the purpose of this paragraph (b},
and paragraph (c), salaries and wages shall meanthe assessable amounts
for AR.E. Tncome Taxes, incluiing the salaries during the vacations
and sick leaves, but excluding all the amounts of the other ttems

covered by the percentage fixed under (2) below.

2) For expatriate employees permanently assigned to Egypt °

. All allowances applicable to salaries and wages ;|

2. (ost of established plans ; and

3. All travel and reiocation éosts 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 time of separation, or as a result
of transfer from one location to another and for vacation
(transportation costs for employees and their familics transferring

“om A.R.E. to another location other than their country of origin

shall not be charged to A.R.E. Operatiens).

Costs under this sub-paragraph 2. B shall be equal to seventy (70)
percent for expatriates in Egypt on a married basis and fifty [seven (57)
percent for those on a bachelor basis. These perccniages refer to

basic salaries and wages paid for such expatriate personncl including
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those paid during vacations and sick leaves as established in CONT-

RACTOR'’s international policies, chargeable under paragraph (i) and
sub-paragraphs K (1) and K (3) of this Article IT.

However, salaries and wages during vacations, sick leaves and disability
are covered by the foregoing percentage. The percentage outlined
above shall be deemed to reflect CONTRACTOR’s actual costs as of
the Eftective Date with regard to the following benefits, allowances and
costs -

1. Housing and Utilities Allowances.

2. Commoditiecs and Services Allowance. .

3. Special Rental Allowance.

4. Vacation Tranépnrtation Aﬂowance.

5. Vacation Travel Expense Allowance.

6. Vacation Excess Baggage Allowance.

7. Education Allowances (Children of Expatriate Employees).

8. Hypothetical Tax Offset (which resultsin a reduction of the charge-
able percentage).

9. Storage of Personal Effects.

10. Housing Refurbishment ExPeﬁses.
11. Property Management Service Fees.
12. Recreation Allowance.

13. Retirement Plan,

14. Group Life Insurance.
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15. Group Medical Insurance.
16. Sickness and Disability.

17. Vacation Plans Paid {excluding Allowable Vacation Travel Expen-
ses).

18- Savings Plan.

19. Educational Assistance.
20- Military Service Allowance.
21. FILCA.

22- Workmen’s Compensation.
23. Unemployment Insurance.

24. Personnel Transfer Expense.

25 Any other Costs, Allowances and Benefits of a like naturc as esta-
blished in CONTRACTOR’s International Policies.

26. National Insurance,
The percentage outlined above shall be reviewed at intervals of Three
(3) years [rom the Effective Date and at such time CONTRACTOR and
EGPC will agree on new percentages to be used under this paragraph.
Revisions of the percentages will take into consideration variancesin
costs and changes in CONTRACTOR's international policies which

change or exclude any of the above allowances and benefits.

The revised poreentages will reflect as nearly as possible CONTRAC-

TOR’s actual costs of all its established allowances and benefits and of

personnel transfers.
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(3) For expatriate exﬁployecs temporarily assigned to Egypt all allowances,
costs of establisehd plans and all travel relocation costs for such
¢Xpatriates as paid in accordance with CONTRACTOR s international

policies. Such costs shall not include any administrative over-

head other than what is mentioned in Article II sub-paragraph (b) (2).

{4) Costs of expenditure or contributions made pursuant to law
or assessment imposed by governmental authority which are applicable
to labour cost of salaries and wages as provided uader sub-paragraph

(b) (1) and (b) (2), _parégraph (1) and sub-paragraphs. (K) (1) an'd1 (K)
(3) of this Article II.

{c) Benefits, Allowances aad Related Costs of National Employees

Bonuses, overtime, customary a!lowan;es and benefits on a basis similar to
that prevaillng for Oil Companies operating in A.R.E., all as bhargeable un-
der sub-paragraph (b) (1), paragraph (1) and sab-praagraphs (K) (1)and
(K) (3) of this Article IL Szv:rancé pay will be charged at a fixed rate ap-
plied to payrolls which will equal an amount equivalent to the maximum

liability of severance payment as required under the AR.E. Labour Law.
{d) Material

Material, equipment and supplies purchased or furnished as such by CON-
TRACTOR or Operating Company.

(1) Purchases

Material, equipment and supplies purchased shall be at price paid by
CONTRACTOR or Operating Company plus any related Cost and

after deduction of all ﬂjscounts actually received.
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(2) Material Furnished by CONTRACTOR.

Material required for operations shall be purchased directly whenever
practicable, except that CONTRACTOR may -urnish such matcral
from CONTRACTOR’s or CONTRACTOR’s affiliates stocks under

the following conditions

1. New Material (Condition A’}

New material transferred frcm CONTRACTORs or its Affiliates
warehouse or other properties shall be period at cost, provided that
the cost of materia! supplied is no higher than intern?tiona] prices
for material of similar quality supphed on similar terms, prevalling

v

at the time such material was supplied.

