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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APEX INTERNATIONAL ENERGY HOLDINGS I1
IN
SOUTHEAST MELEIHA AREA
WESTERN DESERT
A.R.E,

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

between:

First : 1- thc ARAB REPUBLIC OF EGYPT (hcreinafter referred to variously
as "ARE." or as the "GOVERNMENT"), represented by the
Minister of Petroleum and Mineral Resources. in his capacity; and
Legal Headquarters: 1A Ahmed Al Zomor St., Nasr City, Cairo.

2- thc EGYPTIAN GENERAL PETROLEUM CORPORATION, a lcgal
entity created by Law No. 167 of 1938 as amended (heremafter referred to
as "EGPC") represented by the Chief Executive Officer, in his capacity.
Lecgal Headquarters: 270 St., Part 4, New Maadh, Carro.

(First Party)
Second : APEX INTERNATIONAL ENERGY HOLDINGS I, a company
hmitcd by sharcs organizcd and cxisting under the laws of the
Cavman Islands . represented by the President of the Company or a
concerned delegate supported with a power of attornev. (herenafter
rcterred to as " APEX " or as "CONTRACTOR") .
Legal Headquarters: 1300 Post Oak Boulevard, Suite 1200 Houston,
TX 77056 .

(Second Party)
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PREAMBLE
WHEREAS, all minerals mcluding Petroleum, existing in mines and quarries m
A RE.. mcliding the territorial waters, and 1n the scabed subject to 1its
junsdiction and extending bevond the termtonal waters, are the property of the
State: and
WHEREAS, EGPC has applied for an exclusive concession for the Exploration
and Explortation of Petroleum m and throughout the Area referred to m Article II.

and described mm Annex "A" and shown approximately on Amnex "B". which are
attached hereto and made part hereof (heremafter referred to as the "Area") ; and
WHEREAS, " APEX " agrees to undertake 1ts obligations provided heremafter as
a CONTRACTOR with respect to the Exploration, Development and Production of
Petroleum in SOUTHEAST MELEIHA AREA. Western Desert : and

WHEREAS, the GOVERNMENT desires herebv to grant such Concession

under this Agreement; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law No, -

86 of 1956, may enter into a concession agreement with EGPC, and with " |

APEX" asa CONTRACTOR in the said Area.
NOW, THEREFORE, the partics hercto agree as follows:

The previous prcamble to this Agreement arc hercby made part hercof,

complemented and integrated to its provisions,
ARTICLE 1

DEFINITIONS |
(a) "Exploration” shall include such gcological, gé'uﬁhﬂ’sical, acrial and other
surveys as may be contamced in the approved Work Programs and Budggts,
and thc drilling of such shot holcs, corc holcs, stratigraphic tests, holcs for
th¢ discovery of Petrolecum or the appraisal of Petrolcum  discoverics and
oth¢r related holes and wells, and the purchase or acquisition of such
supphics, matcnals, scrvices and cquipment thercfore, all as may be
containcd in  thc approved Work Programs and Budgets. The verb

"cxplore” mcans the act of conducting Exploration.
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(b) "Dcvclopment” shall include, but not be limited to, all the operations and

()

(d)

activities pursuant to approved Work Programs and Budgets under this

Agreement with respect to:

(1) the drilling, plugging, decpening, side tracking, re-drillmg, complcting,
equipping of development wells and the changing of the status of a
well. and

(1) design, engmeering, construction, mstallation, servicing and mamtenance
of cquipment, lincs, systems facilitics, plants and rclatcd opcrations (o
produce and operate said development wells, taking, saving, treating,
handlng, stormg, transporting and dehvernng Petroleum, re-pressuring,
recycling and other secondary recovery projects, and

(1) transportation, storage and any other work or activities necessary or
ancillary to the activities specified in (1) and (11).

"Petrolcum” mcans Liquid Crude Oil of various densitics, asphalt, Gas,

casing head gas and all other hydrocarbon substances that may be found in,

and produced, or otherwise obtamed and saved from the Area under this

Agreement, and all substances that may be extracted there from.

"Ligquud Crude O1il" or "Crude Oil" or "Oil" means any hydrocarbon

produced from the Area which i1s in a liquid state at the wellhead or lease

scparators or which 1s c¢xtracted from the Gas or casing head gas m a plant.

Such liquid state shall exist at sixty desrees Fahrenheit (60°F) and

atmospheric pressure of 14.65 PSIA. Such term includes distillate and

condcnsate.

(¢) "Gas" means natural Gas both associated and non-associated. and all of its

constituent elements produced from anv well in the Area (other than Liquad
Crudc O1l) and all non-hvdrocarbon substances thercin, Said term shall

include residual gas, that Gas remaining after removal of LPG.

(f) "LPG" means Liquetied Petrolenm Gas, which 1s a mixture principally of

butanc and propanc hiquchicd by pressure and tecmperature.
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(g) A "Barrcl” shall consist of forty-two (42) Unitcd States gallons, hquid

measure, corrected to a temperature of sixty deerces Fahrenheit (60°F) at

atmospheric pressure of 14.65 PSIA,

(h) "Commercial Discovery” has the meaning as sct forth in Article I ( ¢ ).

(1) (1) "Commercial O11 Well" means the first well on any geological feature

(2)

which after testing for a period of not more than thirty (30) consecutive
days where practical, but in any cvent 1 accordance with sound and
accepted Petroleum industry production practices, and wvenfied bv
EGPC, 1s found to be capable of producing at the average rate of not
Icss than two thousand (2000) Barrcls of Ol per day (BOPD). The datc
of discovery of a "Commercial O11 Well" 1s the date on which such well
15 tested and completed according to the above.

"Commercial Gas Well" means the first well on any geological fcaturce
which after testimg for a period of not more than thirty (30) consecutive
days where practical, but in any event in accordance with sound and
accepted  Pctrolcum  industry production practices and  verificd by
EGPC, 1s found to be capable of producing at the average rate of not
less than fifteen million (15,000,000) standard cubic feet of Gas per day
(MMSCFD). The date of discovery of a "Commercial Gas Well" 1s the

datc on which such well 1s tested and complcted according to the above.

(1) "A.R.E." means ARAB REPUBLIC OF EGYPT.
(k) "Effective Date" means the date on which the text of this Agreement is
signcd by the GOVERNMENT, EGPC and CONTRACTOR, aficr the

relevant Law 1s 1ssued.

() (1) "Year" means a period of twelve (12) months according to the Gregorian

Calcndar.

(2) "Calendar Year" means a perniod of twelve (12) months according to the

Gregorian Calendar being 1% January to 31% December.

(m) (1) "Fmancial Ycar" mcans thc GOVERNMENT's financial vcar according

to the laws and regulations of the A RE..

(2) "Tax Year" means the period of twelve (12) months according to the

laws and rcgulations of the A RE. .
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(n) "CONTRACTOR” could be one company or more (cach companv to be
inchividually referred to as a “Contractor Mcember™)., Unless modificd m
accordance with Article XXI herem, CONTRACTOR under this Agreement
shall mean APEX INTERNATIONAL ENERGY HOLDINGS II.

(0) An "Affihated Company" mcans a company:

(1) of which the share capital. conferring a majority of votes at stockholders'
meetings of such company. 15 owned directly or indirectly by a party
hereto; or

(1) which 1s the owner directly or indirectly of share capital conferrmg a
majority of votcs at stockholdcrs' mectings of a party hercto; or

(111) of which the share capital conferring a majority of votes at stockholder's
meetings of such company and the share capital confernng a majority of
votcs at  stockholders' mectings of a party hercto arc owned  directly or
indirectly by the same company.

For the avoidance of doubt, if CONTRACTOR 1s comprised of more than one
company, Affillatcd Company shall mecan an Affihatcd Company of a
CONTRACTOR Member. o

(p) "Exploration Block" shall mean an area, the corner points of which have to.

be coincident with three (3)minutes by three (3) minutes latitude and
longitude divisions, according to the Intcrnational Grid System wherc

possible or with the existing boundaries of the Area covered by this
Concession Agreement as set out mm Annex "A".

(q) "Development Block™ shall mean an arca, the corner points of which have to be
coincident with one ( 1 ) minute bv one ( 1 ) minute latitude and longitude
divisions, according to the Intermational Grid System where possible or with the
cxisting boundarics of the Arca covercd by this Conccssion  Agreement as sct
out in Annex "A". o

(r} "Development Lease(s)" shall mean the Development Block or Blocks
covermng the geological structurc capablc of production, thc corncr points
of which have to be coincident with one (1) minute by one (1) minute
latitude and longitude divisions according to the Intemational Gnd Svstem
where possible or with the existing boundaries of the Arca covered by this

Concession Agreement as set out in Annex "A".
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(s) "Agreement” shall mean this Concession Agreement and 1ts Annexes.

(t) "Gas Salcs Agrcement” s

hall mcan a written agreement between EGPC and

CONTRACTOR (as sel

lers) and EGPC or The Egyptian Natural Gas

Holding Companv “"EGAS” or a mutually agreed third party (as buver).

which contains the terms and conditions for Gas salcs from a Development

Lease entered into pursuant to Article VII (e).
(u) "Standard Cubic Foot" (SCF) 1s the amount of Gas necessary to fill one (1)

cubic foot of space at

atmospheric pressure of 14.65 PSIA at a base

temperature of sixty degrees Fahrenheit (60°F).

(v) "EGAS™ mcans thc Egyptian Natural Gas Holding Company a lcgal cntity
created by the Prime Minister Decree No. 1009 of 2001 as amended and

according to law No. 203

of 1991 as amended.

(w) "Development Plan” means a plan which on high level basis and covering

one (1) vear or more ,

sets out the strategic framework for the efficient

exploitation of the reserves m the Area and describes the selected

devclopment concept 1

quircd to dchiver lifc of ficld production profilcs

used to support the requirements of domestic and external markets of Ol | -

Gas and condensate . The Development Plan outlines the activities to be:

conducted during the phases of Development and Exploration within

Devclopment Leasc Blocks.

(x) "Development Work Program

means those planed physical multi-

disciplinary activities (including but not limited to dnlling, engineenng,

projccts, subsurface) required to be undertaken within a Financial Ycear to

deliver the Production upon the agreed date.

(v) "BTU" British Thermal Unit means the amount of energy required to raise

th¢ temperature of one
Fahrenheit from sixty

(1) pound of purc watcr by onc (1° F) dogree
degrees Fahrenheit (60 F) to sixty one degrees

Fahrenheit (61° F) at a constant pressure of 14.65 PSIA.

(z) 1. "Commcrcial Production” mcans Pctrolcum producced and saved for

regular shipment of Crude O1l or regular Gas deliveries.

2. "Commercial Production Commencement Date" means the date on

which the first regular shipments of Crude O1l or first regular deliveries

of (Gas are made.
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ARTICLE 11
ANNEXES TO THE AGREEMENT

Amnex "A'" 1s a description of the Areca covered and affected by this
Agreement, hereinafter referred to as the "Area”.

Annex "B" 1s a provisional illustrative map on the scale of approximately
1: 1 000 000 mdicating thc Arca covered and affccted by this
Agreement and described in Annex "A",

Annex "C-1" 1s the form of a Letter of Guaranty to be submitted by

CONTRACTOR to EGPC at Icast onc (1) day betore the ime of
signature by the Mumuster of Petrolcum of this Agrecement, for
the sum of twenty one million U.S. Dollars ($21.000,000),
conarantecing the execution of CONTRACTOR’s minimum
Exploration obligations hercunder for the mitial four (4) vears
Exploration period. In case CONTRACTOR extends the initial
Exploration Period for one (1) additional successive period of
three (3) vears. m accordance with Article III (b) of this
Agrcement, similar Letter of Guaranty shall be issuced and be
submitted by CONTRACTOR on the day the CONTRACTOR
exercises 1ts option to extend. The Letter of Guaranty shall be for
th¢ sum of five million five hundrcd thousand U.S. Dollars
($ 5,500,000 ) less in this instance any excess expenditures of the
preceding Exploration penod permitted for carry forward m
accordance with Article IV (b) thard paragraph of this Agreement.
In case of any Shortfall { the difterence between the amount of
CONTRACTOR's financial obligation of anyv Exploration period
minus the total amount approved by EGPC for the same
concerned obligation period), plus anv carry forward approved
by EGPC from the previous period, 1if any , EGPC shall notify
CONTRACTOR 1n wnting by the value of such shortfall .
Within fiftcen (15) davs from the datc of this, notification,
CONTRACTOR shall transfer the amount of the shortfall to
EGPC's account and if CONTRACTOR did not transfer this
shortfall within thc mentioned fitteen (15) days, EGPC has the
right to hquidate the concerncd lctter of Guaranty up to the
amount of the shortfall. Each of the two (2) Letters of Guaranty
shall remam effective for six (6) months after the end of the
Exploration pcriod for which it has been 1ssued except as 1t may
be released prior to that time in accordance with the terms thereof,




Y*\Vg;mdm’if\&(j)))&v\ JM‘—%J\EJ&J#]

YY

Sl Ligha ao) ageadd b oled 5,800 ledall cillas
ety lgadny lleadl o lgluany Jliadl A8 Al Sl

,dueall Cuaal) 5 g e Al
Baldly Ao galt drpally AW Glaa Gllad anafi Jgliall 3oy
Jslial) iliaiie apenty dall Aell aay llad aais o "Y'
) oo sl Adlal ailel 3N s b L Al sal

SUIENPERIEN|

e o5 5 el Cilleatly AaslEl A8 030 s M daia e 3ike " 2" saldll

E«.ﬂ:\.ﬁ?‘ T ‘_é doaaladl salall ‘_f d@ﬁl‘: W}a.a.‘m gt Lal 135_5

el Al " At Galal
4 yean shiid) dpestll Gl ] bighs AKE AdAl Ak il "y " salal

. dq Sall

c e am o dad L Ll ol adans e Jalidl g afied (3T
ienill de Ahie gl ba oD Mo sda aglial Al K5
rnge sb LS Agaslll WD ol Bghs s e i o il
C sl g dlgdt G A WA aile Bin LS ) (5) Galall el

2 P 3 "_9 “T_Guj 1 W_C "j

cumtal bl | DLk |
Suadly Godall Zeid

<l T paay
i @;M\ nﬁ.g_‘ U_,S_;,_g ‘ @EY‘ 534 (1 i_);jﬂ N ’1,;‘_:):_‘ “j “_j : SR
. ABlEY) 038 o saad Jgxda g ajﬁ -

b legde Dypeaie LN Jolially dtell ASEY) sda oaiie desSall s
g pill g Clagaill s o guaill Wiy @lldg ¢ "'y T uiatall 8 48 gacn gall Adhaiall
Leie Gty ol Ciliay 3 Lad 0l 58 1) 8y (s AAEY) sda i Anal

iy VA0 Al 11 ad o sl A8aT e (ol aa

1 35 v Lad e ageaie sa Lo s Lo ¢ aiads asSal) el
4 hdindl g ziiall Jg il 4 & gama (e (£ 0) Bl G5 pde duay L
55UV oda Al Jants .apaaill saa elld 8 Loy Apanl 538 oS Aihaid) (ha
A el o il Angt ads e iy Wy o Jlid L sk Wy Lemdai

| L gliall ity DA

()



VY YWY A ehaue b A L8 () HoSe TV saadl - Aau i 3y i

The Ictters of Guaranty mcentioncd above shall be reduccd
quartcrly by Exploration Expenditurcs icurrcd and paid by
CONTRACTOR on operations and approved bv EGPC for the
concerned Exploration period.
The CONTRACTOR has the nght to submit a Production letter of
Guarantee 1n the form specified m Annex (C-2) or a letter entitles
EGPC to sohidify from the CONTRACTORS ducs an amount
cqual to the financial commutiment of the then current phasc.

Annex "D" 1s the form of a Charter of the Operating Company to be formed
as provided for in Article VI hereof,

Annex "E" 1s the Accounting Procedure.

Annex "F" 15 a current map of the National Gas Pipeline Gnd Svstem
cstablished by the GOVERNMENT.
The point of dchvery for Gas shall be agreed upon by EGPC
and CONTRACTOR under a Gas Sales Agreement, which
point of delivery shall be located at the flange connecting the

Development Lease Pipeline to the nearest pomt on the
National Gas Pipeline Gnd System as depicted in Annex "F" or
as othcrwisc agreed by EGPC and CONTRACTOR. |
Anncxes "A", "B", "C-1", "C-2", "D"."E" and "F" to this
Agreement are hereby made part hereof, and thev shall be
considered as having equal force and effect with the provisions
of this Agrcement.
ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR subject to the

terms, covenants and conditions set out mn this Agreement, which 1sofar as

they are contrary to or mconsistent with any provisions of Law No. 66 of 1933,

as amcnded. shall have the force of Law, an ¢xclusive concession 1 and to the

Arca dcseribed in Anncxes "A" and "B".

(a) The GOVERNMENT shall own and be entitled, as hereinafter provided, to a
rovalty in cash or in kind of ten percent (10%) of the total quantity of Petroleum
produced and saved from the Area during the Development period mcluding
renewal. Said rovalty shall be bome and paid by EGPC and shall not be the
obligation of CONTRACTOR. Thc payment of royaltics by EGPC shall not be
dcemed to result in meome attnbutable to the CONTRACTOR.
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In case CONTRACTOR dispose all or part of its share of Production
Sharing Gas and Excess Cost Recovery Gas, if any. by himself to local
market and after obtamning the competent authorities™ approval m ARE..
CONTRACTOR shall pay to EGPC an amount equal to the rovalty entitled
to The GOVERNMENT 1 respect of such Gas, the pavment of such
rovalties by CONTRACTOR shall be deemed to be non-recoverable cost.

.

fective

(b) An mitial Exploration period of four (4) vears shall start from the E
Date. One (1) successive extension to the imtial Exploration period, of three
(3) vears respectively. shall be granted to CONTRACTOR at 1ts option,
upon not less than tharty (30) davs prior written notice to EGPC, such notice
to be erven not later than the end of the then current Exploration penod, 1n
case 1t 1s extended pursuant to the provisions of Article V (a), and subject
only to 1ts having fulfilled its obhigations hereunder for that period. This

Agreement shall be termmated 1f neither a Commercial O1l Discovery nor a

Commercial Gas Discovery is established by the end of the seventh (7%
vear of the Exploration peniod, m case it 1s extended pursuant to Article V

(a).The election by EGPC to undertake a sole risk venture under paragraph

h

cet the termination of this

(c) shall not cxtend the Exploration period nor a
Agrecement as to CONTRACTOR.
(c) Commercial Discovery:

(1) A Commgcrcial Discovery - whether of O1l or Gas - may consist of onc
producing rcscrvoir or a group of producing rescrvoirs which 1s worthy
of being developed commercially. After discovery of a Commcercial Oil
or Gas Wcll CONTRACTOR shall, unlcss otherwise agreed upon with
EGPC, undcrtake as part of its Exploration program the appraisal of the
discovery by drilling onc or morc appraisal wells, to dctcrmine whether
such discovery 1s worthy of being devcloped commercially, taking mnito
considcration the recoverable reserves, production, pipeline and terminal
facilitics rcquired, cstimated Pctrolecum prices, and all other relevant

tcchnical and cconomig factors.
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(11) The provisions laid down herein postulate the unity and indivisibility of
the concepts of Commercial Discovery and Devclopment Lease. They
shall apply uniformly to O1l and Gas unless otherwise specificd.

() CONTRACTOR shall give notice of a Commercial Discovery to EGPC
immediately after the discovery 1s considered by CONTRACTOR to be
worthy of commercial development but in any event with respect to a
Commcrcial O1l Wcll not later than thirty (30) days followmg the
complction of the sccond appraisal well or twelve (12) months  following
the date of the discovery of the Commercial Oill Well. whichever 1s earher
or with respect to a Commercial Gas Well not later than twenty four (24)
months following the date of the discovery of the Commercial Gas Well
(unless EGPC  agrees that such period may be extended) except that
CONTRACTOR shall also have thc nght to give such noticc of
Commercial Discovery with respect to any reservolr or reservours even if
the well or wells thereon are not "Commercial” within the definttion of
"Commercial Well" if, in 1its opinion, a reservolr or a group of reservoirs,
considered collectivelv, could be worthy of commercial development.

It 1s undcrstood that, any Crudc Oil produccd from an undcr-testing well in
the Arca before 1t 1s converted to a Devclopment Lease, cither considered
Commercial or non-Commcrcial Well, and not uvscd m Petrolcum
operations, 1s 100% owned by EGPC and not subject to Article VII.
CONTRACTOR may also give a notice of a Commercial O1l Discovery
in the event it wishes to undertake a Gas Recycling Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and cspecially the arca of Gas rescrves, the
estimated production potential and profile and field hife.

Within sixty (60) days following receipt of a notice of a Commercial
O1l or Gas Discovery, EGPC and CONTRACTOR shall meet and

review all appropriate data with a view to mutually agreeing upon the

existence of a Commercial Discovery.  The datc of Commercial
Discovery shall be the date EGPC and CONTRACTOR jomtly agree in

writing that a Commercial Discovery exists.
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(1v) If Crude O1l or Gas 1s discovered but 18 not deemed by CONTRACTOR to
be a Commercial O1l / Gas Discovery under the above provisions of this

paragraph (c), or onc (1) month aficr the cxpiration of the period specificd
abov¢ within which CONTRACTOR can give notice of a Commcrcial Oil/
(as Discoverv, or thirteen (13) months after the completion of a well not
considered by CONTRACTOR to be a "Commercial Oil Well" or after the
cxpiration of twenty five (25) months after the complction of a well not
considered by CONTRACTOR to be a "Commcercial Gas Wcll”, EGPC
shall have the nght, followmg sixty (60) days notice m wntig to
CONTRACTOR, at its sole cost, risk and expense, to develop, produce and
disposc of all Crudc O1l or Gas from the geological fcaturc on which the
well has been drilled.  Said notice shall statc the specific arca covering said
veological feature to be developed, the wells to be dnlled, the production
facilities to be installed and EGPC's estimated cost thereof. Within thirty
(30) days aftcr reecipt of said noticc CONTRACTOR may, m writing, clect
to develop such arca as provided for in the casc of Commercial Discovery
hereunder. In such event all terms of this Aereement shall continue to
apply to the specified area.

