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CONCESSION AGREEMENT
FOR
PETROLEUM EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
GANOUB EL-WADI HOLDING PETROLEUM
COMPANY |
AND |
Pan Pacific Petroleum Egypt Limited ("PPPEL")
| IN
-~ WEST KOM OMBO
At
THE WESTERN DESERT
A.R.E.
This Agreement made and entered on this day of , 20006, by

and between the ARAB REPUBLIC OF EGYPT (hereinafter referred to
variously as "A.R.E." or as the "GOVERNMENT"), GANOUB
EL-WADI HOLDING PETROLEUM COMPANY, a legal entity
created by Prime Minister Decree No. 1755 of 2002, and pursuant to
Law No. 203 of 1991 and its amendments (hereinafter referred to as
"GANOPE") and Pan Pacific Petroleum Egypt Limited ("PPPEL") an
Australian Company registered in New South Wales (hereinafter referred
to as "("PPPEL")" or as "CONTRACTOR").
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WITNESSETH

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

WHEREAS, GANOPE has applied for an exclusive concession for the
exploration and exploitation of petroleum in and throughout the area
referred to in Article II, and described in Annex “"A" and shown
approximately on Annex "B", which are attached hereto and made part
hereof (hereinafter referred to as the "Area") ; and

WHEREAS, ("PPPEL")agrees to undertake its obligations provided
hereinafter as a CONTRACTOR with respect to the Exploration,
Development and Production of petroleum in the West Kom Ombo, at
the Western Desert, A.R.E. |
WHEREAS, the GOVERNMENT desires hereby to grant such
Concession; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with
GANOPE, and with ("PPPEL") as a CONTRACTOR in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1
DEFINITIONS

(a) "Exploration” shall include such geological, geophysical, aeral and
other surveys as may be contained in the approved Work Programs
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 purchase or acquisition of such supplies, materials,
services and equipments therefor, all as may be contained in the
approved Work Programs and Budgets. The verb "explore” means

the act of conducting Exploration.
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(b) "Development” shall include, but not be limited to, all ‘the
operations and activities pursuant to approved Work Programs and
Budgets under this Agreement with respect to:

(i) the drilling, plugging, deepening, side tracking, re-drilling,
completing, equipping of development wells and the changing
of the status of a well, and

(11} design, engineering, construction, installation, servicing and
maintenance of equipments, lines, systems facilities, plants
and related operations to produce and operate said
development wells, taking, saving, treating, hﬁndling, storing,
transporting and delivering Petroleum, re-pressuring,
recycling and other secondary recovery projects, and

(i11) transportation, storage and any other work or activities

necéssary or ancillary to the activities specified in (i) and (ii).

(c) "Petroleum” means Liquid Crude Oil of various densities, asphalt,

Gas, casinghead 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 therefrom.

(d) "Liquid Crude Oil" or "Crude Oii" or "Oil" means any hydrocarbon
produced from the Area which i1s in a liquid state at the wellhead
or lease separators or which is 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 PSIA.
Such term includes distillate and condensate.

(e) "Gas" means natural gas both associated and non-associated, and all
of its constiteent elements produced from any well in the Area
(other than Liquid Crude Qil) and all non-hydrocarbon substances
therein. Said term shall include residual gas, that Gas remaining
after removal of LPG.
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() "LPG" means liquefied petroleum gas, which is a mixture
prnncipally of butane and propane liquefied by pressure and
temperature.

(g) A "Barrel” shall consist of forty-two (42) United States gallons,
lquid measure, cormrected to a temperature of sixty degrees
Fahrenheit (60°F) at atmospheric pressure of 14.65 PSIA.

(h) (1) "Commercial Oil Well" means the first well on any geological
feature which after testing for a penod of not more than
thirty (30) consecutive days where practical, but in any event
in accordance with sound and accepted industry production
practices, and verified by GANOPE, is found to be capable
of producing at the average rate of not less than eight
hundred (800) Barrels of oil per day (BOPD). The date of
discovery of a "Commercial Oil Well" is the date on which
such well 1s tested and completed according to the above,

(2) "Commercial Gas Well" means the first well on any
geological feature which after testing for a period of not more
than thirty (30) consecutive days where practical, but in any
event 1n accordance with sound and accepted industry
production practices and verified by GANOPE, is found to
be capable of producing at the average rate of not less than
Ten mitlion (10000000) standard cubic feet of Gas per day
(MMSCEFD). The date of discovery of a "Commercial Gas
Weltl" is the date on which such well is tested and complected
according to the above.

(i) "A.RE." means ARAB REPUBLIC OF EGYPT., "EGPC" means
Egyptian General Petroleum Corporation, "Egas” means Egyptian
Gas Holding Company.

() ‘"Effective Date” means the date on which the text of this Agreement
1s signed by the GOVERNMENT, GANOPE and CONTRACTOR,
after the relevant Law is issued. ' |
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(k} {1) "Year" means a period of twelve (12} months according to the
Gregorian Calendar.

(2) "Calendar Year" means a period of twelve (12) months
according to the Gregorian Calendar being from 1% January 1o
315 December.

(1) "Financial Year" means the GOVERNMENT's financial year
according to the laws and regolations of the AR.E.

(m) "Tax Year® means the period of twelve (12) months-according 1o
the laws and regulations of the ARE.

{n) An "Affiliated Company” means a company:

(i) of which the share capital, conferring & majonity of votes at
- stockholders' meetings of such company, is owned directly or
indirectly by a party hersto; or

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

{111} of which the share capital conferting & majority of voles al
stockholder's meetings of such company and the share capital
conferring & majority of votes at stockholders’ meetings of a
party hereto are owned directly or indirgctly by the same
company,

(o} “Exploration Block™ shall mean an area, the corner points of which
have to be coincident with three {3) minutes by three (3) minutes
latitude and longitude divisions, according to the Interational Gnid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex "A”,
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(q)
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(s)

(1)

"Development Block™ shall mean an area, 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 Area

covered by this Concession Agreement as set out in Annex "A".

"Development Lease(s)” shall mean the Development Block or
Blocks covering the geological structure capable of prqductiun, the
comner 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 nf the Area covered by this Concession Agreement as

set out in Annex "A".

"Agreement” shall mean this Concession Agreement and its
Annexes.
"Gas Sales Agreement” shall mean a written agreement between

GANOPE and CONTRACTOR (as sellers) and GANOPE or EGPC
or The Egyptian Natural Gas Holding Company "EGAS" or
mutually agreed third party (as buyerj, which contains the terms
and conditions for Gas sales from a Development Lease entered
into pursuant to Article VII (e).

"Standard Cubic Foot™ (SCF) is 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).
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ARTICLE T}
ANNEXES T(O THE AGREEMENT

Annex "A" is g4 description of the Ares covered and affected by this
Agreement, hereinafter referred {0 as the "Area”.

Amnex "B" is a provisional illustrative map on the scale of
1:2,000,000 indicating the Area covered and affected by this Agreement
and described in Annex "A". |

Annex "C" is the form of a Letter of Guarantee to be submitted by
CONTRACTOR to GANOPE one {1) day before the time of signature by
the Minister of Petroleum of this Agreement, for the sum of Three
Mitlion 1.S. Dollars ($3000,000) guarantecing the execution of
CONTRACTOR's munimum Exploration obligations hereunder for the
initial Two (2) years Exploration period. In case CONTRACTOR
extends the initial Exploration Period for Two (2} additional periods of
three { 3 ) vears ¢ach |, each in accordance with Article IIT {b) of this
Agreement, a similar Letter of Guaraniee shall be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR exercises
its option to extend. The first such Letler of Guarantee shall be for the
sum of Four million U.S. Dotllars ($4000,000) and the second such
Letter of Guarantee shall be for the sum of Five million US. Daollars
($5000,000) less in both instances any excess expenditures of the
preceding Exploration period permitted for carry forward in accordance
with Article IV {b) third paragraph of this Agreement. Each of the thres
Letters of Guarantee shall remain effective for six {(6) months after the
end of the relevant Exploration period for which it has been issued except
as it may be released prior to that time in accordance with the terms

thereof,
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Annex “D" is the form of a Charter of the Operating Company o be
formed as provided for in Article VI hereof,

Annex "E" is the Accounting Procedure.

Annex "F" is a current map of the National Gas Pipeline Grid
System established by the Government,

The point of delivery for gas shall be agreed upon by GANOPE and
CONTRACTOR under a Gas Sales Agreement, which poimt of delivery
shail be located at the flange connecting the development Jease pipeline
to the nearest point on the National Gas pipeline Grid System as
depicted in Annex "F" or as otherwise agreed by GANOPE and
CONTRACTOR .

Annexes "A", "B", "CY, "D","E" and "F" to this Agreement are
hereby made part hereof, and they shall be considered as having equal
force and ¢ffect with the provisions of this Agreement.

ARTICLE 1}
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants GANOPE and CONTRACTOR
subject to the terms, covenants and conditions set out in this Agreement,
which insofar 2s they are contrary o or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shall have the force of Law, an exclusive
concession i and 10 the Area described in Annexes "A" and "B”,

{a} The GOVERNMNMENT shall own and be entitled, 83 hereinafter
provided to a royalty in cash or in kind of 1en percent {10%) of the
total quantity of Petroleum produced and saved from the Area
during the Development period including renewal. Said royalty
shall be borne and paid by GANOPE and shall not be the obligation
of CONTRACTOR. The payment of rovalties by GANOPE shall
not be deemed to result in  income attributable to the
CONTRACTOR.
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An initial Exploration period of Two (2) years shall start fiom the
Effective Date. Two (2} successive extensions to the initial
Exploration period, each of three (3) years, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30) days
prior written notice to GANOPE, such notice to be given not later
than the end of the then current period, as may be extended
pursuant to the provisions of Asticle V {a), and subject oniyto s
having fulfilied its obligations hereunder for that period. This
Agreement shall be terminated if neither a Commercial Oil
Discovery nor a Commercial Gas Discovery is established by the
end of the eighth (8th) years of the Exploration period, as may be
extended pursuant to Article V  (a).The election by GANQOPE to
undertake a sole risk venture under paragraph (¢) shall not extend
the Exploration period nor affect the termination of this Agreement
as to CONTRALTOR.

Cormmercial Discovery:

{i} A Commercial Discovery - whether of Qil or Gas - may
consist of one producing reservoir Or a group of producing
reservoirs which is worthy of being developed commercially.
After discovery of a Commercidd O or Gas Well
CONTRACTOR shall, unless otherwise agreed upon with
CGANOPE, undertake as part of its Exploration program the
appraisal of the discovery by drilling one or more apprasal
wells, to determine whether such discovery is worthy of being
developed commercially, taking into consideration the
recaoverable reserves, production,  pipeling and ferminal
facilities required, estimated Petroleum prices, and all other
relevant technical and economic factors.

(ii} The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply oniformly to O# and
(as unless otherwise specified.
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{(iii} CONTRACTOR shall give notice of a Commercial
Discovery to GANOPE immediately after the discovery is
considered by CONTRACTOR 1o be worthy of commercial
development but in any event with respect to & Commercial O
Well not later than thirty (30) days following the completion of
the second appraisal well or twelve (12) months following the
date of the discovery of the Commercial Ol Well, whichever is
earlier or with respect to 8 Commercial Gas Well not later than
twenty four {24) months following the date of the discovery of
the Commercial Gas Well (unless GANOPE agrees that such
period may be extended} except that CONTRACTOR shail also
have the right to give such notice of Comimercial Discovery
with respect 1o any reservoir or reservoirs even if the well or
wells thereon are not "Commercial” within the definition of
"Cormercial Well” if, in its opinion, a reservoir or & group of
reservoirs, considered collectively, could be  worthy of
commercial development.

CONTRACTOR may also give a notice of & Commercial Ol
Discovery in the event it wishes to undertake a Gas Recychng
Project,

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the avea of Gas
reserves, the estimated production potential and profiie and
field life.

Within sixty (60} days following receipt of a notice of a
Commercial Qil or Gas Discovery, GANOPE and
CONTRACTOR  shall meet and review all appropriate daig
with a view to mutually agreeing upon the existence of a
Commercial Discovery., The date of Commercial Discovery
shall be the date GANOPE and CONTRACTOR jointly agree
in writing that a Commercial Discovery exists.
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(v) If Crude Od is discovered but is not desmed by
CONTRACTOR io be a Commercial O Discovery under the
above provisions of this paragraph {¢), GANOPE shall one (1)
month after the expiration of the pentod specified above within
which CONTRACTOR can give notice of a Commercial Oil
Discovery, or thirteen (13) months after the completion of 3
well not considered to be 2 "Commercial Oil Well”, have the
right, following sixty (60 days notice m wrting 1o
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and dispose of all Crude Qi from the geological
feature on which the well has been drilled.

Said notice shall state the specific area covering said geological
feature to be developed, the wells to be drilled, the production
facilities to be installed and GANOPE's estimated cost thereof.
Within thirty (30) days after receipt of said  notice
CONTRACTOK may, in writing, elect to develop such area as
provided for in the case of Commercial Discovery hereunder. In
such event all terms of this  Agreement shall continue 10 apply
to the specified area.

If CONTRACTOR elects not 1o develop such area, the specific
arca covering said geological feature shall be set aside for
sole risk operations by GANOPE, such area to be mutually
agreed upon by GANOPE and CONTRACTOR on the basis of
good petroleum industry practice. GANOPE shall be entitied to
perform or in the event Operating Company has come into
existence, to have Operating Company perform such operations
for the account of GANOPE and at GANOPE's sole cost, risk
and expense. When GANOPE has recovered from the Crude
Qil produced from such specific area a quantity of Crude Oil
egual in value (o three hundred percent (300%) of the cost it has



Yoo G g V0 b () VL sl - Lew fliag bl P

Gt ailh ¢ gl iV Ko ekl ldamy bl iyt Lpuda s
domattdl Solophass po A3 6 QU3 day &Ly of 3 LT Jlal
B b Dl gt pdits o Jolie Sasmdl Raldt ol 3 gl
ases W Ao L i Lgeihan il IS ls e (V. 2)
o Jitnr U Gy SLEST dalys Tlo o W1 A1 Hia dylils
aakat! Jala A 45
W3 gebs . Dopdadi {7 VLY LU F Uty JHtaLT 5 0 Y
Raaid dde ) Lgmans sy ol Bl o Sausd! Gebadl alls 5li sl
o) L wlld A loils gomas « LB ol B gole
PEESELUE o D { WS VL P 15 35 WO 0B ) IR S
A b daiill iy S S By dana) (IS ] ]
pladlt b pmnctand (ol st 2 iidy « Wiy Lds e Sl
o Ao S5 5B Gt s oin B AnLadl 56 1 olibeally
gl 33Ul o () 30 g Saamd | aLE i il alsl
of Lol popeattl A1 iRy &3l 801 gt ) U G gl o
i g8 SV ) e ol sl o i dmldt U e () 5,2
U3 ot i e SLYE 0db U6 o AL 3aUH o (i) 3 20 LIS
oot g3l AN Lgid phnt Al o gl Sl Loy 5l ! i
Loy St LI 030 o Lt gy o )1 e 3 Loiir¥ odn
A RUFORAR R+ P08 PRRPR RFRY
: Butd 36 ol Jugandl} (2}
iyt o GUNYEzy Ul ot Gttt ol el ot Olaast o vade (V)
A Lpdaine Gl LY e 30Ul LI TS Gl e L J AR,
olls Jpy . latl ln g dyadl o5 Tadlon o dpuadd o3ly e Lo
Sl 2 bl g o] JELaldl ol sde I (S0 Tl

© e



Y Y K VO i () YE sl = Ty 5t

meurred  in carrying  out the sole  risk  operations,
CONTRACTOR shsll bave the option, only in the event there
has been a separate Commercial Oil Discovery, elsewhere
within the Area, to share i further development and production
of that specific area upon paying GANOPE one hundred percent
{(100%) of such costs incurred by GANOPE,

Such one hundred percent (100%) payment shall not be
recovered by CONTRACTOR. Immediately following such
payment the specific area shall either revert fo the status of an
ordinary Development Lease under this  Agreement and
thereafter shall be operated in accordance with the terms hereof;
or aiternatively, in the event that at such time GANOPE or its
Affiliated Company is conducting Development operations in
the area at s sole expense and GANOPE  elects fo continue

- operating, the area shall remain set aside and CONTRACTOR
shall only be entitled to its production sharing percentages of the
Crude Qil as specified in Article VII (b). The sole risk Crude
Qil shall be valued in the manner provided in  Articlie VI (c).
in the event of any termination of this Agreement under the
provisions of Article III (b), this Agreement shall, however,
continue to apply to GANOPE's operations of any sole risk
verdure hereunder, although such Agreement shall have been
terminated with respect to CONTRACTOR pursuant to  the
provisions of Anicle H (b).

