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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
ANWAR AKKAD SONS COMPANY Litd.
{(AASC)
(UNITED O11. INC)
IN
NORTH EAST ESH EL- MALAHA AREA
At
The EASTERN DESERT
A.R.E.

This Agreement made and entered on this day ot 200 by
and between the ARAB REPUBLIC OF EGYPT (heretnatter referred to
varjously as "ARE" 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 ANWAR AKKAD SONS COMPANY Liud. (AASC) (UNITED OIL
INC.}, a limited company organized and existing under the laws of
ARAR REPUBLIC OF SYRIA (hercinafter referred 1o as "ANWAR
AKKAD SONS COMPANY" or as "CONTRACTOR").
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WITNESSETH

WHEREAS, all minerals inciuding petroleum, existing in mines and
quarries in AR.E,, including the territorial waters, and in the seabed sub-
ject 1o its jurisdiction and extending beyond the territorial 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 re-
ferred to in Article 11, and described in Annex "A" and shown approxi-
mately on  Annex "B", which are attached hereto und made part hereof
(hereinafter referred to as the "Area") ; and

WHEREAS, "Anwar Akkad Sons Company” agrees to undertake its obli-
gations provided hercinafter as a CONTRACTOR. with respect to the
Exploration, Development and Production of Petroleum in North East
Esh El-Malaha AREA at The EASTERN DESERT ; and

WHEREAS, the GOVERNMENT desires hersby to grant such Conces-
ston; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with GA-
NQOPE, and with "Anwar Akkad Sons Company” as a CONTRACTOR in
the said Area.

NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE 1

DEFINITHONS

{a) “"Exploration” shall include such geological, geophysical, zerial 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 Pewrocleum or the
appraisal of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, maternials,
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 hmited to, all the
operations and activities pursuant to approved Work Programs and

Budgets under this Agreement with respect oo

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

of the status of a well, and

(it} design, engineering, construchion, mstatiation, servicing and
mamtenanice of equipments, IiﬁﬂS, systems  {acilities, plants
and related operations fo pm&u{}g and operate said development
wells, taking, saving, treating, handhing, storing, transporting
and delivering Petroleum, re-pressuring, recycling and other
secondary recovery projects, and

{iif) tan$poriation, szﬂfagé and any other work or  activities
necessary or anciliary to the activities specified i () and (i)

{¢} “Petroleurn” means Liguid Cruda Oil of vanc}uﬂ densities, asphalt,

{ias, camnghmd gas and all {}thﬂr hydrmarhﬂn $ubsi:m¢eﬁ that may

be found in, and produced, or otherwise obtained and saved from

the Area ynder this Agreement, and :al! substances that may be

extracted therefrom. |

{d} T"Liquid Cruode QU™ or "Crude O:if" or "Oil" means any hydrocarbon

produced from the Area which 1s.in a liquid state at the welthead

or lease S&pﬂi‘ﬁtﬂm- or which is extracted from the Gas or

casinghead gas in a plant. Such liquid state shall exist at sixty

dégn:ﬂs Fahrenheit (60°F) and atmospheric pressure of 14.65 PSIA,
-Buch term includes distiate and condensate,
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(e) "Gas" means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area
(other than Liquid Crude Gil) and all non-hydrocarbon substances
therein. Said term shall include residual gas, that Gas remaining
after removal of LPG.

(fy "LPG" means liquefied petroleum gas, which is a mixture
principally of butane and propane liquefied by pressure and
temperature.

(g) A "Barrel” shall consist of fﬂrty-twﬁ (42) Umted States gallons,

liquid measure, corrected 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 period of not more than
thirty (30) consecutive days where practical, but in any event
in accordance with sound and accepted industry production
practices, and verified by GANOPEL, 1s found to be capable
of producing at the average rate of not less than One
Thousand Five Hundred (1500) Barrels of o1l per day
(BOPD} unless otherwise agreed upon between Ganope and
Contractor. The date of discovery of a "Commercial Oil Well"
is the date on which such well is tested and completed
according to the above.

(2) "Commercial Gas Well" means the first well on any
geological feature which after testing for a 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
Twenty Million (20000000) standard cubic feet of Gas per
day (MMSCFD) unless otherwise agreed upon between
Ganope and Contractor. The date of discovery of a
"Commercial Gas Well" is the date on which such well is
tested and completed according to the above.

(i) "AR.E." means ARAB REPUBLIC OF EGYPT.
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)

(k)

(D

(m)

(n)

(0)

P)

"The Government” means the government of the Arab Republic of
Egypt represented by the minister of petroleum in this agreement .

"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.

(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 1% January to 31%
December.

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

"Tax Year" means the period of twelve (12) months according to
the laws and regulations of the A.R.E.

An "Affiliated Company" means a company:

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

(ii) which is the owmer directly or indirectly of share capital
conferring a majority of votes at stockholders’ meetings of a
party hereto; or

(iii) of which the share capital conferring a majority of votes at
stockholder's meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same
company. |

"Exploration Block” shall mean an area, the comer poimnts of which
have ‘to be coincident .with three (3)minutes by three (3) minutes
latitude and longitude divisions, according to the International Gnd

System-where possible or with the existing boundaries of the Area

covered by this Concession Agreement as sct out in Annex "A".
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(qQ)

(s)

(t)

(u)

"Development Block” shall mean an area, the comer points of
which have to be coincident with one ( 1 ) minute by one ( 1 )
minute latitude and longitude divisions, according to the
Intemational 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 production, the
comer points of which have to be coincident with one (1) minute by
on¢ (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 1t Annex "A'.

"Agreement” shall mean this Concession Agreement and its

Annexes.

"Gas Sales Agreement” shall mean a wrtten agreement between
GANOPE and CONTRACTOR ({as sellers) and GANOPE or EGPC
or The Egyptian Natural Gas Holding Company "EGAS" or a
mutually agreed party (as buyer), 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 ternperature of sixty degrees Fahrenheit (60° F).

(v) "EGPC" means Egyptian General Petroleum Corporation.

(w) "EGAS" means the Egyptian Natural Gas Holding Company.
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ARTICLE 1l
ANNEXES TO THE AGREEMENT

Annex "A® s a description of the Area covered and affected by this

Agreement, hercinafter referred 1o as the "Area™.

Annex "B" is a provisional illustrative map on the scale of approximately
i indicating the Area covered and affected by this  Agreement and

described in Annex A",

Annex “CY is the form of a Letter of Guaranty 1o be subritted by
CONTRACTOR ﬁ} GANOPE one (1) day before the time of signature by
the Minister of Petroleum of this Agreement, for the sum of Five million
U.S. Dollars ($3000000), guaranteeing the execution of CONTRACTOR s

mintmum Exploration obligations hereunder for the initial Three (3
years Exploration period. In case CONTRACTOR extends the initial
Exploration Period for two (2) additional successive periods of Two (2)
years each , each m sccordance with Article I (b) of thig Agreement,
simifar Letters of Guaranty shall be issued and be submitted by
CONTRACTOR on the day the CONTRACTOR exercises its option 1o
extend . The first such Letter of Guaranty shall be for the sum of Four
mitlion 11.S, Dollars {$4000000) and the second such Letter of Guaranty
stiall be for the sum of Three million U.S, Dollars ($3000000) Jess in
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both instances any excess expenditures of the preceding Exploration
penod permitted for carry forward in accordance with Article IV (b) third
paragraph of this Agreement. Each of the three Letters of Guaranty shall
remain effective for six (6) months after the end of the Exploration
period for which it has been issued except as it may be released prior to

that time in accordance with the terms thereof.

Annex "'D" is the form of a Charter of the Operating Company to 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 point of delivery
shall be located at the flange connecting the development lease pipeline
to the nearest point on the National Gas pipeline Gnid System as
depicted in Annex "F" or as otherwise agreed by GANOPE and
CONTRACTOR .

Annexes “A",. "B", "C", "D","E" and "F" to this Agreement are hereby
made part hereof, and they shall be considered as having equal force and

effect with the provisions of this Agreement.
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ARTICLE III
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 1nsofar as they are contrary to or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shall have the force of Law, an exclusive
concession in and to the Area described in Annexes "A" and "B".