If CONTRACTOR clcets not to develop such arca, the specific arca
covering said gcological fecaturc shall be sct  aside for solc nisk
opcrations by EGPC, such arca to b¢ mutually agreed upon by EGPC
and CONTRACTOR on the basis of good Petroleum industry
practice. EGPC shall be entitled to perform or in the event Operating
Companv has come into existence, to have Operating Company
pcrform such opcrations for the account of EGPC and at EGPC's solc
cost. risk and expense or by any other means deemed to be appropriate
by EGPC for developing such discovery. When EGPC has recovered
from the Crude O1l / Gas produced from such specific area a quantity
of Crudc O1l/Gas cqual 1in valuc to three hundred percent (300 %) of
the cost it has mcurred m carrving out the sole risk operations.
CONTRACTOR can have the option, only in the event of EGPC's
approval or in case there has been a separate Commercial O1l / Gas
Discovery, clsewhere within the Arca, to sharc m further development
and production of that specific area upon paving EGPC one hundred
percent (100%) of such costs imcurred by EGPC.
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Such one hundred percent (100%) payment shall not be recovered by
CONTRACTOR. Immediately followmg such payment the specific area
shall erther (1) revert to the status of an ordmary Development Lease under
this Agrecement and thercafter shall be operated in accordance wath the
tcrms hercof;, or (1) altcrnatively, m the ¢vent that at such time EGPC or 1ts
Affiliated Company 1s conducting Development operations 1n the area at
its sole expense and EGPC elects to continue operating, the area shall
remam set  aside and CONTRACTOR shall only be entitled to 1ts
production sharmg perceentages of the Crude Oil / Gas as  speaificd in
Article VII (b). The solc nsk Crude O1l/Gas shall be valucd in the manner
provided in Article VII (¢). In the event of any termination of this
Agreement under the prowvisions of Article IlI (b), this Agreement shall,
however, contmue to apply to EGPC's operations of any sole nisk venture
hercunder, although such Agrcement shall have been torminated with

respect to CONTRACTOR pursuant to the provisions of Article 111 (b).
(d) Conversion to a Development Lease:

(1) Following a Commercial O1l Discovery or a Commercial Gas Discovery
and after submitting a Development Plan, the extent of the whole arca
capable of production to be covered by a Development Lease shall be
mutually agreed upon by EGPC and CONTRACTOR and be subjéect to
the approval of the Minister of Petroleum. Such area shall be converted
automatically mto a Development Lease without the 1ssue of any
additional I¢cgal mstrument or permussion. In case CONTRACTOR did
not fulfill its commitment to submit the Oil / Gas Development Leasc
documentations to EGPC, in order to 1ssue the Development Lease
related to that discovery. within one (1) vear from the date EGPC and
CONTRACTOR agree m writing that a Commercial Discovery exists,
CONTRACTOR shall bc considered assignor without charge for the arca
dedicated for 1ssumg such Development Leasc. EGPC shall have the
right to develop, produce and dispose all the Petroleum produced from
such assigned area in the manner it deems appropriate without any
further legal procedures , the CONTRACTOR shall have no nght related
to the production and has no night to have recourse agamnst EGPC for
compensation or expenditures or costs.
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(1) Following the conversion of an area to a Development Lease based on a
Commcereial Gas Discovery (or upon the discovery of Gas m a
Dcvclopment Leasce granted following a Commercial O1l Discovery),
EGPC and CONTRACTOR shall endeavor with diligence to find
adequate markets capable of absorbing the production of Gas and with
respect 1o the local markets, EGPC shall advise CONTRACTOR of the
potcntial outlets for such Gas and the ¢xpected annual schedule of
demand. Thercatter, EGPC and CONTRACTOR shall mect with a view
to assessmg whether the outlets for such Gas and other relevant factors
warrant the Development and production of the Gas and 1n case of
agreement, the Gas thus made available shall be disposed of to EGPC or
EGAS under a long-term Gas Sales Agreement in accordance with and
subjecct to the condifions sct forth in Article VII

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

(aa) In respect of a Commercial Onl Discovery, twenty (20) vears from the
date of the Minister's of Petroleum approval of the Development
Lease plus the Extension Period (as defined below) provided that, in
the cvent that, subscquent to the conversion of a Commercial Oil
Discovery mto a Devclopment Lease, Gas 1s discovercd m the same

Dcvclopment Lease and 15 uscd or 1s capable of being uscd locally or

for export hereunder. the penod of the Development Lease shall be
extended only with respect to such Gas, LPG extracted from such
Gas , and Crude O1l in the form of condensate produced with such
Gas for twenty (20) vears from the date of the first deliveries of Gas
locally or for cxport plus the Extension Pcriod (as defined below)
provided that the duration of such Development Lease based on a
Commercial O1l Discovery may not be extended bevond thirty (30)
vears from the date of the Minister's of Petroleum approval of the Oil
Development Lease.

CONTRACTOR shall immcdiately notity EGPC of anv Gas
Discovery but shall not be required to apply for a new

Development Lease 1n respect of such Gas.
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(bb) In respect of a Commercial Gas Discovery, twenty (20) vears from
the date of the Mimmster's of Petroleum approval of the
Development Lease plus the Extension Pernod (as defined below)
provided that, it subscquent to the conversion of a Commereial Gas
Discovery into a Development Lease, Crude Oil 1s discovered in
the same Development Lease, CONTRACTOR's share of such
Crude O1l from the Development Lease (except LPG extracted
trom Gas or Crudc Oil 1in the form of condensaic produced with
Gas) and Gas associated with such Crudc Oil shall revert entirely to
EGPC upon the lapse of twenty (20) vears from the discovery date
of such Crude O1l plus the Extension Period (as defined below).
Notwithstanding, anvthing to the contrary under this Agreement. the
duration of Dcvclopment Lcasc based on a Commercial Gas
Discovery shall in no case exceed thirty (30) vears from the date of
the Minister's of Petroleum approval of the Gas Development Lease.
CONTRACTOR shall mmmcdiatcly notify EGPC of any Qi
Discovery but shall not be required to apply for a new Development
Lease in respect of such Crude Oil.

The " Extension Period" shall mean a perniod of five (3) vears
which may bc clected by CONTRACTOR upon six (6) months
writtcn request scnt by CONTRACTOR to EGPC prior to the
expiry of the relevant twenty (20) vear period supplemented by
a Development Plan including technical studies, evaluation of
production. expected levels of production during Extension
pceriod, CONTRACTOR s obligations and rclcvant cconomic
consideration. This Extension period 15 subject to the approval

of EGPC and the Minister of Petroleum.
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(e) Development operations shall upon the issuance of a Development Lease

eranted following a Commercial O1l Discovery, be started promptly by
Operating Company and be conducted 1n accordance with good o1l field
practiccs and accepted petrolcum cngincering principles, until the ficld is
considcred to be fully developed. It being undcerstood that if associated Gas
1s not utihized, EGPC and CONTRACTOR shall negotiate in good faith on
the best wayv to avoid impairing the production in the interests of the parties.
In case CONTRACTOR , through the Operating Company .did not fulfill
his obligations rcgarding the cxccution of the Development Plan and did not
start producmg Crudc Oi1l ,in commcreial regular shipments , within four (4)
vears from the Development Lease approval date, CONTRACTOR shall be
considered assignor without charge for the Development Lease and for all
its rights. privileges related to such area , EGPC shall have the night to
develop, produce, and dispose all Crude Oil produced from such assigned
arca by anv mcans dcems to be appropriatc without any further Icgal
procedures. and CONTRACTOR shall have no right related to the
production and shall have no right to have recourse agamst EGPC for any
compcensation, cxpenditures or costs.

In the event no Commercial deliverics of Gas in accordance with the
mentioned (Gas Sales Agreement/scheme within four (4) years from the
approval date of the Development Lease, CONTRACTOR shall be
considered assignor without charge for the Development Lease and for all
its rnights, privilcges, rclated to such arca , EGPC shall have the nght to
develop, produce, and disposc all Gas produced from such assigned arca by
any means deems to be appropriate without any further legal procedures,
and CONTRACTOR shall have no night related to the production and shall
have no nght to have recourse agamnst EGPC for anv compensation,

cxpenditurcs or costs.
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In the event no Commercial Production of Oil in regular shipments or Gas
dchvenics  from any Development Block m the Development Lease  within
four (4) vears from the date of commencement of Commercial Production for
Ol or from the datc of first dchvenics of Gas locally or for cxport n such
Development Lease, such Development Block shall mmmediately be
relinquished, unless there is a Commercial O1l Discovery on the Development
Lcase bascd on Gas or a Commcercial Gas Discovery on the Devclopment
Lease based on Oil. Each Block m a Development Lease bemg partly within
the radus of drainage of any producing well shall be considered as participating
in the Commercial Production referred to above.

Every four (4) years EGPC shall review the Development Blocks of Oil
Devclopment Leases from the datc of commencement of Commercial

Production and/or Gas from the date of the first regular Gas deliveres

locally or for export, for immediate relinquish for any non-producing block
or any block that do¢s not participatc in production (unlcss othcrwisc agreed
by EGPC ).

In case the production has stopped from any well, and the reproduction hasn’t
startcd within a period of maximum ong (1) vcar from the date of such stop, a
revision for the Development Lease blocks will take place 1 order to relinquish
the Development Blocks not producing or not contributing to production from
such well (unlcss EGPC agrees to extend such period).

Development operations in respect of Gas and Crude Oil in  the form of
condcnsatc or LPG to be produced with or extracted from such Gas shall, upon

the signature of a Gas Sales Agreement or commencement of a scheme to

dispose of the Gas, whether for export as referred to in Article VII or
othcrwise, be started promptly by Opcrating Company and be conducicd m
accordance with good Gas field practices and accepted Petroleum engineering

prmeiples and the provisions of such agreement or scheme,
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In the cvent no Commcercial Production of Gas 1s ¢stablished i accordance
with such Gas Sales Agreement or scheme, the Development Lease relating to
such Gas shall be relmquished, unless otherwise agreed upon by EGPC.

If, upon application by CONTRACTOR it is recognized bv EGPC that Crude
Ol or Gas 15 being dramed from the Exploration Block under this Agreement
mnto a Dcvclopment Block on an adjoming  conccssion arca held by
CONTRACTOR, the Block being drained shall be considered as participating
m the Commcrcial Production of the Devclopment Block mn question and the

Block being dramed shall be converted into a Development Lease with the

-

fective Date

ensung allocation of costs and production (calculated from the E

or th¢ datc such dramage occurs, whichcver 1s later) between the two

Concession Areas. The allocation of such costs and production under each

Concession Agreement shall be m the same portion that the rccoverable
reserves in the drained geological structure underlying each Concession Area
bcars to the total rccoverable rescrves of such structure undcrlymmg both
Concession Areas. The production allocated to a concession area shall be
priced accordmg to the concession agreement coverng that conccssion arca.

In case of failure by the CONTRACTOR 1in this Agreement and the contractor
m adjomng concession area to agree on the allocation of costs and/or
production for such separate Development Leases under each concession area,
such disagreement shall be resolved by expert detemmmation, the expert to be
agrecd upon by the two contractors. EGPC shall have the nght to mterfere and
induce the contractors to fully cooperate and resolve the drainage matter n
cxpedient manncr as per the expert decision, such that ncither contractor shall

be unjustifiably enriched. The cost of the expert shall in no event be recovered.
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() CONTRACTOR shall bear and pay all the costs and expenses required in
carrving out all the operations under this Agreement but such costs and
expenses shall not mmclude any mterest on mvestment. CONTRACTOR shall
look only to the Pctrolcum to which it 1s cntitled under this Agreement to
recover such costs and expenses. Such costs and expenses shall be
recoverable as provided in Article VII. During the term of this Agreement
and 1ts renewal, the total production achieved m the conduct of such
opcrations shall be divided between EGPC and CONTRACTOR 1
accordancc with the provisions of Article VII.

(2) (1) Unless otherwise provided, CONTRACTOR shall be subject to Egyptian
income tax laws and shall comply with the requirements of such laws
with respect to the filing of returns, the assessment of tax, and keeping
and showing of books and r¢cords.

(2) CONTRACTOR shall be liable to prepare the tax return, that only the
tax authonty shall be entitled to audit. CONTRACTOR shall submit the
tax rcturn to EGPC twenty five (23) days prior to the duc datc of
submitting thereof to the tax authoritv. EGPC shall have the right to

review the tax return in order to accept the tax calculation therein. EGPC

shall provide comments on such return within fifteen (13) davs of the
datc of rccciving the tax return from CONTRACTOR. In any casc
CONTRACTOR shall be responsible for submitting the tax return to the
tax authority within the due date.

(3) CONTRACTOR's annual mcome for Egvptian income tax purposes
under this Agreement shall be an amount calculated as follows:
The total of the sums rcecived by CONTRACTOR from the salc or
other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Article VII (a) and (b);
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(4)

Reduced by:
(1) The costs and expenses of CONTRACTOR;
(1) The value as determined according to Article VII {c), of EGPC's

sharc of thc Excess Cost Recovery Petrolcum repaid  to EGPC mn
cash or in kind, it anv,
Plus:
An amount equal to CONTRACTOR's Egyptian mcome taxes grossed
up 1 the manncr shown in Article VI of Annex "E".
For purposes of above tax deductions in anv Tax Year, Article VII (a)
shall apply only m respect of classification of costs and expenses and
ratcs of amortization, without rcgard to the pcreentage lhmitation
referred to in the first paragraph of Article VII (a) (1). All costs and
expenses of CONTRACTOR 1 conducting the operations under this
Agrcement which arc not controlled by Article VII (a) as above
qualified shall be deductible in accordance with the provisions of the
Egvptian Income Tax Law.
EGPC shall assume, pay and discharge, in the name and on behalf of

CONTRACTOR, CONTRACTOR's Egyptian mcome tax out of

EGP(C's share of the Petroleum produced and saved and not used 1n

opcrations under Article VII. All taxcs paid by EGPC m the name and
on behalf of CONTRACTOR shall be considered income to
CONTRACTOR.

In casc CONTRACTOR disposc all or part of its sharc of Production
Sharing Gas and Excess Cost Recovervy Gas, 1f any, by itself to local
market and after obtaiming the competent authorities” approval m ARE..
CONTRACTOR shall bcar and pav to EGPC an amount ¢quals to the
CONTRACTOR’s Egyptian mcome tax m respect of such Gas, the
payment of such tax bv CONTRACTOR shall nerther be considered as
income nor as recoverable cost to CONTRACTOR.
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(3) EGPC shall furmish to CONTRACTOR the proper official receipts
cvidencing the pavment of CONTRACTOR's Egyptian income tax for
each Tax Year within ninety (90) days following the receipt by EGPC
of CONTRACTOR's tax declaration for the precedmg Tax Year. Such
rcecipts shall be 1ssucd by the proper Tax Authoritics and shall state the
amount and other particulars customary for such receipts.

(6) As used herem, Egyptian Income Tax shall be mclusive of all income taxes
pavable in the A.R.E. (including tax on tax) such as the tax on income
from movable capital and the tax on profits from commerce and mdustry
and mnclusive of taxcs bascd on mcome or profits including all dividends,

withholding with respect  to shareholders and  other taxes imposed by

the GOVERNMENT of AR E. on the distnbution of mcome or profits by
CONTRACTOR.

(7) In calculating 1ts A R.E. mcome taxes. EGPC shall be entitled to deducf all
rovaltics paid by EGPC to thc GOVERNMENT and CONTRACTOR's
Egyptian income taxes paid by EGPC on CONTRACTOR's behalf.

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD
(a) CONTRACTOR shall commcnce Exploration opcrations hercundcr not later
than six (6) months after the Ettective Date. EGPC shall make available for
CONTRACTOR's use all seismic, wells and other Exploration data n

EGPC's posscssion with respect to the Arca as EGPC 1s entitled to so do.
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(b) The initial Exploration period shall be four (4) vears. CONTRACTOR may
extend this Exploration period for one (1) successive extension period of
three (3) vears respectively, 1n accordance with Article HI (b), upon at least
thirty (30) davs prior written notice to EGPC, subject to its expenditure of
its minimum Exploration obligations and of its fulfillment of the drilling
obligations hereunder, for the then current Exploration period.
CONTRACTOR shall spcnd a total mimimum obligations of twenty ong
million U.S. Dollars ($21,000,000) on Exploration opcrations and activitics
rclated thercto during the mitial four (4) vear Exploration period; provided
that CONTRACTOR shall acquirc 1,000 km® 3D scismic survey for ten
million U.S. Dollars ($10,000,000) and shall acquir¢ Geological studics for
onc million U.S. Dollars ($1,000,000) and drill four (4) wells for tcn million
U.S. Dollars ($10,000,000). For thc three (3) vear oxtension period that
CONTRACTOR clects to cxtend bevond the mmtial Exploration period,
CONTRACTOR shall spend a total mmimum obhgations of five million
five hundred thousand U.S. Dollars ($5.500,000). During the cxicnsion
period that CONTRACTOR clects to extend beyond the imtial Exploration
period, CONTRACTOR shall acquire Geological studies for five hundred
thousand U.S. Dollars ($300,000) and drill two (2) wclls for five million
U.S. Dollars ($5,000,000),
Should CONTRACTOR spend more than the mimmum amount required to

be expended or drill more wells than the mmmum required to be dnlled
during thc mitial four (4) vcar Exploration period, or during any pcriod
thercafter the cxecss may be subtracted from the mumumum amount of
money required to be expended by CONTRACTOR or mmimum numbcr of
wclls required to be drlled during any succceding Exploration pceriod, as
the casc may be.

EGPC may approvc CONTRACTOR’s rcqucst to cnter the succecding
Exploration period 1 the cvent the CONTRACTOR fail to fulfill any of 1ts
tcchnical obligations of the then current Exploration period subject to its

fulfilment of the mimmum financial obligations for such period.
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CONTRACTOR shall be allowed to enter the succeeding Exploration
period, the techmical oblhigation would be  carried forward and
CONTRACTOR should submit a separate letter of guarantee with the value
of the tcchmical obligation which shall be vahid till the end of the succecding
Exploration period. Such letter of guarantee cannot be reduced by any other
¢xpenses that do not relate to the obligation 1t guarantecs.

Such letter of guarantee shall not be returmed except after the execution of
the carricd forward obligation. EGPC shall have the rnight to hquidate the
letter of guarantee mn case the carrned forward obligation 1s not executed.,
sixty (60) days prior to the cnd of the succccdmmg Exploration period.

In case CONTRACTOR surrenders 1ts Exploration rnights under this
Agrcement as sct forth above before or at the end of the fourth (4™) vear of
the mitial Exploration perniod, having expended less than the total sum of
twenty one million U.S. Dollars (& 21,000,000 ) on Exploration or in the
event at the end of the fourth (4™) vear, CONTRACTOR has expended
lecss than said sum m the Arca, an amount c¢qual to the diffcrence
between the said twenty one milhion U.S. Dollars ($21.000,000)and the
amount actually spcnt on Exploration shall be paid by CONTRACTOR to
EGPC at the im¢ of surrendening or within six (6) months from the cnd of
the fourth (4") year of the initial Exploration period, as the case may be.
Any cxpenditure deficiency by CONTRACTOR at the cnd of any Extcnsion
period for the reasons above noted shall similarly result in a payvment by
CONTRACTOR to EGPC of such dcticicney, such dcficiency shall be
unrecoverable. Provided this Agreement 15 still 1n force as to
CONTRACTOR, CONTRACTOR shall bc cntitled to rccover any such
pavments as Exploration Expenditure in the manner provided for under
Article VII in the cvent of Commereial Production.

Without prejudice to Article I (b), in case no Commercial Qil Discovery
18 ¢stablished or no noticc of Commgercial Gas Discovery 1s given by the
end of the seventh (7 vear, as may be extended pursuant to Article V (a)
or in casc CONTRACTOR surrenders thc Arca under this Agrcement
prior to such time, EGPC shall not bear any of the aforesaid expenses spent
by CONTRACTOR.
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(¢) At least four (4) months prior to the beginning of each Financial Year or at
such other times as mav mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Exploration Work
Program and Budget for the Area setting forth the Exploration operations
which CONTRACTOR proposes to carry out during the ensuing Year.

The Exploration Work Program and Budget shall be reviewed by a jont

committee to be established by EGPC and CONTRACTOR after the

Effective Date of this Agreement. This Commuittee, heremafier referred to

as the "Exploration Advisorv Committee”, shall consist of six (6)

members, three (3) of whom shall be appointed by EGPC and three (3) by

CONTRACTOR. The Chairman of the Exploration Advisory Commuttce

shall bc designated by EGPC from among the members appomted by it.

The Exploration Advisory Commuttee shall revicw and give such advice as

it deems appropriatc with respect to the proposed Work Program and

Budgct.  Followmg rceview by the Exploration Advisory Committee,

CONTRACTOR shall makc such rcvisions as CONTRACTOR dcems

appropriate and submit the Exploration Work Program and Budget to

EGPC for 1ts approval.

Following such approval, it is further agreed that:

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

(1) In the cvent of cmergencics mvolving danger of loss of hives or
propcrty, CONTRACTOR may ¢xpend such additional unbudgcted
amounts as may bc rcquired to allcviate such danger. Such expenditure
shall be considercd n all aspects as Exploration Expenditure and shall
b¢ recovered pursuant to the provisions of Article VII hercof,

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

() CONTRACTOR shall be responsible for the preparation and performance of
the Exploration Work Program which shall be implemented in a workmanlike
manner and consistent with good industry practices.
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Except as 1s appropriate for the processing of data. specialized laboratory
cngincermg and devclopment studics thercon, to be made in specialized
centers outside ALR.E. subject to EGPC’s approval .all geological and
ocophysical studies as well as any other studies related to the performance
of this Agreement. shall be made in the AR.E. .

CONTRACTOR shall entrust the management of Exploration operations in
thc ARE. to its techmcally compctent General Manager and Deputy
General Manager.  The names of such Manager and Deputy General

Manager shall. upon appomtment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager and. in his absence,

the Deputy General Manager shall be entrusted by CONTRACTOR with
sufficient powers to carry out immediately all lawful written directions
given (o them by the GOVERNMENT or 1ts represcntative undcer the terms

of this Agreement. All lawful regulations 1ssued or hereafter to be 1ssued

which are applicable hereunder and not m contlict with this Agreement
shall apply toc CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (30) days from the end of
cach calendar quartcr, with a Statcment of Exploration activity showing
costs mcurrcd by CONTRACTOR during such gquartcr. CONTRACTOR's
rccords and nccessary  supporting documcents shall be available for
ispection by EGPC at any time dunng 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, EGPC

shall advise CONTRACTOR in writing 1f it considers:

(1) that the rccord of costs 1s not correct; or

(2) that the costs of goods or services supplied are not in line with the
mmtemational market prices for goods or services of similar quality
supplied on similar terms prevailing at the time such goods or services
were supphied, provided however, that purchases made and services
performed within the A R.E. shall be subject to Article XXVI; or

(3) that the condition of the matenals furmished by CONTRACTOR does
not tally with their prices; or
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(4) that the costs incurrcd arc not rcasonably required for opcerations.

