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AMENDING AGREEMENT OF THE
CONCESSION
AGREEMENT ISSUED BY LAW
NO. 155 OF 1963
FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN GENERAL PETROLEUM
CORPORATION

AND
APACHE UMBARKA CORPORATION LDC
IN
UMBARKA AREA
WESTERN DESERT
A.R.E.

This Amending Agreement made and entered on this ...................... day
of oo, 200 , by und between the ARAB REPUBLIC OF
EGYPT (hercinafter referred to variously as "ARE." or as the
"GOVERNMENT™), the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1958 as
amended (hercinafter referred to variously as "EGPC") and APACHE
UMBARKA CORPORATION LDC, a limited shares corporation
organized and existing under the laws of the Cayman Islands (heremafter
referred to variously as “APACHE UMBARKA" or as “CONTRACTOR").



R g STy L DR PRIE I R IR oW V5 TR

p— . el T P L

:wﬁl “—'i:

i——'ﬁLn.n[}}l M".YMTG i_'I-JJ..A __;L\_—nl Lﬂ.:!r‘,.u‘ d.‘:-L\..aJI.fJJ u!!i...n—.:-
VAT el Yoo 1’5_.1

g i) e |l lzal Loslis| Lpahans &) ikl e o 132] Losf 5 & e,
il o el Ul L] e 5 B lal) Wiy iy Leats 3500 ]

yeivi POV SN N LR PPy | Lu|,._§‘,.rl:-t..a1 YL bt A £ Sy
; u_,...:..r.a.:..nF_,JH:l.q.U uﬂflmm‘_ﬁwfr_h ’i‘\'\'f't.......! Yoo [.jJ
Lg—auw;ﬂ; U‘u'-.d.‘h.bﬁj[.'rmm
E L,;f_ \«11-._4 Voo o3, oyl eyt nﬁl..aJl de_.wlguluj Ldf_ N
ds o] 231, zﬁri;@mm_;pml,;wwﬁj 2 pects ks
La.:bw @__,UUJLL_..;I (o) uwla;u@;mdl;.uu la f-‘u_, Lg...i:-_,,a:u.....-
g;l"-n-'ﬂ-"/“..n.k.ujﬁ_,.ll

J.a_':'_'f {(MIH—: Lg-:JE_;LJq' 2 J-}_.Ll.‘ij' L_-.“"Laj'l LGL_J'J‘;L“ E\.EL...U,_;I o §
LSl den e sl A

ke o pmad) Ll ot om0 e 3l o 38 L0 20l o cosy
ar il acreaty Jy ol e sl Jlaely pandy Led Vylie Ly L Laud
bl

ap WU 3 plall Slca¥ Lili) by 2 pensr Judad (5 b3 o S| ol G s
L_jwlabh,_.@uwu,_uihuuj[.is_,.;;mwurmwn o5
iﬂiﬁJﬂJ—’J—”

ol b e e Jodnstl A5l SUBT 3asl aas . Ui



T SN TSR { B O PUIC) I A RPN SO [ ¥V 4

WITNESSETH

WHEREAS, the Minister of Industry entered into the Concession
Agreement dated September 25, 1963 (the “*Western Descrt Concession

Agrecement”), as approved and enacted into legislation in the form of
Law No. 155 of 1963; and

WHEREAS, pursuant to Article X of the Western Desert Concession

Agreement portions of the area covered by the Western Desert
Concession Agreement have been converted to development leases;

WHEREAS, as a result of several assignments the holders ot the
Concession Agreement 1ssued by law No., 155 of 1963 have become
EGPC in the Abu Qir Development Lease 1n accordance with Article
XIV; IPR Transoil Corporation n the Yidma/Alamem Development
Lease;, and APACHE UMBARKA, in the Umbarka Development Lease
in accordance with Article XLIV, and

WHEREAS, the holders of the nghts and privileges of the Umbarka
Development Lease Area (EGPC and APACHE UMBARKA} of the
Concession Agreement issued by law No. 155 of 1963 desire to amend
the terms and conditions of the Concession Agreement of the Umbarka
Development Lease Arca. This Amending Agreement shall remain in
full force and effect from the effective date of this Amending Agreement
for the term specified 1n Article 11 (b) shall be apphed only on Umbarka
Development Lease Arca and shall not be applied on the Development
I.ease Arcas of Abu Qir and Yidma / Alamein; and

WHEREAS, the area referred to this Amending Agreement as the “Area”™
encompasses the acreage covered by the Umbarka Development Lease;
and

WHEREAS, APACHE UMBARKA agrees to undertake its obligations
provided hereinafter as CONTRACTOR with respect to the explorauon,
development and production of petroleum in the Area; and

WHEREAS, the GOVERNMENT desires hereby to amend all the conditions
of the Concession Agreement issued by law No. 155 of 1963 only 1n the

Umbarka Development Lease Area from the Effective Date of this
Amending Agreement; and

NOW, THEREFORE, the parties hereto agree as rollows:
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(b)
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ARTICLE I
DEFINITEONS

"Exploration” shalfl include such geological, geophysical, aerial and
other surveys as may be contained in the approved Work FPrograms
and Budgets, and the drilling of such shot holes, core holes,
stratigraphic tests, holes for the discovery of Petroleum or the
appraisal of Petroleum discoveries and other related holes and
wells, and the purchasec or acquisition of such supplies, materials,
services and cquipment therefor, all as may be contained in  the
approved Work Programs and Budgets. The verb "explore” means
the act of conducung Exploration.

"Development” shall include, but not be hmited to, all the
operations and activities pursuant to approved Work Programs and
Budgets under this Agreement with respect to:
(i} the drilling, plugging, deepening, side tracking, re-dniling,
completing, equipping of development wells, the changing ot
the status of a well, and

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

(1i1) transportation, storage and any other work or activities necessary
or ancillary to the activities specitied in (1) and (11},

(¢) "Petroleurn” means Liquid Crude Oil of various densities, asphalt, Gas,

casinghcad gas and all other hydrocarbon substances that may be
found in, and produced, or otherwise obtained and saved from the Area
under this Agreement, and all substances that may be extracted
theretrom.
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(d)

“Liquid Crude Oil” or “Crude Oil” or “Oil” means any hydrocarbon

produced from the Area which is in a liquid state at the wellhead or
Icase separators or which 15 extracted from the Gas or casinghead
gas in a plant. Such liquid state shall exist at sixty degrees
Fahrenheit (60°F) and atmospheric pressure of 14.65 PS1A. Such

term includes distillate and condensate.

(e) “Gus” mcans natural gas both associated and non-associated, and all

of its constituent elements produced from any well n the Area
(other than Liquid Crude Oil) and all non-hydrocarbon substances
therein, Said term shall include residual gas, that Gas remainmng

after removal of LPG.

(f) “LPG” means liquefied petroleum gas, which is a mixture principally

of butane and propanc liquefied by pressure and temperature.

(g) A "Barrel” shall consist of forty-two (42) United States galions,

(h}~

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

‘Commercial Gas Well” means the first well on any geological
feature which after testing for a period of not more than thirty (30)
consecutive days where practical, but 1n any event in accordance
with sound and accepted industry production practices, and verified
by EGPC, is found to be capable of producing at the average rate of
not less than fifteen million (13,000,000) standard cubic feet of Gas
per day (MMSCFD). The date of discovery of a “Commercial Gas
Well” is the date on  which such well is tested and completed

according (o the above.
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(1) “A.RE. means ARAR REPUBLIC OF EGYPFPT.

(1) “Effectnve Date” means the date on which the text of this

Agreement is signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant Law 1s issued.

(k) (1} "Ycar" mcans a pertod of twelve (12) months according to the

Cregonan Calendar.

(2) "Calendar Year" means a period of twelve (12) months
accordmg to the Gregornian Calendar being Ist January to

31st December.

(I) “Fmancial Year™ means the GOVERNMENT s financial year according
to the laws and regulations of the A R.LE.

(m} “Tax Year ™ means the penoxd of twelve (12) months according to the laws

and regulations of the A.R.E.
(n) An “Affiliated Company” means a company:

(1) of which the sharc capital, conferring a majority of votes at
stockholders’ meetings of such company, is owned directly or
indirectly by a party hereto; or

(1) which 1s the owner directly or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a

party hereto; or

(m) of which the share capital conferring a majority of votes at
stockholder's meetings of such company and the share capital
conferring a majonity of votes at stockholders' meetings of

a party hereto are owned directly or indirectly by the same

company.
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(0)
(p)

(q)

i

()

“EGAS" shall mean Egyptian Natural Gas Holding Company.

“Development Block™ shalt mean an area, the corner points of
which have to be comcident with one (1) minute by one (1) minute
latitude and longitude divisions, according 1o the Intermational Gnd
System where possible or with the existing boundaries of the Area
covered by this Amending Agreement as set out in Annex “A”.

“Development Lease(s)” shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have to be coincident with one (1) minute by
one (1) minute latitude and longitude divisions according to the
International Grid System where possible or with the existing
boundaries of the Ared covered by tns Amending Agreement as set

out 1n Annex “A".
Agreement’’ shall mean this Amending Agreement and its Annexes.

“Gas Sales Agreement’ shall mean a written agreement between
EGPC and CONTRACTOR (as sellers) and EGPC or The Egyptian
Natural Gas Holding Company “EGAS™ or a mutually agreed third
party (as buyer), which coniains the terms and conditions for Gas
sales from a Development Lease entered into pursuant to Article VLI (e).

“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).

(u) “Western Desert Concession Agreement” shall mean Concess'mn

Agreement issued by law No. 155 of 1963.

(v) “Expenditur¢” shall mean all costs related to Exploraton

Expenditures, Development Expenditures and Operating Expenses
incurred by Operating Company n the Area as from the etfective
date of this Agrecmenit.
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ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex “A” is a description of the area covered and affccted by this

Agreement, hereinafter referred o as the "Area”.

Annex “B” is a provisional illustrative map on the scale ol
approximatcly indicating the Area covered and affected by this

Agreement and described in Annex “A”,

Annex “C” is the form of a Letter of Guaranty to be submitted by
Apache Qarun Exploration Company LDC us guaranier on behalf of
CONTRACTOR to EGPC one (1) day before the time of signature by
the Minister of Petroleum of this Agreement, guaranteeing the execution
of CONTRACTOR’s minimum obligations hereunder during the three
(3) years starting from the Effective Date of this Agreement by paying
and/or transferring a quantity of crude oil sufficient in value to cover the
shortfall between the sum of twenty million U.S. Dollars (3 20,000,000)
and the amount of money spent by CONTRACTOR and approved by
EGPC on Exploration and Development activities related thereto. The
Letter of Guaranty shall remain effective for six (6) months after the end
of the three-year period for which it has been 1ssued except as 1t may

released prior to that time in accordance with the terms hereof.

Annex “D” is the form of a Charter of the Operating Company (o be

formed as provided for in Article VI hereof.
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Annex “E” is the Accounting Procedure.

Annex “F” 1s a current map of the National Gas Pipeline Grid
System established by the Government. The point of delivery 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 point on the
Nauonal Gas Pipehine Gnd System as depicied in Annex “F7 or as

othcrwise agreed by EGPC and CONTRACTOR.

Annex “G77 18 the Umbarka Development Lease area.

Annexes "A”, “B7, “C7, D7, "E”, FT and "G to this Agreement
are hereby made part hereof, and they shall be considered as having
equal force and effect with the provisions of this Agreement.

ARTICLE III
GRANT OF RIGHTS AND TERM

The GOVERNMENT has been granted EGPC and CONTRACTOR
an exclusive Concession pursuant to the Concession Agreemcent 1ssucd
by law No, 155 of 1963 for the Area described in Annexes “A” and “B”
subject to the terms. covenants and conditions set out in this Agreement,

which msofar as they are contrary to or inconsistent with any provis:ons
of Law No. 66 of 1953, as amended, shall have the force of Law.

(a) The GOVERNMENT shall own and be entitied, as hereinafter
provided to a royalty m cash or in kind of ten percent (109} of the
total qguantity of Pctroleum produced and saved from the Area
during the Development period including renewal. Said royalty
shall be borne and paid by EGPC and shall not be the obligation of
CONTRACTOR. The payment of royalties by EGPC shal] not be
deemed to result 1n income attributable to the CONTRACTOR.
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(b) Development Lease:

(1)

{11}

The Umbarka Development Lease is hercto attached as Anncx
“G7. The parties hereby acknowledge and agrec that, except as
set forth in this Agreement, the Umbarka Development Lease
shall no longer be governed by the Western Desert Concession
Agreemen! from the Effective Date of this Agreement, but instead
shall be governed by the terms and conditions of this Agreecment.
The parties hercby confirm that, except as modified by this
Agreement, the Umbarka Development Lease shall remain in full
torce and ef{ect and is hereby ratified and confirmed in all respects.

The development period of the Umbarka Devclopment Lease
shall be twenty (20) years from the Effective Datc of this
Agreement plus the Option Extension Period (as defined
below).

(1a) CONTRACTOR shall immediately notify EGPC of any
new Commercial Gas Discovery lollowing the Effective
Date of this Agreement but shall not be required to apply
tor a new Development Lease in respect of such Gas. The
notice of Commercial Gas Discovery shall contamn all
detailed particuiars of the discovery and especially the area
of Gas reserves, the estimated production potential and
profile and field hfe. Within sixty (60) days following
receipt of such notice, EGPC and CONTRACTOR shali
meet and review all appropriate data with a view to
mutually agreeing upon the existence of a Commercial
Discovery. EGPC and CONTRACTOR shall endeavor with
diligence to find adequate markets capable of absorbing the
production of Gas and with respect to the local markets,
EGPC shatl advise CONTRACTOR of the potential outlets
tor such Gas and the expected annual schedule of demand.
Thereatter, EGPC and CONTRACTOR shall meet with 2
view (0 assessing whether the outlets for such Gas and
other relevant factors warrant the deveiopment and
production of the Gas and in case of agreement the Gas thus
made available shall be sold to EGPC, EGAS or a third
party under a long-term gas sales agreement in accordance
with and subject 1o the conditions set forth in Article VIL
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(bb) CONTRACTOR shall immediately notify EGPC of any (hl
Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Oil.

The “Optional Extension Period” shall mean a period of
five (5) years which may be e¢lected by CONTRACTOR
upen six (0) months written notice to EGPC prior to the
expiry of the twenty (20) year peniod.