(a)

(b)

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

An nitial Exploration period of Three (3) years shall start from the
Effective Date. Two (2) successive extensions to the initial
Exploration perniod, each of Two (2) years respectively, 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 pertod, as may be extended
pursuant to the provisions of Article V (a), and subject only to its
having fulfilled 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 Seven (7%) year of the Exploration period, as may be
extended pursuant to Article V {a).The election by GANOPE to
undertake a sole risk venture under paragraph {c) shall not extend
the Exploration period nor aftect the termination of this Agreement
as to CONTRACTOR.
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{c} Commercial Discovery:

(1} A Commercial Discovery - whether of Qil or Gas - may consist
of one producing reservoir or a group of producing reservoirs
which 15 worthy of being developed commercially. After
discovery of a Commercial Qi or Gas Well CONTRACTOR
shall, uniess otherwise agreed upon with GANOPE, undertake
as part of 113 Exploration program the appraisal of the discovery
by dritling one or more appraisal wells, to determine whether
such discovery iz worthy of being developed commercially,
taking into consideration the recoverable reserves, production,
pipeime and terminal facilites required, esttmated Petroleum
prices, and all other relevant technical and economic factors.

(11) The provisions laid down herein postulate the unity and mdivisibility
of the concepts of Commercial Discovery and Development

Lease. They shall apply uniformly to Oil and Gas unless
otherwise spectfred.

{111} CONTRACTOR shall give notice of 2 Commercial Discovery
to GANOPE immediately after the discovery is considered by
CONTRACTOR to be worthy of commercial development but
in any event with respect to a Commercial Oil Well not later
than thuty (30) days following the completion of the second
appraisal well or tweltve (12) months following the date of the
discovery of the Commercial Git Well, whichever is earlier or
with respect (o a Commercial (as Well not  later than twenty
four (24) months following the date of the discovery of the
Commercial Gas Well (unless GANOPE agrees that such
penod may be extended) except that CONTRACTOR shali also
have the nght to give such notice of Commercial Discovery
with regpect to any reservoir or reservoirs even if the well or
wells  thergon are not "Commercial” within the definition of
"Commercial Well” tf, m its opinion, a reservolr or a group of
reservoirs, considered collectively, could be  worthy of
commercial development.
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CONTRACTOR may also give a notice of a Commescial Oil
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 area of
Gas reserves, the estimated production potential and profile
and field hife.

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 data with a view to
mutually agreeing vpon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the
date GANOPE and CONTRACTOR jointly agree in wnung
that 2 Commercial Discovery exists. |

(iv) If Crude Qil is discovered but is not deemed by CONTRACTOR

to be a Commercial Oil Discovery under the above provisions
of this paragraph (c), GANOPE shall one (1) month after the
expiration of the period specified above within which
CONTRACTOR can give ndtice of a Commercial Oil
Discovery, or thirteen (13) months after the completion of a
well not considered to be a "Commercial Oil Well", have the
right, following sixty (60) days notice in writing to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and dispose of all Crude Oil from the geological teature
on which the well has been drilled. Said notice shali 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 CONTRACTOR may, in writing, elect to
develop such area as provided for in the case of Commercial
Discovery hereunder. In such event all terms of tms Agreement
shall continue to apply to the specified area.
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HOCONTRACTOR elects not to develop such area, the specific
area covenng 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 entitled 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 to three hundred percent (300%) of the cost it
has incomred  in carrying out the sole risk operations,
CONTRACTOR shall have the option, only in the event there
has been 8 separate Commercial Oil Discovery, elsewhere
within the Area, to share in 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 (1} revert to  the status of
an orcdipary Development Lease under this Agreement and
thereafter shall be operated in accordance with the terms hereof,
or {it} alternatively, in the event that at such time GANOPE or
its Affiliated Company is conduciing Development operations
in the arca at is sole expense and GANOPE elects (o continue
operating, the area shall remain set aside angd CONTRACTOR
shall only be entitled 10 1ts production sharing percentages of
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the Crude Ol as specified in Anticle VIi (b}, The sole risk
Crude Oail shall be valued in the manner provided in Arsticle VI
{c}. In the event of any termuination of this Agreement under
the proviswons of Article I (b}, this Agrecment shall, however,
continue (o apply to GANOPE's operations of any sole nsk
venture hereunder, although such Agreement shall have been
terminated with respect to CONTRACTOR pursuant to  the
provisions of Article Il {b) .

(d) {Conversion to a Development Lease:

(1) Following 2 Commercial Oil Discovery or a Commercial Gas
Discovery the extent 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 arga shall be
converted autornatically into a Development Lease without the
issue of any additional legal mstrument or permission.

(i} Following the conversion of an area (o a Development lLease
based on a Commercial Gas Discovery {or upon the discovery
of Gas in 3 Development lLease grunted following a
Commercial Ui Discovery), GANOPE and CONTRACTOR
shalt endeavor with difigence to find adequate markets capable
of absorbing the production of Gas and with respect 1o the local
markets, GANOPE shall advise CONTRACTOR of the potential
outlets for such Gas and the expecied annuazl schedule of
demand. Thereafter, GANQOPE and CONTRACTOR shall meet
with a view to assessing whether the outlets for such Gas and
other relevant factors warrant the development and production
of the Gas and in case of agreement the Gas thus made
available shall be disposed of to GANOPE or EGPC or EGAS
under a long-term Gas Sales Agreement in accordance with
and subject to the conditions set forth in Article VI .
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(iii) The Development period of each Development Lease shall be
as follows: |

{aa) In respect of a Commercial Oil Discovery, twenty (20)
years from the date of such Commercial Discovery plus
the Extension Period (as defined below) provided that, in
the event that, subseguent to the conversion of a
Commercial Oil Discovery into a Development Lease, Gas
is discovered in the same Development Lease and 1s used
or is capable of being used locally or for export hereunder,
the period of the Development Lease shall be extended
only with respect to such Gas, LPG extracted from such
Gas and Crude Oil in the form of condensate produced
with such Gas for twenty (20} years from the date of first
deliveries of Gas locally or for export plus the Extension
Period (as defined below) provided that the duration of
such Development Lease based 'on a Commercial Oil
Discovery may not be extended beyond thirty-five (33)
years from the date of such Commercial Oil Discovery
unless otherwise agreed 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 to apply for a new
Development Lease in respect of such Gas.

(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 is discovered in the same Development Lease,
CONTRACTOR's share of such Crude O1l from the
Development Lease (except LPG extracted from Gas or
Crude Qil in the form of. condensate produced with Gas)
and Gas associated with such Crude O1l shall revert
entirely to GANOPE upon the lapse of ~twenty (20) years
from the date of such Crude Oil Discovery plus the
Extension Period (as defined below).
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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 between
GANOPE and CONTRACTOR and subject to the approval
of the Minister of Petroleum.

CONTRACTOR shall immediately notity GANOPE of
any Oil Discovery but shall not be required to apply for a
new Development Lease in respect of such Crude Oil,

The " Extension Period” shall mean a period of five (5)
years which may be elected by CONTRACTOR upon six
(6) months wrntten request sent by CONTRACTOR to
GANOPE prior to 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 15
subject to the approval of the Minister of Petroleum.

(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 oil field practices and accepted petroleum engineering
principles, until the field is considered to be fully developed, it
being understood that if associated gas 1s not utihized, GANOPE
and CONTRACTOR shall negotiate i good faith on the best way
to avoid impairing the production in the interests of the parties.

In the event no Commercial Production of Oi1l in regular shipments
or Gas deliveries from any Development Block within four (4)
years from the date of the Commercial Oil Discovery, or from the
date of first Gas deliveries for local or export, such Development
Block shall immediately be relinquished, unless there is a Commercial
Oil or Gas Discovery on the Development Lease. Each Development
Block in a Development Lease being partly within the radius of
drainage of any producing well in such Development Lease shall be
considered as participating in the Commercial Production referred

to above.
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Development operations in respect of Gas and Crude Oil in  the
form of condensate or LPG to be produced with or extracted from
such Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme to djéposc of the Gas, whether for
export as referred to in Article VII 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 Gas is established in accordance with
such Gas Sales Agreement or scheme, the Development lease
relating to such Gas shall be relinquished, unless otherwise agreed
upon by GANOPE. '

If, upon application by CONTRACTOR it is recognized by
GANOPE that Crude Oil or Gas is being drained from the
Exploration block under this Agreement into a Development
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 costs 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 Areas. The production allocated to a
concession area shall be priced according to the concession

agreement covering that concession area.
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{fi CONTRAUTOR shall bear and pay all the costs and expenses
required in carrying out afi the operations under this Agreement but
such o815 and expenses shall not mciude any interest on
investment. CONTRACTOR shali jook only 10 the Petrolewn to
which it is entitled under this Agreement (o recover such costs and
expenses. Such costs and expenses shall be recoverable as provided
in Article VIL During the term of this Agreement and H3 renewal,
the total production achieved in the conduct of such operations shali
be divided between GANOPE and CONTRACTOR in accordance
with the provisions of Article ViL

(g) (1)

()

(3)

Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws and shall comply with the
requirements of such laws with respect 1o the filing of returng,
the assessment of tax, and keeping and showing of books and
TECOTUS.