{2
.

Used Material (Conditions “B” and ¢C”)

a. Material which is in sound and serviceable condition and is
spitable tor re-use without reconditioning shall be classed as
Condition “B™* and priced at Seventy - Five (75) percent of

the price of new matenal.

'b. Material wbich  cannct be classified as Ccrditicn “B’” but
which is serviceable for original function but substantially not
suitable for reconditioning, shall be classed as Condition “C”

and priced at Fifty (50) percent of the price of new material.

c. Material which cannot be classified as Condition “B” or Con-

dition “C’’ shall be priced at a value commensurate with its

1scC.

d. Tanks, buildings and other equipment involving erection costs

shall be charged at applicable percentage of knocked-down

new price.
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(3) Warranty of Materia.s Fumished by CONTRACTOR
CONTRACTOR does not warrant 1he matenal furmshed beynnd

~ the dealer’s or manufacturer S guaram} and in case cf defective mate-
rial, credit shall pot be fecordcd until adjustment has been reccived by

CONTRACTOR from manufacturers or their agents.

(¢) . Transportation and Employees Relocation Costs

{1) Tran3portation of equipment, materials and supplies necessary fcr the

conduct of CONTRACTOR’s or Operating Company’s activities.

(2) *Businiess Travel and Trapsportaticn expenses to the extent covered by
establlshed policies of CONTRACTOR or with regard to Expatnate:s
and Natmnals as incurred and pald by, or for, employees in the con-

duct of CONTRACTOR’S or Operatmg Company s business.

(3) Employees transportation and relocation costs for Natlonallemgloyees

to the extent covered by established policies.

() Services
(1) Outside services : The costs of contraéts fof consultants, services and

utilities procured from third parties.

(2) . Cost of services performed by FGPC or by CONTRACTOR or their
Affiliated Companies in famhhes inside or cutside the A. R E. including

regular recurring, routlne serv]ees such as mterpretlrg magnetlc tapes

band/’or other analyses, shall be perfmmed and eharged by EGPC ‘and/os
CONTRACTOR or their Affiliated Companies at an apreed contractec
price. »Major projects involving engineering and design services shall

be performed by EGPC and/or. CONTRACTOR .of their Affiliatec

Companies at a negotiated contract amount.
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(7)

—-_—-—-__———_—_—_——_—‘—_—--_—_—_——
(3) Use of EGPC’s, CONTRACTOR’s or their Affihated Ccmpanies’ whol-
ly owned equipment shall be charged at a rental rate commensurate
with the cost of ownership and operaticn, but not in excess of cbmpﬂi-

tive rates currently prevailing in the A.R.E.

(4) CONTRACTOR’s and its Affiliated Companies’ rates shall not include

any administrative or overhead costs other than what is mentioned

.1 Article 11 sub-paragraph (K) (2) hereof.

Damages and Losses

All costs or expenses, necessary to replace or repair damages oOr losses incur-
red by fire, flood, storm, thett, accident or any other cause not controllable
by CONTRACTOR or Operating Company through the exercise of rcasona-
ble diligence. CONTRACTOR or Operating Company shall furnish EGPC
.nd CONTRACTOR written notice of damages or losses insurred 1n €XCEsS
of Ten Thousand U;S. Dollars (U.S. 10,000) per occurrence, as SOOn as

practicable after report of the same has been received by CONTRACTOR

or Qperating Company.

Tasurance and Claims

The cost of any public liability, property damage and other insurance againsi
iabilities of CONTRACTOR, Operating Company andj/or ihe partics or any
of them to their employees and/or outsiders as may be required by the aws,
rules and regulations of the GOVERNMENT or as the parties may agree
up-on. The proceeds of any such insurance ofr claim cqllccted, less the actual

cost of making a claim, shall be credited against operations.
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If no insurance is carried for a particular risk, in accordance with gcod

- Interpational oil field practices, all related actual expenditures incurred and

paid by CONTRACTOR or Operating Company in settlement of any and
all losses, claims, camages, judgements and any other expenses, including

legal services.

Jndirect Expenses
Camp overhead and facilities such as shore base, warehouses, water systcms,
road systems, salaries and expenses of field supervisory personnel, field clerks,

assistants, and other general employees indirectly serving the Area.

(/) All costs and expenses of litigation, or legal services otheiwise necessary or

k)

expedient for the protection of the Area, including attorney’s fees and expen-
ses as hereinafter provided, together with all judgements obtained against
the parties or any of them on account of the operations under the Agreement,
and actual expenses incurred by any party or parties hereto in securing evi-
dence for t{he purpose of defending against any action or claim prosecuted or
urged wagaiust the operations or the subject matter of the Agreement, In
the event actions or claims affecting the interests hereunder shall be
hanled by the lega] staff of one or more of the parties hereto, a charge com-
mensurate with cost of providing and furnishing such services may be

made to operations.