(¢) In the event no Commercial Production of Oil in regular shipments
or Commercial Production of Gas in accordance with a Gas Sales
Agreement or scheme is established in any Deveclopment Block
within five (5) years from the Effective Date of this Agreement, such
Development Block shall be relinquished, unless otherwise agreed
upon by EGPC. Each Development Block in a Development Lease
being partly within the radius of drainage of any producing well m
such Development Lease shall be considered as participating in the
Commercial Production referred to above.

(d) CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but
such costs and expenses shall not include any nterest on investment.
CONTRACTOR shall look only to the Petroleum to which 1t 1s
entitled under this Agreement to recover such costs and expenses.
Such costs and expenses shall be recoverable as provided 1In
Article VII. During the term of this Agreement and its renewal,
the total production achieved in the conduct of such operations shali
be divided between EGPC and CONTRACTOR in accordance with
the provisions of Article VIL

(&) (1) Unless otherwise provided, CONTRACTOR shall be subject t0
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
records.
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(2}

CONTRACTOR's annual ncome for Egyptian income tax

purposes under this Agreement shall be an amount calculated
as follows:

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

(3)

Reduced by:
(1) The costs and expenses of CONTRACTOR;

(11) The value as determined according to Article VIIL {c), of
EGPC's share of the Excess Cost Recovery Petroleum
repuld to EGPC in cash orin kind, if any,

Plus:

An amount equal to CONTRACTOR's Egyptian income faxcs
grossed up in the manner shown in Article V1 of Annex “E” .

For purposes of above tax deductions in any Tax Year, Arucle
VII (a) shall apply only in respect of classification of costs and
expenses and rates of ameortization, without regard 1o the
percentage limitation referred to in the first paragraph of
Article VIT {a) {(1). All costs and expenses of CONTRACTOR
in conducting the operations under this  Agreement which arc
not controlled by Article VII (a) as above gualified shall be
deductible in  accordunce with the provisions of the Egyptian
Income Tax Law.

EGPC shall assume, pay and discharge, 1in the name and on
behalf of CONTRACTOR, CONTRACTOR's BEgyptian income
tux out of EGPC's share of the Petroleum produced and saved
and not used in operations undcr Articte VIL.  All taxes paid by
EGPC in the name and on bechall of CONTRACTOR shall be
considerced income to CONTRACTOR.
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(4) EGPC shall furnish to CONTRACTOR the proper otficial
receipts evidencing the payment of CONTRACTOR's Egyptian
income tax for each Tax Year within ninety (90} days
following the receipt by EGPC of CONTRACTOR's tax
declaration for the preceding Tax Year. Such receipts shall be
issued by the proper Tax Authorities and shall state the amount

and other particulars customary for such receipts.

(5)' As used herein, Egyptian Income Tax shall be inclusive of all
income taxes payable in the A.R.E. (including tax on tax) such
as the tax on income from movable capital and the tax on
profits from commerce and industry and inclusive of taxes
based on income or profits including all dividends, withholding
with respect to shareholders and other taxes imposed by the
GOVERNMENT of AR.E. on the distribution of mcome or
profits by CONTRACTOR.

(6) In calculating its A.R.E. income taxes, EGPC shall be entitled
to deduct all royalties paid by EGPC to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGPC
on CONTRACTOR’s behalf.

(f) Notwithstanding any other provision of this Agreement, the parties
acknowledge and agree that all activities conducted in the area
covered by the Umbarka Development Lease prior to the Effective
Date of this Agreement, including but not limited to production of
Petroleum, purchases of Petroleum, and expenditures incurred by
South Umbarka Petroleum Operating Company related to the

operations of the Umbarka Development Lease shall be governed by

the Western Desert Concession Agreement.
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(a)

(b)

ARTICLE 1V
MINIMUM WORK OBLIGATION

EGPC shall make available for CONTRACTOR’ s usc all seismic,

wells and other Expioration data in EGPC s possession with respect

(o the Arca as EGPC 15 entitled 10 so do.

CONTRACTOR through Operating Company shall spend a
minimum of twenty million ($20,000,000) U.S. Dollars on
Exploration and Development acuvities related thereto during the
three (3) years starting from the Effective Date; provided that
CONTRACTOR shall acquire 3-D seismic program and drifl ten (10)

wells.

In the event at the end of the third year from the Effective Dalte
CONTRACTOR has expended less than the total sum of twenty
mithon ($20.000,000) U.S. Dollars, an amount equal to the
difference between the said twenty million ($20,000,000) U.S.
Dollars and the amount actually spent on Exploration and
Development acuvities relaicd thereto, shall be pad by
CONTRACTOR to EGPC within six (6) months from the end of the
third year from the Effective Date. Provided this Agreement is still
in force as to CONTRACTOR, CONTRACTOR shall be entitled to
recover any such paymernts in the manner provided for under Article

V1 in the event of Commercial Production.

(c) Operating Company shall supply EGPC, within thirty (30) days from

the end of each calendar quarter, with a statement of Expenditure
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activity showing costs incurred by Qperating Company during such
quarter. Operating Company’s records and necessary supporting
documents shall be availabie for inspection by EGPC at any time
during regular working hours for three (3) months from the date of

recelving cach statement.

Within the three {(3) months {rom the date of receiving such
Statement, EGPC shall advise CONTRACTOR in writing if 1t
considers:

(1)
(2)

(3)

(4)

that the record of costs 18 not correct;, or

that the costs of goods or services supplied arc not in line with
the international market prices for goods or services of similar
quality supplied on similar terms prevaithng at the time such
goods or services were supplied, provided however, that

purchases made and services performed within the A R.E. shall
be subject to Article XXVI; or

that the condition of the materials furnished by Operating
Company does not tally with their prices:; or

that the costs incurred are not reasonably required tor operations.

CONTRACTOR shall confer with EGPC in connection with the
problem thus presented, and the parties shall attempt to  reach
a settlement which 1s mutually satistactory.

Any reimbursement due to EGPC out of the Cost Recovery
Petroleurn as a result of reaching agreement or of an arbutral
award shall be promptly made in cash to EGPC, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum
from the date on which the disputed amount(s) would have been
paid to EGPC according to Arttcle VIIL (a} (2) and Annex “E” of
this Agreement (i.e., the date of rendition of the relevant Cost
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Recovery Statement) to the date of payment. The LIBOR rate
applicable shall be the average of the figure or figures published
by the Financial Times representing the mid-point of the rates
(btd and ask) applicable 1o one month U.S . Dollars deposits in the
London Interbank Eurocurrency Market on each fifteenth (15th)
day of each month coccurmng between the date on which the
cdisputed amount(s) would have been paid to EGPC and the date
on which it 1s settled.

If the LIBOR rate 1s avatlable on any fifteenth (I15th) day but is
not published in the Financial Times 1n respect of such day for
any redason, the LLIBOR rate chosen shall be that offcred by
Citibank N.A. to other leading banks i the London Interbank
Eurccuitency Market for eone month U.S. Dollar deposits. If
such fifteenth (15th} day is not a day on which LIBOR rates are
quoted 1 the [.ondon Interbank Eurocurrency  Market, the
LIBOR rate to be used shall be that quoted on  the next

[ollowing day on which such rates are quoted.

If within the time limit of the three (3) month period provided
tor in this paragraph, EGPC has not advised CONTRACTOR of
1ts objcction to any Statement, such Statement shall be considered

4s approved.

CONJRACIOR shall supply all funds necessary for sts
operations 1 the A R.E under this Agrecment in {reely
convertible currency from abroad. CONTRACTOR shall have
the rnght to freely purchase LHgyptian currency in the amounts
hecessary for 1ts operations in the A.R.E. from any bank or
entity authorized by the GOVERNMENT o cenduct foreign

currency cxchanges.
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(e) EGPC 1s authorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agreement
against.receiving from CONTRACTOR an equivalent amount
of U.S. Dollars at the official A.R.E. rate of exchange, such
amount (n U.S. Dollars shall be deposited in an EGPC account
abroad with a correspondent bank of the National Bank of Egypt,
Cairo. Withdrawals from saird account shall be used for
financing EGPC's and its Affiliated Companies' foreign currency
requirements subject to the approval of the Minister of
Pctroieum.

ARTICLE V
VOLUNTARY RELINQUISHMENTS

CONTRACTOR may, voluntarily, relinquish all or any part of the
Arca provided that at the time of such voluntary relingquishment its
Exploration and Development obligations under Article 1V(b) of this
Agreement have been satistied.

ARTICLE VI

OPERATING COMPANY

(1} On the Effective Date of this Agreement, EGPC and CONTRACTOR
shall form in the A.R.E. an operating company pursuant to
Article VI (b) and Annex "D {(hereinafter referred 0 as
“Operating Company '} which company shalt be named by mutual
agreement between EGPC and CONTRACTOR and such name shall
be subject to the approval of the Minister of Petroleum. Said
company shall be a private sector company. Operating Company
shall be subject to the laws and regulations 1in force 1n the A R.E. to
the extent that such laws and regulations are not inconsistent with
the provisions of this Agreement or (he Charler of Operaling
Company.
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However, Opcrating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or hereafter amended or substituted:

- Law No. 48 of 1978, on the employees reguiations of public sector
COMmpanics;

- Law No. 159 of 1981, promulgating the taw on joint stock
compantes, partnership limited by shares and limited hability
companies: |

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

_ Law No. 203 of 1991 promulgating the law on public business sector
companies; and

- Law No. 38 of 1994, aorganizing dealings in {oreign currencies.

(b) The Charter of Operaiing Comparny is hereto attached as Annex "D
On the Effective Date of this Agrecment (unlgss otherwise agreed
upon by EGPC and CONTRACTOR), the Charter shail take effect
and Operating Company shall astomatically come into existence
without any further procedures. The Operating Company shall
authorize Khalda Petroleumn Company or any other operating
company mutually agreed between EGPC and CONTRACTOR to
carry out operations in the Arca on behalf of thc Operating
Company.

(¢) Not later than four (4) months before the end of the current Financial
Year (or such other date as may bc agreed upon by EGPC and
CONTRACTOR) and four (4) months prececing the commencement
of each succeeding Financial Year thereafter (or such other date as
may be agreed upon by EGPC and CONTRACTOR), Operating
Company shall preparc an annual Production Schedule, Work
Program and Budget for further Exploration and Development for
the succceding Financial Year. The Production Schedule, Work
Program and Budget shall be submitted to the Board of Directoss for
approval.
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(d) Not later than the twenticth (20th) day of cach month, Operating
Company shall furmish to CONTRACTOR a written estimate of its
total cash requirements for expenditure for the first half and the
second halt of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take mnto
consideration any cash expected to be on hand at month end.

Payment for the appropriate perncd of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first {1lst) day and fifteenth (15th) day respectively, or the next
following business dayv, if such day 1s not a business day.

() Operating Company is authorized to keep at its own disposal abroad
In an accouni opened with a correspondent bank of the National
Bank of Egypt, Cairo, the foreign funds advanced by CONTRACTOR.
Withdrawals from said account shall be used for payment for goods
and services acquired abroad and for transferning to a locai bank 1n
the A.R.E. the requircd amount to mect the expenditures in Egyptian
Pounds for Operaung Company 1n connection with its activitues
under this Agreement.

Within sixty (60) days after the end of each Financidal Year,
Operating Company shall submit to the appropriate exchange control
authorities in the AR.L. a statement, duly certified by a recognized
firm of auditors, showing the funds credited to that account, the
disbursements made out of that account and the balance outstandimg
at the end of the Year.

(f) If and for as long during the penod of production operations there
ex1sts an excess capacity i facilities which can not during the penod
of such excess be used by the Operating Company, EGPC shall use
the excess capacity 1f 1t so desires without any hnancial or
operational disadvantage to the CONTRACTOR or Operating
Company.
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ARTICILE VII
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
cxpenditurcs 1t respect of all the Exploration, Development and
rclated operations under this Agreement to the extent and out of
forty percent (40%) of all Petroleum produced and saved from
the Development Lease within the Arca hereunder and not used
in Petroleum operations. Such Petroleum is hereinafter referrcd

to as “'Cost Recovery Petroleum™.

For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery, the following

terms shall apply:

1- “Expleration Expenditures™ shall mean all costs  and
cxpenses incurred by the Operating Company after the
bBtfective Date teor Exploration and the related portion of

indirect expenses.

2- "Development Expenditures”™ shall mean all costs and
expenses incurred by the Operating Company after the

Effective Date tor Development (with the exception of

Operating Expenses) and the rclated portion of induect

expenses.
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3- "Operating Expenses” shall mean all costs, expenses and
expenditures of Operating Company made after  the
Effective Date, which costs, expenses and expenditures are

not normally depreciable.

However, Operating Expenses shall include workover, repair
and mamtenance of assets but shall not include any of the
tollowing: side tracking, redrilling and changing of the status of
a well, replacement of assets or part of an asset, additions,
improvements, renewals or major overhauling that extend the

lite of the asset.

Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery

Petrolcum in the following manner:

(1) Expioration Expenditures, shall be recoverable at the rate of
twenty-five percent (25%) per annum starting after the
Eftective Date of this Agreement and in the Tax Year in

which such Expenditurcs are incurmred and paid.

(11) Development Expenditures, shall be recoverable at the
ratc of twenty-five percent {25%) per annum starting after
the Effective Date of this Agreement and in the Tax Year in

which such Expenditres are incurred and paid.

(1) Operating Expenses, mmcurred and paid after the Effective
Date of this Agreement shall be recoverable in the Tax
Year i which such costs and expenses are incurred and

naid.
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(1v) To the extent that, in a Tax Year, costs, cxpenses or
expenditures recoverable per paragraphs (i), (ii) and (iii)
preceding, exceed the value of all Cost Recovery Petroleum
for such Tax Year, the excess shall be carried forward for
recovery i the next succeeding Tax Year(s) until fully

recovered, but in no case after the termination of this

Agreement, as to CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
referrcd to above, shall be allocated to each quurter
proportionatcly (one fourth to each quarter). However, any
recoveranle costs and cxpenses not recovered in one guarter
as thus allocated, shall be carried forward for recovery in

the next quarter.

(2) Except as provided in Article VII (a) (3) and Article VII (e) (1),
CONTRACTOR shall cach guarter be entitled to take and own
all Cost Recovery Petroteum, which shall be taken and

cisposed of in the manner determined pursuant to Article VII (e).