{d)} Conversion to a Development Lease:

{1} Following a Commercial Qil Discovery or 2 Commercial Gas
~ Discovery the exient of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
upon by GANOPE and CONTRACTOR and be subject to the
approval of the Minister of Petroleum. Such area shall be
converted automatically into a2 Development Lease without the
issue of any additional legal instrument or permission.
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(11} Following the conversion of an area o a Development Lease
hased on a Commercial Gas Discovery {or upon the discovery
of Gas in a Development Lease granted following a
Commercial Qi Discovery), GANOPE and CONTRACTOR
shall endeavor with diligence to find adequate markets capable
of absorbing the production of Gas and with respect to the local
market , GANOPE shall advise CONTRACTOR of the potential
outlets for such Gas and the expected annual schedule of
demand. Thereafier, GANOPE and CONTRACTOR shall meet
with a view fo assessing whether the outlets for such Gas and
other relevant factors warrant the development and production
of the (as and in case of agreement the Gas thus made available
shall be disposed of to GANOPE or EGPC or EGAS under a
long-term Gas Sales Agreement in accordance with and subject
to the conditions set forth in Asticle VI,

{111) The Development period of gach Development Lease shall be
as foliows:

{aa) In respect of a Commercial Qif Discovery, twenty {20}
years from the date of such Commercial Discovery plus
the Extension Period (as defined below) provided that, in
the event that, subsequent to the coonversion of a
Commercial Oi Discovery into a Development Lease, Gas
is discoversd in the same Developruent Lease and is used
or is capable of being used locally or for export hereunder,
the peniod of the Development Lease shall be extended
only with respect to such Gas, LPG extracted from such
Gas and Crude Oil in  the form of condensate produced
with such (as for twenty (20} years from the date of first
deliveries of Gas locally or for export plus the Extension
Period (as defined below) provided that the duration of
such Development Lease based on a Commercial Oi
Discovery may not be extended beyond thinty-five {(35)
years from the date of such Commercial Oit Discovery,
unless otherwise agréed upon between GANOPE and
CONTRACTOR and subject to the approval of the
Minister of Petroleum . CONTRACTOR shall immediately
notify GANOPE of any Gas Discovery but shall not be
required t© apply for a new Development Lease in respect
of such Gas.
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{bb} In respect of a Commercial Gas Discovery, twenty (20}
years from the date of first deliveries of Gas locally or for
export plus the Extension Period (as defined below)
provided that, if subsequent to the conversion of a
Commercial Gas Discovery into a Development Lease,
Crude Oil 1s discovered in the same Development Lease,
CONTRACTOR’s share of such Crude Qil from the
Development Lease (except LPG extracted from Gas or
Crude Oi} in the form of condensate produced with Gas)
amd (Gas associated with such Crude il shall revert
entirely to GANOPE upon the lapse of twenty (20) years
from the date of such Crude Qil Discevery plus the:
Extension Period (as defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on
a Commercial Gas Discovery shall in no case exceed
thirty-five (35) years from the date of such Commercial
Gas Discovery, unless otherwise agreed upon boiween
GANOPE and CONTRACTOR and subject to the approval
of the Minister of Petroleum.

CONTRACTOR shall immediately notify GANQPE of any
Oil Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude Qil.

The " Extension Period” shall mean a pericd of five (5)
vears which may be elected by CONTRACTOR upon six
{6} months written request sent by CONTRACTOR o
GANOPE prior 1o the expiry of the relevant twenty {20)
year period supplemented by technical studies including
evaluation of production, expected levels of production
during extension period, CONTRACTOR'S obligations and
relevant economic consideration. This extension period 18
subject to the approval of the Minister of Petroleum.
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{e) Development operations shall upon the issuance of 2 Development
Lease granted following a Commercial Oil  Discovery, be started
promptly by Operating Company and be conducted in accordance
with good ofl field practices and accepted petroleum engineering
principies, uniil the {ield Is considered to be fully developed, it
being understood that if associated gas is not utilized, GANQOPE
and CONTRACTOR shall negotiate in good faith on the best way
to avold impairing the production in the interests of the parties,

In the event no Commercial Production of Qil in regular shipments
or Gas deliveries from any Development Block within four &)
years from the date of the signature of the development lease
contract, or from the date of first Gas delfiveries for local or export,
such i}cv&iﬁpnﬁnt Block shall immediately be relinquished, unless
there 18 a Commercial Oil or Gas discovery in the Development
Lease. Bach Development Block in a Development Lease being
partly within the radios of deainage of any producing well in such
Development Lease shall be considered as participating in the
Commercial Production referred to above.

Development operations in respect of Gas and Crade Oif in  the
form of condensate or LPG 10 be produced with or extracted from
such Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for
export as referred to in Aticle VI or otherwise, be started promptly
by Operating Company and be conducted in accordance with good
gas field practices and accepted petroleum engineering principles
and the provisions of such agreement or scheme. In the event no
Commercial Production of CGas is established in accordance with
such Gas Sales Agreement or scheme, the Development Lease
relating to such Gas shall be relinquished, unless otherwise agreed
upon by GANOPE.
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(f)

I, upon application by CONTRACTOR #t is recognized by
GANOPE that Crude Oil or Gas is being drained from the
Expioration block under this Agreement into a ﬁtv&iﬂpmént
Block on an adjoining concession area held by CONTRACTOR,
the Block being drained shall be considered as participating in the
Commercial Production of the Development Block in question and
the Block being drained shall be converted into a Development
Lease with the ensuing allocation of costs and production
{calculated from the Effective Date or the date such drainage
occurs, whichever is later) between the two Concession Areas.
The allocation of such cosis and production under each Concession
Agreement shall be in the same portion that the recoverable
reserves in the drained  geological structure underlying each
Concession Area bears to the total recoverable reserves of such
structure underlying both Concession Arcas. The production
allocated to a concession area shall be priced according to the

concession agreement covering that concession area.

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 inchixde any interest on
investment. CONTRACTOR shall lock only to the Petroleum to
which it is entitled under this Agreement to recover such costs and
expenses. Such costs and expenses shall be recoverabie as provided
in Article VII. During the term of this Agreement and its renewal,
the total production achieved in the conduct of such operations shall
be divided between GANOPE and CONTRACTOR in accordance
with the provisions of Article VIL
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(g) (1) Unless otherwise provided, CONTRACTOR shali be subject to

(2)

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.

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

as follows:

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

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

(1i)) The value as determined according to Article VII (¢), of

GANOPE's share of the Excess Cost Recovery Petroleum
repaid to GANOPE in cash or in kind, if any,

Plus :

An amount equal t0 CONTRACTOR’s Egyptian income taxes
grossed up 1n the manner shown in Article VI of Annex "E" .

For purposes of above tax deductions in any Tax Year, Article
VII (a) shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
percentage limitation referred to in the first paragraph of
Article VII (a) (1). All costs and expenses of CONTRACTOR
in conducting the operations under this Agreement which are
not controlled by Article VII (a) as above qualified shall be
deductible in accordance with the provisions of the Egyptian
Income Tax Law.
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(3)

(4)

{3}

AT bl v

GANOPE shall assume, pay and discharge, in the name and
on behalf of CONTRACTOR, CONTRACTOR's Hgyptian
income tax out of GANQOPE's share of the Petroleum produced
and saved and not used in operations under Article VII. Al
taxes paid by GANOPE in the name and on behéif - of
CONTRACTOR  shall be considered income fto
CONTRACTOR.

GANOPE shall furpish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR's

Egyphian income tax for eachh Tax Year within ninety (90)
days following the receipt by GANQPE 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.

As used herein, Egyptian Income Tax shall be inclusive of ail
income taxes payable in the AR.E. (including tax on tax) such
as the 1ax 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, withbolding

with respect to sharcholders and other taxes imposed
by the GOVERNMENT of AR.E. on the distribution of
income or profits by CONTRACTOR,

(6} In calculating its ARE income taxes, GANOPE shall be

entitled to deduct all royalties paid by GANOPE to the
GOVERNMENT and CONTRACTOR's Egyptian income
taxes paid by GANOPE on CONTRACTOR's behaif.
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ARTICLE 1V
WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

{a) CONTRACTOR shall commence Exploration operations
hereunder not later than six (6) months after the Effective Date.

GANOPE shall make available for CONTRACTORs use all
seispiic, wells and other Exploration dats in GANOPEY
possession with respect to the Area as GANOPE is entitled to

SO do,
{b} The initral Exploration period shali be Two {2 ) years.

CONTRACTOR may extend this Exploration period for two(2)
successive extension periods each of three {(3) vears, in
accordance with Article LI (b}, each of which upon at least
thirty (30) days prior written notice 10 GANOPE, subject 1o its
expenditure of its minimum Exploration obligations and of its
fulfillment of the drilling obligations hereunder, for the then
current period.

CONTRACTOR shall spend a minimum of Three million U.S.
Dollars {$3000,000) on Exploration operations and activities
related thereto during the Initial two (2) vears Exploration
pentod; provided  that CONTRACTOR shall acquire Seismic
acquisition, processing, reprocessing and evalusgtion

For the first Three (3} wyears extension period that
CONTRACTOR elects to extend beyond the initial Exploration
period , CONTRACTOR shall spend a mirimum of Four
million U.S. Doliars (34000,000) and for the second Three (3)
years extension period that CONTRACTOR elects to extend
beyond the first extension period, CONTRACTOR shall also
spend a minbmum of Five million ULS, Dollars. (35000,000} .
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Duning each of the first and second extension periods that
CONTRACTOR elects to extend beyond the initial Exploration
period, CONTRACTOR shall driil Two (2) exploratory wells
in the first extension period and shall drill Two (2) exploratory
wells in the second extension period.

Should CONTRACTOR spend more than the mintmum
amount required 10 be expended or drill more wells than the
mimimum  required ¢ be drilied or other surveys than the
minimum required during the initial Two {2} vears Exploration
period, or during the first extension period, the excess may be
subtracted from the minimum amount of money required to be
expended by CONTRACTOR or minimum number of weils
required to be drilled during any succeeding Exploration
perickd(s), as the case may be,

In case CONTRACTOR surrenders its Exploration rights under
this Agreement as set forth above before or at the end of the
Two (2} vear of the initial Exploration perioed, having expended
less than the total sum of Three million {$3000,000) U.S.
Dwollars, on Exploration or in the event at the end of the Two
(2) year, CONTRACTOR has expended less than said sum
in the Area, an amount equal to the difference between the
sald Three million ($3000,000) 11.S. Dollars and the amount
actuatly  spent  on Exploration shall be paid by
CONTRACTOR to GANOPE at the time of surrendering or
within six {6} months from the end of the Two (2} vear of the
iitial Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any additional
period for the reasons above noled shall similarly result in a
payment by CONTRACTOR 10 GANOPE of such deficiency.
Provided this Agreement is still in force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such
payments as Exploration Expenditure in the manner provided
for under Article VII in the event of Commercial Production.
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Without prejudice to Article III (b), in case no Commercial Qil
Discovery is established or no notice of Commercial Gas
Discovery i1s given by the end of the Eighth (8th) year, as may
be extended pursuant to Article V (a) or in case
CONTRACTOR surrenders the Area under this Agreement
prior to such time, GANOPE shall not bear any of the
atoresard expenses spent by CONTRACTOR.

(¢) At least four (4) months prior to the beginning of each

Financial Year or at such other times as may mutually be
agreed to by GANOPE and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Program and Budget for the
Area setting  forth the Exploration operations which

. CONTRACTOR proposes to carry out during the ensuing

Year.

The Exploration Work Program and Budget shall be reviewed
by a joint committee to be established by GANOPE and
CONTRACTOR after the Effective Date of this Agreement.
This Commuittee, hereinafter referred to as the "Exploration
Advisory Committee”, shall consist of six (6} members, three
(3) of whom shall be appointed by GANOPE and three (3) by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by GANOPE from among the
members appointed by it. The Exploration Advisory
Committee shall review and give such advice as it deems
appropnate with respect to the proposed Work Program and
Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Exploration
Work Program and Budget to GANOPE for its approval.
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Following such appreval, it is further agreed that:
(i) CONTRACTOR shall not substantially revise or modify

said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of GANQPE;

(il In the event of emergencies involving danger of loss of

Hves or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be reguired to
alieviate such danger. Such expenditure shall be
considered in all aspects as Exploration Expenditure and
shall be recovered pursuant to the provisions of Article
VII hereof.

(dy CONTRACTOR shall advance all necessary funds for all

(e)

muaterials, equipments, supplics, personnel administration
and éparatiﬁns pursuant to the Exploration Work Program
and Budget and GANOPE shall not be responsible to bear

or repay any of the aforesaid costs,

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

Except as is appropriate for the processing of data,
specialized laboratory engineering and development studies
therean, to be made in specialized centers outside A R.E., all
geological and geophysical studies as well as any other
studies related to the performance of this Agreement, shali
be macle in the A.R.E.

CONTRACTOR shall entrust the management of
Expioration operations in the ARE o its technically
compeient General Manager and Deputy General Manager.
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The names of such Manager and Deputy General Manager
shall, upon appointment, be forthwith notified to the
GOVERNMENT and to GANOPE. The General Manager
and, in his absence, the Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient powers to
carry out immediately all lawful written directions given to
them by the GOVERNMENT or its representative under the
terms of this Agreement. All lawful regulations issued or
hereafter to be issued which are applicable hereunder and
not in conflict with this Agreement shall apply to
CONTRACTOR.

() CONTRACTOR shall supply GANOPE, within thirty (30)

days from the end of each calendar quarter, with a Statement

of  Exploration activity showing costs incurred by

CONTRACTOR during such quarter. CONTRACTOR's

records and necessary supporting documents shall be

avatlable for inspection by GANOPE at any time during

regular working hours for three (3) months from the date of

receiving each statement.

Within the three (3) months from the date of receiving such

Statement, GANOPE shall advise CONTRACTOR in

writing if it considers:

(1) that the record of costs is not correct; or

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

(3) that the condition of the materials furnished by
CONTRACTOR does not tally with their prices; or

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

CONTRACTOR shall confer with GANOPE in connection

with the problem thus presented, and the parties shall

attempt to reach a settlement which is mutually satisfactory.
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Any reimbursement due 1o GANQOPE out of the Cost
Recovery Petroleumn as a resuit of reaching agresment or of
an arbitral award shall be promptly made in cash to
GANOPE, 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 GANOPE
according to Atticle VII (a) (I} and Annex "E” of this
Agreement {i.e., the date of rendition of the relevant Cost
Recovery Statement) 10 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 (bid and ask} applicable to one month U5,
Dollars deposits in the London Interbank Eurocurrency
Market on each hifteenth {(15th) day of each moath occummyg
between the date on which the disputed amount(s} would
have been paid to GANOPE and the date on which i is
settled.

If the LIBOR rate is available on any fifteenth (15th) day
but is not published in the Financial Times in respect of
such day for any reason, the LIBOR rate chosen shall be that
offered by Citihank N.A. to other leading banks in the
London Interbank Eurocurrency Market for one month US,
Pollar deposits.

If such fifteenth (15th} day is not a day on which LIBOR
rates are guoted in the London Interbank Eurocurrency
Market, the LIBOR rate to be used shall be that quoted on
the next following day on which such rates are quoted.