CONTRACTOR shall confcr with EGPC 1n connection with  the

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

settlement which 1s mutually satisfactory.
Any reimbursement due to EGPC out of the Cost Recovery Petroleum as
a result of reachmmg agreement or of an arbitral award shall be promptly

made n cash to EGPC, plus simple micrest at LIBOR plus two and half

pereent (2.5 %) per annum from the datc on which the disputed amount(s)
would have been paid to EGPC according to Article VII (a) (2) and
Annex "E" of this Agreement (i.e., the date of rendition of the relevant
Cost Recovery Statement) to the date of pavment. The LIBOR rate
applicable shall be the average of the fisure or figures published by the
Financial Times representing the nmud-point of the rates (bid and ask)
applicablc to onc month U.S. Dollars dcposits m the London Interbank
Eurocurrency Market on each fifteenth (15™) day of each month occurring
between the date on which the disputed amount(s) would have been paid
to EGPC and the datc on which 1t 15 scttled.

If thc LIBOR ratc is availablc on any fificenth (15™) day  but is nét

published in the Financial Times n respect of such day for anv reason,
the LIBOR rate chosen shall be that offered by Citibank N A, to other
leading banks m the London Interbank Eurocurrency Market for one
month U.S. Dollar deposits.

If such fiftcenth (15™) day is not a day on which LIBOR ratcs arc quoted

in the London Intcrbank Eurocurrency Markct,

the LIBOR ratc 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 advised CONTRAC]

'OR. of 1ts objection to

any Statement, such Statcment shall be considered

as approved.
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(¢) CONTRACTOR shall supply all funds necessary for its operations 1n the
A.RE. under this Agreement in freelv convertible currency from abroad.
CONTRACTOR shall havc the night to freely purchase Egyptian currency
in the amounts nceessary for its operations in the A RE. from EGPC or
from any bank authonzed by thc GOVERNMENT to conduct forcign

currency exchanges. Priority shall be given to EGPC to purchase the foreign

currencies from CONTRACTOR at the same applicable rate and date as
such currencies may be purchased from the National Bank of Egypt.

(h) EGPC 1s authonzed to advance to CONTRACTOR the Egvptian currency
required for the operations under tlus Agreement agamst receiving from
CONTRACTOR an equvalent amount of U.S. Dollars at the official
National Bank of Egypt rate of ¢xchange, such amount 1 U.S. Dollars shall
bc deposited m an EGPC account abroad with a correspondent bank of the
National Bank of Egypt, Cairo. Withdrawals from said account shall be
used for financing EGPC's and its Affiliated Companies' foreign currency
requirements subject to the approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS =

(2) MANDATORY : o

At the end of the fourth (4™) year after the Effcctive Date hercof, CONTRACTOR

shall relinquish to the GOVERNMENT a total of thirty three percent ( 33 %) of the

original Area on the Effective date not then converted to a Development Lease or

Leases "Area subject to relinquish”. Such relinquishment shall be in a single unit of

whole Exploration Blocks not converted to Development Leases unless otherwise

agreed upon between EGPC and CONTRACTOR so as to enable the relmquishment
requirements to be precisely fulfilled.

Subjcct to the approval of the Minisicr of Pctrolcum. During the next three (3)

yvcars Exploration period, CONTRACTOR mayv rctamn the " Arca subject to

rclinquish” mentioned above, CONTRACTOR shall submit at lcast six (6)

months pre-notification to EGPC, including the additional activities to be

undertaken (drilling one well, at least) in the "Area subject to relinquish”,
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during the next three (3) years Exploration period that CONTRACTOR elects
to cxtend beyond the mitial Exploration period , provided that CONTRACTOR
shall submit a statcment of costs and cxpenses of such additional activatics, It 1s
understood that CONTRACTOR 1s commutted to such financial and techmecal
commitments mn addition to the Exploration commitments related to the second
three (3) years Exploration period according to Article 1V (b) ,provisions of
Article 1V of this Agreement shall be apphicd ., CONTRACTOR shall submit g
Icttcr of guarantce with an cqual amount to the costs of such additional activitics
in the form specified in Annex (c) of this Agreement, and shall also pay an
unrecoverable bonus for retaining "the Area subject to relinquish”.

Without prejudice to Articles 1T and XXIII and the last three paragraphs of this
Article V (a), at the end of the seventh (7™) year of the Exploration period,
CONTRACTOR shall relinquish the remainder of the Arca not then converted
to Development Leases.

It 1s understood that at the time of any relinquishment the areas to be converted
into Development Leases and which are submitted to the Minister of Petroleum
for his approval according to Article Il (d) shall, subject to such approval, be
dcemed converted to Development Leascs.

CONTRACTOR shall not be required to rclinquish any  Exploration Block or
Blocks on which a Commgcrcial O1l or Gas Wcll 1s discovered before the period
of time referred to 1 Article III (c) given to CONTRACTOR to determine
whether such Well 1s a Commercial Discovery worthy of Development or to
relinquish an Exploration Block i respect of which a notice of Commercial

(Gas Discovery has been grven to EGPC subject to EGPC's right to agree on the

cxastence of a Commgercial Discovery pursuant to Article 11T (¢), and wiathout

prejudice to the requirements of Article I1I (e).

In the event at the end of the mitial Exploration period or the successive
extension of the mitial Exploration period, a well 1s actuallv drilling or testing,
CONTRACTOR shall be allowed up to six (6) months to enable it to discover a
Commgcreial O1l or Gas Wcll or to cstablish a Commcercial Discovery, as the casc
mayv be. However. any such extension of up to six (6) months shall reduce the

length of the next succeeding Exploration period. as applicable. by that amount.
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(b) VOLUNTARY:

CONTRACTOR may. voluntarly, duning anyv penod relinquish all or any part
of the Area in whole Exploration Blocks or parts of Exploration Blocks
provided that at the tmme of such voluntary relinquishment its Exploration
obligations under Article IV (b) have been satisfied for such penod.

Any relinquishments hereunder shall be credited toward the mandatory
provisions of Article V (a) above.

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

At the time of relinquishment of all or any part of the Concession Area .
CONTRACTOR shall undertake and be committed to restore the Area as it was
by the time CONTRACTOR had received 1t. by removing , for example but

not lmited to , marne platforms . wells . pipelines etc. , or m a condition

demanded by EGPC upon relinquishment .
ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY
(a) On Commgcrcial Discovery, EGPC and CONTRACTOR may form m the
A.R.E. an opcrating company pursuant to Articlc VI (b) and Anncx "D"
(hcremafter referred to as "Opcerating Company”) which company shall be
namcd by mutual agrecement between EGPC and CONTRACTOR and such
name shall be subject to the approval of the Mimisicr of Pctrolcum. Said
company shall b¢ privatc scctor company, i which EGPC and
CONTRACTOR cach contributc by fifty percent (50%). Opcrating
Company shall b¢ subjeet to the laws and regulations 1n forcee in the A R.E.
to the cxtent that such laws and rcgulations arc not inconsistent with the

provisions of this Agreement or the Charter of Operating Company.
Howcver, Opcrating Company and CONTRACTOR shall, for the purposc
of this Agrcement, be exemptced from the following laws and rcgulations as

now or hercafter amendced or substituted:
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- Law No. 48 of 1978. on the emplovee reculations of public sector
companies,

- Law No. 159 of 1981, promulgating the law on joint stock companics,
partncrship himited by sharcs and limited hiability companics;

- Law No. 97 of 1983 promulgating the law concermning public sector
organizations and companies;

- Law No. 203 of 1991 promulgatmg thc law on public busincss scctor
companics; and

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

(b) The Charter of Operating Company 1s hercto attached as Annex "D". Within
nincty (90) days after the date of the Minister's of Petrolecum approval of a
Development Lease for O1l or Gas (unless otherwise agreed upon bv EGPC
and CONTRACTOR), the Charter shall take effect and Operating Company
shall automatically come into ¢xastence without any further proccdurcs. The
Exploration Advisory Committce shall be dissolved forthwith upon the
coming mto existence of the Operating Company.

(¢) Ninety (90) davs after the date Operating Company comes into existence In
accordance with paragraph (b) abovc, it shall preparc a Work Program and
Budgct for further Exploration and Development for the remainder of the
vear in which the Commcrcial Discovery 1s made; and not later than four
(4) months before the end of the current Financial Year (or such other date
as may be agreed upon by EGPC and CONTRACTOR) and four (4) months
preceding the commencement of each succeeding Financial Year thereafier
(or such other datc as may be agreed upon by EGPC and CONTRACTOR),
Operating Company shall prepare an annual Production Schedule, Work
Program and Budget for further Exploration and Development for the
succeeding Financial Year. The Production Schedule, Work Program and

Budgct shall be submuttcd to the Board of Darcctors for approval.

(d) Not later than the twentieth (20™) day of each month, Operating Company
shall furnish to CONTRACTOR a written estimate of 1ts total cash
requirements for expenditure for the first halt and the second half of the
succceding month ¢xpressed mn U.S. Dollars having rcgard to the approved
Budget. Such estimate shall take into consideration any cash expected to be
on hand at month end.
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Payvment for the appropnate period of such month shall be made to the
correspondent bank designated in paragraph (e) below on the first (1%) day
and fifteenth (15") dav respectively, or the next following business day, if
such day 1s not a business day.

(¢) Opcrating Company 15 authonzed to keep at 1ts own disposal abroad 1in an

account opcned with a correspondent bank of the National Bank of Egypt,
Cairo. the foreien funds advanced by CONTRACTOR. Withdrawals from
said account shall be used for pavment for goods and services acquired
abroad and for transferring to a local bank in the A R.E. the required amount
to meet the expenditures in Egyptian Pounds for Operating Company in
conngction with 1ts activities under this Agreement.
Within sixty (60) days after the ¢cnd of cach Fmancial Ycar, Opcrating
Company shall submit to the appropriate cxchange control authoritics n the
A.R.E. a statcment, duly certificd by a recogmzed firm of auditors, showing
the funds credited to that account. the disbursements made out of that
account and the balance outstanding at the end of the Year.

(f) If and for as long during the period of production operations there exists an
excess capacity in facilities which cannot during the period of such excess be
uscd by the Opcerating Company, EGPC shall have the night to usc the ¢xcess
capacity if 1t so decsircs without any financial or opcrational disadvantage to
thc CONTRACTOR or the Opcrating Company.

ARTICLE VIl
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) Cost Recovery Petroleum:
Subject to the auditing provisions under this Agreement, CONTRACTOR
shall recover quarterly all costs, expenses and expenditures in respect of all
the Exploration, Development and related operations under this Agreement
and which wcre approved by EGPC to the cxtent and out of  thirty five
pcreent (35%) of all Petrolcum produced and saved from all Development
Leases within the Area hereunder and not used m Petroleum operations.

Such Petroleum 1s heremafter referred to as "Cost Recovery Petroleum”.

For the purpose of determuiming the classification of all costs, expenses

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

. "Exploration Expenditures" shall mean all costs and expenses for
Exploration and th¢ rclated portion of mdircct cxpenses and
overheads.
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2. "Development Expenditures” shall mean all costs and expenses for
Development (with the cxception of Opcrating Expenscs) and the
related portion of indirect expenses and overheads.

"Operating Expenses” shall mean all costs. expenses and

.

cxpenditures made after mitial Commercial Production, which costs,
expenses and expenditures are not normally depreciable.

However, Operating Expenses shall include work over, repair and mamtenance

of assets but shall not include any of the following: sidetracking, re-drilling and

changing of the status of a well. permanenmt abandonment of a well.

repl

mayj

accment of asscts or part of an assct, additions, improvements, rencwals or

or overhauling,

Ex

ploration Expendrtures. Development Expenditures and Operating Expenses

shall be rccovered from Cost Recovery Petrolcum 1n the followmg manner:-

(1)

(1)

“Exploration Expenditures”, including those  accumulated prior to the
commencement of mitial Commercial Production, which for the purposes of
this Agrcement shall mean the datc on which the first rcgular shipment of
Crude O1l or the first deliveries of Gas are made ., shall be recoverable at the
rate of twenty five percent ( 25 %) per annum starting erther m the Tax Year in
which such expenditures are imcurred and paid or the Tax Year in which nrtial
Commcreial Production commences, whichever 1s the later date.

“Development  Expenditures™, including those accumulated prior to the
commencement of mitial Commercial Production which for the purposes of
this Agrcement shall mean the datc on wliuch the first rcgular shipment of
Crude Ol or the first deliveries of (Gas are made, shall be recoverable at
the rate of twenty five percent ( 25 %) per anmnum starting erther m the Tax
Ycar m which such cxpenditures arc mcurred and paid or the Tax Ycar m
which mrtial Commercial Production commences, whichever is the later date.

(m) “Operating Expenses”. ncurred and paid after the date of imtial

Commgereial Production, which for the purposcs of this Agrcement shall
mean the date on which the first regular shipment of Crude O1l or the first
deliveries of Gas are made. shall be recoverable either in the Tax Year in
which such costs and expenses are incurred and paid or the Tax Year

which 1mmitial Commercial Production occurs, whichever 1s the later date.



Y‘\VMM‘J\&(}))J&‘H\ JJ:_“—R*MJJ‘EJJHJA“

&

o Clig padll o CadlCill culS o A e Al A G 13 -8
(V)5 (Y)s (V) ot sdll 2&al Congar Laha jial cond gl coliin)
o Al laala Y Jas sl ol ¢ Ay pall Al ok
Ay o W e QeI bt o L A Ay el o gl
O oliall Aol AELEY) o3 oLy aan Jls 4l

¢ Wla Lall Ladl e¥aedd Jo ol ¢ ilig paall g canlll ol il -2
¢ Y mag (A S ol Ay Lol Aa ) 8 e #5350
Ao a8 Laol il S5 Y by DU ALE i g yeney CallSs 4 ol
caaly ol Al a8 laaka Y s s ca 35l i) Lad (uea

JOLA saaa (Olas _gi ) I\ eI :*.j ke Yo% 2l PRICIOY -1
Leald ¢ ABLEYY aagn o) gl ) 3V 5 588 e O gi (€) b LA
On Aaliall el aggin ao ) & pdll jlae Jde Lol 5 s
Ayl Al ONA 8 Al oy e Yoy o) IWY Al 5
;:.Lg:u‘}ir\ EJ"-'JE ‘éj;_g calaestl ala LHE i._‘urj_"n_g Salas LfFM

5yl g dmball 3alall e (F) (1) 58 4 ade (o geaie sa Lo o liiuly (V)

Miayg e doasy o 4l @ay Jyall gli ¢ Al salall e (V) (2)

() 5 Aagid) 3alal Wiy 3aaaal Bl Adh oyl s e Jguanll

) ) Gl s Gamial Js ) JS ded 35 Lavie
Adedl il s Gl e (Al 35U e (z) B L3 saad
S Lol i Ly 3 Al oy g8 Ll find pee el s ol s ALGD
Dol o b3 5 ol (£) (1) (1) Rusad 3l e
A ol Gy il g gl anel LS 33 Y il
Al & e daad Jlially (FAC) Alall 8 aildiy dad Al
saadadl Jslt 8 sl 3l &l e A5l J5lal aday g (XY )
alall 8 lede (o panall 33y plally @lld g lads (V) W caallll oha Y
Gy e (Y) Uy (a) Galdl i a)sl quuladl Al e dag )l

(%) (\) doobadt salald



VA

VoV A et b A (8 (9) S VY anall - e I 5y i

(1v) To the extent that, m a Tax Year, costs, expenses or expenditures recoverable

per paragraphs (1), (1) and (m) preceding, exceed the value of all Cost
Recovery Petroleum for such Tax Year, the excess shall be camed forward for

recovery mm the next succeeding Tax Year(s) until fully recovered, but m no

case after the termination of this Agreement, as to CONTRACTOR.

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

shall be allocated to each quarter proportionately (one fourth to each
quarter). However, any recoverable costs and expenses not recovered
one¢ quarter as thus allocated, shall be carned forward for recovery m the

next quarter.

(vi) Any new 1nvestments or costs during the last four (4) vears from the

(2)

obligation period stated 1n tlus Agreement shall be excluded from item 1-
and 2- above. and shall be recoverable proportionately over the remaimng
avallable quarters of the Concession Agreement period starting from the
quarter 1n which such costs are mcurred and paid dunng the Tax Year. and
t1ll the end date. |

Except as provided in Article VII (a) (3) and Article VIL (e) (1), .
CONTRACTOR shall cach quartcr be entitled to take and own all Cost

Reccovery Petrolcum, which shall be taken and disposed of in the manner

determined pursuant to Article VII (¢). To the cxtent that the valuc of
all Cost Rccovery Petrolcum [as determined 1in Article VI (¢)] exceeds
th¢ actual rccoverable costs and cxpenditures, meluding any carry forward

under Article VII (a) (1) (1v), to be rccovered m that quarter, then the

valuc of Exccss Cost Recovery Petrolcum shall be shared between EGPC
and CONTRACTOR 1 accordancce with the followmg percentages
EGPC cighty five pereent (83%) and CONTRACTOR fificen pereent
(15%), the valuc of such Excess Cost Recovery Petrolcum shall be paid
by CONTRACTOR to EGPC cither (1) in cash in the manncr sct forth in
Article IV of the Accounting Procedure contamcd m Anncx "E" or (1) mn

kind m accordancc with Article VII (a) (3).



VoWV A eane b A L3 (5) o8 TV aaadl - Apan Jl3ay adl VY

obas o Al oy Legy (3+) Opmeily doeps A JS s J8 (Y1)
i Ll daw Gl o ¢ Jgall ala g SUS lad) Caa ga
Na i pawdall Jeyill aili o (A el) Al 8 Al
" Al e AN il S slaudl Bag L Lue Call
25 W b e iy o a) adid Al o) gl el adals
iad o diw ao) gl 4 lie Al o2l D) alall i ds
il sl Dad dsalal) Gl S il Gaadad) Al oyl
135 ¢ Gl At ao) JSA Adkiadl (e 30 ke ddeay Jgliall 4
Ja il (ailh e Lie lnad dlaw @ 3 Al Gladud 8
Sulh Ol s 88 Ll da pall aie CadlSal aba Sl Gausall
Jaii aday LAY Vi
: Ly aluddl ()
Vgl G ael Jy Al e Atadl (£ 70 ) AL ey dasd (V)
Al Auadl Wi gy < ald jed e (Jglial
(&) 38N Aaglud) salell Wik Lead iyl g Apai®) olli 335
D (i gy Bugie ) 1 aldl) cyjl -

A g il ol leell B andfis b o305 AAUYY Sha | ol 4 Jadinal g ool AlAH i S Al A e
((osin s bongio) (/) am JS )y Jra | e Sial Y e

L
S gl Yo [ gfmvenens g B8 ot sa il gl e 8 | pohe ¢ e by

- " r'.' 1 7 - i § " - .IIII i b . [ L
,‘-‘}L--—.‘ 5l e et g ] ﬁ'i.-_.r-u—».-ﬁig 43Lm-1{ jl._r__.l:l_u.” L:?fl.__ =R
-_'Sﬂf"'..—lTai." h.:;'fl';-‘-l “‘."‘:'*' -...";fr"—' '1l
Y . Y . Y . s . " . - . -t . - . " . "y .

Dol | Al | JpAd | g | A | Rl | JpRd | ad | G| 2
i | = | r— | i | i | i | Fe— | A= | i | i

Y A, s XY, . YA, Yi . ¥4, . Yi oo Vo s YE . Yo, o | s g ji cw i
el s E
TI k F'IIH"!" TT!I '\"Ifllilll TEII I‘,'J'.".ll TE!E ‘flﬂ'!:-" TEII '!,-'E't .-I'.:;.j:'E'I n.b a1 I.;'::.i

-

§ O By G
O LR TP
4,2 A2 v, YA, e vv,e Vi, e Ti, Ve vi,e V2,0 | Nt Geee 5
: 1 o

LI, N PN SR
oo eh M il

YAYE | ALYe | Yuve | va,ve | Yrve | wY,Ye | Yvove | wave | YYNe | viYe | Nehe e

1
[ L ot

ot b D Bl S sl
S St

. ¥v,8 | YA2 | YY,e | YA | oYY, | vy Ah S Mt

TA
-
rx

Y

T

AT,

A

Y9,




VE Y VY R e f A L (g) LS T sl - Asen M sy 5l

(3) Nincty (90) days prior to the commencement of cach Calendar Year EGPC
shall bc enftitled to clect by notice 1 writing to CONTRACTOR to requare
payment of up to one hundred percent (100%) of EGPC's share of Excess
Cost Recovery Petroleum in kind. Such payment will be in Crude Oil from
the Area F.O.B. export terminal or other agreed delivery point provided that
the amount of Crude Oil taken by EGPC m kind 1n a quarter shall not
cxceed the value of Cost Recovery Crude Oil actually taken and scparatcly
disposed of by CONTRACTOR from the Arca during the previous quarter.
It EGPC's entitlement to receive payment of its share of Excess Cost
Recovery Petroleum in kind 1s limited by the foregoing provision, the
balance of such entitlement shall be paid in cash.

(b) Production Sharing :

(1) Thc remaming sixty five pereent (65%) of Petrolcum shall be divided
between EGPC and CONTRACTOR based on Brent price and
according to the following shares:

Such shares shall be taken and disposed of pursuant to Article VII {(¢) .
(1) Crude O1l (Quarterly Average ) :

Crude Oil produced and saved under this Agrecment and not used in Petroleum operations, |
Barrel of Ot Per Day (BOPD) (quartetly average)
Brent Price More than More than FMDI‘E than
USH/bbi Less than or 5,000 BOPD 10000 BOPD | 15,000 BOPD More tfein
equalto 5000 | andlessthanor | and less than or | and less than ar 35 000 BOPD
BOPD equal 1o 10.000 | equal lo 13,000 | equal to 25000 ’ |
BOPD BOPD BOPD
EGPC | Cont. | EGPC | Conl. | EGPC | Cont. | EGPC | Conl. | EGPC | Coni
% %% % o % % “a % “a %%
f.css than or 75.0 25 755 | 243 | 760 24 78.0 22 0.0 20
equal ta 40 TUSSH -
More than 40 730 23 735 245 76,0 24 78.0 22 80.0 20
US$ and less |
han or equal to
a0 USY . N
More than 6() 75.5 24.5 76.0 240 165 | 235 785 21,5 80,3 19.5
1SS and kess .
Lhan or equal to
w0 LSS .
Morc than 80 7625 | 2375 | 1675 [ 2325 | 1125 | 2275 | 925 | 2075 | 8125 | 1875
5% and less
(han or equal io
10O USE .
Marg than 100 775 | 225 0 7RO | 220 | RS | 215 | 805 195 | %23 17.5
LSS
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() Gas &LPG (Quarterly Average):

Gas and LPG produccd and saved under this Agrcement and not uscd
Petroleum operations (Standard Cubic Feet of Gas Per Day (SCFD) (quarterly
avcrage) divided between EGPC and CONTRACTOR.