To the  extent that the value of all Cost Recovery Petroleum
[as determined in Article VII (¢)] exceeds the actual recoverable
costs and expenditures, including any carry forward under
Article VII (a) (1) (1v), to be recovered in that quarter, then the

value of such Excess Cost Recovery Petroleum shall be split
between EGPC and CONTRACTOR in accordance with the
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percentages specified in Articie VII (b) (1) below and EGPC’s
shares shall be paid by CONTRACTOR to EGPC either (1) in
cash 1n the manner set forth in Article IV of the Accounting

Procedure contained in Annex “E” or (ii) in kind in accerdance
with Article VII(a) (3).

(3) Ninety (90) days prior to the commencement of each Calendar
Year, BEGPC shall be entitled 10 elect by notice in writing to
CONTRACTOR to require payment of up to one hundred
percent (100%) of EGPC's share of Excess Cost Recovery
Petroleum in kind. Such payment will be in Crude Cil from the
Arca F.O.B. export terminal or other agreed delivery point
provided that the amount of Crude Oil taken by EGPC in kind
In a quarter shall not exceed the value of Cost Recovery Crude
Qil actually taken and separately disposed of by CONTRACTOR
from the Area during the previous quarter, If EGPC's entitlement
to receive pavment of its sharc of Excess Cost Recovery Petroleum
n kind 1s himited by the foregoing provision, the batance of

such entitlement shall be paid in cash.
{(b) Production Sharing

(1) The remaiming sixty percent (60%) of the Petroleum shall be
divided between EGPC and the CONTRACTOR according to

the following shares:

such shares shall be taken and disposed of pursuant to Article
VII (e):
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(i) Crude Qil

Crude O1l produced and
saved under this Agree-
ment and not used 1n Petro-
leum operations. Barrels ol
per day (BOPD) (quarterly

average),

That portion or increment
up to 25,000 BOPL).

That portion or mcrement
exceeding 25,000 BOPD
and up 1o 50,000 BOPD.

That portion or increment

exceeding 50,000 BOPD
and up to 75,000 BOPD.

That portion or mncrement

exceeding 75,000 BOPD
and up to 100,000 BOPD.

That portion or increment
excecding 100,000 BOPD.

oF Y. P LT A G () £Y auadl - K Sl )

EGPC
SHARE

{seventy-five

percent )
(75%)

(seventy-scven and

halt percent})
(77.5%)

(cighty percent)
(80%)

(eighty-two and half
percent)
(82.59%)

(eighty-five percent)
(85%)

CONTRACTOR
SHARE

{twenty-five
Y
percent)
( 25%)

(twenty-two and
half percent)
{ 22.5%)

(twenty percent)
{ 20%)

(seventgen and
half percent)
(17.5%)

(tifteen percent)
(15%)



VoW L p3ST & G () £ saall - lee lEa Al 0

Joll

O3 ks 3 Ao AT )
(Ul 4
(7 YY)

LAY

(LPG) Juad! Jo sl jlig jhidi - ¥

Ot 3 doinans )
(Ul st
(/YY)

(aSUl 3 o yilad)
{/A-)

Jdl Jy e Sl sl L)
130 o gk dy daiiolly il
bty o (oM LY
PRI R PP |
(p32 [ orbsd canSa pa3)
h&#ﬂc;whﬁﬁh)
iaS ol iy i) it
Oahe V8 o fas L]
{rﬁ/wg%@rﬂ)

£ XS 5l Ty ) il
Os—de VO Ao 35
(ot mlad ntSia u3)

Ly oy G o o gl Be e ST (3 B0l 2w JS g amy (Y)
st I (ool Leginay) JyLalty dagl oy o (8 545 Ll 5 Lol
eSS ylas « 2oy ol 0 S e LSO Ul (e ahoa) ol
{_ridoo Lgmiiay) ulow] ol il Lgnahos 215000 1S Wb i ocais 21
Lib Lede atast] Sl OlaS e (/¥ 0) UL 3 (htan g dread o
gz 5L 0,8 ol ot o ( aidD) Sabadl GLT o e o4, U
o Lo (0] Gy IS 0 (s Wby ) el 5l Rl i
¢ ol Lo (ool bogmiay ) JHLlH, gt D10 5Ll als Lpadhal
gk S e Ll diigdl Oli s b Laidl s oy 1 Ay O
oo LEY mal Jad a3 ellsy « |33l e ()5 (1) G-t

oS ALl s ezt 2l



00 Y. ¥ iaw ST A 5 (00) £ saadl - Dl g 4

(i) Gas and LYG
Gas and LLPG produced and EGPC CONTRACTOR
saved under this Agrecment SHARE SHARE

and not used 111 Petroleum
Operations by MMSCFD
{quarterly average).

That portion or incremerit (scventy-seven (twentv-three
up 10 15 MMSCF per day. percent) percent)

(77%) ( 23 %)
That poruon or increment (eighty percent) {(twenty percent)
excoeding 15 MMSCF per (80%) { 209%:)
day.

(2} After the end of each contractual year during the term of any
Gas Sales Agreement entered into pursuant to Article VIl (e),
EGPC and CONTRACTOR (as sellers) shall render 1o EGPC
or EGAS (as buyer) a statement for an amount of Gas, 1l any,
equal to the amount by which the quantity of Gas of which
EGPC or EGAS (as buyer) has taken delivery falls below
seventy five percent (75%) of the Contract quantities of Gas as
established by the applicable Gas Sales Agreement (the
“Shortfall”}, provided the Gas is available. Within sixiy (00)
days of receipt of the statement, EGPC or EGAS (as buyer)
shall pay EGPC and CONTRACTOR (as sellers) for the
amount of the Shortfall, if any. The Shortfall shall be included
in EGPC's and CONTRACTOR's entitlement to Gas pursuant
to Article VII (a) and Article VII (b) 1n the {fourth (4th} quarter
of such contractual year.
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Quantities of Gas not taken but to be paid {or shall be recorded
in a scparate Take-or-Pay Account. Quantities of Gas ("Make
Up Gas”™) which are delivered 1n subsequent years in excess of
seventy five percent (75%) of the contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be sel
against and reduce quantities of Gas in the Take-or-Pay account
to the extent thereof and, to  that extent, no payment shall be
due in respect of such Gas. Such Make Up Gas shall not be in-
cluded in CONTRACTOR's entittement to {Jas pursuant to Ar-
ticle VII (a) and Article VII (b). CONTRACTOR shall have no
rights to such Make Up Gas.

The percentages set forth m Article VII (a) and this Article VII
(b) 1n respect of LPG produced from a plant constructed and

pperated by or on behaif of EGPC and CONTRACTOR shall
apply to all LPG availablc for dclivery.

{¢) Valuation of Petroleum:
(1) Crude QOil:

(1) The Cost Recovery Crude Oil to which CONTRACTOR 18
entitled hereunder shall be valued by EGPC and
CONTRACTOR at “Market Prnice” for each calendar quarter.

(i1) “Market Price” shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR dunng the
quarter, whichever i1s higher, provided that the sales to be
used 1n arriving at the weighted average(s) shall be sales of
comparable quantities on comparable credit terms in freely

convertible currency from F.O.B. point of export sales to
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non-affiliated companies at arm's length under all Crude Ol

sales contracts then in effect, but excluding Crude Ol sales
contracts involving barter and,

(A} Sales, whether direct or indirect, through brokers or
otherwise, of EGPC or CONTRACTOR to  any
Affihated Company.

(B) Sales involving a quid pro quo other than payment 1n a
freely convertible currency or motivated in whole or 1n
part by considerations other than the usual economic

incentives for commercial arm's length crude o1l sales.

(111) It 18 understood that in the case of C.I.F. sales, appropriate
deductions shall be made for transport and insurance charges
to calculate the F.O.B. point of export price; and always
taking into account the appropriate adjustment for quality of
Crude Qil, freight advantage or disadvantage of port of
loading and other appropriate adjustments. Market Price shall
be determined separately for cach Crude Oil or Crude Oil
mix, and for each port of loading.

(1v) If during any calendar quarter, there are no such sales by
EGPC and/or CONTRACTOR under the Crude Oil sales
contracts in effect;, EGPC and CONTRACTOR shall
mutualiy agree upon the Market Price of the barrel of Crude
O1l to be used for such quarter, and shall be guided by all
relevant and available evidence including current prices in
freely convertible currency of leading crude oils produced by
major oil producing countries (in the Arabian Gulf or the
Mediterranean Area), which are regularly sold in the open
market according to actual sales contracts terms but excluding
paper sales and sales promises where no crude o1l i1s
delivered, to the extent that such sales are effected under such
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terms and conditions (excluding the price) not significantky
different from those under which the crude o1l to be valued,
was sold, and always taking into consideration appropnate
adjustments for crude oil guahty, freight advantage or
disadvantage of port of loading and other approprate
adjustments, as the case may be, for differences mn gravity,
sulphur, and other factors generally recogntzed by sellers and
purchasers, as reflected in crude prices, (ransportation nminety
(90) days Insurance premiums, unusual fees borne by the
seiler, and for credit terms 1n excess of sixty (60) days, and
the cost of loans or guarantees granted for the benefit of the
sellcrs at prevalling interest rates.

It is the mntent of the parves thal the value of the Cost
Recovery Crude Oil shall retlect the prevaihing market price

for such Crude Oil.

(v) If cither EGPC or CONTRACTOR considers that the Market

Price as determined under sub-paragraph (it} above docs not
reflect the prevailing Market Price or in the event EGPC and
CONTRACTOR fail 1o agree on Market Price tor any Crude
Oil produced under this Agreement f[er any quarter within
fifteen {15) days after the end thereof, any party may
elect at any time thereafter to submit to a single arbitrator
the question, what single price per barrcl, in the arbitrator's

judgment, best represents for the pertinent quarter the Market

Price for the Crude Oil in question. The arbitrator shall make

his determination as soon as possible following the quarter in
question. His deterrination shall be final and binding upon
all the parties. The arbitrator shall be selected in the manner
described below.
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In the event EGPC and CONTRACTOR fail to agree on the
arbitrator within thirty (30) days from the date any party
notities the other that it has decided to submit the determination
of the Market Price to an arbitrator, such arbitrator shall be
chosen by the appointing authority designated in  accordance
with Article XXIV (e), or such other appointing authority with
access fo such expertise as may be agreed to between EGPC
and CONTRACTOR, with regard to the gualifications for
arbitrators set forth below, upon written application of one or
both of EGPC and CONTRACTOR. Copies of such application
by one of them shall be promptiy sent to the other.

The arbitrator shall be as nearly as possible 4 person with an
established reputation in the international petroleum industry as
an expert 1n pricing and marketing crude oil in international
commerce. The arbitrator shall not be a citizen of a country
which does not have diplomatic relations with the A.R.E. and
the country or countries of CONTRACTOR, and he may not be,
at the time of selection, employed by, or an arbitrator or
consultant on a continuing or frequent basis to, the American
Petroleurn Institute, the Organization of the Petroleum
Exportmg Countries or the Organization of Arab Petroleum
Exporting Countries, or a consultant on a continuing basis to
EGPC, CONTRACTOR or an Affiliated Company of either, but
past occasional consultation with such comparies, with other
petroleum companies, governmental agencies or organizations
shall not be a ground for disqualification. He may not have
been, at any time duning the two (2) years before selection, an
employee of any petroleum company or of any governmental
agency or organization.
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Should a selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior to
the dccision called for, another person shall be chosen in the
same manner provided i1n this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the

arbitrator.

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, bascd on the best evidence
available to him. He will review oil sales contracts as well as
other sales data and information but shall be free to evaluate
the extent to which any contracts, data or information is
substaniiated or pertinent. Representatives of EGPC  and
CONTRACTOR  shall have the right to consult with the
arbitrator and furmish him wrntten materials provided the
arbitrator may impose reasonable limitations on this right.
EGPC and CONTRACTOR each shall cooperate with the
arbatrator to the {ullest extent and each shall insurc such
cooperation of 1ts trading companies. The arbitrator shall be
provided access to crude o1l sales contracts and related data
and information which EGPC and CONTRACTOR or their
trading companies are able to make available and which in the
judgment of the arbitrator might aid the arbitrator in making a
valid determination.

(vi) Pending Market Price agreement by EGPC and CONTRACTOR

or determination by the arbitrator, as applicable, the Market
Price agreed for the quarter preceding the quarter in question

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

CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
promptly be reimbursed such loss by the other party plus

stimple interest at the LIBOR plus two and one-half percent
(2.5%) per annum rate provided for in Article IV (c) from the

date on which the disputed amount(s) should have been paid to
the date of payment.
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(vi1) In the event EGPC elects to purchase CONTRACTOR s share
of entitlements of Cost Recovery Petroleum and Production

Sharing Petroleum, the price shall be the Market Price less two
percent {2%).

(2) Gas and LPG

(1) The Cost Recovery and Production Shares of Gas subject to a
(ias Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC or EXGAS (as buyer) entered into pursuant to
Article VII(¢) shail be valued, delivered to and purchased by
iGPC at a price determined monthly according to the following

formula:

PG = FxH

where:

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

H = the number of British Thermal Umts (BTU’s) per
thousand standard cubic feet (MSCI) of the Gas,
based on gross calonfic value,

F = a value 1in U.S, Dollars per million British Thermal
Units (MMBTU)} determuned monthly according to
the tollowing table:

Brent Price ($/bbl) R m-_—T_I?E&’MMBTU}
Less than or equal to 10 1.3
(3reater than 10 but less than 14 (0.1625*Brent) less 0.125

Equal to or greater than 14 but less than 17 | 2.15
Equal to or greater than 17 but less than 20 | {0.1667*Brent) less 0.6833

Egual to or greater than 20 2.05
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Where Brent price is the monthly average price expressed in
U.5. Dollars per barrel for Brent (DTD) quoted m Plat’s
Oilgram Price Report for Spot Crude Price Assessment -
International for the month in guestion.

In the event that the value of F cannot be determined because
Platt’s Qilgram Pricc Report is not published at all during a
month, EGPC or EGAS and CONTRACTOR shall meet and
agrec the value of F by reference (o other published sources. In
the event that there are no such published sources or if the value
of F cannot be determined pursuant to the foregommg for any
other reuason, EGPC or EGAS and CONTRACTOR shall meet
and agrec to a value of F.