If within the time limit of the three (3) months period
provided for in this paragraph, GANOPE has not advised
CONTRACTOR of iis objection to any Statement, such
Statement shall be constdered as approved.
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(2) CONTRACTOR shall supply all funds necessary for its
pperations in the ARE. under this Agreement in freely
convertible currency from abroad. CONTRACTOR shall
have the right to freely purchase Egyptian currency in the
amounts necessary for its operations in the A R.E. from any
hank or entity authorized by the GOVERNMENT to

conduct foreign currency exchanges.

(h} GANOPE is authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agresment against receiving from CONTRACUTOR an
equivalent amount of U.S. Dollars at the official A R.E. rate
of exchange, such amount in U.S. Dollars shall be deposited
in an GANOPE account abroad with a correspondent bank
of the National Bank of Egypt, Cairo. Withdrawals from
said account shall be used for financing GANOPE's and 118
Affiliated Companies’ foreign currency requirements subject
to the approval of the Minister of Petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

{a) MANDATORY:

At the end of the second (2nd) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent {25%) of the original Area on the Effective
Date not then converted to a Development Lease or Leases. Such
relinquishment shall be in a single unit of whole Exploration Blocks
not converied to Development Leases unless otherwise agreed
upon between GANQOPE and CONTRACTOR so as to enable the
relinquishment requirements to be precisely fuifilled.

At the end of the fifth (5th) year after the Effective Date hereof,
CONTRACTOR shall relinquish fo the GOVERNMENT an
additional twenty five percent (23%) of the original Area on the
Effective Date not then converted o a Development Lease or
Leases. Such relinquishment shall be in a single unit of whoie
Exploration Blocks not converted to Development Leases unless
otherwise agreed upon between GANOPE and CONTRACTOR so
as to enable the relinquishment requirements to be precisely
fulfilied.
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Without prejudice to Articles 111 and XXII and the last three
paragraphs of this Article V (a), at the end of the eighth (8th) year
of the Exploration period, CONTRACTOR shall relinquish the
remainder of the Area not then converted to a Development Leases.

It is understood that at the time of any reltnguishment the areas (o
be converted into Development Leases and which are submitted to
the Minister of Petroleum for his approval according to Article III
{d) shall, subject to such approval, be deemed converted fo
Development Leaases. |
CONTRACTOR shall not be required to relinquish any
Exploration Block or Biocks on wiich a Commercial Oil or Gas
Well is discovered before the period of time referred to in Article
I {c) given to CONTRACTOR to determine whether such Well 1s
a Commercial Discovery worthy of Development or to relinquish
an Exploration Block in respect of which a notice of Commercial
Gas Discovery has been given to GANOPE subject to GANOPE's
right to agree on the existence of a Commercial Discovery pursuant
1o Aricle I {c), and without prejudice o the requirements of
Article 111 {e).

In the event at the end of the initial Exploration period or either of
the two successive extensions of the initial Exploration penod, a
well is actually dnlling or testing, CONTRACTOR shall be
atlowed up to six (ﬁ) months 1o enable it to discover a Cormmercial
Oil or Gas Well or to establish a Commmercial Discovery, as the case
may be. However, any such extension of up to six (&) months shall
reduce the length of the next succeeding Exploration perntod, as
applicable, by that amount.
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VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinguish all
or any part of the Area in whole Bxploration Blocks or parts of
Exploration Blocks provided that at the time of such voluntary
relinguishment its Exploration obligations under Ardicle IV (b}
have been satisfied for such period.

Any relinquishments hercunder shall be crediied toward t%z&
mandatory provisions of Article V {a) above .

Following Commercial Discovery, GANQOPE and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the relinguishment provided for above at the end of the
total Exploration period.

ARTICLE Vi
OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, for the purpose of development &
production of this discovery, GANOPE and CONTRACTOR shall
meet and agree on the organization that will take place o conduct
the operations subject to the economic feasibility study of the
discovery, or they may form in the AR.E. an ¢perating company
pursuant {o Article VI () and Annex (D) (hereinafler referred to as
"Operating Company™} which company shall be named by mutual
agreement between GANOPE 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 o the laws and regulations in force in the ARE. 1o
the extent that such laws and regulations are not inconsistent with
the provisions of this Agreement or the Charter of Operating
Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or hercafter amended or substituted:

- Law No, 48 of 1978, on the employee regulations of public sector

COMPAnes;
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- Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited lability
COMpanies;

- Law No. 97 of 1983 promulgating the law concerning public sector
organizations and comparnies;

- Law No. 203 of 1991 promulgating the law on public business
secior companies; and

- Law No. 88 of 2003 promuigating the law of Central Bank
banking organization and currency organization, |

{b} The Charter of Operating Company is hereto attached as Annex "D,

Within thirty {30) days sfter the date of Commercial Oil Discovery
or within thirty {30} days after signature of a Gas Sales Agreement
or covmmencement of a scheme o dispose of Gas {unless otherwise
agreed upon by GANOPE and CONTRACTOR), the Charter shall
take effect and Operating Company shall automatically come into
existence without any further procedures. The Exploration Advisory
Committee shall be dissolved forthwith upon the coming inio
existence of the Operating Company.

{¢} Ninety (90} days after the date Operating Company comes mito
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and
Development for the remainder of the year m which the
Commercial Discovery is made; and not fater than four {4) months
hefore the end of the Current Financial Year {or such other date a8
may be agreed upon by GANOPE and CONTRACTOR) and four
{4) months preceding the commencement of each succeading
Financial Year thereafter {or such other dale a3 may be agreed
upon by GANOPE and CONTRACTOR), Operating Company
shall prepare an annual Production Schedule, Work Program and
Budget for funther Exploration and Development for the sugccedmg
Financial Year. The Production Schedule, Work Program and
Budget shall be submitied to the Board of Directors for approval,
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{d} Not later than the twentieth {20th) day of each month, Operating
Company shall fumish to CONTRACTOR a written estimate of its
total cash requirements for expenditure for the first half and the
secondd half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take
into consideration any cash expected to be on hand at month end.

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e} below on the
first {Ist) day and fifteenth {I5th) day respectively, or the next
following business day, if such day is not a business day.

(&) Operating Compdny is authorized to keep at its own disposal
abroad in an account opened with a comespondent 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
transferring to a local bank in the AR.E. the required amount {o
meet the expenditures 1 Egyptian Pounds for Operating Company
in connection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submit to the appropnate exchange
control authorities in the ARE. a statement, duly certified by a
recognized firm of auditors, showing the tunds credited to that
account, the disbursernents made out of that account and the
balance outstanding at the end of the Year.

(f) If and for as long during the period of production operations there
exists an excess capacity in facilities which can not during the
period of such gxcess be used by the Operating Company,
GANOPE shall use the excess capacity if i so desires without any
financial or operational disadvantage to the CONTRACTOR or
Operating Company.
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ARTICLE vII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
{a} (1} Cost Recovery Petrolewm:

Subject to the auditing provisions under this Apreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out of
Forty percent (40%;) of all Petroleum produced and saved from
all Development Leases within the Area hereunder and not used
in Petroleum operations. Such Petroleum is herginafter referred 1o
as "Cost Recovery Petroleum™,

For the purpose of determining the classification of all costs,
expenses and expenditures for their recovery, the fallowing terms
shall apply:

1. "Bxploration Expenditures” shall mean all costs  and
gxpenses for Exploration and the related portion of indirect
gxpenses and overheads.

2. "Development Expenditures” shall mean all costs  and
expenses for Development (with the exception of Operating
Expenses) and the related portion of  indirect expenses and
overheads. -

3 "Operating Expenses” shall mean all costs, expenses and
expenditures made after initial Commercial Production, which
Costs, - expenses and expendifures are not normally
depreciable.

However, Operating Expenses shall include workover, repair
and maintenance of assets but shall not include any of the
following: sidetracking, re-drilling, recompilation, abandonment
operations, and changing of the status of a well by reentry or
testing, replacement of assets  or part of an asset, additions,
improvements, repewals or major overbauling that extend the
life of the asset.
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Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum in the folliowing manner:-

(i} "Exploration Expenditures”, including those accurnulated
prior to the commencement of tmitial Commercial Production,
which for the purposes of this Agreement shall mean the date
on which the {irst regular shipment of Crude Ol or the first
deliveries of Gas are made, shall be recoverable at the rate of
Twenty Five percent (25%) per annum starting cither in the
Tax Year in which such expenditures are incurred and paid or
the Tax Year in which initial Commercial Production
commences, whichever is the later date.

(i} "Development Expenditures”, including those accumulated
prior to the commencement of mtial Commercial Production
which for the purposes of this Agreement shall mean the date
on which the first regular shipment of Crude Oil or the first
deliveries of Gas are made, shall be recoverable at the
rate  of Twenty Five percent {25%;)} per gnnum  starting
either in the Tax Year in which such expendiiures are incurred
and paid or the Tax Year in which initial Commercial
Production commences, whichever is the later date.

iiiy "Operating Expenses”, incurred and paid after the date of
initial Commercial Production, which for the purposes of this
Agreement shall mean the date on which the first repuiar
shipment of Crude Qil or the first deliveries of Gas are made,
shall be recoverable either in the Tax Year in which such
costs and expenses are incurred and paid or the Tax Year in
which initial Commercial Production occurs, whichever 1s the
later date.
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(iv} To the extent that, in a Tax Year, costs, expenses Of
expenditures recoverable per paragraphs (i), (i) and (i)
oreceding, exceed the value of all Cost Recovery
Petroleum for such Tax Year, the excess shall be carried
forward for recovery in the next succeeding Tax Year(s)
until fully recovered, but in no case after the termination
of this Agrecment, as to CONTRACTOR.

{v) The recovery of costs and expenses, based upon the rates
referred to above, shall be aliocated © Each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one
quarter as thus allocated, shall be carried forward for
recovery in the next quarter.

{2} Except as provided in Article VII {a) (3) and Article VI {3 (1),
CONTRACTOR shall each quarter be entitled to take and own
all Cost Recovery Petroleum, which shall be taken and
disposed of in the manner determined pursuant to Article Vi
(¢). To the extent that the value of all Cost Recovery
Petroleun {as determined in Article VI {T)}] exceeds iiie actual
recoverable costs and expenditures, ncluding any carry
forward under Article VII {a) (1) (iv), to be recovered in that
quarter, then the value of such Excess Cost Recovery
Petroleum shall be paid by contractor to GANOPE, either (i) in
cash in the manner set forth in Article IV of the Accounting
Procedure contained in Annex "E" or (i) m kind in
accordance with Article VI (a) (3) .
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(3) Ninety (90) days prior to the commencement of each
Calendar Year GANOPE shall be entitled to elect by notice in
writing to CONTRACTOR to require payment of up to one
hundred percent (100%) of all the Excess Cost Recovery
Petroleurn (GANOPE's right) in kind. Such payment will be
in Crude Oil from the Area F.O.B. export terminal or other
agreed delivery point provided that the amount of Crude Oil
taken by GANOPE in kind in a quarter shall not exceed the
value of Cost Recovery Crude Oil actually taken and
separately disposed of by CONTRACTOR from the Area

- during  the previous quarter. If GANOPE's entitlement to
receive pay.me:nt of its right of Excess Cost Recovery
Petroleum in kind is limited by the foregoing provision, the

balance of such entitlement shail be paid 1n cash.
(b) Production Sharing

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

to the following shares: Such shares shall be taken and

disposed of pursuant to Article VII (e):



JIA wsaci

(&1 i)
(/¥)

(I i)
(/Y-)

JIBL! i

L ]

(Ul )
( /¥0)

FHITEY
(/Y0)

Voot R Zig V0 5 (ml) YL siall = G )l 5ty

VO

(22Ul )
( /¥.)

(Bl 3)
(/A)

el tdaii]

(LU 3
{ /ne)

(U1 )
{ /¥o)

Y{

: P v 3 -
iy i sll, e;'.‘.ll rl_'l-l |
ity e LBV s s Ca
71 D 1 | g s
S D) rﬁf hot 2 A 3

o {59k 'y

"ﬁs“'wﬁ'w‘-‘*ﬁawl
S/
Alolglo Yo, o sl

"LPG * b Jo il e 9 - ¥

pdl JUd Jy it 5Ly 5L
bdd e ot iy ok | Jaizond
o VJ Gl daslis Y
aais 2d5) iody il Olilaall

{‘_;_,.:.... =, -L--u-'-’-'] {r_.H./u-wg

g5 LS 5 Loy, i,
Fop V0. g Jol oo Joa
rﬁfu—“g'-:‘-‘;-'ru

O N [ SRPOIRS B SRR | ¥
phed ¥ 5 2 V0 el
AT sl a5/ il aSa



Vo Yo Viwiny V0 3 (ml) YE sual = Dae ) a4

(i} Crude Oil

Crude Qii produced and
saved under this Agreement
and not used in Petroleum
operations. Barrels oil per
day (BOP/day) {quarterly

average).

That portion or increment
less than 25,000 BOP/day

25,000 BOP/day and above

(ii) Gas and LPG

Gas and LPG produced and
saved under this Agreement
and not used in Petroleum
operations, (SCF/day)
(quarterly average).

Less than 150 MMSCF/day

150 MMSCF/day and above

GANOPE
SHARE

(percent)
(70%)

(80%)

GANOPE
SHARE

(percent)
(65%)

(75%)

CONTRACTOR
SHARE

*(percent)
(30%)

(20%)

CONTRACTOR
SHARE

(percent)
(35%)

{(25%)
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(2) After the end of each contractual year during the term of any

(Gas Sales Agreement entered into pursuant to Article VII (e),
GANOPE and CONTRACTOR (as sellers) shall render to
GANOPE or EGPC or EGAS (as buyer) a statement for an
amount of Gas, if any , equal to the amount by which the
quantity of Gas of which GANOPE or 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 1s available. Within sixty (60) days of receipt of the
statement, GANOPE or EGPC or EGAS (as buyer) shall pay
GANOPE and CONTRACTOR (as sellers) for the amount of
the Shortfall, if any. The Shortfall shall be included in
GANOPE's and CONTRACTOR's entitlement to Gas pursuant

to Article VII (a) and Article VII (b) in the fourth (4th) quarter

of such contractual year.

Quantities of Gas not taken but to be paid for shall be recorded
in a separate "Take-or-Pay Account ". Quantities of Gas
("Make Up Gas") which are delivered in subsequent years in
excess of seventy five percent (75%) of the contract quantities
of Gas as established by the applicable Gas Sales Agreement,
shall be set against and reduce quantities of Gas in the
"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 included in CONTRACTOR's
entitiement to Gas pursuant to Article VII (a) and (b).
CONTRACTOR shali have no rights to such Make Up Gas.

H at the end of any Contract year, GANOPE and CONTRACTOR
(as sellers) fail to deliver seventy five percent (75%) of the
annual contract quantity as defined in the Gas Sales Agreement
with GANOPE or EGPC or EGAS (as buyer), the difference
between seventy five percent (75%) of the annual contract
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quantity and the actual gas quantity delivered shall be referred
to as the "Deliver- or- Pay Shortfall Gas". GANOPE or EGPC
or EGAS (as buyer) shall have the right to take a quantity of
Gas equal to Deliver-or-Pay the Shortfall Gas and such quantity
shall be priced at ninety percent (90%) of the Gas price as defined
in the Gas Sales Agreement. The mechanism for the delivery-or-pay
concept will be determined in Gas Sales Agreement

The percentages set forth in Article VII (a) and (b) in respect of
LPG produced from a plant constructed and operated by or on
behalf of GANOPE and CONTRACTOR shall apply to all

LPG available for delivery.
(c¢) Valuation of Petroleum:
(1) Crude Qil;:

(i) The Cost Recovery Crude Oil to which CONTRACTOR 1is
entitled hereunder shall be valued by GANOPE and
CONTRACTOR at "Market Price” for each calendar
quarter.