EGPC % Contractor %
Less than 25 MMSCF/Day Seventy five percent Twenty five percent
(75%) (25%)
Fqual to 25 and less than 50 Seventy five percent Twenty five percent
MMSCF/Dav (75%) (25%)
Eqgual o 50 and Icss than 100 Scventy five pereent Tweniy five percent
MMSCF/Day (75%) (25%)
Egual to 100 and lcss than 125 Scventy scven pereent Twcnty thrce pereent
MMSCE/Day (77%) (23%)
Equal 125 MMSCF/Day and above Seventy nine percent Twenty one percent -
{79%) (21%)

(2) After the end of each contractual vear during the term of any Gas Sales

Agreement  centered  mto  pursuant to  Article VII (¢), EGPC and
CONTRACTOR (as sellers) shall render to EGPC or EGAS (as buver) a
statement for an amount of Gas, if anv . equal to the amount by which the
quantity of Gas of which EGPC or EGAS (as buycr) has taken dehivery falls
below seventy five percent (75%) of the Contract quantities of Gas as
established by the applicable Gas Sales Agreement (the "Shortfall"). provided
the Gas 1s availablc. Withm sixty (60) days of rceccipt of the statcment, EGPC
or EGAS (as buver) shall pay EGPC and CONTRACTOR (as sellers) for the
amount of the Shortfall, if any. The Shortfall shall be mcluded m EGPC's and
CONTRACTOR's cntitlcment to Gas pursuant to Article VII (a) and Article
VII (b) in the fourth (4™ quarter of such contractual vear.
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Quantities of Gas not taken but to be paid for shall be recorded 1n a separate
“Takc-or-Pay Account =, Quantiics of Gas ("Makc Up Gas") which are
delivered in subsequent years in excess of seventy five percent (75%) of the
contract quantities of Gas as established by the applicable Gas Sales
Agrcement, shall be sct against and rcduce quantitics of Gas m the “Take-
or-Pay™ account to the extent thereof and, to that extent, no payment shall
be due 1n respect of such Gas. Such Make Up Gas shall not be mncluded 1n
CONTRACTOR's cntitlement to Gas pursuant to Article VII (a) and (b).
CONTRACTOR shall have no rights to such Make Up Gas.

If at the end of any Contractual vear, EGPC and CONTRACTOR (as
scllers) fail to deliver seventy five percent (759%) of the annual contract

quantity of Gas as defined in the Gas Sales Agreement with EGPC or

EGAS (as buver). the difference between seventy five percent (75%) of the
annual Contract quantity of Gas and the actual Gas quantity delivercd shall
be referred to as the “Deliver- or - Pay Shortfall Gas™. EGPC or EGAS (as

buver) shall have the night to take a quantity of Gas equal to Delix-’er-or-.-Pa}?.
the Shortfall Gas and such quantity of Gas shall be priced at ninety percent
(90%) of the Gas price as defined mn the Gas Sales Agreement .The
mcchanism for the Dchiver-or-Pay concept will be determined in the Gas

Sales Agreement .

The percentages set forth in Article VII (a) and (b) in respect of LPG
produccd from a plant constructed and opcrated by or on bchalf of EGPC
and CONTRACTOR shall apply to all LPG available for delivery.
(¢) Valuation of Petrolenm:
(1) Crude Oil: R
(1) The Cost Recovery Crude Oil to which CONTRACTOR s entitled
hereunder shall be valued by EGPC and CONTRACTOR at "Market

Price"” for cach calecndar quartcr.
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(1) "Market Price” shall mean the weighted average prices realized from
salcs by EGPC or CONTRACTOR durmg the quarter, whichever 1s
higher, provided that the sales to be used 1n arriving at the weighted
average(s) shall be sales of comparable quantitiecs on comparable
credit terms m freely convertible currency from F.O.B. point of
export sales to non-affiliated companies at arm's length under all
Crude O1l salcs contracts then in cffcct, but cxcluding Crudc O1l salcs
contracts mvolving barter, and
(1) Sales. whether direct or indirect, through brokers or otherwise,

of EGPC or CONTRACTOR to any Affihated Company.

(2) Sales involving a quid pro quo other than payment in a freely

convertible currency or motivated in whole or in part by
considcrations other than the usual cconomic inccntives for
commercial arm's length Crude O1l sales.

(m) It 1s understood that m the case of “C.ILF.” sales, appropnate
deductions shall be made for transport and msurance charges to
calculate the F.O.B. pomt of export price; and always taking into
account the appropriate adjustment for quality of Crude Onl, ficight
advantagc or disadvantage of port of leading and other appropnatc
adjustments. Market Price shall be determined scparatcly for cach
Crude O1l or Crude O1l mux, and for each port of loading.

(1v) If duning anv calendar quarter, there are no such sales bv EGPC
and/or CONTRACTOR under the Crude Onl sales contracts in
effect, EGPC and CONTRACTOR shall mutually agree upon the
Market Price of the barrel of Crude Oil to be used for such quarter,
and shall be guided bv all relevant and available evidence including
current prices in freely convertible currency of leading Crude Oils
produced by major O1l producing countries (in the Arabian Gulf or
the Mediterranean Area), which are regularly sold in the open
markct according to actual salcs contracts tcrms but cxcluding

paper sales and sales promises where no Crude i1l 1s delivered.

.

fected under such terms

to the extent that such sales are e
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(v)

™

crent from

and conditions (cxcluding the price) not significantly di
those under which the Crude Oil to be valued, was sold. and always
taking mto consideration appropnate adjustments for Crude Ol
quality, freight advantage or disadvantage of port of loading and
othcr appropriate adjustments, as the casc may be, for diffcrences 1n
gravity, sulphur, and othcr factors gencrally recognized by scllers and
purchasers. as reflected i Crude prnices, transportation ninety (90)
davs insurance premiums, unusual fees borne bv the seller, and for
credit terms 1n excess of sixty (60) days, and the cost of loans or
guarantees granted for the benefit of the scllers at prevailling mterest
rates.

It 1s the mtent of the Partics that the valuc of the Cost Recovery Crudc
Onl shall reflect the prevanhing market price for such Crude Oul.

If cithcr EGPC or CONTRACTOR considers that the Markcet Price as
determingd under sub-paragraph (i) above docs not reflect the
prevailing Market Price or in the event EGPC and CONTRACTOR

fail to agree on Market Price for any Crude Oil produced under this -
Agreement for any quarter within fifteen (15) days after the end -

thereof, any party may elect at anv tume thereafter to submit to a
single arbitrator the question, what single price per Barrel, in the
arbitrator's judgment, best represents for the pertinent quarter the
Market Price for the Crude O1l in question. The arbitrator shall make
his determmation as soon as possible followmg the quarter m question.
His dctcrmination shall be final and binding upon all the partics. The
arbitrator shall be sclected in the manncr described below.

In the event EGPC and CONTRACTOR fail to agree on the arbitrator
within thirty (30) days from the date any party notifies the other that 1t
has decided to submit the determmation of the Market Price to an
arbitrator, such arbitrator shall be chosen by the appomting authonty
designatcd m accordance with Articlc XXIV (¢), or such other
appointing authonty with aceess to such cxpertise as may be agreed to
between EGPC and CONTRACTOR, with regard to the qualifications
for arbitrators set forth below, upon written application of one or both
of EGPC and CONTRACTOR. Copy of such application bv one of

them shall be promptly sent to the other.
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The arbrtrator shall bc as ncarly as possible a person with an
¢stabhshed reputation in the micrnational Petrolcum mdustry as an
expert in pricing and marketing Crude O1l in international commerce.
The arbitrator shall not be a citizen of a country which does not have
diplomatic relations with both the ARE. and the nationality of
CONTRACTOR. He mav not be, at the time of selection, emploved
by, or an arbitrator or consultant on a contmuing or frequent basis to,
the Amcrican Petrolcum  Institute, the Orgamzation of the Petrolcum
Exporting Countries or the Organization of Arab Petroleum Exporting
Countries, or a consultant on a continuing basis to EGPC,
CONTRACTOR or an Affillated Companvy of either, but past

occasional consultation with such compames, with other petroleum

companics, governmental agencics or  orgamizations shall not be a
ground for disqualification. Hc may not have been, at any time during
the two (2) vears before selection, an employvee of any Petroleum
company or of any governmental agency or organization,

Should a selected person decline or be unable to serve as arbitrator
or should the position of arbitrator fall vacant prior to the decision
callcd for, anothcr person shall be chosen in the same manncr
provided in this paragraph. EGPC and CONTRACTOR shall sharc
equally the expenses of the arbitrator.

The arbitrator shall make his determunation m accordance with the
provisions of this paragraph, bascd on the best cvidenee available to
him. Hc will revicew il salcs contracts as wcell as other sales data
and information but shall be free to evaluate the extent to which any
contracts, data or information is substantiated or pertinent.
Representatives of EGPC and CONTRACTOR shall have the rnght
to consult with the arbitrator and furmish him written matenals
provided the arbitrator mayv imposc rcasonable Iimitations on this
right. EGPC and CONTRACTOR cach shall coopcratc with the
arbitrator to the tullest extent and each shall insure such cooperation
of 1ts trading companies. The arbitrator shall be provided access to
Crude Oil sales contracts and related data and mformation which
EGPC and CONTRACTOR or their trading companies are able to
make¢ available and which m the judgment of the arbitrator might
aid the arbitrator in making a valid determination.



Y*\VMM‘J\&(j)JJ&Y\ Jdﬂ‘—zqﬂ,nu)]\ﬁiﬂ);ﬂ A¢

A Gl Dl Ay e ade S8l @ gl g Gl ey — T
O Gl e Lle SV g L) Eie sy iedd) Al
Ala iy - aSadll D juar yuad) @l i cpad o Jslialy i)
¢ Jandl ) el G 5 lud Jslia) o Agll e ol ilaad 13 L
ady asld ¢ Balall diud) 2= A oalal) " gl e ¢ Al Ada
apy 328l ae JAY) Caphall o b8 3 jLeall Ali ja8 sy
(£Y ,0) Llall 3 Chuais ol 4 Bliae ol s galad e
Ao e @llig ¢ (5) ALl bl i oasdd) il Lo Ui
i lede gl Al 5 il slaw 4@ Bana olS
Al A 8
: (LPG) Jluad) Jg a0 jl& g jlah (¥)
oaaddl Ll jew e Jglially ulad o Al o SlEW S -
cdag of o Aol il e g oo ) Sl g Cadflaal oty iy
A ddbiall (Jhgad Jidg o lanl SLESY) aay Gh.ah (3 gl «u.,.d\
g & piaa ad glall FLY) NLudl) e e L . dasi (a8c) aie
Sad il el s
o yinl dalall (LPG) Jlualt Jsmll 3le Gaas saa o af —Y
el Al pray abmds A wﬂf Jama (o dndiall 2y, cadlsall
dinall aie lisally lgoll Al @iy ¢ legie Al o Jslially
Ualeall iy ¢ 80N (LPG) Jlaadl J5idt 5l Jeme zotal
(el GO e Jlaall p died) @dm Al La fda) Aul
J sl =saqe
P S,
Uivsa 3 goay faang) (LPG) Jlaalt Jg il & saw=a 0§
Lagia (gt o JO (bgdly gLl dually
3.159.‘;.;}]\ 3aiall tblg_‘h'gﬂ QUY;-U
Ll ) (i annll il ARl Sl 91 ansgie = 5
SHo¥ 0 ¢ g e Ol S el B8 gae e Laall
a JoA lee 9a Lo Cown 2K 0! saniall Y Gl
oLl Al 5l s Sl o ) DU e 8 A el
Cled giae A () ABLY jeb ala Ugall
o giall jaall e Ex-Ref /Stor s jSall (Jalea



AS YN A e b A L8 () HSe 1Y daedl - Apau Il 3y i

(vi) Pending Market Price agreement by EGPC and CONTRACTOR
or determunation by the arbitrator, as applicable, the Market Price
agrced for the quarter preceding the quarter in qucestion shall
remain  tcmporarilly m ctfect.  In the ¢vent cither EGPC or
CONTRACTOR should mcur a loss by virtuc of the tcmporary
continuation of the Market Price of the previous quarter, 1t shall
promptly be reimbursed such loss bv the other party plus simple
interest at the LIBOR plus two and one - half percent (2.5%) per
annumm rate provided for in Article IV (f) from the date on which
the disputed amount(s) should have been paid to the date of
pavment.

(2) Gas and LPG :

(1) The Cost Recovery, Production Sharmg and Excess Cost Recovery |, if
any, (as Pnicc for local markct will be agreed upon between
CONTRACTOR and EGPC or EGAS after the Commercial Discovery
and before converting an area to a Development Lease(s). Production
Sharing Gas Price for export will be valued at Netback Price.

(11) The Cost Recovery and Production Sharcs of (LPG) produced from
a plant constructcd and opcrated by or on bchalt of EGPC and
CONTRACTOR shall be scparatcly valucd for Propanc and Butanc
at the outlet of such LPG plant according to the following formula
(unless otherwise agreed between EGPC and CONTRACTOR):
PLPG =095PR
Where :

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

PR = Thc awcrage owver a period of a month of the figurcs
representing the mud-pont between the high and low prices
in U.S. Dollars per metric ton  quoted mn "Platt’'s LPGaswirc”
during such month for Propane and Butane FOB Ex-
Ref/Stor. West Mediterranean.
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In the event that "Platt's LPGaswire" 1s 1ssued on certain days
durmg a month but not on othcrs, the valuc of (PR) shall be
calculated using only those 1ssues which are published during such
month. In the¢ c¢vent  that the value of (PR) cannot be determined
because "Platt's LPGaswire” 15 not published at all duning a month,
EGPC and CONTRACTOR shall mcct and agree to the valuc of
(PR) by reference to other published sources. In the event that there
arc no such othcr publhished sources or if the valuc of (PR) cannot
be determined pursuant to the foregomg for any other reason .
EGPC and CONTRACTOR shall mect and agree the valuc of (PR)
bv reference to the value of LPG (Propane and Butane) delivered
FOB from thc Mcditcrrancan Arca.

Such valuation of LPG 15 based upon deliverv at the delivery pomnt
speeificd m Article VII (¢) (2) (1),

(11) The prices of Gas and LPG so calculated shall apply during the
samc montl.

(1v) The Cost Recovery and Production Shares of Gas and LPG disposed
of by EGPC and CONTRACTOR othcr than to EGPC or EGAS
shall b¢ valucd pursuant to Article VII ().

(d) Forecasts: |
Opcrating Company shall preparc (not less than nincty (90) days prior to the

beginning of each calendar semester following first regular production) and
furnish in writing to CONTRACTOR and EGPC a forccast sctiing out a
total quantity of Petroleum that Operating Company estimates can be
produccd, saved and transported hercunder during such calendar semester 1n
accordance with good O1l and Gas industry practices.

Opcrating Company shall c¢ndcavor to produce cach calendar semester the
forecast quantity. The Crude Oil shall be run to storage tanks or offshore
loadmg facilitics constructcd, mamtaincd and opcrated according (o
GOVERNMENT Regulations, by Operating Company in which said Crude
Onl shall bc mctered or otherwise measurcd for rovalty, and other purposcs
required by this Agreement. Gas shall be handled by Operating Company in
accordancc with the provisions of Article VII (¢).
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(e) Disposition of Petroleum:

(1) EGPC and CONTRACTOR shall have the rnight and the obligation to
separately take and freely export or otherwise dispose of, currently all of
the Crude il to which each 18 entitled under Article VII (a) and (b).
Subject to payment of sums due to EGPC under Article VII (a) (2) and
Article IX, CONTRACTOR shall have the nght to remit and retain
abroad all funds acquircd by 1t including the procceds from the salc of its
sharc of Pctrolcum.
Notwithstanding anything to the contrary under this Agreement, priority

shall be given to meet the requirements of the A.R.E. market from
CONTRACTOR's share under Article VII ( b ) of the Crude Ozl produced
from the Area and EGPC shall have the preferential nght to purchase such
Crudc O1l at a price to be determined pursuant to Arficle VII (¢ ) . The
amount of Crudc O1l so purchascd shall be a portion of CONTRACTOR's
share under Article VII (b). Such amount shall be proportional to
CONTRACTOR's share of the total production of Crude Oil from the
concession areas 1n the A.R.E. that are also subject to EGPC's preferential

right to purchase. The payvment for such purchased amount shall be made
by EGPC m U.S. Dollars or m any other frecly convertible currency
rcmittablc by CONTRACTOR abroad.

It 1s agreed upon that EGPC shall notify CONTRACTOR. at least forty-five
(45) days prnior to the begmmmg of the Calendar Semester, of the amount to
be¢ purchascd during such scmester undcr this Article VII (¢) (1).

(2) With respect to Gas and LPG produced from the Arca:
(1) Prionty shall be given to meet the requirements of the local market as

determined by EGPC, taking into consideration the following cases:-

- In case CONTRACTOR celects to dispose all or part of 1ts share of
Production Shanng Gas and Excess Cost Recovery Gas, if anv, by
itsclf to local markct, CONTRACTOR shall submit an apphcation to
EGPC to obtam th¢ compcetent authontics™ approval i A RE. on the
(as quantities, price and Gas Sales Agreement of such Gas, provided
that CONTRACTOR shall pay the Rovalty and Egyptian Income Tax
m respect of such Gas m accordance with Article I1I hereunder.
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- In

casc EGPC/EGAS or EGPC/EGAS and CONTRACTOR cxport

Gas or LPG jomtly, thcy should obtam the A.R.E. compctent
authorities™ approval on the price and quantities allocated for export.

(1) In the event that EGPC or EGAS i1s to be the buver of Gas, the
disposition of (Gas to the local markets as mdicated above shall be

bv

virtue of long term Gas Sales Agreements to be entered into

between EGPC and CONTRACTOR (as scllers) and EGPC or
EGAS (as buver).

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

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

for salcs, royalty, and othcr purposcs requircd by this Agreement:

(a) In the event no LPG plant is constructed to process such Gas, the

(b)

delivery pomnt shall be at the flange connecting the Development
Lease pipeline to the nearest point on the National Gas Pipeline
Grid Svstem as depicted in Annex "F" hercto, or as othcrwise
agreed by EGPC and CONTRACTOR.

In the event an LPG plant is constructed to process such Gas,
such Gas shall, for th¢ purposcs of valuation and salcs, be
metered at the outlet to such LPG  Plant. However,
notwithstanding the fact that the metering shall take place at
the LPG Plant outlet, CONTRACTOR shall through the
Opcrating Company build a pipcline suitablc for transport of the
processed Gas from the LPG Plant outlet to the necarcst point on
the National Gas Pipeline Grid System as depicted in Annex
"F" hereto, or otherwise agreed by EGPC and CONTRACTOR.

Such pipeline shall be owned mm accordance with Article VIII (a)
by EGPC, and 1its cost shall b¢ financcd and rccovercd by
CONTRACTOR as Development Expenditures pursuant to
Article VII.
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(1) EGPC and CONTRACTOR shall consult together to determine
whether to build an LPG plant for recoverning LPG from any Gas
produced hereunder. In the event EGPC and CONTRACTOR
dceide to build such a plant, the plant shall, as 1s appropnate, be n

the vicinity of the point of delivery as determuned 1n Article II and
Article VII (¢) 2 (). The dehvery of LPG for, rovalty and other
purposes required by this Agreement shall be at the outlet of the

LPG plant. The costs of any such LPG plant shall be recoverable in
accordance with the provisions of this Agreement unless the
Minister of Pctrolcum agrees to accclerated recovery.

(1v) EGPC or EGAS (as buyer) shall have the option to elect, by mmnety
(90) days prior wrticn notice to EGPC and CONTRACTOR (as
sellers), whether payment for the Gas which 1s subject to a Gas Sales
Agreement between EGPC and CONTRACTOR (as scllers) and
EGPC or EGAS (as buyver) and LPG produced from a plant
constructcd and opcratcd by or on bchalt of EGPC  and
CONTRACTOR, as valued in accordance with Article VII (c). and to
which CONTRACTOR is cntitled under  the  Cost  Recovery and
Production Sharing provisions of Articlc VIL, of this Agrcement, shall
be made 1) in cash or 2) in kand. |
Payments in cash shall bc made by EGPC or EGAS (as buver) at
intervals provided for in the relevant Gas Sales Agreement in U.S.
Dollars, rcmittablc by CONTRACTOR abroad.

Payments in kind shall be calculated bv converting the value of Gas
and LPG to which CONTRACTOR 1s cnfitled mnto cquivalent
Barrels of Crude Oi1l to be taken concurrently by CONTRACTOR
from the Arca, or to the extent that such Crude Oil 1s msufficient,
Crude Ol tfrom CONTRACTOR's other concession areas or such
othcr arcas as may be agreed. Such Crude Oil shall be added to the
Crude Oil that CONTRACTOR is otherwise entitled to lift under
this Agrcement. Such cquivalent Barrels shall be calculated on the

basis of the provisions of Article VII (¢) relating to the valuation of
Cost Recovery Crude Onl.
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Provided that:
(aa) Pavment of the valuc of Gas and LPG shall always be madc in cash
in U.S. Dollars remittable by CONTRACTOR abroad to the extent

that there 1s msutficient Crude Oil available for conversion as
provided for above.

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

Paymcents to CONTRACTOR (whether n cash or kind), when
related to CONTRACTOR's Cost Recovery Petroleum, shall be
included m CONTRACTOR's Statement of Recovery of Costs

and of Cost Rccovery Petrolcum referred to mn Article IV of
Annex "E" of this Agreement.
(v) Should EGPC or EGAS (as buver) fail to enter into a long-term Gas
Sales Agrocment with EGPC and CONTRACTOR (as scllers)
within four (4) years from the approval date of a Gas Development

Lcase pursuant to Article III, EGPC and CONTRACTOR shall
have the right to take and freely dispose of the quantity of Gas and

LPG 1n respect of which the notice of Commercial Discovery 1s
o1ven by exporting such Gas and LPG | subject to the approval of
the compctent authoritics and in casc EGPC/EGAS is not in need
for such Gas or LP(r to meet the needs of domestic markets.