The Cost Recovery and Production Shares of LPG produced
from a plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be scparately vaiued for Propane and
Butane at the outlet of such LPG plant according to the
following formula (unless otherwise acereed between EGPC and

CONTRACTOR):

PLPG = 0.95PR-(J x 0.85 x E
42,96 % 10°
where
PLPG = LPG price (scparately determined for Propane and
Butane) in U.S. Dollars per metric ton.
PR = 'The average over a period of a month of the figures

representing the mid-point between the high and low
priccs 1n U.S. Dollars per metric ton quoted in
“Platt’s LPGaswire”™ during such month for Propane
and Butane FOB Ex-Ret/Stor. West Mediterranean.
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J =

F =

BTU s removed from the Gas stream by the LPG plant
per metric ton of LPG produced.

a value 11 U.S. Dollars per metric ton of the crude otl
of Gult of Suez Blend “FOB Ras Shukheir” A.R.E.
calculated by referring to *“Platt’s Oilgram Price
Report™ during a4 month under the heading *“Spot
Crude Price Assessment for Suez Blend”. This value
reflects the total averages of the published low and
high valucs for a Barrel during such month divided
by the number ot days in such month for which such
values were quoted. The value per metric ton shall be
calculated on the basis of a conversion factor 10 be
agrcced upon annually between EGPC and CON-
TRACTOR.

In the event that Platt's LPGaswire is issued on
certain days during a month but not on others, the
vaiue of PR shall be calcuiated using only those
1ssues which are published during such month. In the
event that the wvalue of PR can not he determined
oecause Platt's LPGaswire ks not pubhished at all during
a month. EGPC and CONTRACTOR shall meet and
agree to the wvalue of PR by reference to other
published sources. In the event that there are no such
other published sources or if the value of PR cannot
be determined pursuant to the foregoing for any
other reason, EGPC and CONTRACTOR shall meet
and agree the value of PR by reference to the value of
[.PG (Propane and Butane) delivered FOB from the
Mediterranean Area.

Such valuation of LPG s based upon delivervy at the
gelivery point specilied in Article VII (e} (2) (i)
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(it1) The prices of Gas and LPG so calculated shall apply during the
same month.

(1v) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than 10 EGPC
or EGAS pursuant o Article VII (¢) shall be valued at theiwr
actual realized price.

(dd) Forecasts:

Opecrating Company shall prepare (not less than ninety (9Q0) days

prior to the beginning ol each calendar scmester ftollowing tirst

recular production) and furnish in writing to CONTRACTOR and

EGPC a forccast setting out a total quantity of Petroleum that

Operating Company estimates can be produced, saved and

transported hereunder during such calendar semester 1n accordance

with good o1l and gas industry practices.

Operating Company shall endeavor to produce each calendar
semester the forecast quantty. The Crude Oil shall be run o storage
tanks or offshore loading facilities constructed, maintained and
operated according to Government Regulations, by Operating
Comapny 1n which said Crude Gil shall be meterd or otherwise
measured for royalty, and other purposes required by this
Agreement. Gas shall be handled by Operaung Company 1n
accordance with the provisions of Article VIE(e).

(e} Disposition of Petrolenm:

(1) EGPC and CONTRACTOR shall have the right and the
obligation {0 separately take and freely export or otherwise
dispose of, currently all of the Crude Oil to which each 1s
entitled under Article VII {a) and Article VII (b). Subject (o
payvment of sums due to EGPC under Article VII (a) (2} and
Article 1X, CONTRACTOR shall have the right 1o remit and
retain abroad alt funds acquired by it including the proceeds
from the sale of its share of Petroleum.



I G COROCE S L SO I ) B AP SUUU [ S VP &

Yi

gy L J gl Jaar o Sl ede U WY o, 2 02 e
2o ol sV e a1 S0y L i Ll 35U e () 5,0l ot bl
iaS pixiy . () dasludl 3 olel) Tas, sdoy _xewr ol ot Wl e s 2
O P+ | FUPSPIN I RSP Rt R E PN PEE-1Y RE SN
N YN § OSSO S | S | P LN BT SRS WA | Y W ¢ O
i Al oy B AN Ghla e LB 3 Al Sl e
i S ) Tl sha 5,50 - F il i sl 3 Al o Loal
b yoal) LG o iae gl ] 2.5 ¥ Sasd | LY ol 5 5 il
ENAHIPHErE SAEL U

Q_}MJTJM&:-MJLBQ: J_}LE.“_JBJL_E_H MI&iL:.l.FéiT.llC:ﬁ_}
Ll sl Y AaSUL ¢ i i) | aiedf i ey b S e Loy (£0)
(V) () Al 5ol st sy e cawadt il S5

M|L,.AL|::L';J|{{LPGH JLL| J}_,:.:ﬂjl.i_gjwlua.%.: Lod — ¥

il o LS Lol G pead | ol bzl c U0 6 Y1 faas —

a5 ¢ GLAL G zall s pelswl Wi gl oS W S - Y
A prd 2pEe it o adlay G ga S Ldad | 51,00 LT S
il (il g} JoUally izl iny o o5 J ¥ Ay yb
e Lziay) ulnl
VW | PN TR S| POVIRETY 1L WL DIPES) P Y P ST
llsy o abl oA A8 ke S Lie LS oo Cos o (L e Ond
Ledbazs I (Y1 ol 2N e dld oy 550N a1 2V

IR AT | T




Vo Y. ¥ i ST A 5 (al) £ suadl - e i

Notwithstanding anything 1o the contrary under this Agreement,
priority shall be given 1o meet the requirements of the ARE.
matket from CONTRACTOR's share under Article VIIL (b) of
the Crude Oil produced from the Area and EGPC shall have
the preferential nmght to purchase such Crude Onl at a price to be
determined pursuant 1o Article VIL (¢). The amount of Crude
Qil so purchased shall be a portion of CONTRACTOR's share
under Article VII (b). Such amount shal]l be proportionai to
CONTRACTOR's share of the total production of crude oil
from the concession arcas in the AR.E. that are also subject 1o
EGPC's preferential right to purchase. The payment for such
purchascd amount shall be made by EGPC in U.S. Dollars or in
any other freely convestible currency remittable by CONTRACTOR
abroad.

It is agreed upon that EGPC shall notify CONTRACTOR, at
least forty-five (45) days prior to the beginning of the Calendar
Scemester, of the amount to be purchased during such semesier
under this Article VII (e} (1}.

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

{1} Priority shall be given to mcet the requirements of the local
markct as determined by EGPC.

(i1) In the event that EGPC or EGAS is 1o be the buver ol Gas,
the disposition of Gas to the local markets as indicated
above shall be by virtue of long term (as Sales Agreements
to e entered into between EGPC and CONTRACTOR (as
sellers) and EGPC or EGAS (as buyer).

EGPC and CONTRACTOR ({as scllers) shall have the
obligation to deliver Gas to the following point where such
Gas shall be metered for sales, royalty and other purposes
required by this Agreement:
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(a) In the event no LPG plant 1s constructed to process
such Gas. the delivery point shall be at the [lange
connecting the Lease pipeline to the nearest poinl on
the National Gas Pipeline Grid S5ystem as depicted 1n
Annex “F” hereto, or as otherwise agreed by EGPC
and CONTRACTOR.

(b) In the event an LPG plant 1s construcied to  process
such Gas, such Gas shall, for the purposes of valuation
and saies, be metered at the inlet to such LPG Plant.
However, notwithstanding the fact that the metering
shull take place at the LLPG Plant inlet, CONTRACTOR
shall through the Operating Company build a pipeline
suitable for transport of the processed Gas from the
LPG Plant outlet to the ncarest point on the National
Gas Pipeline Grid System as  depicted in Annex "F7
hereto, or otherwise agrced by EGPC  and
CONTRACTOR. Such pipeline shall be owned 1n
accordance with Article VIHI {(a) by EGPC. and 1ts cost
shall be financed and recovered by CONTRACTOR as
Development Expenditures pursuant to Article V1L

(ii1y EGPC and CONTRACTOR shall consult together 10
determine whether to build an LPG plant for recovering
LPG from any Gas produced hercunder. In the event EGPC
and CONTRACTOR decide 1o build such a plant, the
plant shall, as 1s appropriate, bc 1n the vicinity of the point
of delivery as determuined in Article II and Article VII{e}.Z (n).
The dehvery of LPG tor royally and other purposcs
required by this Agreement shall be at the outlet ot 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 Petroleum agrees to
accelerated recaovery.
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(iv) EGPC or EGAS (as buyer) shall have the option to elect, by
ninety (90) days prior written notice to EGPC and
CONTRACTOR (as scllers), whether payment for the Gas
which is subject to a Gas Sales Agreement between EGPC
and CONTRACTOR (as sellers) and EGPC or EGAS (as
buyer) and LPG produced from a plant consiructed and
operated by or on behalf of EGPC and CONTRACTOR, as
valued in accordance with Article VII (¢), and to which
CONTRACTOR 1is entitled under the Cost Recovery
and Production Sharing provisions of Article VII of this
Agreement shall be made 1) in cash or 2) in kind.

Payments in cash shall be made by EGPC or EGAS (as
buyer) at intervals provided for inthe relevant Gas Sales
Agreement in U.S. Dollars, remittable by CONTRACTOR
abroad.

Payments in kind shall be calculated by converting the
value of Gas and LPG to which CONTRACTOR 1s entitled
into equivalent barrels of Crude Qil to be taken concurrently
by CONTRACTOR from the Area, or to the extent that
such Crude Oil is insufficient, Crude Oil from CONTRAC-
TOR's other concession areas or such other dareas 48 may
be agrced. Such Crude Oil shall be added to the Crude Oil
that CONTRACTOR is otherwise entitled to lift under this
Agreement. Such cquivalent barrels shall be calculated on
the basis of the provisions of Article VII (¢) relating to the
valuation of Cost Recovery Crude Oil.

Provided that:

(aa) Payment of the value of Gas and LPG shall always be made
in cash in U.S. Dollars  remittabie by CONTRACTOR
abroad 1o the extent that there 1s mmsufficient Crude Oil
available for conversion as provided tor above;
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(bb) Payment of the value of Gas and LPG shall always be
made 1n kind as provided for above to the extent that

payments in cash are not made by EGPC.

Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR's Cost Recovery Petroleumn, shall
be included in CONTRACTOR's Staternent of Recovery
of Costs and of Cost Recovery Petroleum referred to in Article
IV of Annex “E” of this Agrcement.

(v) Should EGPC or EGAS (as buyer) fail to enter into a long-term
Gas Sales Agreement with EGPC and CONTRACTOR (as
sellers) within five (5) years from a notice of Commercial Gas
Discovery pursuant to Article I, EGPC and CONTRACTOR
shall have the right to take and freely dispose of the quantity of
{sas and LPG in respect of which the notice of Commercial
Dhscovery 1s given by exporting such Gas and LPG.

(vi) The proceeds of sale of CONTRACTOR's share of Gas and
LPG disposed of pursuant to this Agreement may be freely
remitted or retained abroad by CONTRACTOR. |

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

(vii1) (aa) Upon the expiration of the five (5) year period referred to

in Article VII {(e) (2} (v), CONTRACTOR shall have the
obligation to exert its reasonable cfforts to find an export

market for (Gas reserves.
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(bb) In the event at the end of the five (5) vear period referred

to under Artcle VII {e) (2) (v), CONTRACTOR and
EGPC have not entered into  a Gas Sales Agreement,
CONTRACTOR shall retain its rights to such Gas reserves
lor 4 further period of up to seven (7) years, subject to
Article VII (e} (2) (viit} {cc), below, during which period
EGPC shall attempt to find a market for Gas reserves.

(cc) In the event that CONTRACTOR 1s not exporting the Gas

and CONTRACTOR has not entered into a Gas Sales
Agreement pursuant to Article VI (e) (2) prior to the
expiry of twelve (12) years from CONTRACTOR s notice
of Commercral Gas Discovery, CONTRACTOR shall
surrender the Gas reserves in respect of which such notice
has been given, if CONTRACTOR is not exporting the
Gas and CONTRACTOR does not accept an offer from
EGPC of a Gas Sales Agreement within six {6) months
from the date such offer i1s made, provided, that in such
Gas Sales Agreement or Gas disposal scheme offered to
CONTRACTOR, the relevant techmical and economic
faclors to enable a commercial contract or schcme are
taken mto consideration including:

A sufticient delivery rate.

Delivery pressure to enter the National Gas Pipeline Giid
System at the point of delivery.

Dehivered Gas quality specifications not more stringent
than those imposed or required tor the National Gas
Pipeline Gnd System.

The Gas prices as specified in this Agreement.
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(dd) In the event that CONTRACTOR has not centered into
a Uas Sales Agreement pursuant to Article VII (e) (2) or
otherwise found an acceptable scheme for commercial
disposal of such Gas, at the time of the cxpiration of twelve
(12) years from CONTRACTOR’s notice of Commercial
Discovery of Gas, or failing agreement with EGPC on gas
disposal  at  the expiration ot twelve {12) vyears,

CONTRACTOR shall surrender to EGPC such nghts to Gas.
(f) Operations:

It following the reversion to EGPC of any nghts to Crude O1l
hereunder, CONTRACTOR retains rights to Gas In the same
Development Lease, or if, followtng surrender of nights to  Gas
hereunder, CONTRACTOR retains rights 10 Crude Oil in the same
Development Lease, operations to explore for or c¢xploit the
Pctrolcum,the rights to which have reverted or been surrendered
(O1l or Gas as the casc may bc) may only be carried out by
Operating Company which shall act on behalt of EGPC alone,
unless CONTRACTOR and EGPC agree otherwise.

(g) Tanker Scheduling:

At a reasonable ime prior (0 the commencement of Commercial
Production EGPC and CONTRACTOR shall meet and agree upon a
precedure for scheduling tanker liftings from the agreed upon point

of export.
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ARTICLE VIIl

TITLE TO ASSETS
(a) EGPC shall become the owner of all CONTRACTOR acquired and

owned asscts which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carricd out by

CONTRACTOR or Operating Company in accordance with the

following:

(1) Land shail become the property of EGPC as soon as 1t 18
putchased.

(2) Title to fixed and movable assets shall be transtcrred
automatically and gradually from CONTRACTOR to EGPC as
they become subject to recovery in accordance with the
provisions of Article VII; however the fuil title to  fixed and
movable assets shall be transferred  automatically from
CONTRACTOR to EGPC when 1its total cost has been
recovered by CONTRACTOR in accordance with  the
provisions of Article VII or at the time of termination of this
Agreement with respect to all assets chargesble 0 the

operations whether recovered or not, whichever first occurs.