(ii) "Market Price" shall mean the weighted average prices
realized from sales by GANOPE or CONTRACTOR
during the quarter, whichever is higher, provided that the
sales to be used in arriving at the 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 non-affiliated companies at arm's
length under all Crude Oil sales contracts then in effect,
but excluding Crude Qil sales contracts involving barter
and,

(1) Sales, whether direct or indirect, through brokers or
otherwise, of GANOPE or CONTRACTOR to any
Affiliated Company.
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{2) Sales involving a quid pro guo other than payment
in a freely convertible currency or motivated in whole
or in part by considerations other than the usual
economic incentives for commercial arm's length
crude o1l sales.

(i} It 1s understood that in the case of "C.LE.” sales, appropriate

{iv}

deductions shall be made for transport and insurance charges
to caiculate the F.O.B. point of export price; and always taking
into account the appropriate adjustment for quality of Crude
Onl, freight advantage or disadvantage of port of loading and
other  appropriate adjustments. Market Price shall be
determined separately for each Crude Oil or Crude il mix,
and for each port of loading,

If during any calendar quarter, there are no such sales by
GANOPE and/or CONTRACTOR under the Crude O] sales
contracts in effect, GANOPE and CONTRACTOR  shall
mutually agree upon the Market Price of the barrel of Crude
Qil 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 ol producing countries {in the Arabian Gulf or the
Mediterranean Area), which are regularly sold in the open
market according 1o actual sales contracts terms but excluding
paper sales and sales promises where no crude oil is delivered,
to the extent that such sales are effected under such terms and
condinons (excluding the price) not significantly different
from those under which the crude oil to be valued, was sold,
and always taking into consideration appropriate adjustments
for crude oil quality, freight advantage or disadvantage of port
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of loading and other appropriate adjustments, as the case may
be, for differences in gravity, sulphur, and other factors
senerally recoganized by sellers and purchasers, as reflected in
crude prices, transportation ninety (90} days insurance premiums,
unusual fees borne by the seller, and for credit terms n excess
of sixty (60) days, and the cost of loans or guarantees granted

for the benefit of the seilers at prevailing interest rates.

It is the intent of the Parties that the value of the Cost
Recovery Crude Onl shall reflect the prevailing market price
for such Crude Oi,

(i.r} If either GANOPE or CONTRACTOR considers that the
Market Price as determined under sub-paragraph (1) above
does not reflect the prevailing Market Pnce or in the event
GANOPE and CONTRACTOR fail to agree on Market Price
for any Crude Oil produced under this Agreement for any
quarter within fifteen {15) days after the end thergof, any
party may elect at any time thereafter to submit to a single
arbitrator the question, what single price per barrel, in the
arhitrator's judgment, best represents for the pertinent quarter
the Market Price for the Crude Qil in question. The arbitrator
shall make his determination as soon as possibie following the
quarter in question. His determination shall be final and
binding upon all the parties, The arbitrator shall be selected in

the manner described below.



T.\lﬂl_-l_ﬁ \ﬁuj{c!tl') Y§ }.LAH-‘;.:HJ.HI.M_JJ-I

AL

oW DG (Sl e GLBYIT b Jylill 5 o gioe il 13)
Al 45 a5 ol s GBI b ol jUas] 7,6 e Loy (F1)
i s oSombl @l JLezsl oz WL (Sl 1 Gl s dyis?
sl 2 ,me ol () o iadl 5 dngl I 5alald Uis g Badomtl Ainall 22yl
ade 5is b yo0 e 5kl ells L) L3555 g5 Ripas B
L eaSodl Sl Ms Jlaze¥l b 3N g o Jylilly g
?Hoddi#fﬁ'gdwﬁﬂ—l-b&*bﬁuij cday Lo
S oo pil) A 0 3, g Sl] oy o LeadS T ¢ Wl 1
il e AV I s )l e

o Al iaadl 555 o QYN S ¢ (Sl 55 Ol s
S Gl Gr gy ot (5 s Tl g 2l Lelio Sl
L) o) W3 Ul g0 Kbl 15 0l e Yy sl 3l 3
5 ot Y S Wty . gm0 JS o il glos A
$atae Thaty Lldiees of Lo ol Litduaas [Ls ¥l Cy )55
3y 20 5 kel J ol adize of S0 o810y 2l dgms ¢ 5, K ol
§atane iy 1 Uazun o] ¢ J gl B pueall Gyl J gl Kidiis ol
gt Y Ty W LS, a5 JoLidl ol ¢ i
S8 il g ol 5 ol Lo, Ll ol Lzt L
e S| Ol of SV T4 Jymdl S8 e i)
R FENCRCERENCON TP TR JRNTIPICE, JUWCICE Y ¥F
ol 5,23l e il (V) gpiiad | IH> S o iy 6
T S 2 o] e S By Ll b Sy 2l S e L, LS I



Ao

¥ R i V0 i () YL saall = Toaw I Sy

In the event GANOPE and CONTRACTOR fail to agree on
the arbitrator within thirty (30) days from the date any party
notifies the other that it has decided to submit the
determination of the Market Price to an arbitrator, such
arbitrator shall be chosen by the appointing authority
designated in accordance with Article XXIV (e), or such other
appointing authority with access to such expertise as may be
agreed to between GANOPE and CONTRACTOR, with
regard to the qualifications for arbitrators set forth below,
upon written application of one or both of GANOPE and
CONTRACTOR. Copy of such application by one of them
shall be promptly sent to the other.

The arbitrator shall be as nearly as possible a person with an
established reputation in the mtemational petroleum industry
as an expert in 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 both the A.R.E.
and Australia. 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 Petroleum Institute, the
Organization of the Petroleurn Exporting Countries or the
Organization of Arab Petroleurn Exporting Countries, or a
consultant on a continuing basis to GANOPE,
CONTRACTOR or an Affiliated Company of either, but past
occasional consultation with such companies, with other
petroleum companies, governmental agencies or organizations
shall not be a ground for disqualification. He may not have
been, at any time during 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 decision called for, another person shall be chosen in the
same manner provided in this paragraph. GANOPE and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his determination in accordance
with the provisions of this paragraph, based 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
1s substantiated or pertinent. Representatives of GANOPE and
CONTRACTOR shail have the right to consult with the
arbitrator and furnish him written materials provided the
arbitrator may impose reasonable limitations on this right.
GANOPE and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data
and information which GANOPE and CONTRACTOR or
their trading companies are able to make available and which
in the judgment of the arbitrator might aid the arbitrator in
making a valid determination.

(vi) Pending Market Price agreement by GANOPE 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 GANOPE or CONTRACTOR should incur a
loss by virtue of the temporary continuation of the Market
Price of the previous quarter, it shall promptly be reimbursed
such loss by the other party plus simple interest at the LIBOR
plus two and one - half percent (2.5%) per annum rate
provided for in Article IV (f) from the date on which the
disputed amount(s) should have been paid to the date of
payment.
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(vi)

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

The arbitrator shall make his determination in accordance
with the provistons of this paragraph, based 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
18 substantiated or pertinent. Representatives of GANOPE and
CONTRACTOR shail have the right to consult with the
arbitrator and furnish him written materials provided the
arbitrator may impose reasonable limitations on this right.
GANOPE and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
provided access to crude oil sales contracts and related data
and information which GANOPE and CONTRACTOR or
their trading companies are able to make available and which
in the judgment of the arbitrator might aid the arbitrator in
making a valid determination.

Pending Market Price agreement by GANOPE 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 GANOPE or CONTRACTOR should incur a
loss by virtue of the temporary continuation of the Market -
Price of the previous quarter, it shall promptly be reimbursed
such loss by the other party plus simple interest at the LIBOR
plus two and one - half percent (2.5%) per annum rate
provided for in Article IV (f) from the date on which the
disputed amount(s) should have been paid to the date of
payment.
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{2} Gasand LPG

{iy The Cost Recovery and Production Shanng Gas Price will be
agreed upon between CONTRACTOR and GANOPE or
EGPC or EGAS after the Commercial Discovery and hefore
converting an arca to a development lease(s) according 1o the
average prevailing gas price of the Mediterranean region at
that time. Except gas for export {LNG), where production

sharing gas price will be at net back price .

(ii) The Cost Recovery and Froduction Shares of (LPG) produced
- from a plant constructed and operated by or on behalf of
GANOPE and CONTRACTOR shall be separately valued for
Propanc and Butane at the outlet of such LPG plant according to

the following formula (unless otherwise agreed between

GANOPE and CONTRACTOR):
3
PLPG = Q95PR-{X 08 XN wmmmmimorsmsnsssn
{ 42,96 x 10° }

Where

PLPG = LPG price {(separately determined for Propane and
Butane} in U8, Dollars per metric ton,

PR = The average over a period of a2 month of the figures
representing the mid-pomt between the high and low
prices in U8, Dollars per metric ton quoted in "Platt’s
LPGaswire™ during such month  for Propane and
Butane FOB Ex-Ref/Stor, West Mediterranean.
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BTU's removed from the Gas stream by the LPG plant
per metric ton of LPG produced.

a value in U.S. Dollars per metric ton of the crude oil of
Gulf of Suez Blend "FOB Ras Shukheir”™ ARE
calculated by referring to "Platt's Oilgram Price Report”
during a month under the heading "Spot Crude Price
Assessment for Suez Blend”. This value reflects the total
averages of the published low and highF values for a
Barrel during such month divided by the number of days
i such mwonth for which such values were quoted. The
value per metric ton shall be caloulated on the basisof a
conversion factor to be agreed upon annually between
GANOPE and CONTRACTOR.

in the event that "Plaw's LPGaswire” is issued on certain
days during a month but not on others, the value of (PR)
shall be calculated using only those issues which are
published during such month. In the e¢vent that the
value of (PR} can not be determined because
"Platt's LPGaswire” is not published at all during a
month, GANOPE and CONTRACTOR shall meet and
agree to the value of (PR) by reference to other published
sources, in the event that there are no such other
pubhished sources or if the value of (PR) cannot be
determined pursuant to the foregoing for any other
reason, GANOPE and CONTRACTOR shall meet and
agree the value of (PR) by reference to the value of LPG
(Propane and Butane} delivered FOB from the
Mediterranean Area.

Such valuation of LPG is based upon delivery at the
delivery point specified in Asticle VI (2) (2) {11).
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(iii) The prices of Gas and LPG so calculated shall apply

during the same month.

(iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by GANOPE and CONTRACTOR other than
to GANOPE or EGPC or EGAS pursuant to Article VII

{e) shall be valued at their actual realized pi:ice.
{(d) Forecasts:

Operating Company shall prepare (not less than ninety (90) days
" prior to the beginning of each calendar semester following first
regular production) and furnish in writing to CONTRACTOR
and GANOPE a forecast setting out a total quantity of Petroleum
that Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester in

accordance with good oil and gas industry practices.

Operating Company shall endeavor to produce each calendar
semester the forecast quantity, The Crude Qil shall be run to
storage tanks or offshore loading facilities constructed,
maintained and operated according to Government Regulations,
by Operating Company in which said Crude Oil shall be metered
or otherwise measured for royalty, and other purposes required by
this Agreement. Gas shall be handled by Operating Company in

accordance with the provisions of Article VII(e).
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(e} Dispesition of Petroleum:

(1) GANOPE and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, currently all of the Crude Oil which each is
entitled under Article VII {a} and (b). Subject to payment of
sums due to GANOPE gnder Anticle VI {8) {2} and Article IX,
CONTRACTOR shall have the right fo remit and retain abroad
ali funds acquired by it including the proceeds from the sale of
1¢s share of Petroleum,

Notwithstanding  anything to the contrary under this
Agresment, priotity shall be given o maet the reguirements

“of the ARE. market from CONTRACTOR's share under
Article VII { b ) of the Crude (il produced from the Area and
GANOPE shall have the preferential right to purchase such
Crude Oif at a price to be determined pursuant fo Article VII (¢
). The amount of Crrude Oil so purchased shall be a portion of
CONTRACTOR's share under Article VI (b). Such amount
shail be proportional to CONTRACTOR's share of the total
production of crude ot from the concession areas in the A.RE.
that are also subject to GANOPE's preferential right 1o purchase.
The payment for such purchased amount shall be made by
GANOPE in US. Dollars or in any other fregly convertibie
currency remitiable by CONTRACTOR abroad.

It 18 agreed upon that GANOPE shall notify CONTRACTOR, at
least forty-five (43) days prior to the beginning of the Calendar
Semester, of the amount to be purchased during such semester
under this Article Vil {e} (1),
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(2} With respect to Gas and LPG produced from the Area:

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

(ii) In the event that GANQPE or EGPC or EGAS is 10 be the
buyer of Gas, the disposition of Gas to the local markets as
indicated above shall be by virtue of long term Gas Sales
Agreements to be entered into between GANOPE and
CONTRACTOR  {a&s sellers) and GANOPE or BEGPU or
HCGAS (as buyer).

GANOPE and CONTRACTOR (as sellers) shall have the

. ohligation to deliver Gas to the following point where such
(Gas shall be metered for sales, rovally, and other purposes
required by this Agreement:

(2) In the event no LPG plant is constructed to  process such
Gas, the delivery point shall be at the flange connecting
the Lease pipeline to the nearest point on the National
(Gas Pipeline Grid System as depicted in Anmex "F”
hercto, or as otherwise agreed by GANOPE and
CONTRACTOR,

(b In the event an LPG plant is construcied to process such
(as, such Gas shall, for the purposes of valuation and
sales, be meterad at the inlet to such LPG Plant. However,
notwithstanding the fact that the metering shall take

" place at the LPG Plant inle, ' CONTRACTOR. shall
through the Operating Company build a pipeline suitable
for trangport of the processed Gas from the LPG Plant
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{11}

(iv)

outlet to the nearest point on the National Gas Pipeline
Grid System as depicted in Annex "F" hereto, or
otherwise agreed by GANOPE and CONTRACTOR, Such
pipeline shall be owned in accordance with Article VIH
(a) by GANOPE, and its cost shall be financed and
recovered by CONTRACTOR as Development
Expenditures pursuant to Article VII.

GANOPE and CONTRACTOR shall consult together to
determine whether to build an LPG plant for recovening
PG from any Gas produced hereunder. In the event
GANOPE and CONTRACTOR decide to build such a
plant, the plant shall, as is appropriate, be in the viginity of
the point of delivery as determined m Articie Il and Articie
VII{&)Z(ii)* The delvery of LPG for, royalty and other
purpﬂse's required by this Agreement shall be at the outlet of
the LPG plant. The costs of any such LP( plant shall be
recoverable in accordance with the provisions of this
Agreement unless the Minister of Petroleum agrees to
accelerated recovery,

GANQOPE or EGPC or EGAS (as buyer} shall have the
option to elect, by ninety (90) days prior wniten notice to
GANOPE and CONTRACTOR ({as seliers), whether
payment for the Gas which is subject to a Gas Sales
Agreement between GANOPE and CONTRACTOR {as
sellers) and GANOQPE or EGPC or EGAS (as buyer) and
LP( produced from a plant constructed and operated by or
on behalf of GANOPE and CONTRACTOR, as valued In
accordance with  Article VI (c¢), and to which
CONTRACTOR is 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.
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Payments in cash shall be made by GANOFPE or EGPC or
EGAS (as buyer) at intervals provided for in the
relevant Gas Sales Agreement in U.S. Dollars, remittable
by CONTRACTOR abread.