(v1) The proceeds of sale of CONTRACTOR's share of Gas and LPG
disposcd of pursuant to the above sub-paragraph (v) may be ficcly
remitted or retained abroad by CONTRACTOR,

(vil) In the event EGPC and CONTRACTOR agree to accept new (as
and LPG producers fo join in an ongoing cxport projcct, such

producers shall have to contribute a fair and equitable share of the

nvestment made.
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(vin) (aa) Upon the expiration of the four (4) year period referred to in Article
VII (e) (2) (v), CONTRACTOR shall have the obligation to exert
1ts reasonable efforts to find an export market for Gas reserves.

(bb) In the cvent at the end of the four (4) vear period referred to under
Article VII (¢) (2) (v), CONTRACTOR and EGPC havc not
entered mto a Gas Sales Agreement, CONTRACTOR shall retain
its rights to such Gas reserves for a further period up to two (2)
vears, subject to Article VII (e) (2) (vin) (cc). durmg which period
EGPC shall attempt to find a market for Gas rescrves.

(cc) In the cvent that EGPC and CONTRACTOR. arc not cxporting the
(as and EGPC & CONTRACTOR have not entered into a Gas
Sales Agreement with EGPC / EGAS pursuant to Article VII (e) (2)
prior to the expiry of six (6) vears from the approval date of a Gas

Development Lease, 1t shall be considered that CONTRACTOR

has assigned the Gas rescrves in respect of which such notice has

been grven and CONTRACTOR. does not accept an offer of a Gas
Sales Agreement from EGPC within six (6) months from the date

such offcr 18 made provided that the Gas Sales Agreoment offcered

to CONTRACTOR shall takc mto considcration Gas prices

commensurate with Gas Sales Agreements in the adjacent and/or

comparable Areas m Eeypt m termms of water depth and the

reservorr depth to enable a commercial contract mcluding:

- A sutticient dchivery rate.

- Dclhivery pressure to cnter the National Gas Pipeline Gnd
Svstem at the point of delivery.

- Dehvered Gas quality specifications not more stringent than those
imposed or required for the National Gas Pipeline Gnid System.

- The Gas prices as specificd in the Gas Sales Agreement.,
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(dd) In the event that CONTRACTOR has not entered mto a Gas Sales
Agreement pursuant to Article VII (e) (Z)or otherwise found an

acceptable scheme for commercial disposal of such Gas . at the time of
the expiration of six (6) vears from the approval date of a Gas
Development Lease or failing agreement with EGPC on Gas disposal at
the expiration of six (6) vears , CONTRACTOR shall surrender to EGPC
such Development Lease (s) in which Gas discovery 1s made.

(1x) CONTRACTOR shall not be obligated to surrender a Development
Lease based on a Commercial Gas Discovery. 1f Crude O1l has been
discovered 1n commercial quantities 1in the same Development Lease.

(f) Operations:

If followmmg the reversion to EGPC of any nghts to Crude Oil hereunder,

CONTRACTOR retains nghts to Gas 1n the same Development Lease, or 1f.

followng surrender of nghts to Gas hereunder, CONTRACTOR retains

rights to Crude O1l in the same Development Lease. operations to explore
for or exploit the Petroleum, the rights to which have reverted or been
surrendered (O1l or Gas as the case may be) may only be carned out by

Opcrating Company which shall act on bchalf of EGPC alonc, unlcss

CONTRACTOR and EGPC agrce othcrwisc.

(g) Tanker Scheduling:
At a rcasonablc time prior to the commencement of Commercial Production
EGPC and CONTRACTOR shall mcct and agrec upon a proccdurc for
scheduling tanker iftimg from the agreed upon point of ¢xport.

ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall bcecome the owner of all CONTRACTOR acquired and owned
asscts which asscts were charged (o Cost Recovery by CONTRACTOR 1n
conncction with the opcrations carricd out by CONTRACTOR or Opcrating

Company 1n accordance with the followimng:

(1) Land shall bcecome the property of EGPC as soon as 1t 15 purchased.
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(2) Title to fixed and movable assets shall be transferred automatically and
gradually from CONTRACTOR to EGPC as thev become subject to
recovery m accordance with the provisions of Article VII; however the full

title to fixed and movable assets shall be transferred automatically from
CONTRACTOR to EGPC when its total cost has been recovered by

CONTRACTOR m accordance with the provisions of Article VII or at the

time of termunation of this Acreement with respect to all assets chargeable
to the operations whether recovered or not. whichever first occurs.

The book value of the assets created during each calendar quarter shall

be communicated by CONTRACTOR to EGPC or bv Operating
Company to EGPC and CONTRACTOR within thirty (30) days of the
end of each quarter.

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

(b) Durmg the term of this Agreement and the renewal penod EGPC,
CONTRACTOR. and Operatng Companv are entitled to the full use and
enjoyment of all fixed and movable assets referred to above i connection with
opcrations hercunder or under any other Petrolcum  concession  agreemcent
cntered nto by the Partics. Proper accounting adjustment shall be madc.
CONTRACTOR and EGPC shall not disposc of the samc cxcept with
agrcement of the other,

(c) CONTRACTOR and Opcrating Company may frecly import into the ARE.,
usc thercin and frecly export at the end of such usc, machimery and cquipments
which they cither rent or Icasc 1n accordance with good mdustry practices,
including but not hmuted to the Icasc of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC as a signaturc bonus the sum of threc

million five hundred thousand U.S. Dollars ($3,500,000) before the Effcctive

Datc of the Concession Agreement, aficr the relevant law 1s 1ssucd.
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(b) CONTRACTOR shall pay to EGPC the sum of one million U.S. Dollars
($ 1,000,000 ), in casc CONTRACTOR rctains an " Arca to rclinquish”

according to the provisions of Article V of this Agreement, upon the
Minister of Pctrolcum approval for such requcst.

(¢) CONTRACTOR shall pay to EGPC as a Development Lease bonus the sum
of one hundred thousand U.S. Dollars ($100,000) per each Development
Block upon the approval of cach Devclopment Leasce.

(d) CONTRACTOR shall pay to EGPC as a Development Lease Extension
bonus the sum of five million U.S. Dollars ($5,000,000) upon the approval
on CONTRACTOR's request to enter into the five (5) vear Extension
Period pursuant to Article 111 (d) (111) (bb).

(¢c) CONTRACTOR shall pay to EGPC the sum of onc hundred thousand U.S.

Dollars ($100,000) as a production bonus when the total average daily
production from the Area first reaches the rate of three thousand (3,000)
Barrcls of O1l per day or equivalent for a period of thirty (30) consccutive
producing davs. Payment will be made within fifteen (15) days thergafter.

() CONTRACTOR shall also pav to EGPC the additional sum of three
hundrcd thousand U.S. Dollars (§ 300,000 ) as a production bonus when the

total average daily production from the Area first reaches the rate of five
thousand (5,000) Barrels of O1l per day or equivalent for a period of thirty
(30) consceutive producing days. Payment will bec made within fificen (15)
davs thereafier.

(g) CONTRACTOR shall also pay to  EGPC the additional sum of five
hundred thousand U.S. Dollars ($300.000) as a production bonus when the
total average dailv production from the Area first reaches the rate of ten
thousand (10,000) Barrcls of Oil per day or cquivalent for a period of thirty

(30) consecutive producing davs. Payment will be made within fifteen (15)

days thereaficr.
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(h) CONTRACTOR shall also pay to EGPC the additional sum of two

million U.S. Dollars ($ 2.000.000 ) as a production bonus when the total
average daily production from the Area first reaches the rate of fifteen
thousand (15,000) Barrcls of Oil per day or cquivalent for a penod of thirty
(30) consecutive producing days. Payment will be made within fifteen (15)

davs thereafter.

(1) CONTRACTOR shall also pay to EGPC the additional sum of five million
U.S. Dollars ($ 5,000,000 ) as a production bonus when the  total average daily
production from the Arca first rcaches the rate of twenty five thousand  (25,000)
Barrels of O1l per dav or equivalent for a period of thirty (30) consecutive
producimg davs. Pavment will be made within fifteen (13) days thereafter.

(1) CONTRACTOR shall pay to EGPC at the beginning of every Financial Year
during any of the Exploration periods an amount cqual to fifty thousand U.S.
Dollars ($30,00() as a training bonus for the training of EGPC employees in
departments of Agreements , Exploration , Production and Financial Control
Forcign and Jomnt Venture companics. CONTRACTOR shall also pay fifty
thousand U.S. Dollars ($50,000) as a training bonus for the training of EGPC
employees from other departments with a total amount of one hundred thousand
U.S. Dollars ($100,000).

(k) CONTRACTOR shall pay to EGPC at the beginning of cvery Financial Ycar
during any of thce Development periods an amount cqual to fifty thousand U.S.
Dollars ($50,000) as a training bonus for the training of EGPC employees in
departments of Agreements . Exploration . Production and Fmancial Control
Foreign and Joimnt Venture companies. CONTRACTOR shall also pay fifty
thousand United Statcs Dollars ($30,000) as a training bonus for the
training of EGPC emplovees from other departments with a total amount of
one hundred thousand U.S. Dallars ($100,000).
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(1) CONTRACTOR/ CONTRACTOR Member shall pay to EGPC the sum of two
hundred thousand U.S. Dollars ($200,000), m case CONTRACTOR or
CONTRACTOR Member assigns i whole or m part of it's nghts, privileges.
duties and obligations to an Affiliated Company of the same
CONTRACTOR / CONTRACTOR Member, on the date of the
GOVERNMENT's approval of each assignment request.

(m) CONTRACTOR / CONTRACTOR Member shall pay to EGPC as an
Assignment Bonus on the date of the GOVERNMENT's approval of each
assignment requested by any of the CONTRACTOR Members to any

assignee. pursuant to Article XXI, as follows:

1- Durmg any Exploration period (as 1t mav be extended).
CONTRACTOR / CONTRACTOR Member assigns in whole or m part of
its nghts, privileges. duties and obligations to any assignee ( other than an
Affiliated Company of the same CONTRACTOR /CONTRACTOR Member),
CONTRACTOR /CONTRACTOR Member shall pay to EGPC the sum
equivalent to ten percent (10%) valued in U.S. Dollars of the total financial

commitment of the then current Exploration period during which the
assignment 15 made and according to the assigned pereentage .

2- During th¢ Devclopment period or  its  ¢x{ensions, 1 ¢asc
CONTRACTOR / CONTRACTOR Mcmber assigns in wholc or in part of
its rights, privileges, duties and obligations to any assignee (other than an Athiliated
Company of th¢ sam¢ CONTRACTOR / CONTRACTOR Mcmber),
CONTRACTOR/CONTRACTOR Mcmbcr shall pay to EGPC the sum
cquivalent to ten pereent (10%), valued in U.S. Dollars, of the valuc of cach

assignment deal which could be any of the following:

— The financial valuc to be paid by the Assignec to the Assignor ; or

— The financial commitments for tcchmical programs /Development
plan; or

— The financial valuc of the reserves , to be swapped between the

Assignor and the Assignee from the Development Leasc(s) arcas; or
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— The financial valuc of sharcs and/or stocks to be ¢xchanged between
the Assignor and the Assignee; or
— Any other type of deals to be declared.

3- During anv Exploration phase and after a Development Lease 1s granted, 1n
casc CONTRACTOR / CONTRACTOR Mcmber assigns in whole or m
part of its rights, privilcges, dutics and obligations to any assignee (other
than an Affihated Company of the same CONTRACTOR /
CONTRACTOR Member) CONTRACTOR/ CONTRACTOR Member

shall pay to EGPC the sum valuc, in U.S. Dollars, as mentioned 1in 1- and 2-

abovc.
(n) All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR.
(0) In the event that EGPC elects to develop any part of the Area pursuant to the

sole nsk provisions of Article III (¢) (1v)., production from such solc risk
area shall be considered for the purposes of this Article IX only if .
CONTRACTOR exercises 1ts option to share in such production. and only
from the mitial datc of sharing.

(p) Gas shall be taken into account for purposes of determining the total average
dailv production from the Area under Article IX (e-1) by converting daily
Gas delivered mto equivalent Barrels of daily Crude O1l production m
accordance with the following formula:

MSCF x H x (0.167 = equivalent Barrels of Crude O1l
Where :
MSCF= one thousand Standard Cubic Feet of Gas.
H = thc number of million British Thermal Units (MMBTU) per MSCE,
ARTICLE X
OFFICE AND SERVICE OF NOTICES
CONTRACTOR shall maintain an office in A.R.E. at which notices shall be

validly scrved.
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The General Manager and Deputy General Manager shall be entrusted by

CONTRACTOR with sufficient power to carry out immediately all local written

directions given to them by the GOVERNMENT or 1ts representatives under the

terms of this Agrcement. All lawtul regulations 1ssucd or hercaficr to be 1ssued

which are applicable hereunder and not in conflict with this Agreement shall apply

to the duties and activities of the General Manager and Deputy General Manager.

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

to the o

fice of the Gengeral Manager or which arc sent to him by registered mail

to CONTRACTOR's office in the A R.E. .

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

h

to the ©

1ce of the Chict Exceutive Ofticer of EGPC or which arc sent to him

by registered mail at EGPC's main office in Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

(a) Operating Company shall take all proper measures, according to generally

accepted methods 1 use in the O1l and Gas industry to prevent loss or waste

of Petroleum above or under the ground in any form during drilling,

producing, gathering. and distnbuting or storage operations. The

GOVERNMENT has the nght to prevent any operation on any well that 1t

might rcasonably cxpect would result in loss or damage to the well or the
O1l or Gas field.
(b) Upon completion of the dnlling of a productive well, Operating Company

shall inform the GOVERNMENT or its representative of the time when the

well

will be tested and the production rate ascertained.

(c) Except m mstances where multiple producing formations m the same well can

only

bc produccd cconomically through a single tubmg string, Pctrolcum shall

not be produced from multiple Oil bearing zones through one string of tubing at

the same time, except with the prior approval of the GOVERNMENT or 1ts

representative, which shall not be unrcasonably withheld.
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(d) Operating Company shall record data regarding the quantities of Petroleum
and water produced monthly from each Development Lease. Such data shall
be sent to the GOVERNMENT or 1ts representative on the special forms
provided for that purpose within thirty (30) days after the data are obtained.
Daily or weekly statistics regarding the production from the Area shall be
availlable at all reasonable times for examination by authorized
representatives of the GOVERNMENT.,

(¢) Daily drilling rccords and the graphic logs of wells must show the quantity
and typc of cement and the amount of any other matcnals used n the well
for the purposc of protecting Pctrolcum, Gas bearmg or fresh watcer strata.

(f) Any substanfial changc of mcchanical conditions of the wcll after its

complction shall b¢ subjcct to the approval of the rcpresentative of the
GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS
(a) EGPC, CONTRACTOR, and Opcrating Company shall bc punnitfcd to
mmport and shall b¢ cxemptcd from customs dutics, any taxcs, levics or foes |
(including fees imposed by Ministerial Decision No. 254 of 1993 issued
by th¢ Mmster of Finance, as now or hercaficr amended or substituted)
of any naturc and from th¢ importation rulcs with respect to the importation
of machincry, cquipment, apphances, matenals, 1tcms, means of transport
and transportation (the ¢xcmption from taxes and dutics for cars shall only
apply to cars to b¢c uscd in opcrations), clectric apphiances, air conditioncrs
for offices, ficld housmg and facilitics, clcctronmic appliances, computer
hardwarc and softwarc, as wcll as sparc parts rcquired for any of the
importcd 1tems, all subject to a duly approved certificatc 1ssucd by the
rcsponsible representative nominated by EGPC for such purposc, which
statcs that the mmported. items are required for conducting the opcrations
pursuant to this Agrcement . Such certificate shall be final and binding and
shall automatically rcsult in the importation and the cxcmption without any

further approval, delay or procedure.
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(b) Machmerv, equuipment, applhances and means of transport and transportation
imported by EGPC's, CONTRACTOR's and Operating Company's contractors
and sub-contractors temporarily engaged mn any activity pursuant to the
operations which are the subject of this Agreement. shall be cleared under the
"Temporary Release System” without payment of customs duties, any taxes.
levies or fees (including fees imposed by Mimsterial Decision No. 2534 of
1993 1ssued by the Mimister of Finance, as now or hereafter amended or
substituted) of any nature upon presentation of a dulv approved certificate
1ssued by an EGPC responsible representative nommated by EGPC for such
purpose which states, that the imported 1tems are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not to be used 1n
operations) set out 1 Article XII (a) imported by EGPC's, CONTRACTOR's

and Operating Company's contractors and sub-contractors for the aforesaid

operations, m order to be nstalled or used permanently or consumed shall
meet the conditions for exemption set forth i Article XII (a) after being duly -
certified by an EGPC responsible representative to be used for G(}I‘lduﬂtill'"g_.
operations pursuant to this Agreement. |
(¢) The cxpatriate employees of CONTRACTOR, Opcrating Company and their
contractors and sub-contractors shall not be cntitled to any excmptions from
customs dutics and other ancillary taxces and charges cxeept within the lmmits of
the provisions of the laws and rcgulations apphcable 1n the A R.E. Howcver,
pcrsonal houschold goods and furmiturc (ncluding one (1) car) for cach

cxpatriatc cmployee of CONTRACTOR. and/or Opcratmg company shall be

clcarcd under the "Temporary Relcase System” (without paviment of any
customs dutics and other ancillary taxcs) upon presentation of a Ietter to the
appropriatc customs authoritics by  CONTRACTOR or Opcrating Company
approved by an EGPC  rcsponsible representative that the imported items arc
imported for the solc usc of the expatniatc cmplovee and his  famuly, and that
such mmportcd 1tcms  shall be re-cxported outside the ARE. upon the

repatriation of the concerned cxpatriate cmplovee.
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(d) Items mmported into the A R.E. whether exempt or not exempt from customs
dutics and other ancillary taxcs and charges hercunder, may be exported by
the importing party at any time after obtaining EGPC's approval, which
approval shall not be unreasonably withheld. without any export duties, taxes
or charges or any taxcs or charges from which such itcms have been alrcady
exempt, being applicable. Such items may be sold within the A.R.E. after
obtaiming the approval of EGPC which approval shall not be unreasonably
withheld, In this cvent, the purchascr of such 1tems shall pav all applicable

customs duties and other ancillary taxes and charges according to the

condition and value of such items and the tantt applicable on the date of sale.
unlcss such 1tems have alrcady been sold to an Affihatcd Company of

CONTRACTOR, if any, or EGPC, having the same exemption, or unless title

to such 1items (excluding cars not used m operations) has passed to EGPC.

In the cvent of any such sale under this paragraph (d), the procceds from
such sale shall be divided in the following manner: |
CONTRACTOR shall be entitled to retmbursement of its unrecovered ¢ost,

if anv, 1n such items and the excess, 1f any, shall be paid to EGPC.

(¢) The exemption provided for m Article XII (a) shall not applv to any
mported 1tems when items of the same or substantially the same kind and
quality are manufactured locally meeting CONTRACTOR's and/or
Operating Company's specifications for quality and safety and are available
for timely purchasc and dclivery in the A R.E. at a price not higher than tcn
percent (10%) of the cost of the imported item, before customs duties but
after freight and msurance costs, 1f any. have been added.

(f) CONTRACTOR, EGPC and thcir respective buyers shall have the night to
export the Petroleum produced from the Area pursuant to this Agreement
and such Petroleum shall be exempted from any customs duties. any taxes,

lcvics or any other imposts 1n respect of the export of Petrolcum hercundcr.
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(a)

(b)

ARTICLE XII1
BOOKS OF ACCOUNT: ACCOUNTING AND PAYMENTS
EGPC, CONTRACTOR and Operating Company shall each maintain at

™

thcir busingss offices 1n the A R.E. books of account, mn accordance with the

Accounting Procedure in Annex "E" and accepted accounting practices
generally used in the Petroleum industry, and such other books and records
as may be necessary to show the work performed under this Agreement.
including th¢ amount and valuc of all Pctrolcum produccd and saved
hercunder. CONTRACTOR and Opcrating Company shall keep their books
of account and accounting records in United States Dollars.

Operating Company shall furmish to the GOVERNMENT or its
representatives monthly returns showing the amount of Petroleum produced
and savcd hercunder. Such returns shall be prepared in the form requared by
the GOVERNMENT, or its representative and shall be signed by the
General Manager or by the Deputy General Manager or a duly designated
deputy and dehiverced to the GOVERNMENT or 1ts representative within
thirty (30) days after the end of the month covered in the returns.

The aforesaid books of account and other books and records referred to

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

authonzed representatives of the GOVERNMENT.

(c) CONTRACTOR shall submit to EGPC a Profit and Loss Statcment of its

Tax Year not later than four (4) months after the commencement of the
following Tax Year to show 1ts net profit or loss from the Petroleum
operations under this Agreement for such Tax Year.

CONTRACTOR shall at the samc time submit a vear-cnd Balance Shect for
the same Tax Year to EGPC. The Balance Sheet and financial statements

shall be certified by an Egyptian certified accounting firm.
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ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare and, at all times
while this Agrecement 1s mm force, maintain accuratc and current records of
its operations in the Areca. CONTRACTOR and/or Operating Company
shall furnish the GOVERNMENT or its representative, in conformity with
applicable resulations or as the GOVERNMENT or its representative, 1n
accordance with sound and accepted Pctrolcum industry practices, may
rcquirc information and data concerning its  opcrations under this
Agreement. Operating Company will perform the functions indicated in this
Article XIV 1n accordance with 1ts role as specified in Article VL

(b) CONTRACTOR and/or Operating Company shall save and keep for a
rcasonablc period of ttime a representative portion of cach sample of cores and
cuttings taken from drilling wells, to be disposed of, or forwarded to the
GOVERNMENT or 1ts representative 1n the manner directed by the
GOVERNMENT. All samplcs acquircd by CONTRACTOR and/or Opcrating
Company for their own purposes shall be considered available for inspection at
any reasonable time by the GOVERNMENT or its representatives.

(c) Unless otherwise agreed to by EGPC, i case of exporting anv rock samples
outsidc A.RE., samplcs cquivalent m sizc and  quality shall, before such
cxportation, 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 analyvzed outside the A.R.E. may be exported 1if a monitor or a
comparablc rccord, it available, 1s mamntamned 1n the A.R.E. and provided
that such exports shall be repatriated to A.R.E. promptly following such

processing or analvsis on the understanding that they belong to EGPC.
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(e) Durmmg the pernod CONTRACTOR 1s conducting the Exploration operations,
EGP(C's duly authonzed representatives or emplovees shall have the nght to
full and complete access to the Area at all reasonable times with the nght to
observe the operations bemng conducted and to mspect all assets, records and
data kept by CONTRACTOR. EGPC's representative, mn exercising its rights
under the preceding sentence of this paragraph (¢), shall not mterfere with
CONTRACTOR's operations. CONTRACTOR shall provide EGPC with
copies of any and all data (includng, but not hmmted to. geological and
geophysical reports, logs and well surveys) mtormation and mterpretation of

such data, and other mformation m CONTRACTOR's possession.