The book vilue of the assets created during each calendar
quarter shalf be communicated by Operating {Company 1o EGPC
and CONTRACTOR within thirty {30) days of the end of each

quartcy.

(b) Upon the Effective Date of this Agreement, “APACHE UMBARKA”™
shall transfer to BEGPC all of “APACHE UMBARKA 's™ title to 115
fifty percent (50%%) interest in all fixed and movable assets currently
cxisting and used in connection with operations in the Umbarka
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(C)

(a)

(b)

Development Lease pursuant to the Western Desert Concession
Agreement. The transfer shall be made (i) without the payment of
additional consideration for such assets, and (i1) irrespective of the
amounts actually paild for such assets by each party. During the term
of this Agreement and the renewal period, EGPC, CONTRACTOR
and Operating Company are entitled to the full use and enjoyment of
all fixed and movable assets referred to above 1n connection with
operations hereunder. Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreement of the other,

CONTRACTOR and Operating Company may freely import nto
the A.R.E.. use therein and freely export at the end of such use,

machinery and equipment which they either rent or lease 1n

accordance with good industry practices, including but not limited to

the lease of computer hardware and software.
ARTICLE IX
BONUSES

CONTRACTOR shall pay to EGPC as a signature bonus the sum of
one million ($ 1,000,000) U.S.Dollars on the Ettective Date.

CONTRACTOR shall pay to EGPC the sum of one million
($ 1,000,000) U.S. Dollars as a production bonus when the total
average daily production from the Arca first reaches the rate of ien
thousand (10.000) Barrels per day for a period of thirty (30)
consecutive producing days. Payment will be made within fifteen

(15) days thereafter.
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(c)

CONTRACTOR shall also pay to EGPC the sum of one and
one-half million ($1.500,000) U.S. Dollars as a production bonus
when the total average daily production from the Area first reaches
the rate of twenty thousand (20,060} Barrels per day for a period of
thirty {20) consecutive producing days. Payment will be made within
fifteen (15) days thercatter.

(d) CONTRACTOR shall also pay to EGPC the sum of two

million {$2.000.000) 1J.S. Dollars as a production bonus when the
total average daily production from the Area first reaches the rate of
fifty thousand (50.000) Barrels per day for a period of thirty (30}
consecutive producing days. Payment will be made within fifteen

(15) days thereatter.

CONTRACTOR shall also pay to EGPC the sum of four milhon
($4,000,000) U.S. Dollars as a production bonus when the total
average daily production from the Area first reaches the rate of one
hundred thousand (100,000) Barrels per day for a period of thirty
(30) consecutive producing days. Payment will be made within

fifteen (13) days thereafter.

(f) CONTRACTOR shall also pay to EGPC the additional sum of six

million ($6,000,000) U.S. Dollars as a production bonus when the
total average daily production from the Area first reaches the rate of
one hundred fifty thousand (150,000) Barrels per day for a period ot
thirty (30} consecutive producing days. Payment will be made within

fifteen (15) days thereafter.
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(g) All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR.

(h) Gas shall be taken into account for purposes of determiming the total
average daily production from the Area under Article IX (b-f) by
converting daily Gas delivered into equivalent barrels of daily Crude
(i production m accordance with the following formula:

MSCTF x H x 0.167 = equivalent barrels of Crude Oil

where

MSCF = one thousand Standard Cubic Feet of Gas.

H = the number of million British Thermal  Units
(BTU's per MSCF).

(1} As soon as practicable after the Effecuve Date of this Agreement,

CONTRACTOR shall cause Apache Khalda Corporation LDC to
pay EGPC a bonus inn the form of five million ($5,000,000) U.S.
Dollars reducton of costs eligibie for cost recovery in the Khalda
Oftfset Area under the Amendment to the Khalda Concession
Agrecment issucd by Law No, 13 of 1995,

ARTICLE X
OFFICE AND SERVYICE OF NOTICES

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

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all
local wnitten directuons given (o them by the Government or its representatives
under the terms of this Agreement. All lawful reguiations issucd or
hereatter to be issucd 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.
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All matters and notices shall be deemed to be validly served which are
dclivered to the office of the General Manager or which are 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 arc
delivered to the office of the Chairman ot EGPC or which are 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 1o
generally accepted methods in use in the oil and gas industry to
prevent loss or waste of Petroleum above or under the ground 1n any
form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well that it might rcasonably expect would
result in loss or damage to the well or the Oil or Gas hield.

(h) Upon completion of the drilling of a productive well, Opcrating
Company shall inform the GOVERNMENT or its representative ol
the time when the well will be tested and the production rate
ascertained.

(c) Except in mstances where multiple producing formations in the same
well can only be produced economically through a single tubing
string, Petroleum shall not be produced from muluple oil bearing
zones through one string of tubing at the same time, except with the
prior approval of the GOVERNMENT or its represemative, which
shall not be unreasonably withheld.

(d) Operating Company shall record data regarding the quantities of
Petroteum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the data are obtained. Daily or weekly statistics
regarding the preduction from the Area shall be available at all

reasonable times for examination by authorized representatives of
the GOVERNMENT.
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(e) Datly dnlling records and the graphic logs of wells must show the
gquantity and type of cement and the amount of any other materials
used in the well tor the purpose ol protectuing Petroleum, gas bearing
or fresh water strata.

() Any substantiat change of mechanical conditions of the well after its

completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XiI
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR and Operating Company shall be permitted
to import and shal! be exempted from customs duties, any taxes,
levies or fees {(including fees imposed by Ministerial Decision No.
254 of 1993 issued by the Minister of Finance, as now or hereafter
amended or substituted) of any nature, and from the 1mportation
rules with respect to the importation of machinery, equipment,
appliances, matenals, items, means of transport and transportatron (the
exemption from taxes and duties for cars shall only apply to cars to
be used in operations), ¢lectric appliances, air condittoners for
offices, ficld housing and facilities, electronic apphances, computer
hurdware and software, as well as spare parts required for any of the
impotted items, all subject to a duly approved certificate issued by
the responsible representative nominated by EGPC for such purpose,
which states that the imported items are required for conducting the
operations pursuant o this Agrecement. Such  ceriificate shall be
final and binding and shall automatically result 1n the importation

and the exemption without any further approval, delay or procedure.
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(b} Machinery, equipment. apphiances and means of transport and
transportation  imported by EGPC's, CONTRACTOR's and
Onperating Company's contractors and sub-contractors temporartly
engaged in any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the ““Temporary
Release Systemy” without payment of customs duties, any taxes,
levies or fees (including fees 1mposed by Mimstenial Decision
No. 245 of 1993 issued by the Minister of Finance as now or
hercafter amended or substituted) of any nature, upon presentation of
a duly approved certificate issued by an EGPC responsible
representative nominated by EGPC for such purpose which states,
that the 1mported items are requred for conducting the operatons
pursuant to this Agreement. ltems (excluding cars not 10 be used In
operations) set out n Article XII (a) mmported by EGPC's,
CONTRACTOR’s and OQOperating Company’s contractors and
sub-contractors for the aforesaid operahons, in order to be installed
or used permanently or consumed shall meet the conditions for
exemption set forth in Atticle XII (a) after being duly certified by an
EGPC responsible representative to be used for conducting

operations pursuant to this Agreement.

(c) The expatriate employees of CONTRACTOR, Operating Company
and their contractors and sub-contractors shall not be entitied to any
exemptions from customs duties and other ancillary taxes and
charges except within the limits of the provisions of the laws and
rcgulations appiicable in the A.R.E. However, personal houschold
goods and fumiture (including one (1) car) for each expatmnate
emplovee of CONTRACTOR and/or Operating company shall be

cleared under the “"Temporary Release System’™ (without payment of
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any customs duties and other ancillary taxes) upon presentation of
a letter to the appropriate customs authorities by CONTRACTOR or
Operating Company approved by an EGPC responsible repicsentative
that the imported items are imported for the sole use of the expatriate
employee and his  family, and that such imported items shall be
re-cxported outside the ARE. upon the repatriation of the

concerned expatrate emplovee.

{d) Items imported 1ntc the A.R.E. whether exempt or not exempt  from
customs duties und other ancillary taxes and charges hereunder,
may be exported by the importing party at any time after obtaining
EGPC's approval, which approval shall not be unreasonably
withheld, without any export duties, taxes or charges or any taxes or
charges trom which such items bave been already exempt, being
apphcable. Such items may be sold within the A R.E. afier obtaining
the approval of EGPC which approval shall not be unreasonably
withheld. In this event. the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charocs
according to the condition and valuc of such items and the il
applicable on the date of sale. unless such items have already been
sold to an Affiliated Company of CONTRACTOR, 1if any, or EGPC,
having the same exemption, or unless title to such items (excluding

cars not used in operations) has passed to EGPC,

In the event of any such sale under this paragraph (d), the proceeds

from such sale shall be divided in the following manner:

CONTRACTOR shall be entitled to reimbursement of (s
unrecovered cost, if any, in such items and the excess, if any, shall
be paid to EGPC.
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{e) The exemption provided tor in Article XII (a) shall not applv to any
imported items when items of the same or substantially the same
kind and quality are manufaciured locally meeting CONTRAC-
TOR's and/or Operating Company's specifications for quality and
safety and are available for timely purchase and delivery in the
A R.E. at a price not higher than ten percent (10%) of the cost of the
imported item, before customs duties but after freight and insurance

costs if any have been added.

(1} CONTRACTOR, EGPC and theiwr respective buyers shall have the
right to freely export the Petroleum produced from the Area
pursuant to this Agreement; no license shall be required, and such
petroleum shall be exempted from any customs duties, any taxes,

tevies or any other imposts n respect of the export of Petroleum

hereunder.

ARTICLE XIII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS
(a) EGPC, CONTRACTOR and Operating Company shall each maintain

at  their bustness offices 1n the AR.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used in the petroleum
tndustry, and such other books and records as may be necessary to

show the work performed under this Agreement, ncluding the

amount and value of all Petroleum produced and saved hereunder,

CONTRACTOR and Operat:zng Company shall keep their books ol

account and accounting records in United States Dollars,
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Operating Company shall furnish to the GOVERNMENT or 13
representatives monthly returns showing the amount of Pctroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or tts representative and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representative within tharty (30} days aftcr the
cnd of the month covered i the return.

(b) The aforesaid books of account and other books and records referred
to above shall be available at all reasonable times for inspection by
duly authorized representatives of the GOVERNMENT.

{(c) CONTRACTOR shall submit to EGPC a Profit and Loss Statement
of 1ts Tax Year not later than four (4) months after the commence-
mcnt of the following Tax Year to show its net prodit or loss from
the Petroleum operations under this Agreement for such Tax Year.

CONTRACTOR shal!l at the same time submit a year-end Balance
Sheet for the same Tax Year to EGPC. The Balance Sheet and
financial statements shall be ccrtified by an Egypnan certified
accounting firm.
~ ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

{2} CONTRACTOR and/or Operating Company shall prepare and, at all
times while this Agreement is 1n force, mamtain  accurate and
current records of 1ts operations in the Area. CONTRACTOR andfor
Operating Company shall furnish the  GOVERNMENT or its
representative, in conformity with applicable regulations or as the
GOVERNMENT ot its representative may reasonably rﬂqulira
information and data concerning its operations under this Agreement.
Operating Company will perform the functions indwcated i thus
Article X1V in accordance with 1ts role as specitied in Article VI
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(h) CONTRACTOR and/or Operating Company shall save and keep for

a reasonable period of ime a representative portion of each sample
of cores and cuttings taken from drilhing wells, to be disposed of, or

forwarded to the GOVERNMENT or its representative 1n the
manner directed by the GOVERNMENT. All samples acqguired by

CONTRACTOR and/or Operating Company tor their own purposes

shall be considercd available for inspection at any reasonable time
by the GOVERNMENT orits representatives.

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

samples outside A.R.E., samples equivalent in size and quality
shall, before such exportation, be delivered 10 EGPC  as
representanve of the GOVERNMENT.

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

(e)

EGPC; provided, however, that magnetic tapes and any other data
which must b¢ processed or analyzed ouiside the AR.E. may be
exported 1f a monitor or 4 comparable record, 1f available, 15
maintained in the A R.E. and provided that such exports shall be
repatriated to A.R_.E. promptly following such processing or analysis
on the understanding that they belong to EGPC.

For the purpose of obtaining new offers, the GOVERNMENT
andfor EGPC may, dunng the term of this Agreement show any
other party uninterpreted basic geophysical and geological data
(such data to bc not less than one (1) year old unless
CONTRACTOR agrees 10 a shorter period, which agreement shall
not be unreasonably withheld) with respect to the Area, provided
that the GOVERNMENT and/or EGPC may at any time show
another party such data directly obtained over or acquired from those
parts of the Area which CONTRACTOR has relinquished as long as
such data 13 at least one (1) vear old.
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ARTHCLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall enurely and solely be responsible in law toward
third parties {or any damage caused by CONTRACTOR's Exploration
opcravons and shall indemmify the GOVERNMENT and/or EGPC
against all damages for which they may be held liable on account of any

such operations.
ARTICLE XVI
PRIVILEGES OF GOYERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shull have
access to the Area covered by this Agreement and to the Operations
conducted thereon. Such representatives may examine the books, registers
and records of EGPC, CONTRACTOR and Operating Company and
make a reasonable number of surveys, drawings and tests for the purpose
of enforcing this Agreemeni. They shall, for this purpose, be ontitled to make
reasonable use of the machinery and instruments of CONTRACTOR or
Operating Company on the condition that no danger or impediment to
the operations hercunder shall arise directly or indirectly from such use.
Such representatives shall be given reasonable assistance by the agents
an<t employees of CONTRACTOR or Operating Company so that nonc
of the activities shall endanger or hinder the safety or efficiency of the
operations. CONTRACTOR or Operating Company  shall offer such
representatives all privileges and facilines  accorded to 1its own
employees in the ticld and shall provide them, free of charge, the usc of
reasondble office space and of adequately fumished housing while they
are i the field for the purpose of facilitating the objectives of this
Article. Without prejudice to Article XIV (e) any and all information
obtained by the GOVERNMENT or its representatives under  this
Article X VT shall be kept contidential with respect to the Arca.
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ARTICLE XVII
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{(a) It is the desire of EGPC and CONTRACTOR that operations
hercunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, professional and technical personnel
employed by CONTRACTOR or Operating Company and the
personnel of its confractors for the conduct of the operations
hereunder, shall be granted a residence as provided for in Law
No. 89 of 1960 as amended and Ministenial Order No. 280 of 1981
as amended, and CONTRACTOR agrecs that all immigration,
passport, visa and employment regulations of the A RE., shall be
applicable to all alicn emplovees of CONTRACTOR working n
the A RE.