CONTRACTOR shall be lisble to prepare the mcome fax
return statement. CONTRACTOR shall submit the tax return
staternent to GANOPE at least twenty five {23) days prior o
the due date of submitting thereof to the tax authonty,
GANOPE shall have the right 10 review the tax return in order
to accept the tax calculation therein. GANOPE shall provide
corunents on such return within fifteen (35) days of the date of
recetving the tax retum from CONTRACTOR. In any case
CONTRACTOR shall be responsible for submitting the tax
refurn to the tax authority withun the due date.

CONTRACTOR's annual income for Egyphian income fax
purposes under this Agreement shall be an amount calculated
as follows:

The total of the sums received by CONTRACTOR from the sale or
other disposition of ail Petroleum acquired by CONTRACTOR
pursuant 0 Article VII (a) and (b}



Yo A L Jupl VY 5 ) VY sl — T Sl 5 3

£Y

2 Lt 14 et
it il 3t Ol mally G IS —
o AaLdlBsldl e () Tdil) Uiy 3 bad ¢ g Lot dady — ¥
s wapd Lpnda abadly i IS 3l 20 Gaasd] dy ol jails
s Aoy ;}f* {-‘-:-F_:i
=h-Jlj
Naze Jolid] e dimzad! & puall Joadl i i) Lolacs Uil
{2 godl] o Zeolad] 3301 3 2 A1 20 BIG
s i gl g S I Ealls o piall ol laie Nl 2%
G IS Choia ) Ay Zmglaadl 53U e (1) 5, ¢ s
i o old Aty Shaze a8 ¢ dadd VN OV A sy wildyalls
R CCPOWORAY ) I PRIR  NUFDRET (3 3+ N
iy Al oda azis coludandl i 5k Aikastl Syl oldy e
adlm; prind] ol o Laghad 520 o (1) 3,2800 i LgaSimy Y
g peadl S R (35306 p Y Sy il 25 55
Sl Dy iy cacs dldy J;Lﬂ! f-""L.' ksl 3 AT 3 0 g Janreis — &
&:ﬂiJjﬁ.,legﬁmedUiJ Jalill Lo Liserd! 3y mal!
prazs . Raplad! Bstll ks Oldeadl 3 Jaazudl 2y 40 Baedls
Rty Wors s 428 Tty 9 WLT el v i Lgdis 81 (it pall
il
g3 St pall docemeaall Ky H ¥ LY dala! bty o gin 00%5 — 0
I (b Tt iz K JS e Sy oAl &y el il iy s
ot Ssbiall sl LW Gyt ol e Ungs (A<} pens
opn By0l VLYl 0db 355 ol ey« Lt doy puial! D]
ULl o 15 gl Wl U Lopnas Dnsnniedl Lo ptalt ol
- colarYade B diale a5 A

S alalieal



EF YA T el WY 5 () VY sl = e
Reduced by:

(1) The costs and expenses of CONTRACTOR;

(i) The value as determined according to Article VII (¢}, of
GANOPE's share  of the Excess Cost Recovery Pefroleum
repaid to GANOPE in cash or in kind, if any,

Plus:

An amount equal to CONTRACTOR's Egyptian income taxes
grossed up in the manner shown in Article VI of Annex "E” .

For purposes of above {ax deductions in any Tax Year, Article
Vil {a) shali apply only in respect of classification of costs and
expenses and rates of amortizaiion, without regard to the
percentage limutation 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
ot controlled by Article VI {a} as above gualified shall be
deductibie tn  accordance with the provisions of the Egyptian
Income Tax Law.

(4) GANOPE shall assume, pay and discharge, in the name and
on behalt of CONTRACTOR, CONTRACTOR's Egyptian
mcome tax out of GANOPE's share of the Petroleum produced
and saved and not used in operations under Article VI Al taxes
paid by GANOPE in the name and on behalf of CONTRACTOR
shall be considered income to CONTRACTOR.

(3} GANCPE shall furnish to CONTRACTOR the proper official
receipts  evidencing the payment of CONTRACTORS
Egyptian income tax for each Tax Year within ninely {(90)
days following the receipt by GANOPE 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.
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(6} As used herein. Egyptian Income Tax shall be inclusive of all

(7)

income taxes payable in the A.R.E. (including tax on tax) such
as the tax on income from movable -capital and the tax on
profits from commerce and indusiry and inclusive of taxes
based on income or profits indiuding all dividends, withholding
with respect to shareholders and other taxes imposed by
the GOVERNMENT of A.R.E. on the distribution of income
or profits by CONTRACTOR,

In calculating its A.R.E. 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 behalf,

ARTICLE IV
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 CONTRACTOR's use all
seismic, wells and other Exploration data in GANOPE's
possession with respect to the Area as GANOPE is entitled to
so do.

(b) The tinitial Exploration pertod shal be Three (3) vears.

CONTRACTOR may extend this Exploration period for two(2)
successive extension periods each of Two (2) years respectively,
in accordance with Article III (b), each of which upon at least
thirty (30) days prior written notice to GANOPE, subject to its
expenditure of its minimum Exploraton obligations and of its
fulfillment of the drilling obligations hereunder, for the then
current period.
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CONTRACTOR shall spend a minimum of Five million U.S.
Dollars ($5000000) on Exploration operations and activities
refated thereto during the initial Three (3) year Exploration
penod, provided that CONTRACTOR shall perform 50 square
KM? of 3D and drll one (1)} firm well at least, however
CONTRACTOR at its sole decision shall perform 100 KM of
2D, and dnll another two (2) option wells. For the first Two (2)
years extension period that CONTRACTOR elects to extend
beyond the initial Exploration period, CONTRACTOR shall
spend a minimum of Four million U.S. Dollars ($4000000)
provided that CONTRACTOR shall perform 50 square KM?
of 3D and drill Two (2) wells, For the second Two (2) years
extension perntod that CONTRACTOR celects to extend beyond
the first extension period, CONTRACTOR shall also spend
a mimimum of Three million U.S. Dollars ($3000000) provided
that CONTRACTOR shall drill Two (2) Wells .

Shﬂuldl CONTRACTOR spend more than the minimum
amount required to be expended or drill more wells than the
minimum required t0 be drilled during the initial Three (3)
years Exploration period, or during any period thereafter, the
excess may be subtracted from the minimum amount of money
required to be expended by CONTRACTOR or minimum
number of wells required to be drilled during any succeeding
Expioration period(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
Three (3} years of the initial Exploration period, having
expended less than the total sum of Five million U.S. Dollars
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(c)

($3000000) on Exploration or in the event autl the end of the
Three (3) vears, CONTRACTOR has expended less than
said sum m the Area, an amount equdl to the difference
between the said Five miilion U.S. Dollars ($3000000) and the
amounl actually spent on Exploration shall be paid by
CONTRACTOR 10 GANOPE at the time of surrendering or
within six (6) months from the end of the Three (3) vear of the
initial Exploration period, as the case may be. Any expenditure
deficiency by CONTRACTOR at the end of any additional
pertod for the rcasons above noted shall similarly result in a
pavment by CONTRACTOR to 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.

Without prejudice to Article TH (b), in case no Commercial Oil
Discovery is established or no notice of Commercial Gas
Discovery is given by the end of the Seven (7™} year, as may
be extended pursuant to Article V {(4) or in case
CONTRACTOR surrenders the Area under this Agreement
prior to such time, GANOPE shall not bear any of the
aforesaid expenses spent by CONTRACTOR.