Payments in kind shall be calculated by converting the
vaiue of Gas and LPG to which CONTRACTOR is entitled
o equivalent banels of Crude Oif to be taken
concwrently by CONTRACTOR from the Area, or to the
extent that such Crude il is insufficient, Crude Qil from
CONTRACTOR's other concession areas or such other

areas a5 may be agreed. Such Crude Oif shall be added o

the Crude il that CONTRACTOR 15 otherwise entitied 1o
fift under this Agreement. Such equivalent barrels shall be
calculatedt on the basis of the provisions of Articie Vil {¢}
relating to the valuation of Cost Recovery Crude Ol

Provided that;

(aa) Payment of the value of Gas and LPQ shall aiways
be made in cash in U.S. Dollars remittable by
CONTRACTOR abroad to the extent that there is
insufficient Crude Oil_ available for conversion as
provided for above;

{bb} Payment of the value of Gas and LPG shall always

be made in kind as provided for sbove 1o the
extent that payments in cash are not wade by
GANOPE.
Payments to CONTRACTOR {whether in cash or
kind}, when related 10 CONTRACTOR's Cost
Recovery Petroleum, shall be included i
CONTRACTOR's Statement of Recovery of Costs
and of Cost Recovery Petroleum referred to in
Article TV of Annex "E" of this Agreement.
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{v}. Should GANOPE or EGPC or EGAS {as buyer) fail o enter
inte a long-term Gas Sales Agreement with GANOPE and
CONTRACTOR (as sellers) within four {4) years from a
notice of Commercial Gas Discovery pursuant 1o Article
11, GANOPE and CONTRACTOR shall have the right to
take and freely dispose of the quantity of Gas and LPG in
respect of which the notice of Commercial Discovery is
given by exporting such Gas and LPG.

(vi) The proceeds of sale of CONTRACTOR's share of Gas and
LPG disposed of pursuant to the above sub-paragraph (v)
may be freely remilted or retamed abroad by
CONTRACTOR.

{(vii) In the event GANOPE and CONTRACTOR agree to
accept new {Gas and LPG producers to join in an ongoing
expott project, such producers shall have to coniribute a
fair and equitable share of the investment made.

{viti} {(aa) Upon the expiration of the four {4) years period referred
to in Articie VI {¢} (2} {v}, CONTRACTOR shsali
have e obligation to exert i#s reasonable efforts to
find an export market for Gas reserves,

{bb) In the cvent at the end of the four {(4) years period
referred o under Arnticle VIO {8 (2) (v}
CONTRACTOR and GANOPE have not entered mto
a Gas Sales Agreement, CONTRACTOR shall retain
its rights o such Gas reserves for 3 further period of
ap to four (4) vears, subject to Artcle VH (&) (2)
{vili}{cc), during which periocd GANOPE  shall
atternpt to find a market for Gas reserves.
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(cc) In the event that CONTRACTOR is not exporting the
Gas and CONTRACTOR has not entered into a (Gas
Sales Agreement pursuant to Article VII (e) (2) prior
to the expiry of eight (8) years from CONTRACTOR's
notice of Commercial Gas Discovery, CONTRACTOR
shall surrender the Gas reserves in respect of which
such notice has been given. It being understood that
CONTRACTOR shall, at any time prior to the expiry
of such eight (8) years period, surrender the Gas
reserves, if CONTRACTOR is not exporting the Gas
and CONTRACTOR does not accept an offer of a
Gas Sales Agreement from GANOPE within six (6)
months from the date such offer is made provided that
the Gas Sales Agreement offered to CONTRACTOR
shall take into consideration the relevant technical and
economic factors to enable a commercial contract
including :

- A sufficient delivery rate.

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

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

- The Gas prices as specified in this Agreement .

(dd) In the event that CONTRACTOR has not entered into a

(ix)

Gas 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 expiration of eight
(8) years from CONTRACTOR's notice of Commercial
Discovery of Gas or failing agreement with GANOPE on
gas disposal at the expiration of eight (8) years,
CONTRACTOR shall surrender to GANOPE such
Development Lease (s) in which Gas discovery is made.

CONTRACTOR shall not be obligated to surrender a

Development Lease based on a Commercial Gas
Discovery, if Crude Oil has been discovered in
commercial guantities in the same Development Lease.



Yoo Ty V0 i (o) YL sl = G Jlaa A V0

AP

il {4}
30k walss Rowindl Mie Rikie ki S a3 adeg JylA Baidssd 134
Sl daknad 13 5 AW sda puasis o pd ST Gl 3 e &
w3 pdm oy PGl de Kpaiill die Rilia ek (G ol3T Syt 43 g
o Sl Dldaay p Lol ooy W L - LBV 0da i SN
Lpie hinstl o3 ot sl 43 0 5ot 0085 23t iz 5 dy 2
Srlhaadly Rudt@ AN 1 ag V1 (AT 5,50 Lams AATT E il )
oy s Sl 3 o Lo badoy wrgie o Ll a3y ! dadd
W5 e e
e SN il é.tg.l.;. (3
Ao SN (ol gl e sy 35 Jyiinn 0y Do) o gl paisf
Apeds Gaatl raanlt 2his oo I wmds Lo Ugad ok Lal
{ Bakddf Ball1)
Jaa'dl dulde
Lphon s Ly JoLal Lk o (01 Y1 B0 T80 it gy (D)
i, 51 Gl L e A Sl denlly Rilant! LIS sl 2 e
-3 e B Oldaall 2l
. eta ;ﬂy_,;{-is’_,kwbiﬁlw- \
ot LAl e Vom0 Lolils 20,00, Gttt 3 N ALKl iy — ¥
cianghad 3201 o gt Ly 313,201 aiad Raisls LT g 4 gl
Jolall oyn Lolals St Aold &yl dnltdl J o1 280w o] o
JolSIG J ooV a3l 05 Syl G580 Lae cagin )
Ld b3y LT adn o Laail i 1 o Rmglaad| 331 o gmaatd L
003 it CST o Lyone Sildacadl | fe Knondl oy ¥ G5 by
ook i g 3 o



\

VY VTS V0 i () YL sl - T 4

(f)

(g2)

Operations:

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

Tanker Scheduling:

At a reasonable time prior to the commencement of Commercial
Production GANOPE and CONTRACTOR shall meet and agree
upon a procedure for scheduling tanker liftings from the agreed
upon point of export.

ARTICLE VIl
TITLE TO ASSETS

GANOPE shall become the owner of all CONTRACTOR acquired
and owned assets which assets were charged to Cost Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or Operating Company in accordance with the
following:

(1) Land shall become the property of GANOPE as soon as it is |
purchased.

(2} Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR to GANOPE
as they become subject to recovery in accordance with the
provisions of Article VII;, however the full title to fixed and
movable assets shall be transferred automatically from
CONTRACTOR to GANOPE when its total cost has been
recovered by CONTRACTOR in accordance with the provisions
of Article VII or at the time of termination of this Agreement
with respect to all assets chargeable to the operations whether
recovered or not, whichever first occurs.
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The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to GANQPE
or by Operating Company to GANOPE and CONTRACTOR
within thirty (30} days of the end of each quarter.

() During the term of this Agreement and the mn&wai- period
GANOPE, CONTRACTOR and Operating Company are entitled to
the full use and enjoyment of all fixed and movable assets referred
to above in connection with operations hereunder or under any other
Petroleum concession agreement entered into by the Parties.
Froper accounting adjustment shall be made, CONTRACTOR and
(YANOPE shall not dispose of the same except with agreement of

the other.

{¢) CONTRACTOR and Operating Company mayv freely import into the
ARE, use therein and freely export at the end of such use,
machinery and equipments which they either rent or lease in
accordance with good industry practices, including but not imited to

the iease of computer hardware and software.
ARTICLE IX
BONUSES

(a) CONTRACTOR shali pay to GANOPE as 4 signiature bonus the sum of
One Hundred Thousand ($100,000) US Dollars on the effective date,

(b) CONTRACTOR shall pay to GANOPE as a bonus the sum of
Three million ($3000000) U.S. Dollars once upon the approval of the

first development lease .
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( ¢) CONTRACTOR shall pay to GANOPE the sum of Two and half
million ($2,500,000) U.S. Dollars as a production bonus when the
daily production rate from the Area first reaches the rate of Twenty
Five Thousand (25,000) Barrels of oil per day or One Hundred Fifty
(150) MMSCF/day . Payment will be made within fifteen (15) days
thereafter,

{d) CONTRACTOR shall also pay to GANOPE the sum of Five mijlion
{($5000.000) .5, Dollars as a pmduétien bonus when the daly
production rate from the Area first reaches the rate of Fifty Thousand
{30,000} Bamels of ol per day or Two Hundred Fifty (250
MMSCF/day. Payment will be made within fifteen (I3} days
thereafter.

(e} CONTRACTOR. shall pay te GANOPE as a bonus the sum of
five million ($5000,000) U.S. Dollars upon approval to enter into

five (5) years extension period pursuant to Article III paragraph (d)
(3) (bb).

() CONTRACTOR shall pay to GANOPE in any financial year the
sum of not less than fifty thousand (50,000) United States Dollars as

a non recoverable cost for training purpose and as further described
in Art, XVII (d) below.

{2} All the above mentioned bonuses shall in no event be recovered by
CONTRACTOR,

(h} In the event that GANOPE elects {o develop any part of the Area
pursuant to the sole risk provisions of Article 11 (¢} (iv}, production
from such sole risk area shall be considered for the purposes of this
Article IX only if CONTRACTOR exercises its option to share m
such production, and only from the initial date of sharing.
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{1} Gas shall be taken mto account for purposes of determining the
daily production rate from the Arca under Arnticle 1X {b¢} by
converting daily Gas delivered inlo equivalent barreis of daily Crude
Oil production in accordance with the folowing formula:

MSCFE x H x (.167 = equivalent barrels of Crude Ozl
Where
MSCF = one thousand Standard Cubic Feet of Gas,
H = the number of million Bntish Thermal Units;
(BTU's per MSCEF).
ARTICLE X
GFF_H:E AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in A RLE, 3t which notices shail
be validly served.

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power o carry out immediately all local
writien directions given to them by the Government or Hs representatives
under the terms of this Agreement. All lawful regulations issued or
hereafter io be issued which are applicable hereunder and not in conflict
with this Agreement shall apply to the duties and activities of the Gengeral
Manager and Deputy General Manager.

All matiers and notices shall be deemed to be validly served which are

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

All matters and notices shall be deemed to be validly served which are
delivered 1o the office of the Chairman of GANOPE or which are sent o
him by registered mail st GANGPE's mam office in Cairo.
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ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF LOSS

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

generally accepted methods in use in the oil and gas industry to
prevent loss or waste of Petroleum above or under the ground in
any form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well that it might reasunahly.expect would
result in loss or damage to the well or the Oil or Gas field.

{b) Upon completion of the drilling of a productive well, Operating

Company shall inform the GOVERNMENT or its representative
of the ime when the well will be tested and the production rate

ascertained.

(c) Except in instances where muitiple producing formations in the

(d)

same well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple oil
bearing zones through one strin g of tubing at the same time, except
with the prior approval of the GOVERNMENT or its
representative, which shall not be unreasonably withheld.

Operating Company shall record data regarding the quantities of
Petroleum and water produced monthly from each Development
Lease. Such data shall be sent to the GOVERNMENT or 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 production from the Area shall be available
at all reasonable times for examination by authorized
representatives of the GOVERNMENT.
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{e)} Daily drilling records and the graphic fogs of wells must show the
guantity and type of cement and the amount of any other materiails

used in the well for the purpose of protecting Petroleum, gas

bearing or fresh water strata.

{f} Any substantial change of mechanical conditions of the well after its
completion shall be subject to the approval of the representative of
the GOVERNMENT.

ARTICLE XH
CUSTOMS EXEMPTIONS

(a) GANOPE, CONTRACTOR, and Operating Company shall be
permitied  to import and shall be exempted from customs dutlies,
any taxes, levies or fees (including fees imposed by Ministerial
Decision No. 254 of 1993 issued by the Minister of Fignce,
as now or hereafter amended or substituted) of any nature and
from the importation rules with respect to the importation of
machinery, equipment, appliances, materials, items, means of
transport and transportation (the exemption from taxes and duties
for cars shall only apply to cars t0 be used in operations), electnic
appliances, air conditioners for offices, field housing and facilities,
electronic appliances, computer hardware and software, as well as
spare parts required for any of the imported #tems, all subject to a
duly approved certificate issued by the responsible representative
nominated by GANOPE for such purpose, which states that the
imported items are required for conducting the operations pursuant
to this Agreement. Such certificate shall be final and binding and
shall automatically result in the importation and the exemplion
without any further approval, delay or procedure,
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{b} Machinery, equipment, appliances and means of transpert and
tranisportation imported by GANOPE's, CONTRACTOR's and
Operating Company’s contractors and sub-contractors temporarily
engaged in any activity pursuant to the operations which are the
subject of this Agreement, shall be cleared under the "Temporary
Release System™ without payment of customs duties, any taxes,
levies or fees {including fees imposed by Ministerial Decision No.
254 of 1993 1ssued by the Minister of Finance, as now or hereafter
amended or substituted) of any nature, upon presentation of a duly
approved certificate issued by an GANOPE responsible
representative nominated by GANOPE for such purpose  which
states, that the imported items are required for conducting the
operations pursuant to this Agreement. Items (excluding cars not
to be used In Qperations}) sef out in Articie X1 (a) imported by
GANOPE's, CONTRACTOR's and Operating Company's
contractors and sub-contractors for the aforesaid operations, in
order to be installed or used permanently or consumed shall meet
the conditions for exemption set forth in Article XII (a) after being
duly certified by an GANOPE responsible representative to be used
for conducting operations pursuant to this Agreement.

{c} The expainiate employees of CONTRACTOR, Opemating Company
and their contractors and sub-contractors shall not be entitled to any
exemptions from customs dutics and other ancillary taxes and
charges except within the limits of the provisions of the laws and
regulations applicable in the A.R.E. However, personal household
goods and furniture (including one (1) car) for each expatriate
employee of CONTRACTOR and/or Operating company shall be
cleared under the "Temporary Release System” (without payment of
any customs duties and other ancillary taxes) upon presentation of a
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fetter to the appropriate customs authorities by CONTRACTOR or
Operating Company approved by an GANOPE  responsible
representativ& that the imported items are imported for the sole use
of the expatriate emplovee and his family, and that such imported
itemns shail be re-exported outside the AR E. upon the repatriation of
the concemed expatriate employee.

{d) Irems imported into the AR.E. whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereunder, may
be exported by the importing party at any time after obtaining
GANOPE's approval, which approval shall not be unreasonably
withheld, without any export duties, taxes or charges or any taxes of
chérge& from which such items have been already exempt, being

applicable. Such items may be sold within the A.R.E. after obtaining

the approval of GANOPE which approval shall not be unreasonably

withheld, In this event, the purchaser of such items shall pay all
applicable customs duties and other ancillary taxes and charges
aceording to the condition and value of such items and the tariff
applicable on the date of sale, unless such ifems have already
been sold to an Afftliated Company of CONTRACTOR, if any, or
GANOPE, having the same exemption, or unless title to such items
{excinding cars not used in operations) has passed to GANOPE,

In the event of any such sale under this paragraph (d}, the procesds
from such sale shall be divided in the following manner:

CONTRACTOR shall be entitled to reimbursement of i
unrecovered cost, if any, in such. dems and the excess, if any, shall
be pwd to GANOPE.
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(e} The exemption provided for in Article XII (a) shail not apply to
any impuorted items when items of the same or substantially the same
kind and quality are manufactured locally meeting
CONTRACTOR's and/or Operating Company's specifications for
quality and safety and are available for timely 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
msurance costs if any have been added,

{fi CONTRACTOR, GANOPE and their respective buyers shall have
the nght 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,
levies or any other imposts in respect of the export of Petroleum
hereunder.

. ARTICLE X1
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

{2) GANOPE, CONTRACTOR and Operating Company shall each
maintam at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used in the petroleum
industry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved hereunder.
CONTRACTOR and Operating Company shall keep their books of
account and accounting records in United States Dollars.

Operating Company shail furnish to the GOVERNMENT or its
representatives monthiy returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in
the form required by the GOVERNMENT, or its representative
and shall be signed by the General Manager or by the Deputy
General Manager or a duly designated deputy and delivered to the
GOVERNMENT or its representative within thirty (30) days after
the end of the month covered in the return,
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{(b) The aforesaid books of account and other books and records

(c)

(a)

(b)

referred to above shall be available at all reasonable times for

imspecticn by duly authorized representatives of the
GOVERNMENT.

CONTRACTOR shait submit to GANOPE a Profit and Loss
Statement of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit or
loss from the Petroleum operations under this Agreement for such
Tax Year.