(2) A mmimum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatnate administrative,
professional and technical personnel employed by CONTRACTOR
or Operating Company shall be paid monthly in Egyptian
Currency.

(by CONTRACTOR and Operating Company shall each select 1ts
employees and determine the number thereof, to be used for
operations hereunder.

(c) CONTRACTOR, shall after consultation with BEGPC, prepare and
carry out specialized traiming programs for all its A.R.E. employecs
engaged in operations hereunder with respect to applicable aspects
of the petroleum industry. CONTRACTOR and Operanng Company
undertake 1o replace gradually their non-executive expatriate statt by
qualificd nationals as they are available.
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(dy During the three-year period commencing on the Effective Date of
this Agreement. CONTRACTOR shall give mutually agreed numbers
of EGPC cmployees an opportunity to atlend and participate i
CONTRACTOR's and CONTRACTOR's Affiliated Companies
training programs relating (o Exploration and Development operations.
In the event that the total cost of such programs is less than fifty
thousand {(U.5.% 50,000) United States Pollars i any Financial Year
during such period, CONTRACTOR shall pay EGPC the amount of
the shortfall within thirty (30} days following the end of such
Financial Yeuar. However, EGPC shall have the nght that sad
amount (U.8.$50,000) allocated for traimng, be paid directly to
EGPC for such purpose.

ARTICLE XVYII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law
No. 66 of 1953 (excluding Article 37 thercof) us amended by law
No. 86 of 1956 and the regulations issued for the implementation
thereof, including the regulations for the safe and efficient
performance of operations carried out for the execution of this
Agreement and for the conservation of the peiroleum resources of
the A.R.E. provided that no regulations, or modification or
interpretation thereof, shall be contrary to or inconsistent with the
provisions of this Agreement.

(by CONTRACTOR and Operating Company shall be subgect to the
provisions of the Law No. 4 of 1994 concerning the environment
and its executive regulation as may be amended. as well as any laws
or regulations may be issued, concerning the protection of the
envIromnent.
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(¢) Except as provided in Article HI (e} for Income Taxes., EGPC.

CONTRACTOR and Operating Company shall be exempted from
all taxes and duties, whcther imposed by the GOVERNMENT or
mumcipalities including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporting or transporting of Petroleum and LPG as well as any and
all withhoiding taxes that might otherwise be imposed on dividends,
Interest, technical service fees, patent and trademark royalties, and
stmilar items. CONTRACTOR shall also be exempted from any tax
on the liqudation of CONTRACTOR, or distributions of any
incotme to the shareholders of CONTRACTOR, and from any tax on
capital.

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

()

(1)

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

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

EGPC, CONTRACTOR, Operating 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 respect to their documents
and activities hereunder.
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(g} All the exemptions from the application of the AR.E. laws or
regulations  granted 10 EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently in

elfect or hereafter amended or substituted.
ARTICLE XIX
STABILIZATION

In case of changes n existing legislation or regulations applicable to the
conduct of Exploration, Devcliopment and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the econoniic interest 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
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
or reguiatory measure. In such case, the parties shall negotiate possibic
modifications to this Agreement designed w restore the economic

balance thereot which existed on the Effecuve Date,

The parties shall use their best efforts to agree on amendments to this

Agrecment within nminety {90) days from aforesaid notice.

These amendments to thus Agreement shall not in any event diminish or
increase the rights and obligations of CONTRACTOR as these were
agreecd on the Etfective Date.

Failing agrcement between the parties during the period referred to
above in this Article XIX, the disputc may be submitted to arbitration, as
provided in Article XXIV of this Agreement.
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(a})

(b)

(C)

(d)

ARTICLE XX
RIGHT OF REQUISITION

[n case of nauonal emergency due to war or imminent expectanon
of war or internal causes, the GOVERNMENT may requisition 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 Oil and/or Gas field uselt and, if necessary, related
facihities.

In any such case, such requisition shall not be effected except after
inviting EGPC and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their

views with respect to such requisition.

The requisition of production shall be effected by Ministerial Order.
Any requisition of an Oi1l and/or Gas field, or any related facilinies
shall be effected by a Presidential Decree duly notified te EGPC and
CONTRACTOR.

In the event of any requisition as provided above, the GOVERNMENT
shall indemnify in full EGPC and CONTRACTOR for the period

during which the requisition 18 maintained, including:
(1) All damages which result from such requisition; and

(2) Full repayment each month for all Petrolcum extractied by the
GOVERNMENT less the rovalty share of such production.

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

meaning of this paragraph (d). Payment hercunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated 1n accordance
with Article VII (¢},
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ARTICLE XXI

ASSIGNMENT
(a) Neither EGPC nor CONTRACTOR may assign to a person, firm or

corporation, in whole or in part, any of its rights, privileges, duties or
obligations under this Agreement without the writien consent of the
GOVERNMENT.

(h) To enable consideration to be given to any request for such consent,

the following conditions must be fulfilled:

(1) The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such request 1s

made.

(2) The instrument of assignment must include provisions stating
precisely that the asstgnee 15 bound by all covcnants contained
in this Agreement and any modifications or addittons in writing
that up to such time may have been madc. A draft of such
instrument of assignment shall be submitted 0 EGPC for

review and approval beiore being formally executed.

(¢) Any assignment, sale, transfer or other such conveyance made
pursuan{ to the provisions of this Article XXI shall be free of any

transfer, capital gains taxes or related taxes, charges or fees

including without himitation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or similar payments.

(d) 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 oblgations of CONTRACTOR under this

Agreement.
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ARTICLE XX}l

BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidential Decree, with respect to CONTRACTOR, n
the following instances:

(1)

[f it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration for the
execution of this Agreement,

(2) If it assigns any interest hereunder contrary (o the provisions of

Article X XI;

(3) If it is adjudicated bankrupt by a coust of competent Jurisdiction;

(4) If it does not comply with any final decision reached as the

(3)

(6)

result of court proceedings conducted under Article XXIV(a);

If it intentionally extracts any mineral other than Petroleum not
authorized by this Agreement or without the authonty of the
GOVERNMENT, except such extractions as may be unavoidable
as the result 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

If it commits any material breach of this Agreement or of the
provisions of Law No. 66 of 1953, as amended by Law No. 86
of 1956, which are not contradicted by the provisions of this
Aprecment.

Such cancellation shall take place without prejudice to  any
rights which may have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such cancellation, CONTRACTOR,
shall have the right to remove from the Area all its personal
property.
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(b} If the GOVERNMENT deems that one of the aforesaid causes

(a)

(other than a force majeure cause reterred to in Article A XITL) exists
to cancel this Agreement, the GOVERNMENT shall give CONTRACTOR
ninety (90) days written notice personally served on CONTRACTOR's

General Manager in the lcgally official manner and receipt of which
1s acknowledged by him or by his legal agents, to remedy and
remove such cause; but if for any reason such service 1S
impossible due to unnotified change of address, publicauon in the
Official Journai 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 period such causc has not been
remedied and removed, this Agreement may be canceled forthwith

by Order or Presidenual Decrce as aforesaid; provided however,
that if such cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, cancellation of this
Agreement shal! be effective only against that party and not as
against any other party hereto.

ARTICLE XXIIl
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or cither of them of any obligation under this
Agreement shall be cxcused if, and to the cxtent that, such
non-performance or delay 1s caused by force majeure. The penod of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for
the performance of such aobligation and for the performance of any
obligation dependcent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks atfected.
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(b) "Force Majeure" within the meaning of this Article XXITI, shall be
any order, regulation or direction of the GOVERNMENT of the
ARAB REPUBLIC OF EGYPT, whether promulgated in the form
of a law or otherwise or any act of God, insurrection, riot, war,
strike, and other labor disturbance, fires, floods or any cause not due
to the fault or negligence of EGPC and CONTRACTOR or eiher of
them. whether or not similar to the foregotng, provided that any such
cause is beyond the reasonable control of EGPC and CONTRACTOR,
or either of them.

(¢) Without prejudice to the above and except as may be otherwisc
provided herein, the GOVERNMENT shall incur no responsibihity
whatsoever to EGPC and CONTRACTOR, of either of them for any

“damages, restrictions or loss arising in consequence of such case of
force majeure except a force majeure caused by the order,
regulations or direction of the GOVERNMENT of thc ARAB
REPUBLIC OF EGYPT.

ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy ot claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referred to the
jurisdiction of the appropriate A.R.E. Courts and shall be finally
settled by such Courts.

(b) From the Effective Date, any dispute or claim arnising between EGPC
and CONTRACTOR due to application or interpretaiion or
construction of this Agreement shall be finally settled in accordance

with the provisions of this Agreement only.
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{c) Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof between
EGPC and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional
Center for Intgrnational Commercial Arbitration (the Center) in
effect on the date of this Agreement. The award of the arbitrators
shall be fimal and binding on the parties.

(d) The number of arbitrators shall be three (3).

(e) Each party shall appeint one arbitrator. If, within thirty (30) days
after receipt of the ciaimant’s notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the
Center to appeint the second arbitrator.

() The two arbitrators thus appointed shall choose the third arbitrator
who will act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the second arbitrator, the
two arbitrators have not agreed upon the choice of the presiding
arbitrator, then either party may request the Secretary General of the
Permanent Court of Arbitration at the IHHague to designate the
appointing authority. Such appointing authority shall appoint the

presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration Rules.
Such presiding arbitrator shall be a person of a natienality other
than the A.R.E. and country or countries of CONTRACTOR and of
a country which has diplomatic relations with A.R.E. and country
or countries of CONTRACTOR and who shall have no economic

interest in the Petroleum business of the signatories hereto.
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(g) Unless otherwise agrced by the parties to the arbitation,
the arbitraton, including the making of the award, shall take place
in Cairo, A R.E.

(h) The decision of a4 majority of the arbitrators shall be final and binding,
upon the parties and the arbitral award rendered shall be firal and
conclusive. Judgment on the arbitral award rendered, may be entered
in any court having jurisdiction or application may be made in such
court for a judicial acceptance of the award and for enforcement, as
the case may be.

(1) Egyptian Law shall apply to the dispute except that in the event of any
contlict between Egyptian Laws and this Agreement the provisions of
this Agreement {(including the arbitration provision) shall prevail.
The arbitration shall be conducted in both English and Arabic language.

(J) EGPC and CONTRACTOR agree that if, for whatever reason,
arbifration in accordance with the above procedure cannot take place,
or 1s likely to take place under circumstances for CONTRACTOR
which could prejudice CONTRACTOR's right to fair arbitration, all
disputes, controversies or claims arising out of or relating to this
Agreement or the breach, termination or invalidity thereof shall be
settled by ad hoc arbitration in accordance with the UNCITRAL
Rules in ¢tfect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The nghts, duties, obligations and liabilities in respect of EGPC and
CONTRACTOR hereunder shall be several and not joint or
collecuve, 11 being understood that this Agreement shall not be
censtrued as constituting an association or corporation or parinership.
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(b) CONTRACTOR shall be subject 1o the laws of the place where it is
incorporated regarding its legal status or creation, organization, char-
ter and by-laws, shareholding and ownership. CONTRACTOR s
shares of capital which are entirely held abroad shall not be negotia-
ble in the A.R.E. and shall not be offered for public subscription nor

shall be subject to the stamp tux on capital shares nor any tax or

duty in the A.R.E. CONTRACTOR shal] be exempted from the ap-
plication of Law No. 159 of 1981 as amended.

(¢} In case CONTRACTOR consists of more than one member. all
CONTRACTOR Members shall be jointly and severaliy hable for
the performance of the obligations of CONTRACTOR under this

Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

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

contractors shall:

(a} Give priority to iocal contractors and sub-contractors, including
EGPC's Affiliated Companies as long as their performance is
comparable with international performance and the prices of thewr
services are not higher than the prices of other contractors and

sub-contracters by more than ten percent (10%).
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by Give preference to locally manufactured material. equipment,
machinery and consumables so long as their quality and time of
delivery are comparable to internationally available matenal,
equipment, machinery and consumables. However, such material,
equipment, machinery and consumables may be imported for
operations conducted hercunder if the local price of such items at
CONTRACTOR's or Operating Company's operating base in A.R.E,
is more than ten percent (10%) higher than the price of such imported
iterns before customs duties, but after transportation and insurance

costs have been added.
ARTICLE XXVII
ARABIC TEXT

The Arabic version of this Agrecment shall, before the courts of A.R.L.
be referred to in construing or mterpreting this Agreement; provided
however, that in any arbitration pursuant to Arlicle XXI1V herein ébove
between EGPC and CONTRACTOR the English and Arabuc versions
shall both be referred to as having equal force in construing or
interpreting the Agreement.

ARTICLE XXVIII1
GENERAL

The headings or titles to cach of the Articles to this Agreement arc
solcly for the convenience of the parties hereto and shall not be vsed

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

This Agreement shall not be binding upon any of the parties hereto
untess and unul a law 1s 1ssued by the competent authoritics of the
A R.E. authonizing the Minister of Petroleum to sign this Agreement
and giving this Agreement full force and etfect of law notwithstanding

any countervaitling Governmental enactment, and the Agreement is

signed by the GOVERNMENT, EGPC and CONTRACTOR.

APACHE UMBARKA CORPORATION LDC
By :

Date :

EGYPTIAN GENERAL PETROILEUM CORPORATION

BY: -

Date :

ARAB REPUBLIC OF EGYPT

By:

Late -
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ANNEX “A”

AMENDING AGREEMENT OF THE
CONCESSION AGREEMENT
ISSUED BY LAW NQ. 155 OF 1963
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
APACHE UMBARKA CORPORATION LDC
IN
UMBARKA AREA
AR.E,

BOUNDARY DESCRIPTION OF THE AREA

Annex "B" i1s a provisional illustrative map at an approximate scale of
(1:300,000) showing the Arca covered and affected by this Agrcement.