Al least four (4) months prior to the beginning of each Financial
Year or at such other times as may mutually be agrced 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.
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The Exploration Work Program and Budget shall be reviewed
by a joint commitiee to be estabhished by GANOPE and
CONTRACTOR after the Effective Date of this Agreement,
This Committee, heremmafter referred to 2s the "Exploration
Advisory Committee”, shall consist of six (0} 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 Commitice shall review and give
such advice as it deems approprigie with respect to the
proposed Work Program and Budget, Following review by the
Exploration Advisory Commilttee, CONTRACTOR shall make
such revisions as CONTRACTOR deems appropriate and submit
the Exploration Work Program and Budget to GANOPE for its
approval.

Following such approval, it is further agreed that:

(1} CONTRACT OR shall not substantially revise or modify
said Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of GANOPE;

{ii} In the event of emergencies involving danger of loss of
lives or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alleviate such danger. Such expenditure shall be
considered in all aspects as Exploration Expenditure and
shall be recovered pursuant {o the provisions of Articke
Vi hereof.

(d} CONTRACTOR shali advance all necessary funds for afl

materials, equipments, supplies, personnel administration
and operations pursuant to the Exploration Work Program

and Budget and GANOPE shall not be responsibie to bear
or repay any of the aforesaid costs,
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() CONTRACTOR shall be responsible for the preparation and
_ performance of the Exploration Work Program which shall
bc implecmented in a workmanhke manner and consistent

with good industry practices.

Exbapt as “is appropriate for thc processing of data,
specialized laboratory engineering and development studies
thereon, to be made in specialized centers outside A.R.E.
subject to GANQOPE's approval, all geological and geophysical
studies as well as any other studies related to the
verformance of this Agreement, shall be made in the A R.E.

CONTRACTOR shall entrust the management of Exploration
operattons 1n the A R.E. to its technically competent
General Manager and Deputy General Manager. The names
of such Manager and Deputy General Manager shall, upon
appointment, be forthwith notified to the GOVERNMENT
and to GANOPE. The General Manager and, in his
absence, the Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient powers to carry out
immeciiately all tawful written directions given to them by
the GOVERNMENT or its representative under the terms of
this Agreement. All lawful regulations i1ssued or hereafter to

be 1ssued which are applicable hereunder and not 1n cqnﬂict
with this Agreement shall apply to CONTRACTOR. -

(f) 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
available for inspection by GANOPE at any time during-
regular working hours for three (3) months from the date of
receiving each statement.
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Within the three (3) months from the date of receiving such
Statement, GANOPE shall advise CONTRACTOR in
wrting if it considers:

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

(2) that the costs of goods or services supplied are aot in
line with the intermational market prices for goods or
services of sirmilar 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 furmished 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.

Any reimbursement due to GANOPE out of the Cost
Recovery Petroleum as a result of reaching agreement 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
Article VI (a) (2) and Annex "E" of this Agreement (i.e., the
date of rendition of the relevant Cost Recovery Statement)
to the date of payment. The LIBOR rate applicable shall be
the average of the figure or figures published by the
Financial Times representing the mid-point of the rates (bid
and ask) applicable to one month U.S. Doliars deposits in
the London Interbank Eurocurrency Market on each
fifteenth (15%) day of each month occurring between the
date on which the disputed amount(s) would have been paid
to GANOPE and the date on which it 1s settlied.
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It the LIBOR rate is available on any fifteenth (15%) day
but s not published in the Financial Times in respect of
such day for any reason, the LIBOR rate chosen shall be that
offered by Citibank N.A. to other leading banks in the
London Interbank Eurocurrency Market for one month ULS,
Doltar deposits.

if such fifteenth {15™) day is not a day on which LIBOR

rates arg quoted i the London Interbank Eurocurrency

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

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

(g} CONTRACTOR shall supply all funds necessary for ifs

{h)

operations in the AR.E. under this Agreement in freely
convertible cwrrency from abread. CONTRACTOR shall
have the right 1o freely purchase Egyptian currency i the
amounts necessary for its operations in the ARE. from
GANOPE or from any bank authonzed by the GOVERNMENT
to conduct {oreign  currency exchanges. Prority shall be
given (0 GANOPE to purchase the foreign currencies from
CONTRACTOR at the same applicable rate and date as
such cisrencies may be purchased from the National Bank
of Egvpt,

GANOPE is authorized to advance to CONTRACTOR the
Egyptian currency required for the operations under this
Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. Dollars at the official AR.E. rate
of exchange, such amount in U.S. Dollars shall be deposited
i an GANOPE account abroad with a correspondent bank
of the National Bank of Egypt, Cairo. Withdrawals from
said account shali be used for financing GANOPE's and #is
Affilisted Companies’ foreign cumency requirements subject
{0 the approval of the Minister of Petrofeum.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY:

At the end of the Three (3) years 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 converted to Development Leases uniess otherwise agreed upon
between GANOPE and CONTRACTOR so as to enable the
relinquishment requirements to be precisely fulfilled.

At the end of the Five (5) years after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an additional
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 converted to Development Leases unless otherwise agreed
upon between GANOPE and CONTRACTOR so as to enable the
relinquishment requirements to be precisely fulfilled.

Without prejudice to Articles ITI and XXIII and the last three
paragraphs of this Article V (a), at the end of the Seven (7) year
of the Exploration penriod, CONTRACTOR shall relinquish the
remainder of the Area not then converted to Development Leases.

It is understood that at the time of any relinquishment the areas to
be converted into Development Leases and which are submitted to
the Minister of Petroleum for his approval according to Article Il {d)
shall, subject to such apprﬂval be deemed converted to Development
Leases.
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CONTRACTOR shall not be required to relinquish any
Exploration Block or Blocks on which a Commercial Oil or Gas
Well 15 discovered before the f}eﬁlﬂd of time referred to in  Article
It (¢} given to CONTRACTOR to determine whether such Well is
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
to Article III (c), and without prejudice to the requirements of
Article III (e).

In the event at the end of the initial Exploration period or either of
the two successive extensions of the initial éxplnratinn period, 2
well 15 actually dnlling or testing, CONTRACTOR shall be
allowed up to six (6) months to enable it to cliiscover a Commercial
O1l or Gas Well or to establish a Commercial Discovery, as the case
may be. However, any such extension of up to six (6) months shall
reduce the length of the next succeeding Exploration period, as
applicable, by that amount.

VOLUNTARY:

CONTRACTOR may, voluntarily, during any period relinquish all
or any part of the Area in whole Exploration Blocks or parts of
Exploration Blocks provided that at the time of such miunta}y
relinquishment 1ts Exploration obligations under Article IV (b)
have been satisfied for such period.

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

Following Commercial Discovery, GANOPE and CONTRACTOR
shall mutually agree upon any area to be relinquished thereafter,
except for the rehinquishment provided for above at the end of the
total Exploration period.
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ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, GANOPE and CONTRACTOR may
form in the A.R.E. an operating company pursuant to Article VI (b)
and Annex (D) (hereinafter 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 to the
laws and regulations in force in the A.R.E. to the extent that such
laws and regulations are not inconsisient 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 iaws
and regulations as now or hereafter amended or substituted:

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

- Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and lLimited liability

companies;

- Law No. 97 of 1983 promulgating the law concerning public sector

organizations and companies;

- Law No. 203 of 1991 promulgating the law on public business

sector companies; and

- Provisions of part 2 of Chapter 6 of Law No. 88 of 2003, organizing

dealings in foreign currencies.
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(b)

(c)

(d)

The Charter of Operating Company is hereto attached as Annex
"D". Within thirty (30) days after the date of Commercial Oil
Discovery or within thirty (30} days after signature of a Gas Sales
Agreement or commencement of a scheme to dispose of (Gas
(unless otherwise agreed upon by GANOPE and CONTRACTOR),
the Charter shall take effect and Operating Company shall
automatically come in{n existence without any further procedures.
The Exploration Advisory Committee shall be dissolved forthwith
upon the coming into existence of the Operating Company.