-

For the purpose of obtammg new offers or carrying out regional studies, the

GOVERNMENT and/or EGPC shall after the end of the first Exploration
period, show anyv other party non-interpreted basic geophysical and geological
data with respect to the ongmal Area unless CONTRACTOR agrees to a

shorter perod.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES |
CONTRACTOR shall cntircly and solcly be responsible in law toward - third
partics for any damagc causcd by CONTRACTOR's Exploration opcrations
and shall mdemmfy the GOVERNMENT and/or EGPC against all damaggs for
which they may be held hable on account of any such opcrations.
Howcver, any damage resulting from 1ssuing any order, rcgulation or dircction
of thc GOVERNMENT of the Arab Rcpublic of Egypt whether m the form of a
law or othcrwisc, EGPC and/or CONTRACTOR shall b¢ cxempted from the

rcsponsibility of non-performance or delay of any obligation hercunder, m

conscquence of 1ssuing these orders, regulations or dircctions 1in the limitation
of imposing these orders, regulations or dircctions. CONTRACTOR shall be
grantcd the necessary period to restore the damage done of the non-pertformance

or dclay by adding a pcniod to the period of the Agreement, with respect to the

"y

Block or Blocks affccted by these orders |, regulations or dircctions.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES
Duly authorized representatives of the GOVERNMENT shall have access to the
Area covered by this Agreement and to the Operations conducted thereon. Such
representatives may  cxaminge  the books, registers and records of EGPC,
CONTRACTOR and Operating Company and make a reasonable number of
surveys, drawmges and tests for the purpose of enforcing this Agreement. They
shall, for this purpose, be entitled to make reasonable use of the machinery and
instruments of CONTRACTOR or Operating Company on the condition that no
danger or impcdunent to the operations hercunder shall anisc direetly or indirectly
from such use. Such representatives shall be given reasonable assistance by the

agents and employees of CONTRACTOR. or Operating Company so that none of

the activiics shall endanger or hinder the safcty or cfficicncy of the opcrations.
CONTRACTOR or Operating Company shall offer such representatives all
privileges and facilities accorded to 1ts own emplovees n the field and shall provide

them, free of charge, the usc of rcasonable office space and of adequatcly furnished
housing while they are in the field for the purpose of facilitating the objectives of
thns Article. Without prejudice to Article XIV (e) anv and all mformation obtamed
bv the GOVERNMENT or 1ts representatives under this Article XVI shall be kept
confidential with respect to the Arca.
ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It 1s the desire of EGPC and CONTRACTOR that operations hereunder be

-y

1c1ent manner:

conducted m a business-like and e
(1) Thce cxpatnatc admmistrative, professional and techmical personncl
employed by CONTRACTOR or Operating Company and the personnel

of 1ts contractors for the conduct of the operations hereunder, shall be
grantcd a residence as provided for m Law No. 89 of 1960 as amendcd
and Ministerial Order No. 8180 of 1996 as amended, and CONTRACTOR
agrees that all mmmgeration. passport, visa and emplovment regulations of
the A.R.E., shall be applicable to all alien employees of CONTRACTOR
working mthe ARE. .
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(2) A minimum of twentv-five percent (23%) of the combined salaries and
wages of cach of the cxpatnate admmistrative, profcssional and techmcal
personne]l cmploved by CONTRACTOR or Opcrating Company shall be
paid monthly m Egvptian Currency:.

(b) CONTRACTOR and Operating Company shall each select its emplovees

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

(¢) CONTRACTOR, shall aficr consultation with EGPC, preparc and carry out

(d)

spceiahized traiming programs for all its A.R.E. cmplovees cngaged m
operations herecunder with respect to applicable and financial aspects of the
Petroleum 1ndustry. CONTRACTOR and Operating Company shall give
preference to the emplovment of qualified Egyptian nationals.
During Exploration and Development phases, CONTRACTOR shall give
mutually agrced numbers of EGPC employces an opportunity to attend and
participate m CONTRACTOR's and CONTRACTOR's Affiliated Compamnes
trainng programs relating to Exploration and Development operations, with
annual total cost one hundred thousand U.S. Dollars ($100.000) In the
event that the total cost of such programs 1s less than one hundred thousand
U.S. Dollars ($100,000) in any Fmancial Ycar during such pcriod,
CONTRACTOR shall pay EGPC thc amount of the shorttall within thirty (30)
days following the end of such Financial Ycar. Howcever, EGPC shall have the
night that said amount one hundred thousand U.S. Dollars ($100.000) allocated
for trammng, be paid directly to EGPC for such purpose.
ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Opcrating Company shall b¢ subject to Law No. 66 of

1953 for Mines and Quarnies (excluding Article 37 thereof) and 1ts
amendments and the regulations i1ssued for the mmplementation thereof.
including the regulations for the safte and efficient performance of
operations carried out for the execution of this Agreement and for the
conscrvation of the Pcetrolcum rcesources of the A.RE. provided that no
reculations, or modification or mterpretation thereof. shall be contrary to

or mconsistent with the provisions of this Agreement.
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(b) CONTRACTOR and Operatmg Company shall be subject to the provisions
of thc Law No. 4 of 1994 conccrning the cnvironment and 1ts ¢xecutive
regulation as mav be amended, as well as any laws or regulations mayv be
1ssued, concerning the protection of the environment.

(c) Except as provided m Artacle I (g) for Income Taxcs, EGPC, CONTRACTOR
and Operating Company shall be exempted from all taxes and duties, whether
imposad by the GOVERNMENT or municipalities mcluding among others,
Sales Tax, Value Added Tax and Taxes on the Exploration, Development,

extracting. producing, exporting or transporting of Petroleum and LPG as well as
any and all withholding taxcs that mught othcrwisc be imposcd on dividends,
mterest, technical service fees, patent and trademark rovalties, and similar tems.
CONTRACTOR shall also be exempted from any tax on the hqudation of
CONTRACTOR, or distributions of any mcomc to the sharcholders of
CONTRACTOR, and from any tax on capital.

(d) The nghts and obligations of EGPC and CONTRACTOR hereunder. and for
th¢ cffective term of this Agrecement shall be governed by and m
accordance with the provisions of this Agreement and can only be altered
or amended by the written mutual agreement of the said contracting parties
in the same procedures by which the original Agreement has been 1ssued.

(¢) The contractors and sub-contractors of CONTRACTOR and Opcrating Company
shall be subject to the provisions of this Agreement which affect them. Insofar as
all repulations which are duly 1ssued by the GOVERNMENT apply from tune to
time and arc not m accord with the provisions of this Agreement, such regulations
shall not apply to CONTRACTOR, Operating Company and their respective
contractors and sub-contractors. as the case mayv be.

(D) EGPC, CONTRACTOR, Opcrating Company and their respective  contractors
and sub-contractors shall for the purposes of this Agreement be exempted
from all professional stamp duties, imposts and levies imposed by syndical laws
with rcspect to their documents and activitics hercunder,

() All the exemptions from the application of the A.R.E. laws or regulations
granted to EGPC. CONTRACTOR, the Operatmg Company. their contractors
and sub-contractors under this Agreement shall include such laws and

regulations as presently m effect or hereafter amended or substituted.
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ARTICLE XIX
STABILIZATION
In casc of changes 1 existing legislation or regulations applicable to the conduct

of Exploration, Development and production of Petroleum, which take place after

the Efftective Date, and which sigmficantly affect the economic mterest of this
Agreement to the detriment of CONTRACTOR or which imposes on
CONTRACTOR an obligation to remit to the A R.E. the proceeds from sales of
CONTRACTOR's Pctrolcum, CONTRACTOR shall notify EGPC of the subjcct

i

Icgislative or rcgulatory mcasurc and also the conscquent cffects upon 1ssuing

legislation or regulation which impact on the stabilization. In such case, the
Parties shall negotiate possible modifications to this Agreement designed to
restore the economic balance thereot which existed on the Effective Date.

The Parties shall use their best efforts to agree on amendments to this
Agrcement within ningty (90) davs from aforcsaid notice.

These amendments to this Agreement shall not in any cvent diminish or
increase the rights and obligations of CONTRACTOR as these were agreed on
the Effective Date.

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

Agreement shall be apphed.
ARTICLE XX
RIGHT OF REQUISITION

(a) In casc of nahional cmergency duc to war or immincnt ¢xpectation of war
or intcrnal causcs, the GOVERNMENT may rcquisition all or part of the
production from the Area obtained hereunder and require Operating
Company to increase such production to the utmost possible maximum.
The GOVERNMENT may also requisition the O1l and/or Gas field itself

and, if necessary, related facilities.

.

(b) In any such casc, such rcquisition shall not be cffected except after mnviting
EGPC and CONTRACTOR or thcir representative by registered Ictter, with
acknowledgement of receipt. to express their views with respect to such

requisition.
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(c) The requisition of production shall be cffected by Mmustcrnial Order. Any

requisition of an Onl and/or Gas ficld, or any rclated facihtics shall be cffected
bv a Presidential Decree duly notified to EGPC and CONTRACTOR.

(d) In the event of any requisition as provided above, the GOVERNMENT shall
indemmity 1 full EGPC and CONTRACTOR for the penod during which

the requisition 18 mamtained, mcluding;

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

(2) Full rcpavment cach month for all Pctrolcum cxtractcd by the
GOVERNMENT I¢ss the rovalty sharc of such production.

However, any damage resulting from enemry attack 1s not within the meaning

of this paragraph (d). Payment hereunder shall be made to CONTRACTOR m

U.S. Dollars remittable abroad. The price paid to CONTRACTOR for

Petroleum taken shall be calculated m accordance with Article VII {c). :

ARTICLE XXI
ASSIGNMENT I
(a) Neither EGPC nor CONTRACTOR may assign to a péi‘s’ﬁ‘nj firm or
corporation, 1n whole or 1 part, anv of 1ts rnights, privileges, duties or
obligations under this Agreement either directly or indirectly (indirect
assignment shall mean. for example but not limited to , anv sale, purchase,
transfcr of stocks, capital or asscts or any othcr action that would changc
the control of CONTRACTOR/CONTRACTOR MEMBER on its share in
the companv's capital) without the written consent of the GOVERNMENT,
and i all cases priority shall be grven to EGPC, 1f 1t so desires, to obtain

such interest mtended to be assigned (except assignment to an Affiliated

Company of the same CONTRACTOR Member).
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(b) Wrthout prejudice to Article XXI (a) , CONTRACTOR may assign all or any of

its nghts, prvileges. dutiecs and oblhigations under this Agreement to an
Affihated Company of the same CONTRACTOR/ CONTRACTOR Member,
provided that CONTRACTOR shall notify EGPC and the GOVERNMENT m
writing and obtain the wmtten approval of the GOVERNMENT on the

assignment.

.

Nlhiated

In the case of an assignment erther i a whole or 1n a part to an A

Company. the assignor together with the assignee shall remam jomtly and

severally hable for all duties and obligations of CONTRACTOR under this

.

Agreement provided such Affihated Company remains 1n the same capacity

-

as an A

1hated Company.

(c) To enable consideration to be given to any request for such GOVERNMENT's
consent referred to 1n (a) or (b) above, the followmng conditions must be fulfilled:
(1) The oblhigations of the assignor deriving from this Agreement must have

been duly fulfilled as of the date such request 1s made.

(2) The mstrument of assignment must include provisions stating precisely
that the assignee 15 bound bv all covenants contained m this
Agreement and any modifications or additions in writing that up to such
timc may have been made. A draft of such mstrument of assignment
shall b¢ submitted to EGPC for revicw and approval before being
formally cxceuted.

(3) Thc assignor(s) must submit to EGPC rcasonablc documcnts that

¢vidence the assignec’'s fmancial and technical compctence, and the

documents that confirm the affiliation of such company to the
CONTRACTOR/CONTRACTOR MEMBER.

(d) Any assignment, sale, transfcr or other such convevance made pursuant to

the provisions of this Article XXI shall be free of any transter, capital gams
taxcs or rclatcd taxes, charges or fees including without limmtation, all
Incomc Tax, Salcs Tax, Valuc Added Tax, Stamp Duty, or other Taxcs or

similar payments,
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(¢) Once the assignor and a proposcd third party assignec, other than an
Aftfiliatcd Company, have agreed the final conditions of an assignment, the
assignor shall disclose in details such final conditions, including the value
of each assignment deal valued in U.S. Dollars, in a written notification to
EGPC. EGPC shall have the nght to acquire the nterest intended to be
assigned, 1f within ninetv (90) davs from assignor’s written notification,
EGPC delivers to the assignor a written notification that 1t accepts the same
conditions agreed to with the proposed third party assignee. It EGPC docs
not dcliver such notification within such nincty (90) dav period, the
assignor shall have the right to assign to the proposed third party assignee,

subject to the Government approval under paragraph (a) of this Article.

In the event that EGPC exercises 1ts option to acquire the interest intended

to be assigned and 1f a joint operating agreement 1s not already existing

among the CONTRACTOR MEMBERS mcluding the assignor, EGPC and

CONTRACTOR shall negotiate in good faith to enter into a joint operating
agreement, according to the model published by the Association for
International Petroleum Negotiators to finalize such agreement within one
hundred and twenty (120) days from EGPC’s notification. If EGPC and
CONTRACTOR cannot agree on a joint operating agreement within such
on¢ hundred and twenty (120) day period, the assignor shall have the right
to assign to the proposcd third party assignee, subject to the Government
approval under paragraph (a) of this Article.

(f) As long as the assignor shall hold any interest under this Agreement, the

assignor together with the assignee shall be jointly and severally liable for

all duties and obligations of CONTRACTOR under this Agreement.
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ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL
(a) The GOVERNMENT shall have the nght to cancel tlhus Agreement by
Order or Prcsidential Decrce, with respect to CONTRACTOR, 1n the

following mstances:

(1) If it knowingly has submitted any false statements to the GOVERNMENT

which were of a matenal consideration for the execution of this

Agreement;

(2) If 1t assigns any interest hercundcr contrary to the provisions of Article

XXI;

:#

(3) If 1t 15 adjudicated bankrupt by a court of competent jurisdiction;

(4) If 1t does not comply with any final decision reached as the result of

court procccdings conducted under Article XXIV (a);

(5) If it intentionally extracts any mineral other than Petroleum not authorized -

by this Agreement or without the authority of the GOVERNMENT,

cxeept such cxtractions as may be unavoidable as the rcsult of the

operations conducted hereunder in accordance with accepted Petroleum

industry practice and which shall be notified to the GOVERNMENT or its

representative as soon as possible; and

(6) If 1t commits any matcrial brecach of this Agrt:ﬁmcnt or of the provisions

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

not contradicted by the provisions of this Agreement.

Such cancellation shall take place without prejudice to any nights which

may have accrued to the GOVERNM]

accordance with the provisions of this

ENT against CONTRACTOR 1n

Agrcement, and, m the cvent of

such cancellation, CONTRACTOR, shall have the right to remove from

the Area all its personal property.
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(b) If thc GOVERNMENT dcems that onc of the aforcsaid causcs (other than a

force majeure cause referred to m Article XXIII) exists to cancel thlis
Agreement, the GOVERNMENT shall give CONTRACTOR nincty (90) days
written notice personally served on CONTRACTOR's General Manager 1n the

'

Icgally official manncr and recept of which 1s acknowledged by him  or by his

legal agents. to remedv and remove such cause; but 1if for any reason such

scrvice 15 mmpossible duc to un-notificd changc of address. publication m the

Official Journal of the GOVERNMENT of such notice shall be considered as
valid service upon CONTRACTOR. If at the end of the said ninety (90) day

notice peniod such cause has not been remedied and removed, this Agreement
may be canceled forthwith by Order or Presidential Decree as aforesaid,
provided however, that if such cause, or the faillure to remedy or remove such

cause, results from any act or omission of one party, cancellation of this

Agrcement shall be ctfcctive only agamst that party and not as against any othcr
party hereto.
ARTICLE XXIII
FORCE MAJEURE

(a) The non-performance or delay in performance by EGPC and CONTRACTOR,
or either of them of anv obhgation under this Agreement shall be excused if.
and to the extent that, such non-performance or delay 1s caused by force
majcurc. The period of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage done during such
dclay, shall bc added to the ime given m this Agreement for the performance
of such obligation and for the performance of any obligation dependent thereon
and conscquently, to the term of this Agreement, but only with respect to the

block or blocks affected.
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(b) "Force Majeure" within the meaning of this Article XXIII, shall be any act

()

of God. msurrection, riot, war, strike, and other labor disturbance, fires,
floods or anv cause not due to the fault or neghgence of EGPC and
CONTRACTOR or either of them, whether or not similar to the foregoing,
provided that anv such cause is bevond the reasonable control of EGPC and
CONTRACTOR, or either of them.

Without prcjudice to the above and cxcept as may be otherwisc provided
hercin, the GOVERNMENT shall incur no responsibility whatsocver to
EGPC and CONTRACTOR, or cithcr of them for any damages, restrictions
or loss arising in conscquence of such casc of force majcurc herematicr
rcferred to in this Article.

(d) If the force majcurc cvent occurs during the imtial Exploration period or any

(a)

cxtension thercof and continucs m cffcct for a pernod of six (6) months
CONTRACTOR shall have the option upon nincty (90) days prior writicn
noticc to EGPC to tcrmmate i1ts obligations hercunder without further
hability of any kind.
ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy or claim ansing out of or rclating to this
Agrecement or the breach, termination or invalidity thercof, between the
GOVERNMENT and thc partics shall be referred to the jurisdiction of the

appropriatc courts of A R.E. to scttlc any disputc ansing on the

infcrpretation or the cxccution of any term of this Agreement.

(b) Any disputc, controversy or claim arising out of or rclating to this Agreement,

or brcach, tcrmmation or mvahdity thereof between EGPC  and
CONTRACTOR shall bc scttled by arbitration m accordance  with  the
Arbitration Rules of the Camro Regional Center for Intcrnational Commercial
Arbitration (the Center) n cfifcet on the date of thas Agreement, the approval of

thc Mmster of Petrolcum 15 provided m casc EGPC only turn to arbitration.
The award of the arbitrators shall be final and binding on the partics.

(c) The number of arbitrators shall be three (3).
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(d) Each party shall appoint one arbitrator. If, within thirty (30) days afier

receipt of the claimant's notification of the appomntment of an arbitrator the

respondent has not notified the claimant m writing of the name of the

arbitrator hc appoints, the claimant may rcquest the Center to appoint the
sceond arbitrator.

(e) The two arbitrators thus appointed shall choose the third arbitrator who will

act as the presiding arbitrator of the tribunal. If within thirty (30) davs after
the appointment of the second arbitrator, the two arbitrators have not agreed
upon the choice of the presiding arbatrator, then cither party may requcst the
Scerctary General of the Permancent Court of Arbitration at the Haguc to
designate the appointing authority. Such appointing authority shall appoint
the presiding arbitrator in the same way as a sole arbitrator would be
appomted under Article 6.3 of the UNCITRAL Arbitration Rules. Such
presiding arbitrator shall be a person of a nationality other than A.R.E. or
th¢ nationality of the CONTRACTOR and of a countrv  which has
diplomatic relations with both A R.E. and the nationality of the
CONTRACTOR and who shall have no economic interest in the Petroleum-

business of the signatories hereto.

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

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

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

including the arbitration fees and all the related 1ssues and the execution of
the arbitrators decision shall be referred to the appropriate courts according
to the Egyptian laws,

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

conflict between Egvptian Laws and this Agreement, the provisions of this
Agreement (mcluding the arbitration provision) shall prevail. The
arbitration shall b¢ conducted m both Arabic and English languagcs.

EGPC and CONTRACTOR shall agrce that if, for whatever rcason,
arbitration i accordance with the above procedure cannot take place, all
disputes, controversies or ¢laims arising out of or relating to this Agreement
or the breach. termmation or invahdity thereof shall be settled by ad hoc
arbitration m accordance with the UNCITRAL Rulcs in ciicet on the
Effcctive Date.
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(a)

(b)

(<)

ARTICLE XXV
STATUS OF PARTIES

The nghts, duties, obligations and habilities mm respect of EGPC and
CONTRACTOR. hereunder shall be several and not joint or collective, 1t
being understood that this Agreement shall not be construed as constituting
an assoclation or corporation or partnership.
CONTRACTOR shall be subject to the laws of the place where 1t 1s
incorporated regarding its legal status or creation, orgamzation, charter and
by-laws, shareholding, and ownership.
CONTRACTOR's shares of capital which are entirelv held abroad shall not
be negotiable 1 the A.R.E. and shall not be offered for public subscription

nor shall be subject to the stamp tax on capital shares nor anv tax or duty mn
the ARE.. Anv procedure camed out by CONTRACTOR/CONTRACTOR MEMBER
m ARE. or outside A RE. that leads to change of control of the
CONTRACTOR/CONTRACTOR MEMBER on 1ts share in the company's
capital, shall be subject to the procedures and provisions of Article IX"
Bonuses" and Article XXI "Assignment”. CONTRACTOR shall be exempted
from the application of Law No. 159 of 1981 as amended.

In casc CONTRACTOR consists of more than onc member, all CONTRACTOR
Mcmbers shall be jointly and scverally hable for the performance of the
obligations of CONTRACTOR undcr this Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Opcrating Companv, as thc casc may be, and therr

contractors shall;

(a)

Give prionty to local contractors and sub-contractors, including EGPC's

Affiliatcd Companmics as long as ther performance 15 comparable with

intcrnational performance and the prices of their scrvices arc not laghcr than the

prices of other contractors and sub-contractors by morc than ten pereent (109%).
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(b) Give preference to locally manufactured material, equipment, machinery
and consumablcs so long as their quality and time of dclivery arc
comparable to mtemationally available matenal, equipment. machinery and

consumablcs. Howcver, such matenal, cquipment, machmery  and

consumables may be imported for operations conducted hereunder 1if the
local price of such items at CONTRACTOR's or Operating Company's
opcratmg basc m A.R.E. 1s morc than tcn percent (10%) higher than the
price of such mmported items before customs duties, but after transportation
and msurance costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version  of this Agreement shall, before the  appropnate courts of

ARE. be referred to 1n construing or mterpreting this  Agreement; provided
however , that in any arbitration pursuant to  Article XXIV herein above between
EGPC and CONTRACTOR thc English and Arabic versions shall both be
referred to as having equal force i construing or interpreting this Agreement.
ARTICLE XXVIII
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
intcrpretation of said Artacles.