- The Area measures approximately four hundred and twenty three
square  kilometers and four hundred  seventy square meters
(423.47 km?) of surface Arex. It is composed of all or part of Development
Blocks. The whole Blocks are defined on a one (1) minute latitude by
one (1) minute longitude gnd.

- Tt is to be noted that the delineation lines of the Area in Annex "B" arc
intended to be only illustrative and provisional and may not show
accurately their true position in relation to existing monuments and

geographical features.
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Coordinates of the corner points of the Area are given in the following

-1

table which forms an integral part of Annex A

BOUNDARY COORDINATES

OF
UMBARKA AREA
[N
WESTERN DESERT
POINT
N LATITUDE f NORTH LONGITUDE / EAST
l 31 00’ 26" 24
2 31 00 26" 36
3 3 48 l 26" 30

4 | 30° 48 26 24
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ANNEX (B)

AFIENDING AGREEMENT OF THE
CONCESSION AGREENMENT ISSUED BY AW

NO. 135 QF 1963

FOR PETROLEUN
EXPLORATION AND EXPLOITATION

BETWEEN

THE ARAB REPUBLIC OF EGYPT
AND
THE EGYTPTIAN GENERAL PETROLEUM
CORFPORATION
AND

APACHE UMBAREKA CORPORATION LDC
IN UMBARKA

WESTERN DESERT
ARE
SCALE 1 : 300,000
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ANNEX “ B”

UMBARKA AREA
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ANNEN(B)

AMENDING AGREEMENT OF THE
CONCESSION AGREEMENT ISSUED BY LAW
N 155 OF 1963

FOR PETROLEUM
EXPLOBRATION AND EXPLOITATION

BETWEEN

THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTTAN GENERAL FETRGLEUM
CORPORATION
AND

APACHE UMBARKA CORPORATION LDC
IN UMBARKA

WESTERN DESERT
ARE.
SCALE 1 : 300
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ANNEX *(”
Letter of Guaranty

Chairman

The Egyptian General Petroleum Corporation
Sector 4, Palestine Sireet

New Maadi, Cairo, Arab Republic of Egypt

Re : Umbarka Concession
Dear Chairman,

Reference is made to the Concession Agreement for Petroleum Exploration
and Exploitation in the Umbarka Area in Western Descrt 1ssued by law
No. -— of 2002 by and between the Arab Republic of Egypt {A.R.E),
The Egyptian General Petroleum Corporation (EGPC) and Apache
LUimbarka Cui-pﬁr&tmn L.LDC (Apache Umbarka) (hercinafler referred to
as CONTRACTOR).

Apache Qarun Exploration Company LDC as Guarantor on behalf of
CONTRACTOR hereby undertakes that, if CONTRACTOR spends
during the initial three (3) year period of said Concession Agreement less
than the minimum amount specified for such period twenty mllion
(20.000,000) U.S. Dollars under the Concession Agreement (the
diffcrence beine hereunder described as “Shortfall”), EGPC shall nouty
CONTRACTOR and Apache Qarun Exploration Company LDC as
Guarantor in writing of the amount of the Shortfall. Within fifteen (15)
days of receipt of said notice, Apache Qarun Exploration Company L.DC
on behalf of CONTRACTOR shall pay and/or transfer to EGPC a

quantity of crude oil sufficient in value to cover the Shortfall.
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In case said crude oil shall be transferred, it will be deducted from
Apache Qarun Exploration Company LDC’s share of crude o1l
production from the development leases, under the Concession
Agreement for Petroleum Exploration and Exploitation issued by law
No. 113 of 1993 and which is amended by virtue of law No. 35 for 1994
Said crude oil shall be valued at the ume of the transter to EGPC 1n

accordance with the provisions of the Concession Agreement of law No.
113 of 1993 as amended.

Apache Qaurn Exploration Company LDC may at any time between the
date hereof and the date on which this letter of Guarantee shali cxpire
submit a bank guarantec of the Shortfall in a form satistactory to EGPC.
in which event the provisions of this letter shall automatically lapse and
be of no effect.

It is understood that this Letter of Guarantec and the liability of Apache
Qarun Exploratton Company LDC, as Guarantor hereunder, shal
automatically be reduced quarterly, during the perniod of expenditures of
the twenty miliion U.S. Dollars (U.5.$20,000,000) by the amount of
money expended by CONTRACTOR through the Operating Company
for such operations during each such quarter and approved for recovery
by EGPC.

This letter of Guarantee shall expire and become null and void on the
date six (6) months after the end of three (3) year period or on the date
upon CONTRACTOR s fulfiltment of its obhigations hereunder subject
to EGPC approval, whichever first occurs.

Y ours Faithiully,
Apache Qarun Exploration Company LDC
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ANNEX D
CHARTER OF OPERATING COMPANY
ARTICLE 1

A joint stock company having the nationality of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the GOVERNMENT
In accordance with the provisions of this Agreement referred to below

and of this Charter.

The Company shall be subject to all laws and regulations in force in the
A RE. to the extent that such laws and regulations are not inconsistent

with the provisions of this Charter and the Agreement referred to below.
ARTICLE 11

The name of the Operating Company shall be mutually agreed upon
between EGPC and CONTRACTOR on the Effective Date and shall be

subject to the approval of the Minister of Petroleum.

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

ARTICLE 1Y
The object of Operating Company is to act as the agency through which
EGFPFC and CONTRACTOR carry out and conduct the Development
operations required 1n accordance with the provisions of the Agreement
signed on the ------ day of ----—--o-- by and between the ARAB
REPUBLIC OF EGYPFI, THE EGYPTIAN GENERAL PETROLEUM
CORPORATION and CONTRACTOR covering Petrolcum operations

in Umbarka Area described therein,
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Operating Company shall be the agency to carry out and conduct
operations after the Effective Date pursuant to Work Programs and

Budgets approved in accordance with the Agreement.

Opcrating Company shall keep account of all costs, expenscs and
cxpenditures tor such operations under the terms of the Agreement and

Annex "E" thereto.

Operating Company shall not engage in any business or undertake any

acivity beyond the performance of said operations unless otherwise
agreed upon by EGPC and CONTRACTOR.

ARTICLE ¥V

The authorized capitul of Operating Company 1s twenty thousand
Egyptian Pounds divided into five thousand shares of common stock
with a value of four Egyptian Pounds per share having equal voting

rights, fully paid and non-assessable.

FOPC and CONTRACTOR shall cach pay for, hold and own.
throughout the life of Operating Company, one-half (1/2) of the capital
stock of Operating Company provided that only in the event that either
party should transfer or assign the whole or any percentage of its
ownership interest in  the entirety of the Agreement, may such
transternng or assigning party transfer or assign any of the capital stock
of Operating Company and, in that event, such transferring or assigning
party (and its successors and assignees) must transfer and assign
@ stock interest in Operating Company equal to the transferred or
assigned whole or percentage of its ownership interest in the entirety of

the said Agreement.
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ARTICLE Vi

Operating Company shall not own any right, title, inicrest or estate in or
under the Agreement or any Development Lease created thereunder or in
any of the Petroleum produced from any Development Lease thereunder
or in any of the assets, equipment or other property obtained or used in
connection therewith, and shall nat be obligated as a principal for the
financing or performance of any of the dutics or obligations of either
EGPC or CONTRACTOR under the Agrcement. Operating Company

shall not make any profit {rom any source whatsoever.
ARTICLE VII

Operating Company shall be no more than an agent for EGPC and
CONTRACTOR, Whencver it s imdicated herein that Operating
Company shail decide, take action or make a proposal and the like, it is
understood that such decision or judgment is the result of the decision or
Jjudgment of EGPC, CONTRACTOR or EGPC and CONTRACTOR, as

may be required by the Agreement,
ARTICLE VIII

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

designate the General Manager who shall also be a Managing Director.
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ARTICLE 1X

Meetings of the Board of Dircctors shall be valid if a majonty of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (3) or more of the Directors; provided,

however, that any Director may be represented and vote by proxy held

by another Director.
ARTICLE X

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

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 employment of the personnc] of Operating Company

cmployed directly by Operating Company and not assigned thercto by
CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upen being approved by
a General Meeting of the Shareholders, in accordance with the

provisions of Article X hereof.
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ARTICLE X11

Operating Company shall come into existence on the Effective Date of
the Agreement, as provided for in the Agreement {(unless otherwisc

agreed by EGPC and CONTRACTOR).

The duration of Operating Company shali be for a period equal 1o the

duration of the said Agreement, including any renewal thereof.

The Operating Company shatl be wound up if the Agreement referred to

above is terminated for any reason as provided for therein,

APACHE UMBARKA CORPORATION LDC

BY

Date :

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY

Date ;
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ANNEX “E”
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS
(a) Definitions:

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

(b} Statements of Expenditure Activity :

Following its coming into existence, Operating Company shail
renider to EGPC and CONTRACTOR within fifteen (15) days of the
end of each calendar quarter a Statement of Expenditure Activity
reflecting all charges and credits related to the Development and
Exploration operations for that quarter summarized by appropriate
classifications indicative of the nature thereof, cxcept that itcms of
controllable material and unusual charges and credits shall be
detailed.

{c) Adjustments and Audits:

(1) Each quarterly Statement of Expenditure Activity pursuant to
Article I (b) of this Annex shall conclusively be presumed to be
true and correct after three (3} months following the receipt of
each Statement by EGPC unless within the said three (3)
months EGPC takes written exception thereto pursuant to
Article IV (¢) of the Agreement. Durning the said three (3)
month period supporting documents will be available for
inspection by EGPC during all working hours.

CONTRACTOR will have the same audit rights on Operating
Company Statements as EGPC under this sub-paragraph.
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(2) All Statements of Expenditure Activity for any calendar quarter
pursuani to Article 1 (b) 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)
months period, EGPC or CONTRACTOR takes written
exception thereto. Pending expiration of said three (3) months
EGPC or CONTRACTOR or both of them shall have the nght to
audit Operating Company accoumts, records and supporting
documents for such quarter in the same manner as provided in

Article IV {¢) of the Agreement.

{d) Currency Exchange:

Operating Company's books for Expenditure shall be kept in the
ARE 1n US. Doliars. All US. Dollar expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
shall be converted (o U.S, Dollars at the applicable rate of exchange
issued by the Central Bank of Egypt on the first day of the month in
which expenditures are recorded, and ali other nun-U.S. Dollar
expenditures shall be translated to U.S. Dollars at the buying rate of
exchange for such currency as quoted by National Westrminster
Bank Limited, London at 10.30 am. G.M.T., on the first day of the
month in which expenditures are recorded. A record shall be kept of
the exchange rates used in translating Egyptian Pounds or other

non-U.8. Dollars expenditures te U.S. Dollars.
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(e) Precedence of Documents:

In the event of any inconsistency or conflict between the provisions
of this Accourting Procedure and the provisions of the Agreement
treating the same subject differently, then the provisions of the
Agreement shail prevail.

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

Accounting Procedure may be revised in writing from time to time
In the light of future arrangements.

(g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charsed as

recoverable costs under the Agreement.
ARTICLE II
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and, through Operating Company, pay the following costs and
expenses, which costs and expenses shall be classified and allocated to
the activities according to sound and generally accepted accounting
principles and treated and recovered in accordance with Article VII of

this Agreement:
(a) Surface Rights:

All direct cost atiributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force
for the Area.
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(b) Labor and Related Costs:

{1} Salaries and Wages of Operating Company’s employees, including
CONTRACTOR’s employees seconded to Operating Company,
directly engaged in thz various activites under the Agreement
including salaries and wages paid to geologists and other employees
who are temporarily assigned to and employed in such activities.
Such salaries and wages to be certified by a certified public
accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR's
policies and amendments of laws applicable to salaries. For the
purpose of this Article II (b} and Article Il (¢}, salaries and
wages shall mean the assessable amounts for A.R.E. Income
Taxes, including the salaries during vacations and sick leaves,
but excluding all the amounts of the other items covered by the
percentage fixed under (2) below.

(2) For expatriate empioyees permanently assigned to Egypt:
1. All allowances applicable te salaries and wages;
2. Cost of established plans; and

3. All travel and relocation costs of such expatnate employees
and their families to and from the employee's country or
point of origin at the time of employment, at the time of
separation, cr as a result of transfer from one location to
another and for vacation (transportation costs for
employees and their families transferring from the A.R.E.
to another location other than their country of origin
shall not be charged to A.R.E. Operations).
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Costs under this Article 11 ( b ) { 2 } shall be deemed to be equal to
seventy-two percent (72%) for expatriate personnel married and
accompanied by their spouses and fifty-seven percent (57%) for
expatriate personnel either single or not accompanied by ther
spouses to Egypt. These percentages refer to basic salaries and
wages paid for such expatriate personnel including those pwd
during vacattons and sick leaves as established 1n
CONTRACTOR s intermnational policies, chargeable under Article
II(h), Article TI(i), and Article II(k) of this Annex.

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

1. Housing and Utilities Allowance.

2. Commoeodities and Services Allowance.
3. Special Rental Allowance.

4. Vacation Transportation Allowance.
5. Vacation Travel Expense Allowance.

. Vacation Excess Baggage Allowance.

. Education Allowances (Children of Expatriate Employees).

00 ~d

. Hypothetical U.8. Tax Offset (which results in a reduction of
the chargeable percentage).

0. Storage of Personal Effects.
10. Housing Refurbishment Expense.
| 1. Property Management Service Fees.
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12. Recreation Allowance.
13. Retirement Plan.

14. Group Life Insurance.

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

17. Vacation Plans Paid (excluding Allowable Vacation Travel
Expenses).

18. Savings Plan.

19 Educational Assistance,

20. Military Service Allowance.,
21. FI1.C.A.

22, Workman's Compensation.

23. Federal and State Unemployment Insurance.
24 . Personnel Transfer Expense.

25. Nauonal Insurance.

26. Any other Costs, Allewances and Benetits of a ike nature as
established in CONTRACTOR's International Policies.

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 new percentages 1o
be used under this paragraph.

Revisions of the percentages will take into consideration variances
in costs and changes in CONTRACTOR's international pohcies
which change or exclude any of the above allowances and benefits.
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The revised percentages will reflect as ncarly as  possible
CONTRACTOR's actual costs of all 1ts established allowances and

benefits and of personnel transters.

(3} @or expatriate employees temporaniy assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid 1n  accordance with
CONTRACTOR's mtemational pohcies. Such costs shall not
include any admintstrative overhead.