Adminisirative Overhead and General Expenses
(1) _While CONTRACTOR is conducting Exploration activities, cost of
staffing and mamtammg CONTRACTOR s head office in the A.R.E.

and/or other oﬂices estabhshed in the A. R E. as appmprlate other than
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(2)

field offizes which will be charged as provided 1 Article I1, paragraph

(i) above, and eXcepting salaries of employees of CONTRACTOR

who are temporarily assigned to and directly serving on the Arca, which

will be charged as provided . Article 11, paragrah (b} above.

CONTRACTOR’S administrative overhead outside the AR.E. appit-

cable to the A.R.E. Exploration operation which will be charged each

month at the rate of Five (3) percent of total Exploration Expendi-

tures while CONTRACTOR is conducting Exploration activities,

Administrative overhead outside A.R.E. will not be charged whule

QOperating Company :s conducting Exploration activities. INo other

direct cbarges as such for CONTRACTOR's administrati‘ve overhead

outside A.R.E. will be applied against the Exploration obligation.

Examples of the type of costs CONTRACTOR is incurring and

charging hereunder due to activities under the Agreement and covered

by said percentage are .

1. Executive-Time of execulive officers.

». Treasury-Financial and exchange problems.

3. Purchasing-Procuring materials, ﬂ_quipmﬁnt and supphes.

4. Exploration and Production-Directing, advising and controliing

the entire project.

5. Other departments such as legal, comptrollers and enginee-

ring which contribute time, knowledge and experience to the opera-

tions.
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The foregoing does not preclude.charging for direct service under sub-

paragraph (f) (2) of this Article I1.

(3) While Opérati'n“g Cﬁﬁfpai]ir' is conducting activities, Operating Com-

- pany’s. personnel engaged in general clerical and office work;
- supervisors and cfficers whose time is generally spent in'the main office
and not the field, and all employe‘es geﬁeraily conidered as general and
administrative and not charged to other types of expense will be charged
to operations. Such expenses éhall be allocated each' month’ between

Exploration and Development operations according to ‘sound angd

practicable accounting methods.

(1) Taxes

All taxes, duties or levies paid in the A.R.E. by CONTRACTOR or [Opera-

ting Company with respect to’ this Agrécment other than these covered by

'paragraph (g) of AI’tiClE III of the Agreement

(m) Continning CONTRACTOR Costs

Costs of CONTRACTOR activities rcquirfd ur.der the Agreement and incur-"
red excluﬂwely in the A R.E. after Operatm g Cc mpany is formed. No sales

efonses incurred cutmde rr mmde the A R E IIn}’ te rccmfrfd asa “cost.

Other Expenditures

Any costs, 6XpENsSES €T expcrditures, other than these which are covered and

‘dealt with by the foregoing provisions of this Artic]e 11, incurred by CON-

TRACTOR or Operating Company under approved Werk Programs and a

RBudget.
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ARTICLE 11l

INVENTORIES

(2} Periodic Javentories, Notice and Representation

At reasonable intervals as agre ¢d uren bty EGPC snd CONTRACTOR

inventories shali be taken by Operating Company of the cperaticns malc rials
which shall include all such material. physical assets and construction

projects. Written notice of intention to take mventery shall be givcn by
Operating Company to EGPC and CONTRACTOR at Jeast Thirty (30) days

before any inventory is to begin so that EGPC and CONTRACTOR may

be represented when any imventory s taken. Failure of EGPC andfor

CONTRACTOR to be represented at an inventory shall bind them to accept

the inventory taken by Operating Company, who shall in that ¢vent

furnish the party not represented with a copy thereot.

() Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRACTOR and EGPC.

and a list of overages and shortages shall be jointly detcrmircd by Craatrg

Company and CONTRACTOR and EGPC, and the inventory adjusted by

Operating Company.

ARTICLE 1V

COST RECOVERY

{a¢) Statements of Recovery of Costs and of Cost Recovery Petroleum

CONTRACTOR shall, pursuant to Article VIT of this Agreement, rendei

to EGPC as p romptly as practicable tut nci tater then Fiftcen (13) days after

receipt from Operating Company of the Statements fer Develcyme nt and

Exploration Activity for the Calendar Quarter a StatcIme nt for that Quarter

showing

(1) Recoverable costs carried forward frcm the previous Quarter, if any.
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(2) Recoverable costs incurred and paid during the Quarter.

(3) Total recoverable costs for the Quarter (1) 4+ (2)

(4) Value of Cost Recovery Petroleum taken and sep:—irat‘ely' dispcsed of
by CONTRACTOR -for the Quarter.