ARTICLE XXIX

COPIES OF THE AGREEMENT

This Agreement 1s 1ssued of four (4) i1dentical originals, the Government and
EGPC retain three (3) originals, CONTRACTOR retains one (1) original of this
Agrcement to act mm accordance to its provisions if nccessary.

ARTICLE XXX

LEGAL HEADQUARTERES

The parties approved that the address supplemented to their entity 1n the preface
1s their chosen address for notification, all notices sent and correspondences
rceerved 1n such address arce considered valid with the outcome of all its

-

legitimate effects. In the event anv of the parties changes the aforesaid address,
such Party shall notify the other Party by a resistered letter upon receipt
otherwise, the correspondence only sent to the aforementioned address 1s to be

considered valid with the outcome of all its legitimate effects.
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ARTICLE XXXI1
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon anv of the parties hereto unless and

untll a law 1s 1ssued by the competent authonties of the A R.E. aut

h011ZINg

the Minister of Petroleum to sign this Agreement and giving this Agreement

full torce and effect of law notwithstanding any countervailing Governmental

enactment ., and the Agreement 1s signed by the GOVERNMENT, EGPC. and

CONTRACTOR.

APEX INTERNATIONAL ENERGY HOLDINGS 11
In his capacity

By

EGYPTIAN GENERAL PETROLEUM CORPORATION
In his capacity

Name: .. ..

By:

ARAB REPUBLIC OF EGYPT

In his capacity

Name: .
By:

DATE.
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ANNEX "A™"

CONCESSION AGREEMENT FOR PETROLEUM EXPLORATION

AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APEX INTERNATIONAL ENERGY HOLDINGS 11
IN
SOUTHEAST MELEIHA AREA
WESTERN DESERT
A.R.E.

BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is a provisional illustrative map at an approximate scale of

1 : 1 000 000 showing the Area covered and affected by this Agreement.

The Area measures approximately two thousand five hundred thirty four
square kilometers and six hundred square meters ( 2534,6 km?) of surface
Arca. It 15 composcd of all or part of Exploration Blocks, the wholc Blocks
arc defined on three (3) minutes latitude by three (3) minutes longitude gnid.

It is to be noted that the delineation lines of the Area in Annex "B" are
intended to be only 1llustrative and provisional and may not show accurately

their true position 1 relation to existing monuments and geographical

features.
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Coordinates of the comer points of the Area are given 1n the following table

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

BOUNDARY COORDINATES
OF
SOUTHEAST MELETHA AREA
WESTERN DESERT
POINT NO. LATITUDE LONGITUDE
1 27° 31" 0000
2 27° 31" 0000
3 27° 51 0000
[ 27° 51" 00.00"
5 27° 54" 0000
: 27° 54' 0000
7 27° 43" 00.00 "
: 27° 43" 00.00"
9 27° 42" 00.00"
10 27° 42 0000
11 27° 21" 00.00"
12 27° 21" 00.00 "
13 27° 25" 00.00 "
14 C27° 25" 00.00"
15 S 27° 31 00.00"
16 | 30° 26 oeoor | 270 31 0000
17 . 30° 26" 00.00" [ 27° 28" 00.00"
18 30 22 00.00" | 27° 28" 00.00"
19 30° 22 00.00" 27° 290 00.00 "
20 30° 21" 00.00" 27° 29" 00.00
21 30° 21" 00.00" 27° 28" 00.00 "
22 30° 20" 00.00" 27°  28' 0000 "
23 30° 20" 00.00" 27° 250 00.00 "
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POINT NO,

24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
12
43
44
45
46
47

LATITUDE
30° 14" 00,00"
30° 14" 00,00"
30° 18" 00.,00"
30° 18" 00.00"
30 20"  00.00"
30 20" 00.00"
30° 21'  00.00 "
30° 21'  00.00 "
30 23'  00.00"
30 23" 00.00"
30 22'  00.00"
30 22'  00.00"
30 21" 00.00"
30 21" 00.00"
30° 20" 00.00"
30° 20"  00.00"
30° 19" 00.00"
30° 19" 00.00"
30 20" 00.00"
30 20" 00.00"
30° 17"  00.00"
30 17
30° 16"
30° 16" |
30 12" 00.00"
30 12'  00.00"
30 09" 00.00"
30° 09" 00.00"
30° 00" 00.00"

00.00" |
00.00" |
00.00" |

27 °
27 °
27°
27 °
27 °
27°
27°
27 °
27°
27°
27°
27 °
27°
27°
27 °
27 °
27°
27°
27°

27°

27°

27'-&

27 °
27 °
27°
27°
27 °
28 °
28 °

LONGITUDE
25" 00.00 "
32" 00.00"
32'  00.00"
42" 00.00 "
42'  00.00"
39" 00.00"
39" 00.00"
36'  00.00 "
36'  00.00"
42 00.00"
42 00.00"
i4'  00.00"
14" 00.00"
48'  00.00 "
48" 00.00"
49'  00.00"
49"  00.00" .
50'  00.00"
50'  00.00 "
52'  00.00 "
52t 00.00 "
50'  00.00"
50! 00.00 "
48"  00.00 "
48 00.00"
53 00.00"
53'  00.00"
00'  00.00"
00t  00.00"
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POINT NO.
3

n Jwn |in | |
DS | h =

70
71
72
73
74
75
76
77
78
79
30
81

LATITUDE

Jo° 00" 00.00"

29 ° 57T 00,007

29° 577 00,00

Jo° o00'" 00,007

Jo° 00" 00.00"

Jo° o0' 00,007
30° 01" 00.00"
30¢ 01' 00.00"
30° 02' 00.00"
30° 02' 00.00"
30° 03" 00.00"
30° 03" 00.00"
30¢  06' 00.00"
30° 09" 00.00"
30° 09' 00.00"

LONGITUDE
27° 587" 00,00
27° 8§57 0000
27° 837" 00,00™
27° 83" 00.00™
27° 54" 0000"
27° §547Y 00,00"
27° 57 00.00"
27° 87" 00.00"
27° 48"  00.00 "
27° 48" 0000
27° 47 00,00
27° 477 0000
27° 467 00.00"
27° 46" 00.00"
27°  48' 0000 "%
27° 4587 00,00
27° 38" 00,00"
27° 38" 0000
27 ° 34' 00.00"
27 ° 34' 0000"
27° 30"  00.00"
27° 30"  00,00"
27° 31t 0000
27 ° 31" 00.00"
27 © 32' 0000"
27° 32" 00007
27° 42  00.00"
27 ° 42"  00.00 "
27° 38" 0000"
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POINT NO. LATITUDE LONGITUDE
- e om0
" e 20 ooo0r
84 30° 14" 00,00" 27° 20Y 00,007
85 30° 14' 00,00" 27° 08' 0000"
86 3o° 15" 00.00" 27° 08' 00.00"
87 3o° 15" 00.00" 27° 09" 00.00"
88 Jo° 17"  00.00" 27° 09" 00.00"
89 3o° 17"  00.00" 27° 11' 0000 "
90 3o°c 20" 00.00" 27°¢ 11' 0000 "
| 30°¢ 20" 00.00" 27°  06' 00.00"
92 27° 06"  00.00 "
- e 12 oom0r
o e 12 om0
05 27° 15" 00.00"
96 27° 15" 00.00 "
97 27° 18" 00,00 "
- o 18 o0m0r
99 30 39" 00.00" 27° 21' 00,00 "
100 30° 42" 00.00" 27° 21' 00,00 "
Excluded Area :-
Area (A) :

POINT NO.
a
b

C

d

30 °

30 °
30 °

30 °

LATITUDE

24
20
20
21°

00.00 "
00.00 "
00.00 "
00.00 ™

27°

LONGITUDE

257

27° 28

27°
27°

23
23"

00,00 "
00,00 "
00.00 "
00,00 "
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POINT NO. LATITUDE LONGITUDE
30 ° 217 00,007 27° 16" 00,00 ™
30 ° 227 00.00" 27° 16" 00,007
30 ° 22 00.00" 27° 18'  00.00"
30 ° 23" 00.00" 27° 18" 00,00 ™

30 ° 23" 00.00 " 27 ° 227 00007
30 ° 24" 00.00 " 27° 22" 00,00 "

LATITUDE LONGITUDE

30 ° 12’ 00.00" 27° 43" 00,00 "

30 ° 11" 00,00 " 27° 43"  00.00 "
30 ° 11" 00,00 " 27° 46" 00,00 "
30 ° 10" 00.00" 27° 461  00DLOO "
30 ° 10" 00.00" 27° 45 00,00 "

30° 09" 00.00" 27° 45" 0000

30 ° 09" 00.00" 27° 43'  00.00"

30° 127 00,00 " 27° 43'  00.00"
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ANNEX (B) (o) gala
CONCESSION AGREEMENT FOR AN e Ganll ab il s
PETROLEUM 3 D “:' sl el
EXPLORATION AND EXPLOITATION . =
BETWEEN Ap adl jaa A ) ggan
THE ARAB REPUBLIC OF EGYPT

3
AND S rall Asladl 4 uaalt Al

THE EGYPTIAN GENERAL PETROLEUM
CORPORI&TION x - +J x Ef R ek
AND [T Jaiasn s JU gadl 53 (Sl
PEX INTERNATIONAL ENERGY HOLDINGS I =
SOUTHEAST 1:1;:«“1 ETHA AREA Aasle % gia A
k " s M 3 . ' ;‘-“ + ‘ l lJ
WESTERN DESERT Al sl sl
ARE, L2l
SCALE 1 : 10600 000 Voon aen oV a gl uliia
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3
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ANNEX "C-1"

Letter of Guaranty
Letter of Guaranty No. --- (Cairo ------—------ 200--)
EGYPTIAN GENERAL PETROLEUM CORPORATION.
Gentlemen.
The undersigned, National Bank of Egypt ( or any bank operating in ARE.
under the supervision of the Central Bank of Egypt and that has credit rating
not lcss than that of A.R.E. ) as Guarantor, hcrcby guarantces to the
EGYPTIAN GENERAL PETROLUEM CORPORATION ( hcreimafter referred
toas = EGPC 7) to the limit of twenty one million U.S. Dollars ($ 21,000,000 ),
the performance by “ APEX INTERNATIONAL ENERGY HOLDINGS II ©
(heremafter referred to as “"CONTRACTOR™) of its obligations required for
Exploration operations to spend a mimmum of twenty one million U.S. Dollars
($21.000,000 ). duning the mitial four (4) vear of the Exploration period under
Article 1V of the Concession Agreement 1ssued by Law No. ---------———---mmmmmme-
—————— (hercinafter referred to as the “Agreement™) covering SOUTHEAST
MELEIHA Area Western Desert described m Annexes “A” and "B of said
Agreement. by and between the Arab Republic of Eevpt (heremafier referred to
as “A.R.E”), EGPC and CONTRACTOR. dated ------- .
It 1s undcrstood that this Guaranty and the hability of the Guarantor hercunder

shall b¢ reduced quarterly, durmmg the period of expenditure of said twenty ong

million U.S. Dollars ($21,000,000) by the amount of monev expended bv
CONTRACTOR for such Exploration operations during each such quarter.

Each such reduction shall be established by the joint written statement of

CONTRACTOR and EGPC.
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In the event of a claim by EGPC of non-performance or surrender of the
Agrcement on the part of CONTRACTOR prior to fulfillment of said minimum
expenditure obligations under Article IV of the Agreement, there shall be no
liability on the undersigned Guarantor for payment to EGPC unless and until
such hability has bcen cstablished by written statcment of EGPC sctting forth
the amount due under the Agreement.

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

(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been informed m writing by CONTRACTOR and
EGPC that the Agreement between CONTRACTOR, A.R.E. and EGPC has
become effective according to its terms and said Guaranty shall become
cticciive on the Eftcctive Datc of said Agrecement.

(2) This Letter of Guaranty shall m any event automatically expire:

(a) Four (4) years and six (6) months after the date it becomes effective, or

(b) At such tim¢ as thc total of thc amounts shown on quarterly joint
statements of EGPC and CONTRACTOR equals or exceeds the amount
of said minimum expenditure obligation, whichever 1s earlier. |

(3) Consequently, any claim, in respect thereof should be made to the Guarantor
prior to cither of said ¢xpiration datcs at the latest accompanicd by EGPC's
writtcn  statement, sctting  forth the amount of under-cxpenditurce by
CONTRACTOR to the effect that:

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

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGPC.
Plcasc rcturn to us this Letter of Guaranty in the cvent it docs not
become effective. or upon the expiry date.

Yours Faithfully,

Accountant : .................ii

Manager : .. ... ...



VoV A et b A L8 (5) 58 Y)Y aaadl - Aan iy mll VYV

" Y_G " "i a “'
o boual

Jaall dnladl 45 paall ddaghh

Mg g auh 4gal

Bpma Yom— A " "L Gl Cam gay B obial) AEEYT ada W 5 LEYL
(el) J il Aal =l 4 padll Al ((g.pz) Lol jiae 4 jsgen On lady
N AT N B tR R S S P IV § QSRR PP g EPOR- L &

AR PRI Rt I DRT ISR DIFY | BTN PrUpENGe: Iy EPYR R FW.E VP
aie by Jolaall falial ——————mmmm i) el s gay 3 joliall
Al Ad W) sl s i (Dla 5l 36 1Y) L Al dadl Gleall 1 g
e g aabs sag 5yl Sl sasall V) sl e S Ledee @l () a
a3 9) A Yt saaiall LY ol &b Y ga e g g2 AEEITE By
o) JUsndl il ekl Hlaaly Qagll asfi Gagu o' el @ b Lad 8
Sa Lo (10) e Ruuet (Pias sl 198 S IS (el JYRS IT il
sy JEd e LU I jaiales sl JUusedligil Gl sl HUadY) 13 Dl
- a1 Apdardl Al Cum e A0S (685 Al LY s il e AaS Jrend /s
JUsadl ) &) duan (o Laad iy I3 Gl ¢ oS3 Jg gl Jysas s
JaY Wk L) Aol il agie S o Jasidl 2 (e T jaidlen ooyl
————————— O gy 3 jalall allasid 5 sl e Gl Bf YY) Al
LA HlaY s dhgll ) sl iy ) eSaa Jy il andl 4l Chsu
,danll s3a Lgia Jead) o IV

s o (Al Ayl g A Sl o WY e g gl 8 Jlhall gaas
osle Gipdes aals flie Gigas UGles s ¢ pleall 1 4
Saall Aad e o) A eV sastall Y Gl Y sy e W ( YV, v ae, v )
3 alSal Lol Jas Alad sda s ¢ Sl Glecall allaad 438 el dapally

.ol adaiyg Slaual



VWA YN A eV A L8 () 5 S 7Y daadl - Aan I 3y i

Annex C-2'
THE GUARANTY

EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

Reterenee 1s made to this Agreement 1ssucd by virtue of law No.--- of 20.... by and
between the Arab Republic of Egyvpt (A.R.E.) , The Egyptian General Petroleum
Corporation (EGPC) . APEX INTERNATIONAL ENERGY HOLDINGS II
(APEX), ("APEX" hereinafter referred to as " CONTRACTOR") .

APEX INTERNATIONAL ENERGY HOLDINGS 1l which is the partner with
EGPC in the Concession Agreement 1ssucd by virtuc of law No.------=====mcemmm-
as Guarantor and on bchalf of CONTRACTOR hercby undcrtakes that, 1f
CONTRACTOR spends during the four (4) vear mitial Exploration period less
than the minimum amount specified for such penod of twenty one million U.S.
Dollars ($21,000,000) (the difference being hereunder described as “Shortfall™),
EGPC shall notify APEX INTERNATIONAL ENERGY HOLDINGS II as
CONTRACTOR and as Guarantor in wnting of the amount of the Shortfall.
Within fifteen (15) days of receipt of said notice, APEX INTERNATIONAL
ENERGY HOLDINGS II on behalf of CONTRACTOR shall pay and / or

e

icient m value to cover the

transfer to EGPC a quantity of Petroleum su
Shorttall.

In case said Petroleum shall be transferred, it will be deducted from APEX
INTERNATIONAL ENERGY HOLDINGS II shar¢ of Pctrolcum production

from all its Dcvelopment Leascs, pursuant to the terms of the Conccssion

Agreement for Petroleum Exploration and Exploitation 1ssued by virtue of the
law No.----- Of =mmmmmmmmm and said Petroleum shall be valued at the time of the
transfer to EGPC 1n accordance with the provisions of the Concession
Agreement, from which such share has been transferred.

CONTRACTOR may at any tim¢ between the date hercof and the datc on
which this guarantv shall expire submit a bank guaranty of twenty one million
U.S. Dollars ($ 21.000.000 ) or of the value of the Shortfall in the form of the
bank letter of guaranty attached, in such event the provisions of this guaranty

shall automatically lapse and be of no effect.
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[t 15 understood that this Guaranty and the responsibility of the Guarantor under

this Guaranty shall be reduced quarterly by the amounts spent by

CONTRACTOR through the Operating Company and approved bv EGPC.

This guaranty shall cxpirc and become null and void on the date six (6) months
after the end of the nitial four (4) vear Exploration period or on the date EGPC
confirms that CONTRACTOR fulfilled its obligations hereunder.

Yours Faithfully,

APEX INTERNATIONAL ENERGY HOLDINGS 11
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ANNEX "D"
CHARTER OF OPERATING COMPANY

ARTICLE I
A jomt stock company having the nationality of the ARAB REPUBLIC OF
EGYPT shall bc formcd with the authorization of the GOVERNMENT
accordance with the provisions of this Agreement referred to below and of this
Charter.
The Companyv shall be subject to all laws and regulations in force in the AR.E.

to the extent that such laws and regulations are not mconsistent with the
provisions of this Chartcr and the Agreement referred to below,

ARTICLE II
The name of the Operating Company shall be mutually agreed upon between
EGPC and CONTRACTOR betore the datc of the Minister's of Petrolcum
approval of the Development Lease and shall be subject to the approval of the
Minister of Petroleum.

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

ARTICLE 1V .
The object of Operating Company is to act as the agency through which EGPC
and CONTRACTOR, carry out and conduct the Dcvclopment opcrations
required in accordance with the provisions of the Agreement signed on the ----
-- day of ————---mm- - by and between the ARAB REPUBLIC OF EGYPT,
THE EGYPTIAN GENERAL PETROLEUM CORPORATION and
CONTRACTOR covering Petroleum operations in SOUTHEAST MELEIHA
Area . Western Desert described therein.
Opcrating Company shall be the agenev to carry out and conduct Exploration
operations on the date 1t comes into existence pursuant to Work Programs and
Budgets approved in accordance with the Agreement.
Opcrating Company shall keep account of all costs, ¢xpensces and cxpenditures
for such operations under the terms of the Agreement and Annex "E" thereto.
Operating Company shall not engage 1n anv business or undertake any activity

beyond the performance of said operations unless otherwise agreed upon by
EGPC and CONTRACTOR.
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ARTICLE Y
The authorized capital of Operating Company 1s twenty thousand (20,000)
Egyptian Pounds divided into five thousand (5,000) shares of common stock
with a value of four Egvptian Pounds per share having equal voting rights, fully
paid and non-assessable.
EGPC and CONTRACTOR shall each pay for, hold and own. throughout the
life of Operating Company, one half (1/2) of the capital stock of Operating
Company provided that only i the cvent that cither party should transfer or
assign the wholc or any pereentage of its ownership mitcerest 1 the entirety of
the Agreement, may such transferring or assigning party transfer or assign any
of the capital stock of Opcrating Company and, 1n that cvent, such transferring
or assigning party (and its succcssors and  assignecs) must transfer and
assign a stock mterest i Opcrating Company cqual to the transfcrred or
assigned wholc or percentage of its ownership mterest m the entircty of the said
Agrecement.,

ARTICLE VI
Opcrating Company shall not own any right, title, mntcrest or ¢statc in or under
the Agreement or any Development Lease created thereunder or in anv of the
Petroleum produced from anvy Exploration Block or Development Lease
thercunder or 1 any of the asscts, cquipment or other property obtaincd or uscd
in conncction therewith, and shall not be obligatcd as a principal for the
financing or performance of any of the dutics or oblhigations of cither EGPC or
CONTRACTOR under the Agreement. Opcerating Company shall not make any
profit from any sourcc whatsocver,

ARTICLE VII
Opcrating Company shall bc no morc than an agent for EGPC and
CONTRACTOR. Whenever 1t 1s mdicated hercin that Operating  Company
shall dccide, take action or make a proposal and the like, 1t 18 understood that
such dccision or judgment 1s the result of the dccision or judgment of
EGPC/CONTRACTOR or EGPC and CONTRACTOR, as may be¢ required by

the Agrcement,
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ARTICLE VIII
Opcrating Company shall have a Board of Dircctors consisting of cight (8)
members, four (4) of whom shall be designated bv EGPC and the other four (4)
by CONTRACTOR. The Chairman shall be designated by EGPC and shall also
be a Managmg Director. CONTRACTOR shall designate the General Manager
who shall also bc a Managing Dircctor.
ARTICLE IX
Meetings of the Board of Directors shall be valid if a majonty of the Directors

)

nrmative

arc present and any decision taken at such mectings must have the a

votc of five (3) or morc of the Directors; provided, howcever, that any Dircctor
mayv be represented and vote by proxy held by another Director.

ARTICLE X
Genceral mectings of the Sharcholders shall be valid if a majonty of the capital

stock of Operating Company 1s represented thereat. Any decision taken at such

meetings must have the athrmative vote of Sharcholders owning or representing
a majority of the capital stock.

ARTICLE XI |
The Board of Directors shall approve the regulations covering the terms and
conditions of cmployment of the personnel of Opcerating Company cmployved
directly by Operating Company and not assigned thereto by CONTRACTOR
and EGPC.

The Board shall, in due course. draw up the By-Laws of Operating Company,

"

and such Bv-Laws shall bc cficctive upon being approved by a General
Meeting of the Sharcholders, in accordance with the provisions of Article X
hereof.

ARTICLE XII
Operating Company shall come into existence within thirty (30) davs after the
date of the Minister's of Petroleum approval of a Development Lease, whether

tor O1l or Gas , as provided for m the Agreement (unless otherwise agreed by

EGPC and CONTRACTOR).
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The duration of Operating Company shall be for a period equal to the duration
of the said Agreement, including any renewal thereof.
The Operating Company shall be wound up 1f the Agreement referred to above

15 terminated for any reason as provided for therein.