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

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall prepare and, at
all imes while this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR and/or
Operating Company shall fumish the GOVERNMENT or its
representative, in conformity with applicable regulations or as the
GOVERNMENT or its representative may reasonably require
information and data concerning its operations under this
Agreement. Operating Company will perform the functions
ndicated in this Article XIV in accordance with its role as specified
in Article VL

CONTRACTOR and/or Operating Company shall save and keep
for a reasonable period of time a representative portion of each
sample of cores and cuttings taken from drilling wells, to be
disposed of, or forwarded to the GOVERNMENT or its
representative i the manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/or Operating Company
for their own purposes shall be considered available for inspection at
any reasonable time by the GOVERNMENT or its representatives.
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(c)

(d)

(e)

Unless otherwise agreed to by GANOPE, in case of exporting any
rock samples outside A.R.E., samples equivalent in size and quality
shall, before such exportation, be delivered to GANOPE as
representative of the GOVERNMENT.

Originals of records can only be exported with the permission of
GANOPE; provided, however, that magnetic tapes and any other
data which must be processed or analyzed outside the A.R.E. may
be exported if a monitor or a cmﬁparable: record, if available, is
maintained in the A.RE. 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 GANOPE.

During the period CONTRACTOR is conducting the Exploration
operations, GANOPE's duly authorized representatives or
employees shall have the right to full and complete access to the
Area at all reasonable times with the right to observe the operations
being conducted and t¢ inspect all assets, records and data kept by
CONTRACTOR. GANQPE's representative, in exercising its nghts
under the preceding sentence of this paragraph (e}, shall not interfere
with CONTRACTOR's operations. CONTRACTOR shall provide
GANOPE with copies of any and all data (including, but not
hmited to, geological and geophysical repdrts, logs and well
surveys) information and tnterpretation of such data, and other
information in CONTRACTOR's possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or GANOPE may, after the Eighth (8th) years of the
Exploration period or the date of termination of this Agreement,
whichever 18 the earlier, show any other party uninterpreted basic
geophysical and geological data (such data to be not less than one
(1) vear old unless CONTRACTOR agrees to a shorter period,
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which agreement shall not be unreasonably withheld) with respect o
the Area, provided that the GOVERNMENT and/or GANOPL 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 is at least one (1) year old.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward
third parties for any damage caused by CONTRACTOR's Exploration -
operations and shall indemnify the GOVERNMENT and/or GANOPE
against all damages for which they may be held Liable on account of any
such operations. CONTRACTOR should respect and adhere to all current
and future laws and decrees of environment and antiquities issued and
applied in Arab Republic of Egypt,

ARTICLE XV1
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access fo the Area covered by this Agreement and to the QOperations
conducted thereon. Such representatives may examine the books,
registers and records of GANOPE, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled 1o make reasonable use of the machinery and instruments of
CONTRACUTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or
indirectly from such use. Such representatives shall be given reasonable
assistance by the agents and employvees of CONTRACTOR or Operating
Company so that none 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 facilities
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accorded to its own employees in the field and shall provide them, free of
charge, the use of reasonable office space and of adequately furnished
housing while they are in the field for the purpose of facilitating the
objectives of this Article. Without prejudice to Atdicle XIV {(¢) any
and all information obtained by the GOVERNMENT or is
representatives under this Article XVI shall be kept confidential with
respect to the Area.

ARTICLE XVH
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{a) It is the desire of GANOPE and CONTRACTOQOR that operations
hereunder 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 contractors for the conduct
of the operations hereunder, shall be granted a residence as
provided for in Law No. 8§92 of 1960 as amended and
Ministerial Order No, 280 of 1981 as amended. and
CONTRACTOR agrees that all immigration, passport, visa
and employment regulations of the AR.E., shall be applicable
to all alien empioyees of CONTRACTOR workmg in the
AR.E.

(2) A minimum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatriste admunisiralive,
professional and technical personne! employed by
CONTRACTOR or Operating Company shall be  paid
monthly in Egyptian Currency.

{b} CONTRACTOR and Operating Company shall each seiect is
employees and determine the number thereof, to be used for
operations hereunder,
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{¢) CONTRACTOR, shall after consultation with GANQPL, prepare and

carry out specialized training programs for all #ts ARE. employees
engaged in operations hereunder with respect 10 applicable aspects
of the petroleum industry. CONTRACUTOR and Opersting Company
undertake to replace gradually their non-executive expatriate staff by
gualified nationals as they are available,

{d) During any of the Exploration phases, CONTRACTOR shali give

mutuaily agreed numbers of GANOPE employees an opportunity o
attend and participate in CONTRACTOR's and CONTRACTOR's
Affiliated Companies training programs relating to Exploration and
Development operations. In the event that the total cost of such
programs is less than fifty thousand (50,000} United States Dollars in
any Financial Year during such period, CONTRACTOR shall pay
GANOPE the amount of the shortfall within thirty (30} days
following the end of such Financial Year, However, GANOPE shall
have the right that said amount {11.8.550,000) allocated for tratning,
be paid directly to GANOPE for such pumpose.

ARTICLE XVI
LAWS AND REGULATIONS

CONTRACUTOR and Operating Company shall be subject to Law
No. 66 of 1953 {excluding Article 37 thereof} as 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 petroleum resources of
the AR.E. provided that no regulations, or modification or
inferpretation thereof, shall be contrary to or inconsistent with the
provisions of this Agreement.
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(b} CONTRACTOR and Operating Company shall be subject 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
envirommen

{¢) Except as provided my Article T (g} for Income Taxes, GANOPE,
CONTRACTOR and Operating Company shall be exempted from
all taxes and duties, whether imposed by the GOVERNMENT or
municipalities including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporting or transpenting of Peiroleum and 1L.PG as well as any and
all withhoiding taxes that might otherwise be imposed on dividends,
interest, technical service fees, patent and trademark royalties, and
similar items. CONTRACTOR shall also be exempied from any tax
on the lgudation of CONTRACTOR, or distributions of any
income to the shareholders of CONTRACTOR, and from any tax
on capital.

(d) The rights and obligations of GANOPE and CONTRACTOR under,
and 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 writien mutual  agreement of the
sald contracting parties in the same procedures by which the original
Agreement has been issued .

{e} The comtractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject fo the provisions of this
Agreement which affect them. Insofar as all regulations which are
duly 1ssued by the GOVERNMENT apply from time 1o time and
are not n accord with the provisions of this  Agreement, such
regutations  shall not apply w CONTRACTOR, Operating
Company and their respective contractiors and  sub-contractors, as
the case may be.
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(f) GANOPE, 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 {aws with
respect to their documnents and activities hereunder.

(g} All the exemptions from the application of the A.R.E. laws or
regulations granted to GANOPE, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently in
effect or hereafter amended or substituted.

ARTICLE XIX
- STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of Exploration, Development and preduction of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the A.R.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR " shall notify GANOPE of the subject
legislative or regulatory measure and also the consequent effects upon
issumng legisiation or regulation which impact on the stabilization. In
such case, the Parties shall negotiate possible modifications to this
Agreement designed to restore the economic balance thereof which
existed on the Effective Date.

The Parties shall use their best efforts to agree on amendments to this
Agreement within ninety (90) days from aforesaid notice.

These amendments to this Agreement shall not in any event diminish or
increase the rights and obligations of CONTRACTOR as these were

agreed on the Effective Date.

Failing agreement between the Parties during the period referred to above
in this Article XIX , the dispute may be submitted to arbitration, as
provided in Article XXIV of this Agreement.
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(b)

(c)

- P

ARTICLE XX
RIGHT OF REQUISITION

In case of national emergency due to war or imminent expectation
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 'thér_-
utmost possible maximum. The GOVERNMENT may also
requisition the Oil and/or Gas field itself and, if necessary, related
facilities.

In any such case, such requisition shall not be effected .exc:ept after
inviting GANOPE and CONTRACTOR or their representative by
registered letter, with acknowledgement of receipt, to express their
views with respect to such requisition.

The. requuisition of production shall be effected by Ministerial Order.
Any requisition of an O1] and/or Gas field, or any related facilities
shall be effected by a Presidential Decree duly notified to GANOPE
and CONTRACTOR.

(d) In the event of any requisition as provided above, the

GOVERNMENT shall indemnify in full GANOPE and
CONTRACTOR for the period during which the requisition is
maintained, including:

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

(2) Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack is not within the
meaning of this paragraph (d). Payment hereunder shall be made to
CONTRACTOR in U.S. Dollars remittable abroad. The price paid to
CONTRACTOR for Petroleum taken shall be calculated in accordance
with Article VII (¢).
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ARTICLE XXI
ASSIGNMENT

(a) Neither GANOPE nor CONTRACTOR may assign to a firm or
corporation, in whoie or in part, any of its nghts, privileges, duties or
cbligations under this Agreement either directly or indirectly without
the written consent of the Government and in all cases priority shall
be given to GANOPE if it so desire to obtain the interest intended
to be assigned subject to paragraph (e) of this Article .

(b) To enable consideration to be given to any request for such consent,
the following conditions must be fulfilled:

(1) The obhigations of the assignor deniving from this Agreement
must have been duly fulfilled as of the date such request is made.

(2) The proposed assignee or assignees must submit reasonable

evidence to the Government of its or their financial and

technical competence .

(3) The instrument of assignment must include provisions stating
precisely that the assignee is bound by all covenants
contained in this Agreement and any modifications or
additions in writing that up to such time may have been
made. A draft of such instrument of assignment shall be
submitted to GANOPE for review and approval before being
formally executed .

{¢) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XXI shall be free of any
transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value

Added Tax, Stamp Duty, or other Taxes or similar payments.
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(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 obligations of CONTRACTOR

under this Agreement.

{e)} Once the assignor and a proposed third party assignee, other than an
Affiliated Company or a CONTRACTOR member, have agreed the
final conditions of an assignment, the assignor shall disclose such
final conditions in a written notification to GANOPE. GANOPE
shall have the right to acquire the interest intended to be assigned if,
within sixty (60) days from the assignor's written notification,
GANOPE delivers to the assignor a written notification that it
accepts the same conditions agreed to with the third party assignee.
If GANOPE does not deliver such nottfication within such sixty (60)
day period, the assignor shall have the right to assign to the
proposed third party, subject to the Government approval under
paragraph (a} of this Article.

In the event that GANOPE exercises its option to acquire the interest
intended to be assigned and if a joint operating agreement is not
already existing among the CONTRACTOR members including the
assignor, GANOPE and CONTRACTOR shall negotiate in good
faith to enter into a joint operating agreement, according to the model
published by the Association of International Petroleum Negotiators
to finalize such agreement within one hundred and twenty (120)
days from GANOPE's notification. And If GANOPE and
CONTRACTOR cannot agree on a joint operating agreement within
such one hundred and tﬁ*enty (120) day period, the assignor shall
have the right to assign to the proposed third party assignee, subject
to the Government approval under paragraph (a) of this Article.
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ARTICLE XX1]
BREACH OF AGREEMENT AND POWER TO CANCEL

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

(1) If 1t knowingly has submitted anv false statements to the
GOVERNMENT which were of a material consideration for
the execution of this Agreement;

{2} If 1t axsigns any interest hereunder contrary to the provisions of
Article X X1,

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

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

{3} If it mientionally extracts any mineral other than Petroleum
not authorized by this Agreement or without the authority 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

{6} }f 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
Agreement.

Such cancellation shall take place without prejudice to any
rights which may have accrued to the GOVERNMENT against
CONTRACTQOR in accordance with the provisions of this
Agreement, and, in the e¢vent of such cancellation,
CONTRACTOR, shall have the right to remove from the Area
all #ts personal property.
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(b} I the GOVERNMENT deems that one of the aforesaid causes
{(other than a force majeure cause referred to in Article XXIII) exists
to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personally served
on CONTRACTOR's General Manager in the legally official
manner and receipt of which is acknowledged by him or by his
legal agents, to remedy and remove such cause; but if for any
reason such service is impossible doe to unnotified change of
address, publication in the Official Joumal of the GOVERNMENT
of such notice shall be considered as valid service upon
CONTRACTOR. If at the end of the said ninety (20} day notice
period such cause has not been remedied and removed, this
Agreement may be canceled forthwith by Order or Presidential’
Decree as aforesaid;, provided however, that if such cause, or the
failure to remedy or remove such cause, results from any act or
omission of one party, cancellation of this Agreement shall be
effective only against that party and nof as against any other party
hereto.

ARTICLE XX

FORCE MAJEURE

(a) The non-performance or delay in performance by GANOPE and
CONTRACTOR, or either of them of any obligation under this
Agreement shali be excused i, and to the extent that, such
non-performance or delay is caused by force majeure. The period of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done during
such delay, shall be added to the time given in this Agreement for
the performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agreement, but only with respect to the block or blocks affected.
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(b) "Force Majeure” within the meaning of this Article XXIII, shall be

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 GANOPE and CONTRACTOR or either of them,
whether or not similar to the foregoing, provided that any such cause
18 beyond the reasonable control of GANOPE and CONTRACTOR,

or either of them.

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

(d)

provided herein, the GOVERNMENT shall incur no responsibility
whatsoever to GANOPE and CONTRACTOR, or either of them for
any damages, restrictions or loss arising in consequence of such case
of force majeure hereinafter referred to in this article .

If the force majeure event occurs during the initial Exploration
period or any extension thereof and continues in effect for a period
of six (6) months CONTRACTOR shall have the option upon ninety
(90) days prior written notice to GANOPE to terminate its
obligations hereunder without further liability of any kind.

ARTICLE XXIV
DISPUTES AND ARBITRATION

(a) Any dispute, controversy or claim arising out of or relating to this

(b)

Agreement or the breach, termination or invalidity thereof, between
the GOVERNMENT and the parties shall be referred to the
jurisdiction of the appropriate courts of A.R.E. to settle any dispute
arising on the interpretation or the execution of any term of this
Agreement .

Any dispute, controversy or c¢laim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof between
GANOPE and CONTRACTOR shall be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional Center
for International Commercial Arbitration in effect on the date of
this Agreement, the approval of the minister of petroleum is
provided in case GANOPE only turn to arbitration. The award of the
arbitrators shall be final and binding on the parties.



Yo G i V0 () YE saadi = dan Jla L Vo

) IW et sie 0% o s (=)
bl adde el oy o 1] . Tasly Lkonn s 5l b ST b pmazy ()
o] o Loy (F-) Gl Gpind J ies gl (Soudl gy LS ol

A Sl eead S oy o gedalls 1 Son pmamiy ol U]
CI (Sodl 1yliimg o ponidl in e b il paaSiod| e gonss ()
Hasdl Jo laSod] Gz, J 131y | daSonal) o Il oSl S ]

G ¢ S Sodl ai e Lag (F2) 0D DS G s S (Sl
seSonild Ll LaSomall ol o5 Seaadl oy by 5T oy o cym (5 g
O IRLE | PUER TR 3 SF TS TORRPNPE | B P 3 PRSPV BT
elyd a (V) ol pn ¥ 52 LGSy s 31 (Sl Ly ey (2 2
SO/ FESWER 3 I PRUIE P PSS [ECE | R TPE TN EF1 Ry S E S PO

i s dessaior i Lt i 1 Skl L (380 ol cpasys
W] LS SRS WP [V FpPIe

i) o Gy e n IS e syl SN Ll B3 m 055 0 e
s gl el b Lolasd] pdlae o 0% YT B2ty LS 0 L0l
WY eda e dad dl G1bY

SR AT LY Vi EINTRRN T [ PSRV S ) PR T T PP T ),
C s O e Sl GBI Gisy o L

Sl Oy ean dldi L SLEW Lijley Lilg fpaSnll oS 80 ()
Lazidl LSl olo! cpeaSondl (Ko 30k 0Ky 0 & dibazl! JLI S
skl 5 sy sy



Vo Yo VL lp V0 8 (al) YE sunll - a3y 4

(c)

The number of arbitrators shall be three (3).