Ninety (90) days after the date Operating Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and Deveiopment
for the remainder of the year in which the Commercial Discovery
is made; and not later than four (4) months before the end of the
current Financial Year (or such other date as may be agreed upon
by GANOPE and CONTRACTOR) and four (4) months preceding
the commencement of each succeeding Financial Year thereafter (or
such other date as may be agreed upon by GANOPE and
CONTRACTOR), Operating Company shall prepare an annual
Production Schedule, Work Program and Budget for {further
Exploration and Development for the succeeding Financial Year.
The Production Schedule, Work Program and Budget shall be
submitted to the Board of Directors for approval.

Not later than the twentieth (201) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of its
total cash requiretnents for expenditure for the first half and the
second 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.
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(f)

Payment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph (e) below on the
first (1) day and fifteenth (15%) day respectively, or the next

following business day, if such day is not a business day.

Operating Company i1s authorized to keep at its own disposal
abroad 1n an account opened with a correspondent bank of the
National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for
transferring to a local bank in the ALR.E. the required amount to
meet the expenditures in Egyptian Pounds for Operating Company

in connection with its activities under this Agreement.

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

balance outstanding at the end of the Year.

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 excess be used by the Operating Company or

CONTRACTOR from a Development Lease or adjacent concession
area related to the CONTRACTOR, GANOPE shall use the excess
capacity if it so desires without any financial or operational

disadvantage 1o the CONTRACTOR or Operating Company.
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ARTICLE VI
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING
(a) (1) Cost Recovery Petrolenm:

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs, expenses and
expenditures in respect of all the Exploration, Development and
related operations under this Agreement to the extent and out
of Thirty percent (30%) of all Petroleum produced and saved
from all Development Leases within the Area hereunder and not
used in Petroleum operations. Such Petroleum is hereinafter

referred to as "Cost Recovery Petroleum”.

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

shall apply:

1. "Expiuratinn Expenditures” shall mean all costs  and
expenses for Exploration and the related portion of indirect
expenses 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 expenditures are not normally

depreciable.
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However, Operating Expenses shall include workover, repatr
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, renewals or major overhauling that extend the
hife of the asset.

Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum in the following manner:-

(1) "Exploration Expenditures”, including those accumulated pnor
to the commencement of initial 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 percent (20%) per annum starting either mn 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.

{if) "Development Expenditures”, including those accumulated
orior fo the commencement of mitial 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 percent (20%) per annum  starting either in the Tax
Year in which such expenditures are incurred and paid or the
Tax Year in which mitial Commercial Produchon commences,

whichever 18 the later date.
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{iii}) "Operating Expenses”, incurred and paid after the date of
imitial Commercial Production, which for the purposes of thig
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 either in the Tax Year in which such
posts and expenses are incurred and paid or the Tax Year in
which initial Commercial Production occurs, winchever s the

Jater date.

{iv) To the extent that, in a Tax Year, costs, expenses or expenditares
recoverable per paragraphs (i), 11} and (i) preceding, exceed
the value of all Cost Recovery Petroleurn for such Tax Year,
the excess shall be carmied forward for recovery m the next
succeeding Tax Year(s) until folly recovered, but in no case

after the termination of this Agreement, as to CONTRACTOR,

{v} The recovery of costs and expenses, based upon the rates
referred to above, shall be allocated to each quarter
proportionately {one fourth to each quarter). However, any
recoverable Costs and expenses not recovered 1 one quarter as
thus allocated, shall be carried forward for recovery in the next

quarter,
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{2} Bxcept as provided in Article VI {a) (3) and Article VH {2} (1),
CONTRALTOR shall each quarter be entitled 1o take and own
all Cost Recovery Petroleum, which shall be taken and disposed
of in the manner determined pursuant to Article VI (e}, To the
extent that the wvalue of all Cost Recovery Pevrpleum [as
determined n Asticle VH {(¢}] exceeds the actual recoverable
costs and expenditures, including any carry forward ander
Article Vi1 {a) {1) (iv), o be recovered in that quarnier, then the
value of such Excess Cost Recovery Petroleum shall be paid by
CONTRACTOR 1o GANOPE either {1} i1 cash i the manner
set forth in Article TV of the Accounting' Procedure contained m
Annex "E" or (11) in kind in accordance with Article ViI{a) (3).

{3} Ninety (90} days prior 1o the commencement of zach Calendar
Year GANQOPE shall be entitled to elect by notice 1n writing to
CONTRACTOR to require payment of up to one hundred
percent {100%) of all the Excess Cost Recovery Petroleum
{Ganope’s right) in kind. Such payment will be in Crude Gil
from the Area F.O.B. export terminal or other agreed dehivery
point provided that the amount of Crude Oil taken by GANQOPE
in kind in a quarter shall not exceed the value of Cost Recovery
Crude (i} actually taken and separately disposed of by
CONTRACTOR from the Area during the previous quarter. if
GANQOPE's entitlement 1o receive payment of His share of
Excess Cost Recovery Peroleuwm mn dand is fimnted by the
foregoing -provision, the balance of such entitlement shall be
pard in cash. ‘

(b) Production Sharing
(1) The remaining Seventy percent (70%) of the Petroleum shall
be divided between GANOPE and the CONTRACTOR sccording

to the following shares: Such shares shall be taken and
disposed of pursuant to Article VII {e):
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{i} Crude Qil
Crude Oil produced and CANGPE CONTRACTOR
saved under this Agreement SNHARE SHARL

and not used 1 Petroleum
operations. (BOFD)

{quarteriy average)

That portion or increment
up to 3000 BOPD. {84%) (16%)

That portion or increment

More than 3000 and up (85%} {15%:
to 16000 BOPD,

That portion.or mcrement

More than 10000 and up (86%) . (14%)
to 25000 BOPD.

That portion or increment
More than 25000 and up (B8%) {12%)
to 50000 BOPD,

That portion or increment
More than 50000 and up {G0%) {10%)
to 100000 BOPD.
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(i) Gas and LPG
Gas and LPG prodyced and GANOPE CONTRACTOR
saved under this Agreement SHARE SHARE
and not used tn Petroleum
operatiens (SCHD)

{quarterly average}

That portion or increment
up o less than 150 {849} {1693
MMSCFPD.,

That portion or increment |
from 130 MMSCFPD {85%} {15%)
and above.

{2y 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 seliers) shuall render 1o
GANOPE or BGPC 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
{715%) of the Contract gquaatities of Gas as established by the
applicable Gas Sales Agreement {the "Shortfall™}, provided the
Gas is available. Within sixty (60} days of receipt of the
statement, GANOPE or EGPC or EGAS {as buyer) shall
pay GANOPE and CONTRACTOR (as seilers) for the amount
of the Shortfall, if any. The Shortfall shall be mncluded in
GANOPE's and CONTRACTOR s eniitiernent to Gas pursuant
to Article VI {a) and Anticle VI (b) in the fourth (4%) quarter
of such contractual vear.
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Quantities of Gas not taken but to be paid for shall be recorded
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 enutiement to (Gas
pursuant {0 Article VII (a) and (b). CONTRACTOR shall have
no rights to such Make Up Gas.

If at the end of any Contract year, GANOPE and CONTRACTOR
(as sellers) fail io deliver seventy five percent (75%) of the
annual contract quantity of Gas 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 quantity of Gas 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 of Gas shall be priced at minety percent (90%)
of the Gas price as defined in the Gas Sales Agreement. The
mechanism for the Deliver-or-Pay concept will be determined 1n

the Gas Sales Agreement,

The percentages set forth in Article VI (a) and (b) in respect of
LPG produced from a plant constructed and operated by or on

behalf of GANOPE and CONTRACTOR shali apply to all LPG
avatlable for delivery.
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(c)

Valuation of Petroleum:

Crude Oil:

(1)

(1)

(11)

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

"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 wetghted average(s) shall
be sales of comparable quantities on comparable credit
terms in-freely convertible currency from F.O.B. pomt of
export sales to non-affiliated companies at arm's length
under alf Crude Oil sales contracts then in effect, but excluding
CrﬁdepOil sales contracts involving barter, and

(1) ,iSales, whether direct or indirect, through brokers or
otherwise, of GANOPE or CONTRACTOR to any
Affiliated Company.

(2) Sales involving a quid pre quo other than payment
in a freely convertible currency or motivated
whole or in part by considerations other than the
usual economic incentives for commercial arm's
length crude oil sales.