(4} Costs of expenditure or contributions made pursuant (o law or
assessment 1mpesed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Article H (b) (1), Article II (b) (2), Article II (1) and Article It
(k) of this Annex.

{c) Benefits, allowances and related costs of national employees:

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for o1l companies operating in the ARE.,
all as chargeable under Article Il {(b) (1), Article II (1) and Article 11 (k}
of this Annex. Severance pay will be charged at a fixed rate applied

to payrolls which will equal an amount cquivalent to the maximum
lability for severance payment as required under the A R E. Labor

Law.

{d) Material
Material, 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 deduction of all discounts actually
received.
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(2) Material Furnished by CONTRACTOR:

Material requued for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such material from CONTRACTOR's or CONTRACTOR's
Aftiliated Companies stocks outside the AR.E. under the

tollowing conditions:

1. New Material {Condition "A'")

New  Matenial  transterred {rom CONTRACTOR's
CONTRACTOR's Affiliated Companies warchouse or other
praperties shall be priced at cost, provided that the cost of

material supphied 15 not higher than mternational prices for

matcrial of similar quality supplied on similar terms,

prevaliing at the ume such matenal was supplied.
2. Used Material (Conditions "B’ and "C")

a} Matenial which 18 in sound and serviceable condition and
is suitable for reuse without reconditioning shail be classed

as Condition "B" and priced at seventy-five percent (75%:)

of the price of new matenal.

b) Material which cannot be classitied as Condition "B" but

which 15 scrviceable for onginal funcuon but substantially
not suitable for reconditioming, shall be classed as Condition
"C" and priced at fifty percent (50%) of the price of new

maternai.

c) Material which cannot be ¢lasstfied as Condition "B" or
Condition "C" shall be priced at a value commensurate

with 1ts use.

d) Tanks, builldings and other equipment involving erection
costs shatl be charged at applicable percentage of knocked -

down new price.



VoW L ST A () £Y sl - e M VYR

: Syl s 0,4l 31T leazs —
wnd ) laiall 2 Lady ol e b e Wy, T sl G seuias Y
I )] a5V Aaa 3lpe 3pmy Al 35 L sl ] i pill ol g ot
NS5 5l il e D el Bad JH Uk ez, o] s Y1 S LS
: gkaladl zajgd Balely S ST (b))
- oldaadl 2aslil 357,800 datil 54 e I ol 31y a0 Slaskl B (V)
ol Lgehis ol spad! 5 dodeall JlaeD Jidly pindl iy s (V)
iyl Lgadsy Lot 2l enaib dly ool ¥l onib pald dndU ) Al
C Slleal daslid) 38,200 Jae 5,00Y JHUll e Lpadisy Llaoy I o
Lgokear ol sydd] 30,50 b Pl inabpdl a5 52l ]y J8 diSG (TF)
5 Al ozl
: aibg a2l (§)
A s lasd iy oy lie ) £ 3l IS s B, W lead | (V)
el et
L) il i) o Jy Gl il Ly 'S o) Crllendd 2085 (¥ )
L3P ST L P oty Ol 3
S iyt o Sl izl Sleddk |y lagd Raglall WSS 5] Laged



Wo Y L unST 8 5 () £ sl = e

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the matenial furﬁished
beyond or back of the dealer's or manufacturer's guaranty: and
in case of defective material, credit shall not be recorded until
adjustment has been received by CONTRACTOR from

manutacturers or their agents.
(¢) Transportation and Employee Relocation Costs:

(1) Transportation of equipment, materials and supplies necessary

[or the conduct of Operating Company’s activities.

(2) Business travel and transportation expenses to the cxtent covered
by established policies with rcgard 1o expatriate and national
cmployees, as incurred and paid by, or for, emplovees in the

conduct of Operating Company's business.

(3) Employees transportation and relocation cosls for national

employces to the extent covered by established policics,
(f) Services:

(1) Ourside services: The costs of contracts for consultants, services

and utilitres procured from third parties.

(2) Cost of services performed by EGPC or by CONTRACTOR or
their Affiltated Companies in facilitics mside or outside the
A.R.E. Regular, recurring, routine services, such s interpreting

magnetic tapes and/or other analyses, shall be performed and
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(g)

(h)

charged by EGPC and/or CONTRACTOR or their Affiliated
Companies at an agreed contracted price. Major projects
involving cngineering and design services shall be performed
by EGPC and/or CONTRACTOR or their Affiliated 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 ownership and
operation, but not in excess of competitive rates currently

prevaiting in the A.RE.
Damages and Losses:

All costs or cxpenses, necessary to replace or repair damages or
losscs 1ncurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of rcasonable diligence. CONTRACTOR or
Operating Company shall furnish EGPC and CONTRACTOR
written notice of damages or losses incurred in excess of ten thousand
(3 10,000) U.S. Dollars per occurrence, as soon as practicable after
report of the same has been received by CONTRACTOR or Operating
Company.

Insurance and Claims:

The cost of any public hability, property damage and other
insurance against liabilities of CONTRACTOR, Operating Company
and/or the partics or any of them to their employees and/or

outsiders as may be required by the laws, ruies and regulations of
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the GOVERNMENT or as the parties may agree upon. The
proceeds of any such insurance or clatm collected, less the actual

cost of making a claim, shall be credited agamnst operations.

I¥ no insurance 1s camed {or a particular nsk, mm accordance with
oood international o1l tield practices, all related actual expenditures
incurred and paid by CONTRACTOR or Operating Company in
settlement of any and all losses, clanms, damages, judgments and any

other expenscs, including legal services.

(i) Indirect Expenses:

(J)

Camp expenscs and facihues such as shore basc, warchouscs, watcr
systems, road systems, salanes and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area. Indirect Expenses shall also include all
office costs including but not limited to those costs covered in
Article ITI(k) of this Annex and all cost allocations [rom Khalda
Petroleumn Company or any other operating company mutually
agreed between EGPC and CONTRACTOR to carry out operations
in the Area on behalf of the Operating Company.

L.egal Expenses:

All costs and expenses of htigaton, or legal services otherwise
nceessary or expedient for the protection of the Area, mcluding
altorney's fees and expenscs as hereinafter provided, 1ogether with

all judgments obtained against the parties or any of them on account
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of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in sccuring evidence for the purpose of
defending againsi any action or ¢claim prosecuted or urged against
the operations o1 the subject matter of the Agreement. In the event
actions or ciaims affecting the interests hereunder shall be handled
by the legal stalf of one or more of the parties hereto, a charge
commensurate with cost of providing and tumishing such scrvices

may be made to operations.

() Indirect and (General Expenses:

(L)

While Operating Company is conducung opcrations, Operating
Company' personnel engaged in general clerical and office work,
supervisors and officers whose time 1s generally spent in the main
office and not the field, and all employees generally considered as

general and  administrative and not charged to other types of

expense will be charged to operations. Such expenses shall be

allocated each month between Exploration and Development

operations according to sound and practicable accounting methods.
Taxes:

All taxes, duties or levies paid m the A.R.E. by Operating Company
with respect to this Agreement other than those covered by Article

[I1 (c) (1) of the Agreement.
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(m) Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covercd and deait with by the foregoing provisions of this Articlc 11,
incurred by Operating Company under approved Work Programs
and Budgets.

ARTICLE 111

INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and CONTRACTOR
mnventorics shall be taken by Operating Company ol the opcrations
materials, which shall include all such matenals. physical assets and
construction projects. Writien notice of intention to take mventory
shail be given by Opcrating Company to EGPC and CONTRACTUOR
at least thinty {30) days before any inventory is to begin so that
EGPC and CONTRACTOR may be represented when any inventory
is taken. Failure of EGPC and/or CONTRACTOR 10 he represented at
an inventory shall bind them to accept the inventory taken by
Operating Company, who shall in that event furmsh the party not

represented with a copy thereof.

{b) Reconciliation and Adjustment of Inventories:

Reconciliation of inventory shall be made by CONTRACTOR and
EGPC, and a list of overages and shortages shall be jointly
determined by Operating Company and CONTRACTOR and
EGPC, and the inventory adjusted by Operating Company.
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ARTICLE IV

COST RECOVERY

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

Petrolenm: |

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
(15) days after receipt from Operaling Company of the Statements
for Development and Exploration Activity for the calendar quarter a

Statement for that quarter showing:

1. Recoverable costs carried forward from the previous quarter, if

any.

b

. Recoverable ¢osts incurred and paid during the quarter.

(o

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

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

5. Amount of costs recovered for the quarter.

0. Amount of recoverable costs carried into the succeeding guarter,

11 any.

7. Excess, if any, of the value of Cost Recovery Petroleum taken and
scparately disposed of by CONTRACTOR over cosls recovered

for the quarter.
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() Payments:

It such Statement shows an amount due EGPC, payment of that
amount shall be made in U.S. Dollars by CONTRACTOR with the
renditton of such Statement. If CONTRACTOR fails to make any
such payment to EGPC cn the date when such payment is due, then
CONTRACTOR shall pay interest of two and one-half sercent
(2.5%) per annum higher than the London Interbank Borrowing
Offered Rate (LIBOR} for three (3) months U.S. Dollars deposits
prevailing on the date such interest is calculated. Such interest

payment shall not be recoverable.
(¢) Settlement of Excess Cost Recovery Petrolenm:

EGPC has the right to take its entitlernent of Excess Cost Recovery
Petroleum under Article VIT {a) {2) of the Agreement in kind
durimg the sawd quartcr. 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

Pewroleum.
(d} Audit Right:

EGPC shall have a period of twelve (12) months from receipt of
any Statement under this Articie IV 1n which to audit and raisc
ovjection to any such Statement. EGPC and CONTRACTOR  shatll
agree on any regured adjustments, Supporting documents and
accounts will be available to EGPC during said twelve (12) month

period.



Yo ,eST A G (b)) N sl - L Il YA

{ daanylind f Bald ! )

VPRV | F EN TP JU aF FUHES
- QU Skl ! Gl o sl (1)

¢ yaimn b4 | ol L ]y colaadl] 10t 231 Ll oLt i
e o () 5 JoY ] Tall] Compg saall BLAII G285 5,1 Slardl Al
ol e ¥l dmy Jylally el Lide 3055 oy dls £l Jlpiaal amy 3l
s o (Y) (g 3 oY soleld Lty ooldaally SWH 2 Ly (I i)
@il Sl e (G3NAd G e Ul U i ellsy Gadl

; ek LS 1 212 et | St o septbtise (v }

Al L1l LG el lud ]y S sl ml 2314 Ll Jolall: 20
PUCTRCTYE B | PV L] [ S WP RS PR PYEI { P Se YIS NTSC [P P
D ol a8 slsmY el Oy 2]l e SRl
: St ! wililazad | {2 )

dodoet] A8, CRILSE abs Y Oy ally Sy B cays ol
o oliadly ol ally G apis - oliadl Y ga¥ladl U e e
:L,L_L.nn._a:l;.....::_, Sl

I | PR TR

N O | G PRSPPI ) EPRFSUNE | TV F

) WA [T P P

e M e el o Uld | ] pesis

bl s LI 315 ] ddl i ssad) S el Sl JylEll pods
ea ] hs 2N el Jg )]



VAR YL ST A () £ sdal - s Sl

(a)

ARTICLE V

CONTROL AND MAJOR ACCOUNTS
Expenditure Obligation Control Accounts:

CONTRACTOR will establish an Expenditure Obligation Control
Account and an offsetting contra account to control therein the total
amount of Expenditures reported on Statements of activity prepared
per Article T (b) of this Annex, less any reductions agreed to Dby
EGPC and CONTRACTOR followmg wnitten exceptions taken by a
non-operator pursuant to  Articie I (¢)(1) of this Annex, 1n order to
determine when minimum Expenditure cbhigations have been met.

{(b) Cost Recovery Control Account:

CONTRACTOR will ¢stabiish a Cost Recovery Control Account
and an off-setting contra account 1o contrel thercin the amount ot
cost remaining to be recovered, 1if any, the amount of cost recovered
and the value of Excess Cost Recovery Petroleum, 1f any.

(¢) Major Accounts:

For the purpose of classi{ying costs, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimuom Expﬁznditrurﬁt obligations have becn met, costs, expenses
and expenditures shall be recorded 1n major accounts including the
following:

- Exploration Expenditures,

- Development Expenditures other than Operating Expenses;,

- Operanung Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
cxtent necessary for the control of recovery of costs and the

treatment of Cost Recovery Petroleum,
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

[t 15 undersivod that CONTRACTOR shall be subject to Egyptian
Income Tax Laws excepl as otherwise provided in the Agreement, that
any A.R.LE. Income Taxes paid by EGPC on CONTRACTOR's behalf
constrtute additional income to CONTRACTOR, and this additional

income 1s also subject to A.R.E. income tax, that is "grossed up".

"CONTRACTOR's annual income”, as determined in Article I {(e) (2)
of this Agreement, less the amount equal to CONTRACTOR's
grossed-up Egypuan income tax liability, shall be CONTRACTOR's

"Provisional Income”,

The "oross-up value™ 1s an amount added to Provisional Income 1o give
P o

“Taxable Income”, such that the grossed-up value is equivalent to the

A.R.E. Income Taxes.

THLEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value
and

Grossed-up Value = AR.E. Income Tax on Taxable Income.

I the "A R.E. Income Tax rate", which means the effective or composite

tax rate due 1o the vanous A R.E. taxes levied on income or profits,

15 constant and not dependent on the level of income, then:

Grossed-up Value = AR E. income tax rate TIMES Taxable Income.
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Combiming the first and last equations above

Provisional income x Tax Rate

Grossed-up Value = -
rosset-up vattie [ - Tax Rate

where the tax rate js expressed as a decimal.

The above cemputations are illustrated by the following numerical
example. Assuming that the Provisional Income is $10 and the A.R.E.
Income Tax rate is forty percent (40%), then the Grossed-up Value is

equal to:

‘3511? ;33‘4 =360
Therefore:
Provisional income $ 10.00
Plus Grossed-up Value 6.67
Taxable Income $16.07
Less: A.R.L. Income Taxes at 40% 6.07

CONTRACTOR's Income after taxes $ 10.00
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ANNEX “F”

MAP OF THL NATIONAL GAS PIPELINE GRID m%mﬁmz.
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ANNEX*G"
UMBARKA DEVELOPMENT LEASE AREA
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