(d) Each party shall appoint one arbitrator. If, within thirty (30) days

after receipt of the claimant's notification of the appointment of an
arbitrator the respondent has not notified the claimant in writing of
the name of the arbitrator he appoints, the claimant may request the

Center to appoint the second arbitrator,

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

who will act as the presiding arbitrator of the tribunal. If within
thirty (30) days after the 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 Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL. Arbitration Rules.
Such presiding arbitrator shall be a person of a nationality other
than the A.R.E. or Australia, and of a country which has diplomatic
relations with both A.R.E. and Australia, and who shall have no
economic interest in the Petroleum business of the signatories

hereto,

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

(g)

arbitration, including the making of the award, shall take place in
Cairo, AR.E.

The decision of the arbitrators shall be final and binding upon the
Parties, including the arbitration fees and all the related issues and
the execution of the arbitrators decision shall be referred to the

appropnate courts according to the Egyptian laws.
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{h} Egyptian Law shall apply to the dispute except that in the event of

(1)

@

(b)

(¢)

any conflict 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 languages. |

GANOPE and CONTRACTOR may agree that if, for whatever
reason, arbiration in sccordance with the above procedure cannot
take place, or i likely to take place under circumstances for
CONTRAUTOR which could prgjudice CONTRACTOR's right to
fair arbitration, all disputes, controversies or claims arising out of or
relating to this Agreement or the breach, fermination or invalidity
thereof shall be settied by ad hoc arbitration in accordance with the
UNCITRAI Rules in effect on the Effective Date.

ARTICLE XXY
STATUS OF PARTIES

The rights, duties, obligations and liabilities in respect of GANOPE
and CONTRACTOR hereunder shall be several and not joint or
collective, it being understood that this Agreement shall not be
construed as constituting an  association or corporation or
partnership.

CONTRACTOR shall be subject to the laws of the place where i 18
icorporated regarding its fegal status or creation, organization,
charter and by-laws, shareholding, and ownership.

CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable in the ARE. and shall not be offered for
public subscription nor shall be subject to the stamp tax on capital
shares nor any tax or duty in the A R.E. CONTRACTOR shall be
exempted from the apphcation of Law No. 139 of 1981 as amended,

In case CONTRACTOR consists of more than one member , all
CONTRACTOR Members shall be jointly and severally liable for
the performance of the obligations of CONTRACTOR under this

Agreement,
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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 local contractors and sub-contractors, inchuding

(b}

GANOPE's Affiliated Companies as long as their performance is
comparable with international performance and the prices of their
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent {(10%).

Give preference to Jocally manufactoved material, eqquipment,
machinery and consumables so long as their quality and time of
delivery are comparable {0 internationally available matenal,
equipment, machinery and consumables, However, such materal,
equipment, machinery and consumables may be imported for
operations ¢conducted hereunder if the Jocal price of such dems 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
mported items before customs duties, it after transportation and
insurance costs have been added.

ARTICLE XXVii
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts of AR.E,
be referred to in construing or interpreting this  Agreement; provided
however , that in any arbitration pursuant to Article XX1V herein above
between GANOPE and CONTRACTOR the English and Arabic
versions shal both be referred to as having equal force in constriing or
interpreting the Agreement
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ARTICLE XXVIII
GENERAL

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

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

This Agreement shall not be binding upon any of the parties hereto
unless and vuntil a law is issued by the competent authorities of the
ARE. authorizing the Minister of Petroleum to sign this Agreement
and giving this Agreement full force and effect of law notwithstanding

any countervailing Governmental enactment, and the Agreement is
signed by the GOVERNMENT, GANOPE, and CONTRACTOR.

PAN PACIFIC PETROLEUM EGYPT LIMITED ("PPPEL")
BY:

GANOUB EL-WADI HOLDING PETROLEUM COMPANY
BY:

ARAB REPUBLIC OF EGYPT

BY:

DATE ;
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
GANOUB EL-WADI HOLDING PETROLEUM COMPANY
AND
PAN PACIFIC PETROLEUM EGYPT LIMITED ("PPPEL")
IN
WEST KOM OMBO
At
THE WESTERN DESERT
A.RE.
Boundary Description of the Concession Area

Annex "B" is an illustrattve map scaled 1:2000000 showing the Area
covered and affected by this agreement.

The Area measures approximately 42291 squared Kilometers of surface
area and it is located at West Kom Ombo at Western Desert It is
composed of all or part of Exploration Blocks, the whole blocks are
defined on three (3) minutes latitude by three (3) minutes longitude grid .

It 1s noted that the delineation lines of the individual Exploration Blocks
in Annex "B" are intended to be only illustrative and provisional and may
not show accurately their true position in relation to existing monuments
and geographical features . The Area is bounded by a group of straight

lines.
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Coordinates of the corners points of the Area are giving in the following
table which forms an integral part of Annex "A",

BOUNDARY COORDINATES
OF WEST KOM OMBO
At
THE WESTERN DESERT
ARE.
Point Latitude /N - Longitude/E Due
- i N . —
1 126° 15 00.000"N130° 37" 00.000°E| East to Point 2
2 ‘!26" 15 00.000"N | 31° 45' 06.000'E | South to Point 3
-;, |
i
3 'l26° 09 00.000°N|31° 45 00.000"E| Eastto Point 4
4 !,:za“ 00" 00.000°N |32° 00 00.000°E | South to Point 5
s 123° 30' 00.000°N|32° 00 0O.000"E | West to Point 6
3 i
6 123° 30' 00.000"N|30° 37 00.000"E| North to Point 1
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ANNEX “BY
Map of Concession Agreement

WESTERN DESERT
AﬂRIE
Scale 1:2,000,000
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ANNEX "C* |
LETTER OF GUARANTEE |
GANOUB EL WADI HOLDING PETROLEUM COMPANY

Letter of Guarantee No. --« (Cairg «w--sus=aee 2006}, GANOUB
EL-WADI HOLDING PETROLEUM COMPANY.

Gentlemen,

The undersigned, National Bank of Egypt as Guarantor, hereby
guarantees to GANQUB EL-WADI HOLDING  PETROLEUM
COMPANY( hereinafter referred to as "GANOPE" ) to the limn of
Three million (3 3000,000 ) U.S. Dollars, the performance by "Pan
Pacific Petroleums Egypt Limited ("PPPEL"Y" (hereinafter referved to as
"CONTRACTOR") of its obligations required for Exploration operations
to spend a minimum of Three mithion (3 3000,000 ) U.S. Doilars during
the initial two (2) years of the Exploration pertod under Asticie IV of
that certain Concession Agreemeni (hercinafter referred to as the
"Agreement”) covering that Area described in Annexes "A” and "B" of
said Agreement, by and between the Arab Republic of Egypt (hereinafter
referred to as "A.R.E™), GANOPE and CONTRACTOR, dated - -

It is understood that this Guarantee and the Hability of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
said Three million (§ 3000,000 } U.S. Doliars by the amount of money
expended by CONTRACTOR for such Exploration operations during
gach such quarter. Each such reduction shall be established by the joint
written statement of CONTRACUTOR and GANOPL.

In the event of a claim by GANOPE of non-performance or surrender of
the Agreement on the part of CONTRACTOR prior to fullillment of said
minimum expenditure obligations under Article IV of the Agreement,
there shall be no liability on the undersigned Guarantor for payment to
GANOQPE unless and until such Hability has been established by written
staternent of GANOPE setting forth the amount due under the Agreement.
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It 1s a further condition of this Letter of Guarantee that:

(I) This Letter of Guarantee will become available only provided that
the Guarantor will have been informed in writing by CONTRACTOR
and GANOPE that the Agreement between CONTRACTOR, A .R.E. and
GANOPE has become effective according to its terms, and said Guar-
antee shall become effective on the Effective Date of said Agreement.

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

(a) ( Explnratiﬂn phase ) years and six (6) months after the date it be-
comes effective, or |

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

(3) Consequently, any claim, in respect thereof should be made 1o the
Guarantor prior to either of said expiration dates at the latest accom-
panied by GANOPE's written statement, setting forth the amount of
under-expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has failed to perform its expenditure obligations
referred to in this Guarantee, and
(b) CONTRACTOR has failed to pay the expenditure deficiency to
GANOPE. |
Please retum to us this Letter of Guarantee in the event it does not be-

come effective, or upon the expiry date.

Yours Faithfully,

Accountant :

Manager :
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ANNEX "D" |
CHARTER OF OPERATING COMPANY
ARTICLE ]

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.R.E. to the extent that such laws and regulations are not inconsistent

with the provisions of this Charter and the Agreement referred to below.
ARTICLE I1

The name of .the Operating Company shall be mutually agreed upon
between GANOPE and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of

Petroleum.

ARTICLE 1IN

The Head Office of Operating Company shall be in the A R.E. in Carro.
ARTICLE IV

The object of Operating Company is to act as the agénc:y through which
GANOPE and CONTRACTOR, carry out and conduct the Development
;i:peratinns required in accordance with the provisions of the Agreement
signed on the ------ day of -- ---- by and between the ARAB
REPUBLIC OF EGYPT, GANOUB EL-WADI HOLDING PETROLEUM
COMPANY and CONTRACTOR covering Petroleum operations in
WEST KOM OMBO at THE WESTERN DESERT , described therein.
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Operating Company shall be the agency to carry out and conduct
Exploration operations after the date of Commercial Discovery pursuant
to Work Programs and Budgets approved in accordance with ‘the

Agreement.

QOperating Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "E” thereto.

Operating Company shail not engage in any business or undertake any
activity beyond the performance of said operations unless otherwise
agreed upon by GANOPE and CONTRACTOR.

ARTICLEY

The authorized capital of Gperating‘ Company 18 twenty thousand
Egyptiant Pounds divided info five thousand shares of ¢ommon stock
with a value of four Egyptian Pounds per share having equal voting
rights, fully paid and non-assessable,

GANOPE and CONTRACTOR shall each pay for, hold and own, throughout
the life of Operating Company, one half (1/2) of the capital stock of
Operating Company provided that only 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 transferring 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 a stock interest
in Operating Company equal to the transferred or assigned whole or
percentage of its ownershup interest in the entirety of the said Agreement.
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ARTICLE VI

Operating Company shall not own any right, title, interest or estate in or
under the Agreement or any Development Lease created thereunder or in
any of the Petroleum produced from any Exploration Block or
Development Lease thereunder or in any of the assets, equipment or
other property obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance ‘of any of the
duties or obligations of either GANOPE or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any

source whatsoever.
ARTICLE VII

Operating Company shall be no more than an agent for GANOPE and
CONTRACTOR. Whenever it is indicated herein that Operating
Company shali dectde, take action or make a proposal and the like, it is
understood that such decision or judgment is the result of the decision or
judgment of GANOPE, CONTRACTOR or GANOPE 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 GANOPE and the
other four (4) by CONTRACTOR. The Chairman shall be designated by
GANOPE and shall also be a Managing Director. CONTRACTOR shall

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

Meetings of the Board of Directors shall be valid if & majority of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five {5) or more of thcﬁ Directors; provided,
however, that any Director may be represented and vote by proxy heid by

another Director.

ARTICLE X

General meetings of the Shareholders shall be valid if a majority of the
capital stock of Operating Company is represented thereat. Any decision
taken at such mtiﬁg& 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
angd condittons of employment of the personnel of Operating Company
ermployed directly by Operating Company and not assigned thereto by
CONTRACTOR and GANOGPE.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by

a General Meeting of the Sharsholders, in accordance with the

provisions of Article X hereof.
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ARTICLE XTI

Operating Company shail come into existence within thirty {30) days
after the date of Commercial il Discovery or within thirty (30) days
after signature of a Gas Sales Agreement or commencement of a scheme
to dispose of Gas, as provided for in the Agreement (unless otherwise
agreed by GANQPE and CONTRACTOR).

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

The Operating Company shall be wound up if the Agreement referred to
gbove is terminated for any reason as provided for therein,

Pan Pacific Petroleum Egypt
Limited ("PPPEL'™)

By : .

GANOUB EL-WADI HOLDING
PETROLEUM COMPANY

BY :




¥ L Dy V0 b () VL sanll = Gpane Slia 1 VYA

"a” Gadd!
(saeakand, | A Udaf
( g9 B3I )
s alsa)
: Gkl 325 (1)
cmelood| Ut s e Sl o J15Y1 U1 g 5,0 Oy sl Gohes
c aablols L o,y
s daludi) | tlilad (o)
Sl ST, 200 0 L] gy S5V 0 oo Ryl JE Bl Tidy o ikl oy (V)
Loys (V) N I g ALY e Rnslud | 3500 Tidy coldandy
dig ! 8 gl 51T Sy Sl DLtity Uy L o7 iy IS L5
aodl SLEN ) a8 PP [ OIS | PO O PO -1 PR { PR 1
s JS b ey Al M g2l s Beainde
P Iyl gt « Lplis ciie « oldeadly Ll 48,800 a5 (¥)
lsni-ﬂWL:-htLﬂlwﬁhgudﬂeLﬁwLx (V0) e das
il olloay aold | aslily aad] 3 ) iSLS acd puSins ol
IS i e Jiby s g5 e B 3,y S i o U Co

i 4ty A dd | iy U e Sy i 3l 3y o E ¢ Ligie
Seais 35 3 g dg2lall



WA Y TRl Lop Ve () YL suall - dpan JI S 4

il

ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLEI
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 activity:

(1) CONTRACTOR shall, pursuant to Article IV of this Agreement,
aﬁd until the cdmihg into existence of the Operating Company - in
accordance with Article VI of the Agreement - render to GANOPE
within thirty (30) days of the end of each calendar quarter a
Statement of Exploration Activity reflecting all charges and credits
related to the E:}plﬂratinn Operations for that quarter summarized

by appropnate classifications indicative of the nature thereof.

(2) Following its coming into existence, Operating Company shall
render to GANOPE and CONTRACTOR within fifteen (15) days
of the end of each calendar quarter a Statement of Development
and Exploration Activity reflecting all charges and credits related
to the Development and Exploration operations for that quarter
summarized by appropriate classifications indicative of the nature
thereot, except that items of contrellable matenal and unusual

charges and credits shall be detailed.
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(¢) Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to
Article I (b) (1) of this Annex shall conclusgively be presumed to be
true and correct after three (3) months following the receipt of each
Statement by GANOPE unless within the said three (3) months
GANOPE takes written exception thereto pursuant to Article [V (f)
of the Agreement. During the said three (3) month period
supporting documents will be available for inspection by
GANOPE during all working hours. '

CONTRACTOR will have the same audit rights on Operating
Company Statements as GANOPE under this sub-paragraph.

(2). All Statemu:ﬁts of Development and Exploration Activity for any
calendar quarter pursuant to Article I (b) (2) of this Annex, shall
conclusively be presumed to be true and correct three (3) months
following the receipt of such Statement, unless within the said
three (3) months period GANOPE or CONTRACTOR takes
written exception thereto. Pending expiration of said three (3)
months GANOPE or CONTRACTOR or both of them shall have
the right to audit Operating Company accounts, records and
supporting documents for such quarter in the same manner as
provided 1n Article IV {f) of the Agreement.

(d) Currency Exchange:

CONTRACTOR's books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in
the A.R.E. in U.S. Dollars. All U.S. Dollars expenditures shall be
charged in the amount expended. All Egyptian Pounds
expenditures shall be converted to U.S. Dollars at the applicable
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ratc of exchange issued by the Central Bank of Egypt on the first
day of the month in which expenditures are yecorded, and all other
non-U.8, Dollars expenditures shall be translated to 11.S. Dollars at
the buving rate of exchange for mc:jh carrency as quoted by
National Westminster Bank Limited, London at 1030 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.S Dollars expenditures

to U8, Dollars.
{e} Precedence of Ducuments:

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of the
Agreerment treaing the same subject differently, then the

provisions of the Agreement shal! prevail.
{1 Revision of Accounting Procedure:

By mutual agreement between GANOPE and CONTRACTOR, this
Accounting Procedure may be revised in writing from time 1o time

in the hight of future arrangements.
(2) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
related 10 any bank guarantees shall not at any time be charped as

recoverable costs under the Agreement.
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ARTICLETI
COSTS, EXPENSES AND EXPENDITURES

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

{a) Surface Rights;

All direct cost atinbutable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force
“{or the Area.