APEX INTERNATIONAL ENERGY HOLDINGS 11
In his capacity
Name: ... ...

By

EGYPTIAN GENERAL PETROLEUM CORPORATION

In his capacity

Name: .. ... .. .
By

Date:
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE |
GENERAL PROVISIONS
(a) Definitions:
The defimtions contamed m Article I of the Agreement shall apply to this
Accounting Procedure and have the same meanings.
(b) Statements of activity:

(1) CONTRACTOR shall, pursuant to Articlc IV of this Agreement, and
untll the coming mto existence of the Opcratng Company - m
accordance with Article VI of the Agreement - render to EGPC within
thirty (30) days of the end of each calendar quarter a Statement of
Exploration Activity rcflecting all charges and credits related to the
Exploration Operations for that quarter summarized by appropriate
classifications indicative of the nature thereof.

(2) Followmng 1ts coming mto existence, Operating Company shall render
to EGPC and CONTRACTOR within fificen (13) days of the end of
each calendar quarter a Statement of Development and Exploration
Activity reflecting all charees and credits related to the Development
and Exploration opcrations for that quarter summarized by appropriate
classifications indicative of the nature thereof, except that items of
controllable matenal and unusual charges and credits shall be detailed.
Pursuant to Articlec VII, EGPC shall audit and approvc cach statcment
of Development and Exploration Activity submitted by the
CONTRACTOR or the Operating Companyv (as the case may be). Any
comments madc by EGPC shall be reflected by the CONTRACTOR or
the Operating Company (as the case mayv be) on the Statement produced
for the next calendar quarter.

(¢) Adjustments and Audits:

(1) Each quartcrly Statcment of Exploration Activity pursuant to Article 1
(b) (1) of this Annex shall conclusively be presumed to be true and
correct after three (3) months followmg the receipt of each Statement
by EGPC unlcss within the said three (3) months EGPC takes written
cxception thercto pursuant to Article IV () of the Agreement. During
the said three (3) month period supporting documents will be available
for mspection by EGPC dunng all working hours.

CONTRACTOR will have the samc audit rights on Opcratmg Company
Statements as EGPC under this sub-paragraph.
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(2) All Statcments of Devclopment and Exploration Activity for any calendar
quarter pursuant to Article 1 (b) (2) of this Annex, shall conclusively be
presumed to be true and correct three (3) months following the receipt of
such Statement, unless within the said three (3) month period EGPC or
CONTRACTOR takes written exception thereto. Pending expiration of
said three (3) months EGPC or CONTRACTOR or both of thcm shall
have the right to audit Operating Company accounts, records and
supporting documents for such quarter in the same manncr as provided n
Article IV (f) of the Agreement.

(d) Currency Exchange:

()

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

Dollars. All U.S. Dollars c¢xpenditurcs shall be charged in the amount
expended. All Egyptian Pounds expenditures shall be converted to U.S.
Dollars at the applicable rate of exchange 1ssued by the National Bank of

Egypt on the first day of the month in which expenditures are recorded, and =

all other non-U.S. Dollars expenditures shall be translated to U.S. Dollars at
the buying rate of exchange for such currency as quoted by National
Westiminster Bank Limited, London at 10.30 am. G.M.T., on the first dav
of the month in which expenditures are recorded. A record shall be kept of
the exchange rates used 1n translating Egyptian Pounds or other non-U.S.
Dollars cxpenditures to U.S. Dollars.

Precedence of Documents: N

In the cvent of anv mconsisteney 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.

(f) Revision of Accounting Procedure:

Bv mutual agreement between EGPC and CONTRACTOR, this Accounting
Proccdure mayv be revised in writing from time to time in the hight of futurc

arrangements.
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(2) No Charge for Interest on Investment:
Interest on mvestment or any bank fees, charges or commissions related to

any bank guarantees shall not at any time be charged as recoverable costs
under the Agreement,
ARTICLE I1
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone bear
and, dircctly or through Opcrating Companv, payv the following costs and
cxpenses, which costs and cxpenses shall be classificd and allocated to the
activities according to sound and generally accepted accounting principles and
treated and recovered 1n accordance with Article VII of this Agreement:
(a) Surface Rights:

All dircet cost attributable to the acquisition, rencwal or relinquishment of

surface rights acquired and maintained in force for the Area.
(b) Labor and Related Costs:

(1) Salancs and Wagcs, which was approved by EGPC, of CONTRACTORs
or Operating Company's employees, as the case may be, directly engaged
in the various activities under the Agreement including salaries and wages
paid to geologists and other employees who are temporanly assigned to

and cmployed m such activatics.

™

ected to take

Rcasonabl¢ revisions of such salarics and wagges shall be ¢

into account changes in CONTRACTOR's policies and amendments of

laws applicable to salaries. For the purpose of this Article 1I (b) and
Article II {c¢) of this Annex. salanes and wages shall mean the assessable
amounts for A R.E. Incom¢ Taxcs, mcluding the salarcs during
vacations and sick leaves, but excluding all the amounts of the other

items covered by the percentage fixed under (2) below.
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(2) For expatnate emplovees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;

2. Cost of established plans; and

.l

. All travel and relocation costs of such expatnate emplovees and
their families to and from the emplovee's country or pomnt 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 emplovees and their families transfernng

from the A.R.E. to another location other than their countrv of
origin shall not be charged to A.R.E. Operations).
Costs under this Article II ( b ) {( 2 ) shall be deemed to be equal to seventy

percent ( 70 %) or applied percentage. which 1s lesser, of basic salanies and
wages paid for such expatnate personnel mcluding those paid durmg vacations
and sick leaves as established 1n CONTRACTOR's international policies,
chargeable under Article II (b) (1), Article II (1) of this Annex.

However, salanes and wages during vacations, sick leaves and disability are

covered by the foregoing percentage. The percentage outlined above shall be
deemed to reflecct CONTRACTOR's actual costs as of the Effective Date with

rcgard to the following benctits, allowances and costs :-

1. Housing and Utilitics Allowance.
2. Commoditics and Scrvicecs Allowance,

. Speeial Rental Allowance.

s

I

. Vacation Transportation Allowance.
. Vacation Travcl Expense Allowance.
. Vacation Excess Baggage Allowancc.

. Education Allowancces (Children of Expatriatc Emplovecs).

- -] o, r

. Hypothctical U.S. Tax Offsct (which rcsults i a rcduction of the chargeablc
pereentagg).
9. Storagc of Personal Effects.

10. Housing Returbishment Expcense.
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. Property Management Service Fees.

. Reercation Allowance.

. Retirement Plan.

. Group Life Insurance.

. Group Medical Insurance.

. Sickness and Disability.

. Vacation Plans Paid (¢xcluding Allowablc Vacation Travel Expenscs).

. Savings Plan.

o ~d O h I L) b —

. Military Service Allowance.
.FICA.

. Workman's Compensation.

o I S B O I
b = O

. Federal and State Unemplovment Insurance.

[~
o F

3. Personnel Transtcr Expensc.

24. National Insurance.

25. Income taxes on above additional benetits.

The percentages outlined above shall be reviewed at intervals of three (3) vears

from the Effective Date and at such time CONTRACTOR and EGPC will agree

on ncw pereentages to be uscd under this paragraph. :

Revisions of the percentages will take into consideration variances  in costs and

changcs in CONTRACTOR's mtcrnational policics which changs: or ¢xclude

any of the above allowances and benefits.

The revised percentages will reflect as nearly as possible CONTRACTOR's

actual costs of all its established allowances and benefits and of personnel

transfers.

(3) For cxpatnatc cmplovees temporarily assigned to Egyvpt all allowances,
costs of estabhshed plans and all travel relocation costs for such
expatnates as paid m accordance with CONTRACTOR's mtemational

policies. Such costs shall not include any admmistrative overhead.

(4) Costs of expenditure or contributions made pursuant to law or
asscssment imposcd by Governmental authority which arc applicable

to labor cost of salanes and wages as provided under Article II (b) (1),
Article II (b) (2) and Article II (1) of this Annex.
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(c) Benefits, allowances and related costs of national employees:
Bonuses, overtime, customarv allowances and benefits on a basis similar to

that prevailing for O1l companies operatmg n the A R.E., all as chargeable

undcr Article II (b) (1) and Article Il (1) of this Anncx. Scvcrance pay will
be charged at a fixed rate applied to pavrolls which will equal an amount
equivalent to the maxamum hability for severance pavment as required
under the A R.E. Labor Law.
(d) Matenial :
Matenal, equipment and supplies purchased or furnished as such by
CONTRACTOR or Operating Company.
(1) Purchases:
Material, equipment and supplies purchased shall be at the price paid by
CONTRACTOR or Operating Company plus any related cost and after
dcduction of all discounts actually received.
(2) Material Furnished by CONTRACTOR:
Matenal required for operations shall be purchased directly whenever
practicable, except that CONTRACTOR may furnish such material from
CONTRACTOR's or CONTRACTOR's Afhihated Companies stocks

outside the A R E. under the following conditions:
1. New Material (Condition "A'") :
New Material transferred from CONTRACTOR's or CONTRACTOQOR's

Affiliated Companies warchouse or other propertics shall be priced at
cost, provided that the cost of matcnal supplied 18 not lugher than
international prices for material of similar quality supplied on similar
terms, prevailing at the time such matenal was supphed.
2. Used Material (Conditions "B" and ""C"") :
(a) Material which 15 in sound and serviceable condition and 1s surtable
for reuse without reconditionmg shall be classed as Condition "B"

and priced at scventy-five pereent (753%) of the price of new matenal.



YoV A el A L3 () JoSe 1Y aaall e ey el V4t

b Lellanid S (S0 " Al cm Lead ) oSy ) sl ()
layaat sale) (SaY L..ﬁﬁ Sl oSl et LY i il
sa (1 00) Al 8 Graedy ey 2" Alls Cind i a3
lgie paall e
et odag "2 g T Ala cand leadd oKy N d el ()
- galadtal ae ralin | I danally
S aiall laxdl e AR 2 Jladly asleall ()
e e dalial) Aygiall Al bl o il Jaas oLyl
c Leie SN
: Jolall e 32 gadl M gall laa — ¥
oo paty gl Ao mi Lo Lo ) St Joldall e Y
Nge dgngdila B9 2 galt 22¢] iidl o & Joall 4ndd oM leall
A uth A J gt aly o ey W) LTl Asifall Al Al Y daes
L aeIS gl el (e
Yool adaiy Glagall e bl s3aal dad o aseldll e
sic Y1 oSled A pmall a3 O ALY Gy CalS e coemy
BRIV ledisid
D alalal) ajgd Baled g (I CANST (4)
A8 5l o il Adafl B oY da DA sy o gelly claaall JE (1)
blaadly 4508l
ahaill lgdas B agaal G dmbadd Jled Jally i Clig pas (Y)
Lening Lelans b Cpidaglly il il oll Aol ol (Jgliall 5 il
A, o Sl Jee 510 Jslial pgie lgminyg lelonty A o () gida gal
, lbenlly ZasLEN
lgahaxd (2 gaadt 6 us& _P-‘-Jaﬂ Gadhh gall s 368 Bale) 5 JE callSs ()
5y all aal




140 YoV R Gadad | A L8 () 5% 7Y saadl A 5y sl

(b) Matcrial which cannot be classificd as Condition "B" but which 1s
serviceable for origimal function but substantially not suitable

for rcconditioning, shall be classed as Condition "C" and priced

at fitty percemnt (50%) of the price of new matenal.

(¢c) Matcnial which cannot be classificd as Condition "B" or Condition

"C" shall be priced at a value commensurate with its use.

(d) Tanks, buildings and othcr cquipment involving crection Costs
shall be charged at applicable percentage of knocked - down new
price.

(3) Warranty of Materials Furmished by CONTRACTOR :
CONTRACTOR does not warrant the material furnished bevond or

back of the dealer's or manufacturer's guaranty; and 1 case of defective

material, credit shall not be recorded until adjustment has been received - -

by CONTRACTOR from manufacturcrs or their agents.
It 1s understood that the value of the Warchouse stock and spare parts
shall be charged to the cost recovery category defined above, only
when used 1n operations.

(e) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and Sup_pl.i'Et's | necessary for the
conduct of CONTRACTOR's or Operating Compﬁny's activities.

(2) Busincss travel and transportation cxpenscs to the extent covered by
established policies of CONTRACTOR or with regard to expatriate and
national cmplovees, as incurred and paid by, or for, cmplovees m the
conduct of CONTRACTOR's or Operating Company's business.

(3) Emplovyces transportation and rclocation costs for national cmploycees to

the extent covered by established policies.
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(f) Services:
(1) Outside services: The costs of contracts for consultants, services and
utilities procured from third parties.
(2) Cost of scrvices performed by EGPC, by CONTRACTOR or by their
Affihatcd Compamics n facilitics mside or outside the A.R.E. Regular,

recurring, routing services, such as terpreting magnetic tapes and/or
other analvses, shall be performed and charged by EGPC and/or
CONTRACTOR or their Affihated Companies at an agreed contracted
pricc. Major projects involving ¢ngincering and design scrvices shall be
performed by EGPC and/or CONTRACTOR or their Affihated
Companies at a negotiated contract amount.

(3) Use of EGPC's, CONTRACTOR's or their Affiliated Companies' wholly

owned equipment shall be charged at a rental rate commensurate with

the cost of owncrship and opcration, but not m ¢xcess of compctitive
ratcs currcntly prevailing m the AR E. .
(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies' rates
shall not include any administrative or overhead costs.
(g) Damages and Losses:
All costs or expenses, necessary to replace or repair damages or losses
incurred by fire, flood, storm, theft, accident or any other cause not
controllable by CONTRACTOR or Operating Company through the
exercise of reasonable diligence. CONTRACTOR or Operating Company
shall furmish EGPC and CONTRACTOR written notice of damages or
losscs incurred in ¢xeess of ten thousand ($10,000) U.S. Dollars per
occurrence, as soon as practicable after report of the same has been
recelved by CONTRACTOR or Operating Company.
(h) Insurance and Claims:
The cost of any public hability, property damage and other  insurance
against habilitics of CONTRACTOR, Opcrating Company and/or the
parties or any of them to their emplovees and/or outsiders as mayv be
required by the laws, rules and regulations of the GOVERNMENT or as the

partiecs may agree upon. The proceeds of anv such msurance or claim

colleeted, Icss the actual cost of making a claim, shall be credited against
opcrations.
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If no msurance 18 carricd for a particular rnisk, mm accordance with good
international (hl field practices, all related actual expenditures incurred and

paid by CONTRACTOR. or Operating Company 1n settlement of any and all

losscs, claims, damages, judgments and any other cxpenscs, including  legal
ServICes.
(1) Indirect Expenses:
Camp overhead and facilities such as shore base, warechouses, water systems,
road svstcms, salarics and cxpenscs of ficld supcrvisory personnel, ficld clerks,
assistants, and other general emplovees indirectly serving the Area.
(1) Legal Expenses:
All costs and cxpenscs of litigation, or lcgal scrvices otherwise necessary or
expedient for the protection of the Area, including attornev's fees and
expenses as heremafter provided. together with all judgments obtammed
against the partics or any of them on account of the opcrations under the
Agreement, and actual expenses incurred by any party or parties hereto "
securing evidence for the purpose of defendmmg against any action or claim

prosecuted or urged against the operations or the subject matter of the

.

Agreement. In the event actions or claims affecting the interests hereunder

shall be handled by the legal staff of one or more of the parties hereto, a

chargc commgensuratc with cost of providing and furmishing such scrvices
may be made to operations. |

(k) Taxes: DR
All taxcs, dutics or levics paid in the ARE. by CONTRACTOR or
Operating Company with respect to this Agreement other than those

covered by Article III (g) (1) of the Agreement.

(I) Continuing CONTRACTOR Costs:
Costs of CONTRACTOR activities required under the Agreement and incurred
exclusively m the ARE. afier Operatng Company 1s formed. No sales

cxpenscs incurrcd outside or mside the A.R.E. may be recovered as a cost.
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(m) Other Expenditures:
Any costs, expenses or expendrtures, other than those which are covered and dealt
with by the foregoing provisions of this Article 11, incurred by CONTRACTOR or
Operating Company under approved Work Programs and Budgets.
ARTICLE 111
INVENTORIES
(a) Periodic Inventories, Notice and Representation:
At rcasonable mntervals as agreed upon by EGPC and CONTRACTOR
mventories shall be taken by Operating Company of the opcrations
matcrials, which shall include all such matenals, physical asscts and
construction projcets. Writicn notice of micntion to take mmventorv shall be
given by Opcrating Company to EGPC and CONTRACTOR at Icast thirty
(30) days bcforc any imnventory 1s to begm so that EGPC  and
CONTRACTOR may be represented when any inventory 18 taken, Failure of
EGPC and/or CONTRACTOR to bc represented at an mventory shall bind

them to aceept the mventory taken by Opcerating Company, who shall in that

cvent furnish the party not represented with a copy thereof.

(b) Reconcihation and Adjustment of Inventories: o
Reconciliation of inventory shall be made by CONTRACTOR. and E'G'PC,
and a list of ovcrages and shortages shall be jointly determined by Opcrating
Company and CONTRACTOR and EGPC, and thc inventory adjusted by
Opcrating Company.

ARTICLE IV
COST RECOVERY

(a) Statements of Recovery of Costs and of Cost Recovery Petroleum:
CONTRACTOR shall, pursuant to Article VII of the Agrcement, render to EGPC as
promptly as practicablc but not latcr than fiftcen (15) days after meceipt from
Opcrating Company of the Statcments for Development and Exploration Activity
for the calendar quartcr a Statcment for that quarter showing;

1. Recoverable costs carricd forward from the previous quarter, if any.

2. Recoverable costs incurred and paid during the quarter.
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3. Total recoverable costs for the quarter (1) + (2).

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

3. Amount of ¢costs recovered for the quarter.

6. Amount of recoverable costs carried into the succeeding quarter, if any.

7. Excess, 1if anv, of the value of Cost Recovery Petroleum taken and
scparatcly disposced of by CONTRACTOR over costs recovered for the
quarter.,

Pursuant to Article VII, EGPC shall audit and approve each Statement of
Development and Exploration Activity submitted by the CONTRACTOR and
the total production and pricing related to the relevant calendar quarter. Any
commcnts made by EGPC shall be rcflected by the CONTRACTOR on the
statement produced for the next calendar quarter.

(b) Payments:

If such Statement shows an amount due EGPC, payment of that amount

shall be made in U.S. Dollars by CONTRACTOR with the rendition of such

Statement. If CONTRACTOR fails to make anv such payment to EGPC on

the date when such payment is due, then CONTRACTOR shall pay interest

of two and one half percent (2.5%) per annum higher than the London

Interbank Borrowing Offered Rate (LIBOR) for three (3) months U.S.

Dollars deposits prevailing on the date such interest is calculated. Such

interest payment shall not be recoverable.

(c) Settlement of Excess Cost Recovery Peti'ﬂ.léulﬁt.'

EGPC has the right to take its entitlement of Excess Cost Recovery

Petroleum under Article VII (a) (2) of the Agreement in kind during the said

quarter. A settlement shall be required with the rendition of such Statements

in case CONTRACTOR has taken more than its own entitlement of such

Excess Cost Recovery Petroleum,
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(d) Audit Right:
EGPC shall have a pernod of twelve (12) months from reccipt of any Statcment
under this Article IV m which to audit and raise objection to any such
Statement. EGPC and CONTRACTOR shall aeree on anv required
adjustments. Supporting documents and accounts will be available to EGPC
during said twelve (12) month period.
ARTICLE ¥V
CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:
CONTRACTOR will cstablish an Exploration Obligation Control Account
and an offsetting contra account to control therein the total amount of
Exploration expenditures reported on Statements of activity prepared per
Article 1 (b) (1) of this Anncx, lcss any reductions agreed to by EGPC and
CONTRACTOR following written exceptions taken by a non-operator
pursuant to Article I (c) (1) of this Annex. 1 order to determine when
minimum Exploration obligations have been met.
(b) Cost Recovery Control Account:
CONTRACTOR will establish a Cost Recovery Control Account and an off-
setting contra account to control therein the amount of cost remaining to be
rccovered, 1f any, the amount of cost recovered and the valuc of Excess Cost
Recovery Petroleum, if any.
(¢) Major Accounts:
For the purposc of classifving costs, cxpensces and cxpenditurcs for Cost
Recovery as well as for the purpose of establishing when the minimum
Exploration obligations have been met, costs, expenses and expenditures
shall be recorded in major accounts including the following:
- Exploration Expenditures;
- Development Expenditures other than Operating Expenses:
- Opcrating Expcnscs;
Necessary sub-accounts shall be used.
Revenue accounts shall be mammtained by CONTRACTOR to the extent
necessary for the control of recovery of costs and the treatment of Cost

Recovery Petroleum.
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ARTICLE VI

TAX IMPLEMENTATION PROVISIONS
It 15 undcrstood that CONTRACTOR shall bc subject to Egvptian Income

'_

"ax Laws except as otherwise provided in the Agreement, that any A.R.E. Income

Taxes paid by EGPC on CONTRACTOR's behalf constitute additional mcome to
CONTRACTOR, and tlus additional mcomc 1s also subjcct to ALRE. mcome tax,
that 15 "erossed up".

“"CONTRACTOR's annual income™, as determmed in Article 1 (g) (3) of ths
Agreement, less the amount equal to CONTRACTOR's grossed-up Egyptian
income tax hability. shall be CONTRACTOR's "Provisional Income”.

The "gross-up valuc" 15 an amount added to Provisional Incomc to give

"Taxable Income”, such that the grossed-up value 15 equivalent to the A.R.E.
Incomc Taxcs.

THEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value

and

Grossed-up Value = A .R.E. Income Tax on Taxable Income.

If thc "A.R.E. Income¢ Tax ratc", which mcans the cffcctive or compositc tax
rate due to the various AR E. taxes levied on 1income or profits, 1s constant and
not dependent on the Ievel of mcome, then:

Grossed-up Value = A R.E. income tax rate TIMES Taxable Income.

Combining the first and last equations above .

Provigional income X Tax Rate

Grossed-up Value = |
| - Tax Rate
Where the tax rate is expressed as a decimal.
The above computations are illustrated by the following numerical example.
Assuming that the Provisional Income 1s $10 and the A R .E. Income Tax rate 1s

forty percent (40%). then the Grossed-up Value 1s equal to:
$10X 04 =8§6.67

1 -04
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Therefore:

Provisional mmcome $10.00
Plus Grossed-up Value 6.67
Taxable Income $16.67
Less: A.R.E. Income Taxes at 40% _06.67

CONTRACTOR's Income after taxes $10.00
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