 (5) Amount of costs recovered for the Quarter.
(6) Amount of recoverable costs carried into the succeeding Quarter, if any. ™

(7) Excess, if any, of the value:of Cost Recovery Petroleum taken and sepa-
rately disposed of by CONTRACTOR over Costs recovered for the
Quarter.

(b) Payments

Yf such Statement shows an amount due to EGPC, paymcnt of that amcunt
‘shall be made in U.S. Dollars by CONTRACTOR with the reﬁdition of such
Statement. If CONTRACTOR fails to make any such pa_yment‘ to EGPC
on the date when such payment is due, then CONTRACTOR shall pay ad
aterest of Two and Half (2.5) per anpum higher than {the London Inter-
bank Borrowing Offered Rate (LIBOR) for three (3) months U.S. Dollar
deposits prevnh  jnailie date such interest is calculated. Svchintercst pay-

ment shall not be recoverable.

=

{c) Seitlement of Excess Cost Crude Qil

EGPC has the right to take its entitiement of excess Cost Recovery Crude
Oil under Article VII paragraph (a), of this Agreement, in kind during the
said Quarter} a settlement shall be required with the rendition of such State:
ments in case CONTRACTOR has taken more than its own entitlement of

such excess.
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d) Audit Right

EGPC shall have a period of Twelve (12) months from receipi
of any statement under this Article IV in which to audit and raise objection
to any such Statement. EGPC and CONTRACTOR ﬁhall agree on any
required adjustments. Supporting documents and accounts will be availa-
ble to EGPC during said Twelve (12) month period.

ARTICLE V
CONTROL. AND MAJOR ACCOUNTS

(a) Exploration Obilgﬁtion Control Accounts
CONTRACTOR will establish an Explorauon Obligation Control Account

and an offsetting contra account to control therein the total amount of Ex-
ploration Expenditures reported on Statcments of Activily inrfparcd per
Article I (b) (1) hereof, less any reductions agreed to by EGPC and CONT-
RACTOR following writien exceptions taken by a Non-Operaior pursuant
to Article I (¢) (1) hereof, in order to determine whe:ﬁ minimum Exploration

Obligation have been met.

(b) Cost Recovery Control Account

CONTRACTOR. will establish a Cost Recovery Control Account and an
offsetting contra account to control therein the amount of cost remaining to
be recovered, if any, the amount of cost recovery and the value of Excess

Cost Recovery Petrolcum, if any.

(¢) Major Acconnts

For the purpose ol classifying costs, expenses and expenditures for cost
recovery a8 well as for the purpose of establishing when the Exploration
Obligation has been met, costs, expenses and expenditure sball be recorded

in major accounts including the following
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— Exploration Expenditures
— Development Expenditures other than Operating Expenses ; and
— Operating Expenses.

Necessary sub-accounts shall be nsed.

Revenue accounts shafl be maintained by CONTRACTOR to the extent neces-
sary for the control of recovery of costs and the treatment of Cost Recovery
Petrolenm.

ARTICLE VI

TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian Income
Tax Laws except as otherwise provided In this Agreement, that any A.R.E. 1nco-
me taxes paid by EGPCon CONTRACTOR’s behalf constitute additional income
to CONTRACTOR, and this adlitional income¢ is also sub‘ect to A.R.E.
income tax, that is ¢grossed-up’. | -

CONTRACTOR's ananual 1acomz, as datenﬁinéd in Article I (g) 2, less the
amount equal to CONTRACTOR’s grossed up Egyptian income tax liability,
shall be CONTRACTOR’s “Provisional income’’.

The “gross-up value™ is an amount added to Provisional Income to give
«Taxable Income’’, such that the gross-up value is equivalent to A.R.E. income

taxes.

THEREFORE ¢

Taxable Income = Provisional Income Plus Gross-upyVYalue
And

Gross-up Valuej= AR.E. Income Tax on Taxable lncome

Ifthe “A.R.E. incoms tax rate”’, which m:ans the effective or composite tax rate
due to the various A.R.E. taxes levied on income or profits, is constant and not
dependent on the level of mcome, then
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Gross-up Value = A.R.E. income¢ tax rate TIMES Taxable Income

Combining the first and last equations above,

Gross-up Valuc == Provisional Income X Tax Rute

- al—

-——

| —— Tax Rate

Where the tax rate is expressed as a decimal

the following numerical exampic.
the

The above computations ate illustrated by
at the Provisional Income is Ten U.S. Dollars (U.S.% 10) and

Assuming thi:
A R_E. income tax rate is Forty (40) percent, then the Gross-up Value isequal

to
$10 3 0.4 —= 86.67
| —0 4

THEREFORL :

Provisional Income 10 QU

Plus Grcs§s-up vaiue 6 67

Taxable Income 1667

LESS : A.R.E. Income Taxes at 407 6.67
10 00

CONTRACTOR’ s Income after taxes
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