{b} }laborand Related Costs:

{1} Salaries and Wages of CONTRACTOR's or Operating
Company's employees, as the case may be, directly engaged in
the various activities under the Agreement including salaries
and wages paid to geologists and other employees who are
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 1o tgke into account changes in CONTRACTOR'S
policies and amendments of laws applicable to salaries. For the
purpose of this Article II {b) and Anticle 1T {¢}, salaries and
wages shall mean the assessable amounts for AR Income
Taxes, including the salaties during vacafions and sick ledves,
but excluding all the amounts of the other Htems covered by the
percentage tixed under (2) below.
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(2) For expatri'ata employees permanently assigned to Egypt:
1. All allowances applicable to salaries and wages;
2. Cost of established plans; and

3. All travel and relocation costs of such expatriate
employees and their families to and from the employee’s
country or point of origin at the timme of employment, at
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).

 Costs under this Article II (b) (2) shall be deemed to be
equal to forty seven percent (47%) of basic salaries and
wages paid for such expatriate personnel including those
paid during vacations and sick leaves as established in
CONTRACTOR's international policies, chargeable
under Article II (b) (1), Article I (i), Article H (k) (1)
and Article 11 (k)(3) of this Annex.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregoing

percentage. The percentage outlined above shall be

deemed to reflect CONTRACTOR's actual costs as of
the Effective Date with regard to the following benefits,

allowances and costs :-
1. Housing and Utilities Allowance.

2. Commodities and Services Allowance.
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iZ.
13.
14.
15.
16,
i7.

I8.
19.
20.
21

Special Rental Allowance .

Vacation Transportation Allowance,
Vacation Travel Expense Allowance,
Vacation Excess Baggage Aliowance.

Education Allowances (Children of Expatriate
Employees),

Hypothetical U.S. Tax Offset (which results n a
reduction of the chargeable percentage).

Storage of Personal Effects.
Housing Refurbishment Expense.
Property M&ﬁageme.nt Service Fees.
Recreation Aliowance.

Retirement Plan,
‘Group Life Insurance.

Group Medical Insurance.

Sickness and Disability.

Vacation Plans Paid {excluding Allowable Vacation
Travel Expenses).

Savings Plan.

Educational Assistance.
Military Service Allowance.
F1CA,

Workman's Compensation.
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23. Federal and State Unemployment Insurance.
24, Personnel Transfer Expense.
25, National Insurance.

26. Any other Costs, Allowances and Benefits of a like
nattre as established in (CONTRACTOR's
International Policies.

The percentages outlined above shall be reviewed at  intervals
of three (3) years from the Effective Date and at such time
CONTRACTOR and GANOPE will agree on new percentages
to be used under this paragraph.

Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR'’s
international policies which change or exclude any of the above
allowances and benefits.

The revised percentages will reflect as nearly as possible
CONTRACTOR's actual costs of all its established aliowances
and benefits and of personnel transfers.

(3) For expatriate employees temporarily assigned to Egypt all

{4)

allowances, costs of established plang and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what s
mentioned in Article I (k) (2) of this Annex.

Caosts of expenditure or conintbutions made pursuant 1o law or
assessment imposed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Article II (b) (1), Article II (b} (2), Article II {1}, Article II (k)
{1} and Article H (k) {3) of this Annex.
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(c)

(d)

Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits on a basis
similar to that prevailing for oil companies operating in the ARE.,
all as chargeable under Articie 11 (b) (1), Article II (1), Article 1l (k)
(1) and Article II (k) (3) of this Annex. Severance pay will be
charged at a fixed rate applied to payrolls which will equal an
amount equivalent to the maximum liability for severance payment
as required under the A.R.E. Labor Law,

iViaterial

Matenal, equipment and supplies purchased or furnished as such by
CONTRACTOR or Operating Company.

(1) Purchases:

Material, equipment and supplies purchased shall be at the
price paid by CONTRACTOR or Operating Company plus
any related cost and after deduction of all discounts actually

received.
(2) Material Furnished by CONTRACTOR:

Matenal required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may

~furnish  such  material from CONTRACTOR's or
CONTRACTOR's Affiliated Companies stocks outside the
A.R.E. under the following conditions:

1. New Material (Condition "A"")

New Material transferred from CONTRACTOR's or
CONTRACTOR's Affihated Companies warchouse or
other properties shall be priced at cost, provided that the
cost of material supplied is not higher than intermationai
prices for material of similar quality supplied on similar
terms, prevailing at the time such material was supplied.
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2. Used Material (Conditions "'B" and ""'C"")

a) Material which is in sound and serviceable condition
and 1s suitable for reuse without reconditioning shall
be classed as Condition "B" and priced at seventy -
five percent (75%) of the price of new material.

b) Material which cannot be classified as Condition "B"
but which is serviceable for original function but
substantially not suitable for réconditioning, shall
be classed as Condition "C" and priced at fifty
percent (50%) of the price of new material.

¢) Matenial which cannot be classified as Condition "B”
or Condition "C" shall be priced at a value
commensurate with its use.

d) Tanks, buildings and other equipment involving
erection costs shall be charged at applicable
percentage of knocked - down new price.

(3) Warranty of Materials Furnished by CONTRACTOR

CONTRACTOR does not warrant the material furnished
beyond or back of the dealer's or manufacturer's Guarantee;
and in case of defective material, credit shall not be recorded
until adjustment has been received by CONTRACTOR from
manufacturers or their agents.

(e) Transportation and Employee Relocation Costs:

(1)

(2)

(3)

Transportation of equipment, materials and supplies necessary
for the conduct of CONTRACTOR's or Operating Company's
activities.

Business travel and transportation expenses to the extent
covered by established policies of CONTRACTOR or with
regard to expatriate and national employees, as incurred and
paid by, or for, employees in the conduct of CONTRACTOR's
or Operating Company's business.

Employees transportation and relocation costs for national
employees to the extent covered by established policies.
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(f} Services:

(1) Quiside services: The costs of contracts for consultants, services
and utilities procured from third parties.

(2) Cost of services performed by GANOPE or by CONTRACTOR,
or their Affiliated Companies in facilities inside or outside the
A.R.E. Regular, recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by GANQPE and/or CONTRACTOR or their Affiliated
Companies a1 an agreed contracted price. Major projects
invalving engineering and design  services shall be performed
by GANOPE andior CONTRACTOR or their Affiliated
Companies at a negotiated contract amount.

(3 Use of GANOPE'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
prevailing in the A.R.E.

(4) CONTRACTOR's and CONTRACTOR's Affiliated Compames
rates shall not include any administrative or overhead costs

other than what 18 mentioned in Article II (k) (2).
(g} Damages and Losses:

All costs or expenses, necessary to replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall fumish GANOPE and CONTRACTOR
written notice of damages or losses incurred in excess of fen
thousand {$10,000) U.S. Dollars per occurrence, a8 soon as
practicable after report of the same has been received by
CONTRACTOR or Operating Company.
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(h) Imsurance and Claims:

()

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

If no insurance is carried for a particular risk, in accordance with
good international oil field practices, all related actual expenditures
incurred and paid by CONTRACTOR or Operating Company
settlement of any and all losses, claims, damages, judgments and any
other expenses, including legal services.

Indirect Expenses:

Camp overhead and facilities such as shore base, warehouses, water
systems, road systems, salaries and expenses of field supervisory
personnel, field clerks, assistants, and other general employees
indirectly serving the Area.

Legal Expenses:

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney's fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event
actions or claims affecting the interests hereunder shall be handled
by the legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing such services
may be made to operations. "
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{K) Adininistrative Overhead and General Expenses:

{1} While CONTRACTOR is conducting Exploration operations,

the cost of staffing and maintaining CONTRACTOR's head
office mt the ARE. and/or other offices established in the
AR.E. as appropriate other than field offices which wili be
charged as provided in Article I (3}, and excepting salaries of
empioyees of CONTRACTOR who are temporarily assigned to
and directly  serving on the Area, Wﬁiiﬂh will be charged as
provided in Article I {b) of this Annex.

{2} CONTRACTOR’s administrative overhead outside the A.RE.

applicable to Exploration operations in the AR.E. shall be
charged cach month at the rate of five percent (5%) of total
Exploration expenditures, provided that no administrative
overhead of CONTRACTOR outside the A R.E. applicable to
AR.E. Exploration operations will be charged for Exploration
operations conducted by Operating Company. Neo other direct
charges as such for CONTRACTOR's administrative overhead
outside the ARE. will be applied against the Exploration
obligations. Examples of the type of costs CONTRACTOR 15
mowTg and charging hersunder due 1o activitics unger this
Agreement and covered by said perceniage are:

1. Executive - Time of executive officers.

Z. Treasury ~ Pimancial and exchange problems.

3. Purchasing - Procuring matedals, equipment and supplies,
4

Exploration and Production-Directing,” advising and

controliing the entire project.
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2, Other departments such as legal, comptroller and
engimmeering  which contnbute time, knowledge and
experience to the operations.

The foregoing does not preclude charging for direct service
under Article 1T {f) (2) of this Anriex.,

(3} While Operating Company is conducting operations, Operating
Company's personnel engaged in general clerical and office
work, supervisors and officers whose time is generally spent in
the main office and not the field, and ail employees generaily
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.

{1} Taxes:

Ail taxes, duties or levies paid in the A.R.E. by CONTRACTOR or
Operating Company with respect to this Agreement other than
those covered by Article III (g) (1) of the Agreement.

(m) Continging CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and mcurred exclusively in the AR.E. after Operating Company is
formed. No sales expenses incurred outside or inside the ARE.
may be recovered as a cost,

(n) Other Expenditures:

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provisions of this Article I,
incurred by CONTRACTOR or Operating Company under approved
Work Programs and Budge!s.
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ARTICLE HI
INVENTORIES

(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by GANOPE and
CONTRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such materials,
physical assets and construction projects. Written notice of intention
to take inventory shall be given by Operating Company to
GANOPE and CONTRACTOR at least thirty (30) days before any
Inventory 1s to begin so that GANOPE and CONTRACTOR may be
represented when any inventory is taken. Failure of GANOPE and/or
CONTRACTOR to be represented at an inventory shall bind them to
accept the inventory taken by Operating Company, who shall in that
event furnish the party not represented with a copy thereof.

(b) Reconciliation and Adjustment of Inventories:

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

ARTICLE IV
COST RECOVERY

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

Petroleum:
CONTRACTOR shall, pursuant to Article VII of the Agreement,

render to GANOPE as promptly as practicable but not later than
fifteen (15) days after receipt from Operating Company of the
Statements for Development and Exploration Activity for the
calendar quarter a Statement for that quarter showing:

I. Recoverable costs carmied forward from the previous quarter, if any.

2. Recoverable costs incurred and paid during the quarter.
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(b)

(c)

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

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

5.  Amount of costs recovered for the quarter.

6. Amount of recoverable costs carried into the succeeding

quarter, if any.

7. Excess, if any, of the value of Cost Recovery Petroleum taken
and separately disposed of by CONTRACTOR over costs

recovered for the quarter.,
Payments:

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

payment shall not be recoverable.
Settlement of Excess Cost Recovery Petroleum:

GANOPE has the right to take all of the Excess Cost Recovery
Petroleum under Article VII (a) (2) of the Agreement in kind during
the said quarter . A settlement shall be required with the rendition of
such Statements in case CONTRACTOR has taken more than its

own entitlement of the Cost Recovery Petroleum.
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(d) Audit Right:

(a)

GANOPE shall have a period of twelve (12) months from receipt of any
Statement under this Article IV in which to audit and raise objection
to any such Statement. GANOPE and CONTRACTOR shall agree
on any required adjustments. Supporting documents and accounts
will be available to GANOPE during said twelve (12) month period.

ARTICLE Y
CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Controi
Account and an offsetting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared per Article 1 (b) (1) of this Annex, less any
reductions agreed to by GANOPE and CONTRACTOR following
written exceptions taken by a non-operator pursuant to Article I (c)
(1) of this Annex, 1n order to determine when minimum Exploration
obligations have been met.

{(b) Cost Recovery Control Account:

(c)

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

Major Accounts:

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

- Exploration Expenditures;
- Development Expenditures other than Operating Expenses;
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- Operating Expenses;
Necessary sub-accounts shall be used.
Revenue accounts shall be maintained by CONTRACTOR to the

extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It 15 understood that CONTRACTOR shall be subject to Egyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.R.E. Income Taxes paid by GANOPE on CONTRACTOR's behalf
constitute 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 III {g) (2)
of this Agreement, less the amount equal to CONTRACTOR's
grossed-up Egyptian income tax liability, shall be CONTRACTOR's

"Provisional Income”.

The "gross-up value” is an amount added to Provisional Income to give
"Taxable Income”, such that the grossed-up value is equivalent to the
A.R.E. Income Taxes.

THEREFORE:

Taxable Income = Provisional Income plus Grossed-up Value
and

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

If the "A.R.E. Income Tax rate", which means the effective or
composite tax rate due to the various A.R.E. taxes levied on income
or profits, is constant and not dependent on the level of income, then:

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

Provisional income X Tax Rate

Grossed-up Value =

1 - Tax Rate

where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical

example. Assuming that the Provisional Income is $10 and the AR.E.

Income Tax rate is forty percent (40%), then the Grossed-up Value is

equal to:
$10x04
1- 04
Therefore:

Provisional income
Plus Grossed-up Value

Taxable Income

Less: A.R.E. Income Taxes at 40%

CONTRACTOR's Income after taxes

=$6.67

$10.00
6.67

$16.67
6.67

$ 10.00
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ANNEX “p"
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MEDITERRANEAN SEA

{UNDER CAPACITYY

HAMR A o
FIES R LR R AL RN
.-.-_n_._unn.u__.wnnn. -.”--i-:..-_.._.:.r.;l:....; " - m_z_h.“
(Abu Gharadig) o RAREHOUR £ .
o GpC . "
{Abu Sennan) T T LI L LI _._.__ﬁ.
-... nN_n. _ BUDRAN
utt
Bas Gharlb .r.,- [ Abu Rudais
.._'l_ G_
_-_._.l- /N
EASTERN Ras Shukheir "
BESERT zereay] %
ASRYLN
sssnesr  PRODUCERS PIPELINES wesnenane  NATIONAL CAS PIPELINE




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100
	Page 101
	Page 102
	Page 103
	Page 104
	Page 105
	Page 106
	Page 107
	Page 108
	Page 109
	Page 110
	Page 111
	Page 112
	Page 113
	Page 114
	Page 115
	Page 116
	Page 117
	Page 118
	Page 119
	Page 120
	Page 121
	Page 122
	Page 123
	Page 124
	Page 125
	Page 126
	Page 127
	Page 128
	Page 129
	Page 130
	Page 131
	Page 132
	Page 133
	Page 134
	Page 135
	Page 136
	Page 137
	Page 138
	Page 139
	Page 140
	Page 141
	Page 142
	Page 143
	Page 144
	Page 145
	Page 146
	Page 147
	Page 148
	Page 149
	Page 150
	Page 151
	Page 152
	Page 153
	Page 154
	Page 155
	Page 156
	Page 157
	Page 158
	Page 159
	Page 160
	Page 161
	Page 162
	Page 163
	Page 164
	Page 165
	Page 166
	Page 167
	Page 168
	Page 169
	Page 170
	Page 171
	Page 172
	Page 173
	Page 174
	Page 175
	Page 176
	Page 177
	Page 178
	Page 179
	Page 180
	Page 181
	Page 182
	Page 183
	Page 184
	Page 185
	Page 186
	Page 187
	Page 188
	Page 189
	Page 190
	Page 191
	Page 192
	Page 193
	Page 194
	Page 195
	Page 196
	Page 197
	Page 198
	Page 199
	Page 200
	Page 201
	Page 202
	Page 203
	Page 204
	Page 205
	Page 206
	Page 207
	Page 208
	Page 209