(ii1) It is understood that in the case of "C.I.F." sales, appropnate

deductions shall be made for transport and insurance
charges to calculate the F.O.B. point of export price; and
always taking into account the appropriate adjustment for
quality of Crude Oil, freight advantage or disadvantage of
port of loading and other appropriate adjustments. Market
Price shall be determined separately for each Crude Oil or
Crude Qil mix, and for each port of loading.
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(tv) If during any calendar quarter, there are no such sales by
GANOPE and/or CONTRACTOR under the Crude Oil
sales contracts in effect, GANOPE and CONTRACTOR
shall mutually agree upon the Market Price of the barrel
of Crude O1l to be used for such quarter, and shall be
guided by all relevant and available evidence including
current prices in freely convertible currency of leading
crude oils produced by major oil producing countries (in
the Arabian Gulf or the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts terms but excluding paper sales and sales
promises where no crude oil 1s delivered, to the extent
that such sales are effected under such terms and
conditions {(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
disﬁdvantage of port of loading and other appropriate
adjustments, as the case may be, for differences in gravity,
sulphur, and other factors generally recognized by sellers
and purchasers, as reflected in crude prices, transportation
ninety (90) days insurance premums, unusual fees borne
by the seller, and for credit terms in excess of sixty (60)
days, and the cost of loans or guarantees granted for the

benefit of the sellers at prevailing interest rates.

It is the intent of the Parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for such Crude Onl.
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(v} If either GANOPE or CONTRACTOR considers that the
Market Price as determmed under sub-paragraph (i)
above does not reflect the prevailing Market Price 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 afler
the end thereof, any party may elect at any time
thereafter to submt to a single arbitrator the question,
what single price per barrel, in the arbitrator’s judgment,
best répresents for the pertinent quarter the Market Price
for the Crude Qil in question. The arbitrator shall make his
determination as soon as possible 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.

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 submt 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 {o 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 shail be promptly sent to the other.
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‘The arbitrator shall be as nearly as possible a person with
an established reputation in the mmtermmational petroleum
industry as an expert in pricing and marketing crude oil in
mternational commerce. The arbitrator shall not be a
citizen of a country which does not have diplomatic
relations with any partners of this agreement. He may not
be, at the time of selection, employed by, or an arbitrator
or ¢consultant on a continuing or frequent basis to, the
Arnerican Petroleum Institute, the Organization of the
Peiroleum Exporting Countries or the Organization of
Arab Petroleum Exporting Cﬂun:ﬂﬂ: or ¢ consultant on a
confinuing basis to GANOPE, CONTRACTOR or an
Affiliated Company of either, but past occasional
consultation with such companies, with other petroleuns
companics, governmental agencies or ¢rganizations shall
not be a ground for disqualification. He may not have
been, at any time dunng the two (2) years before
selection, an employee of any petroleum company or of

any governmendat agency or organization,

Should a selected person decline or be unable 1o serve as
arbitrator or should the position of arbitrator fall vacant
prior 1o 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 arbitratosr.



Yo A G byt VY 3 ) AN el - L a2 A

kel e T2 da Y LSy 015 3Uol (Sl L0
Ul 3 Cult pan 29ke Zanyg g 5 - & datadl 20 fadl
Al 0 o e+ Olanll ol @lptall s Sl e
wobaghas ol Ul o 3pie Tl ZaiVe o Loses o iy
oSodl mae slitall 3 TR 5 i oo IS 2 55504
Gk oF oRonadd am &t Jo s DK SULe o e s
o lilY 5 Cogioe e JS Salassi g0 3 i e T pian T3y
ok Lagets JO JIS0 Lo 1 piplasll 3 piom a3 3] Sl
T I L ) N g R e 1 T
i oM L Sbdall ol phally GUL I Sy Uy
oSondlig o (A 5 i pF &yl Lol o oLkl 5 g
.ﬁlmilgawlc;.;muﬁmf
it bl Bl a5 o8 ade Gl G puad] e Gl s 5~
st "Gl a” e GV o ] 2330 ey iald Bz
Wl 3 pSodl i pug sl s o 35 o sl S5 5 oy
| I PSS WWER JU (B I % W W
o3 W3 ¢ bl il g UG gl g ¢ BB R
gt 35U go L3 ¥R e Dpd Bl bl a3 ohs
BUT 3 ey okl ] G lins s et bl o
G350 Y Al Bl L3 adadl ol e Ly (7Y, 0)
SLT L EY BB PR ISR RESAE PRt FIRE RV
BTN e P



4

YA K Sl VY 5 (aB) 4N sl = e Ji B

W ol

The arbutrator 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
shail be free to evaluate the extent to which any contracts,
dgata or information is substantiated or pertinent
Representatives of GANOPE and CONTRACTOR  shall
have the right to consult with the arbitvator and furnish
him writien materials provided the arbitrator may impose
redasonable limitations on this nghtt 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 shalt be provided
access to crude oil sales contracts and related data and
information which GANOPE and CONTRACTOR or their
trading companies are able (0 make yvailable 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
apphcabie, the Market Price. agreed for the quarter
preceding the quarter in question shall remain temporanly
in effect. In the event either QGANOPE or CONTRACTOR
shoudd meur 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 (2.3%:) per annum rate provided for in Article IV
{f} from the date on which the disputed amount(s) should
have been puid to the date of pavment.
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{2} Gasand LPG

(1} The Cost Recovery and Production Sharing Gas Price will be

(11)

agreed upon between CONTRACTOR and GANOPE or
EGPC or EGAS after the Commercial Discovery and before
converting an area to a Development Lease(s) according to the
average prevailling Gas price of the Mediterranean region at
that time. Except Gas for export (LNG), where production
shanng Gas price will be at net back price.

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

o the f{ollowing formula {unless otherwise agreed between

GANOQOPE and CONTRACTOR):

- F }
42.96 % 108

PLPG = O9SPR-(JX0RS %

Where

PLPG = LPG price {separafely determined for Propane and

Butante) in U.S. Dollars per metric ton.

PR

The average over a period of a month of the figures
representing the mid-point between the high and low
prices in U.S. 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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J = BTU's removed from the Gas stream by the LPG plant
per metric ton of LPG produced.

F = a value in LS. Dollars per meinic ton of the crudce ol
of Guif of Suez Biend "FOB Ras Shukheir” A.RE.
cailculated by referring to "Platt’s Oilgram Price Report”
during a month under the heading "Spot Crude Price
Assessment for Suez Blend”, This value refiects the
total averages of the published low and high values
for a Barrel during such month divided by the number
of days in such month for which such values were
quoted. The value per metric ton shal} be calculated

on the basis of a conversion factor to be agreed upon
annually between OANOPE and CONTRACTOR.

In the event that "Platt's LPGaswire" is issued on certain days
during 4 month but not on others, the value of (PR) shall be
calculated using only those issues which are published dunng
such month. In the &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
published 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

FOR from the Mediterranean Arca,
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Such valuation of LPG is based upon delivery at the delivery
point specified in Article VI (g) {2) (1),

(i1} The prices of Gas and LPG so calculated shall apply during

the same month.

{ivy The Cost Recovery and Production Shares of Gas and LPG
disposed of by GANOPE and CONTRACTOR other than (o
GANOPE or EGPC or EGAS pursuant to Asticle VII {e) shall

he valued at their actual realized price .
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 2 forecast setting out & total quantity of Petrolewm that
Operating Company estimates cap be produced, saved and
iransported hereunder during such calendar semester in accordance

with good il and gas industry practices.

QOperating Company shall endeavor to produce each calendar
semester the forecast quantity. The Crude Oif shall be nun 1o
storage tanks or offshore loading facilities constructed, maintained
and operated according to GOVERNMENT Regulations, by
Operating Company in which said Crude Oil shail be metered or
otherwise measured for royalty, and other purposes required by tus
Agreement. Gas shall be handled by Operating Company in

accordance with the provisions of Article VH (e},
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{e} Pispesition of Petroleum:

(1) GANOPE and CONTRACTOR shall have the right and the
obligation 10 separately take and freely export or otherwise
dispose of, currently all of the Crude Oif to which each 18
entitied under Article VII (a)} and (b). Subject to payment of
sums due to GANOPE under Article VI {8} 2} and Articie
IX, CONTRACTOR shall have the right 10 remit and retain
gbroad all funds acquired by it including the proceeds from the
sale of its share of Petroleum.

Notwithstanding anvthing 1o the contrary under this Agreement,
priority shall be given to meet the requirements of the
ARE market from CONTRACTOR's share under Article
Vil (a) & (b) of the Crude Oil produced from the Ares and
GANOPE shall have the preferential right to purchase such
Crude Oil at a price to be detenmined pursuant to Article VH {¢).
The amount of Crude Ol so purchased shall be a portion of
CONTRACTOR's share under Atticle VI {(a) & (b). Such
amount shall be proportional to CONTRACTOR's share of the
total production of crude oll from the concession areas in the
AR.E. that are also subject to GANOPE's prefercntial nght to
purchase. The payment for such purchased amount shall be
made by GANOPE in US. Dollars or in any other freely
convertible currency remittable by CONTRACTOR abroad.

It is agreed upon that GANOPE shall netify CONTRACTOR,
at least forty-five (45) days prior to the beginning of the
Calendar Semester, of the amount to be purchased during such
sernester under this Article VI {e)} {1 ).
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{Z) With respect to Gas and LLPG produced from the Area:
{1} Priority shall be given 10 meet the requirements of the

local market as determined by GANOPE.

{(ii) In the event that (GANOPE or EGPC or EGAS is to be

the buyer of Gas, the disposition «of Gas to the local
markets ag indicated above shall be by virtue of long term
(as Sales Agreemenis to be entered into between GANOPE
and CONTRACTOR (as sellers) and GANOPE or EGPC
or EGAS {as buver).

(GANOPE and CONTRACTOR (as sellers) shall have the
obligation to deliver Gas to the following point  where
such (Gas shall be metered for sales, rovalty, and other
purposes required by this Agreement:

{a} In the event no LPG plant is consiructad 1o 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 Annex "F" hereto, or as otherwise agreed by
GANOPE and CONTRACTOR.

(b} In the event an LPG plant is constructed (0 provess
such Gas, such Gas shall, for the purposes of
valuation and sales, be metered at the inlet to such
LPG Plant. However, notwithstanding the fact that
the metering shall take place at the LPG Plant
inlet, CONTRACTOR shall through the Operating
Company build a pipeline suitable for transport of
the processed Gas from the LPG Plant outlef 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
Vil {a} by CANOPE, and its cost shall be financed
and recovered by CONTRACTOR as Development

- Expenditures pursuant to Article V.
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(i11)) GANOPE and CONTRACTOR shall consult together 1o
determine whether to build an LPG plant for recovering
LPC from any Gas pm{iubeci hereunder. In the event
GANOPE and CONTRACTOR decide to build such a
piant, the plant shall, as is appropriate, be in the vicinly
of the point of delivery as determined in Article II and
Arucie VIKe}2(it), The delivery of LPG for, royaity and
other purposes required by this Agreement shall be at the
outiet of the LPG plant. The costs of any such LPG plant
shall be recoverabie in aceordance with the previsions of
this Agreement unless the Minister of Petroleum agrees
to acceierated recovery.

{1v) GANOPE or EGPC or EGAS (as buyer} shall have the
option to elect, by minety (90} days prior written notice to
GANQOPE and CONTRAUCTOR {as sellers), whether
payment for the Gas which is subject to a Gas Sales
Agreement between GANOPE and CONTRACTOR (as
sellers) and GANQPE or EGPC or EGAS (as buyer) and
LPG produced from a plant constructed and operated hjr
or on behatf of GANOPE and CONTRACTOR, as valued
in agcordance with Agticle VI {¢), and to which
CONTRACTOR is entitled under the Cast Recovery
and Production Sharing provisions of Aricle VI of
this Agreement, shall be¢ made 1) in ¢cash or 2) in kind.

Payments in cash shall be made by GANQPE or EGPC or
EGAS {as buyer) at intervals provided for in the
relevant Gas Sales Agreement in ULS. Dollars, remittable
by CONTRACTOR abroad.
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Payments in Kind shall be calculateg by converting the
value of Gas and LPG to which CONTRACTOR 1s
entitied into equivalent barrels of Crude O 1o be taken
concurrently by CONTRACTOR from the Area, or to the
extent that such Crude 0Ol is insufficient, Crude Ot} from
CONTRACTOR's other concession areas or such other
areas as may be agreed. Such Crude O shall he added to
the Crude Oi]l that CONTRACTOR is otherwise entitled
to Hift under this Agreement. Such equivalent barrels
shall be calculated on the basis of the provisions of
Article VII {¢) relating to the valuation of Cost Recovery
Crude Oil.

Provided that:

(aa) Payment of the value of Gas and LPG shall always be

made in cash in U.S. Dollars remittable by CONTRACTOR
abroad to the extent that there i1s 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 above to the extent that

payments in cash are not made by GANOPE.

Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRACTOR's Cost Recovery
Petroleum, shall be included in CONTRACTQOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article IV of Annex "E” of this
Agreement.
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(vi)

e il Myl

Should GANOPE or EGPC or EGAS {as buyer) fail 10
enter into a long-term Gas Sales Agreement with (GANOPE
and CONTRACTOR (ss sellers) within four {4} vears
from a notice of Commercial (as Discovery pursuant {0
Article 1[I, GANOPE and CONTRACTOR shall have the
right to take and freely dispose of the quantty of Gas and
LPG in respect of which the notice of Commercial
Discovery is given by exporting such Gas and LPG,

The proceeds of sale of CONTRACTOR's share of Gas
and LPG disposed of pursuant o the above sub-paragraph

(v) may be freely remitted or retained abroad by
CONTRACTOR.

(vii) In the event GANQPE and CONTRACTOR agree (0 accept

new Gas and LPG producers (o join in an ongoing export
project, such producers shall have to conintbute a fair and
equitable share of the investment made.

{viii) (a2} Upon the expiration of the four (4) year penod

referred to in Article VI (e) (2) (v},
CONTRACTOR shall have the obligation to exert
its reasonable efforts to find an export market for
{133 reserves,

(bb) In the event at the end of the four (4) year period
referred (o under Articie VH (e} {2} (v},
CONTRACTOR and GANOPE have not entered
into  a (Gas Sales Agreement, CONTRACTOR
shall retain its rights to such Gas reserves for a
further period of up to four (4) years, subject 1o
Article VI {2} {2} {viii¥{ce), during which peniod
GANOPE shall attempt 10 find 2 market for Gas
reserves.
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in the event that CONTRACTOR i3 not exporting
the 5as and CONTRACTOR has not entered into
a Gras Sales Agreement pursuant to Article VII (e)
{2} prior 0 the expiry of eight {8) vears from
CONTRACTOR's notice of Commercial Gas
Piscovery, CONTRACTOR shall surrender the
(as reserves in respect of which such notice has
been given, It being understood that CONTRACTOR
shall, &t any time prior (o the expiry of such eight (8)
years period, surrender  the  Gas reserves, if
CONTRACTOR s 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 tuke into consideration the
relevant technical and economic factors o enable
a commercial contract including :

- A sufficient delivery rate.

- Dehivery pressure 1o enter the National Gas Pipeline

Grid Systemn at the point of delivery.

- Delivered Gas quality specifications not more

stringent than those imposed or required for the
National Gas Pipeline Gvid System.

- The Gas prices as specified in the Gas Sales

Agreement .

{dd) In the event that CONTRACTOR has not entered

into a Gas Sales Agreement pursuant to Article
VIl {g) (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 (xas or failing agreement with GANOPE on gas
disposal at the expiration of eight (8) years,
CONTRACTOR shall sumender to GANOPE
such Development Lease (5} in which Gas
discovery 1s made.
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{ix} CONTRACTOR shall not he obligated to sumrender 3
Development Lease based on a Commercial Gus Discovery,
if Crude Oil has been discovered i commercial quantities
in the same Development Lease.

Operations:

If following the reversion to GANOPE of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following surrender of rights to Gas
hereunder, CONTRACTOR retains rights to Crude Qil 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 muy be} may only be camed oul by
Cwperating Company which shall act on behalf of GANQPE alone,
unless CONTRACTOR and GANOPE 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 hftings from the agreed
upon point of ¢xport.

ARTICLE VI
TITLE TO ASSETS

{a} 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 shali become the property of GANOPE as soon as it 18

purchased.

() Tile to fixed and movable assets shall be transferred

automatically and graduaily from CONTRACTOR to GANOPE
as they become subie¢! o recovery in accordance with the
provisions of Article VI, however the full title to fixed and
movable assets shall be transferred  automatically from
CONTRACTOR to GANOPE when its total cost has been
recovergd by CONTRACTOR in accordance with the provisions
of Article VII or at the time of termunation of this Agreement
with respect to all assets chargeable to the operations whether
recovered or not, whichever first oceurs.
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The book value of the assets creasted during each calendar
quarter shall be commumcated by CONTRACTOR 1w
GANOPE or by Operating Company to GANOPE and
CONTRACTOR  within thirty (30) days of the end of each

quarter.

{b} During the term of this Agreement and the renewal period GANOPE,

CONTRACTOR and Operating Company are entitled to the full use
and enyoyment of all fixed and movable assefs referred to sbove in
connection with operations hereunder or under any other Petroleum
concession agreement entered o by the Parties, Proper accounting
adiustment shall be made. CONTRACTOR and GANQPE shaH not
dispose of the same except with agreement of the other,

(¢) CONTRACTOR and Operating Company may freely import into the

AR.E., use therem 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 limited 1o
the lease of computer hardware and software.

ARTICLE IX
BONUSES

{a} CONTRACTOR shall pay to GANOFPE as a signature bonus the sum

(b)

of Two million U.S. Dollars (32000000 ) on the Effective Date,

CONTRACTOR shall pay to GANOPE the sum of Three miflion
U.S. Dollars {$3000000) as a production bonus when the total
average daily production from the Area first reaches the rate of Frive
thousand (5000) Barrels of oil per day or equivalent for a period of
thirty {30} consecutive producing days. Paym&ﬁt will be made
within fifteen (15) days thereafter.
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{¢)

(d)

CONTRACTOR shall also pay to GANOPE the additional sum of
Three million US. Dollarg (33000000} as a production bonus when
the total average daily production from the Area first reaches the
ratg of Ten thousand (10000 ) Barrels of otl per day or equivaient
for a period of thinty {30) consecutive producing days. Payment will

he made within fifteen {15) days thereafter.

CONTRACTOR shall also pay to GANOPE the additional sum of
Three mitiion U8, Dollars { $3000000) as s production bonus when
the total average daily production from the Asea first reaches the
rate of Twenty Five thousand (23000) Barrels of oil per day or
equivalent for a period of tharty (30} consecutive pmdueing days.

Payment will be made within fifteen {13) days therealter.

() CONTRACTOR shall also pay to GANOPE the additional sum of

()

Five million U.S. Doliars ($5000000) as a production bonus when
the total average daily production from the Area first reaches the
rate of Fifty thousand {50000} Barrels of o1} per aay or equivalent
for a period of thirty (30) consecutive producing days. Payment will

be made within fifteen (15) days thereafter.

CONTRACTOR shall also pay to GANOPE the additional sum of
Three million US. Doellars { $3000000) as a production bonus wheg |
the total average daily production from the Area first reaches the
rate of One Hundred Thousand (100000) Barrels of ot per day or
equivalent for a period of thirty (30) comsecutive producing days.

Payment will be made within fifteen (15) days thereaiter.
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(g} CONTRACTOR shall also pay to GANQPE the additional sum of

Five mithon U.S. Dollars { 35000000} when the cumulative production
reaches fifty (50} Million Oi] Barrels or equivalent.

{1y CONTRACTOR shall alsc pay to GANOPE the additional sum of

{1}

()

(k)

Ten muilton US. Dollars ($100006000) when the cumulative
production reaches One Hundred (100) Million Oil Banels or
equivalent.

CONTRACTOR shait pay to GANOPE as a bonus the sum of Two
million U.S. Dollars ($2000000 ) upon approval to enter into the
five (3) vear extension penod pursuant (0 Article I} paragraph {d)
{111} {bb).

CONTRACTOR shall pay to GANOPE, one day pnor the
Governmental approval, as an assignment Bonus, the sum of Two
mubion U.5. Doliars {$2000000) but in all cases the assignment
bonus amount should not be less than (10%) of the total assignment
deal Value whichever 1s higher, {except assignment o affihated
COMPANICS ).

CONTRACTOR shall pay to GANOPE in each financial year the
sum of not less than One Hundred thousand ($3100000) United States

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

{1} All the above mentioned bonuses shall in no event be recovered by

CONTRACTOR.

(m) In the event that GANOPE elects to develop any part of the Area

pursuant to the sole nisk provisions of Article HI {¢} (iv)}, production
from such sole risk area shall be considered for the purposes aof this
Article IX only if CONTRACTOR exercises its option to share in
such production, and only from the initial date of sharing.
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(n) Gas shati be taken into account for purposes of determining the total
average daily production from the Area under Article IX {(b-f) by
converting daily Gas delivered imto equivalent barrels of daily Crude
Uil production in accordance with the following formula

MSCF x H x 0.167 = equivalent barrels of Crude Qil
where

MECE one thousand Standard Cubic Feet of (Gas.

4

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

ARTICLEX
OFFICE AND SERVICE OF NOTICES

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

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR  with sufficient power {0 carry .out immediately all
ocal written directions given to them by the Government or its
representatives under the terms of this Agreement. AH lawful regulations
issued or hereafter to be issued which are applicable hereunder and not
tn conflict with this Agreement shall apply to the duties and activities of
the Gieneral Manager and Deputy General Manager,

All matters and notices shall be deemed to be validly served which are
dgelivered to the office of the General Manager or which arg seat to him
by registered mail to CONTRACTOR's office in the ARE.

Al matters and notices shall be deemed 1o be validly served whicl} are
deliverad to the office of the Chairman of GANOPE or which are sent to
him by registered mail at GANOPE's main office in Cairo,



v Y.

Yoo G Jopl VY 3 b)WY sl = a5y 8
( s daladt BALH)
B janil! £ 3¢ Joidl e ALY

340 Uidy Za s ook La WL Jsess of ot deally Lastilt 38,401 Jde (D)
FPS IO I PP a5 pad ity cul helio b hnsally dale Rduay 3 puill
eyl ol bl cllee < L U8 ot o M i cf G
o ehes ol il of B G RSl s« st 5T papsdl 51 peandl
I JUTTCR JUNE-0 SO 2% T SN 5 SRR U B PO EOECHN 3 S BV
5T el B ol ) il ] 5l

G gSidd il oldanlls RSN 3800 0005 ¢ B S o JLSad e (o)
] e e Simalty 21 Lt e g e Lylae

anie Sl 55 e A Y Laland] L oS Sl OV Lty ()
rlasl ooV LB el pdl ne doly 3pue lanzals ¥ 2H B3 3 Fadaza
o realydl e dady 3per Jlamzal Suld ol Sadaze Gilib e Jy ]!
st Lelat 5] K S e Re Wil e Joadl ny ¥ S0y <35
K phn g b Lpomon o

UNER R SO T R CH E I I TN JC7 O Y - G- -+ B L g% | N PR Y
TasSdd J ULt 0dn Justs + i e JS o G gy (1ol
(¥.) oD IS wll3y Lo il figd saad] Lol ! b lana¥T e Lgdte o
w_,._j clgttean ¥t Lal L CULI s e dpnadd 0,1 00 Loy
o oamil] 3388a 5350 of et 2L e LWL Raolb! s g VT
o o gal] da S S8R S g AJ‘,.ullul:;ﬂ&_...q-

S Bileall ln g Iy il e G s Lo rtilud! 5085 5 s ()
PERTFPEIPIFS IV FORA B WS FYRCATOR, (PARTY WL S8 P U
Ll b)) oblalt dald) 10 2 ola ke Sl 2l



VYA L o VY 3 () VY el - R By 2

e PR bl bbbl

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

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

(b)

gencrally accepted methods i use in the ol and gas  industry to
prevent loss or waste of Petroleum above or under the ground in any
form during dritling, producing, gathering, and distributing or storage
operations. The QGOVERNMENT has the right 1o prevent any

operation on any  well that 1t might reasonably expect would result

in loss or damage to the well or the Oil or Gas field.

Upon completion of the drilling of a productive well, QOperating
Company shall inform the GOVERNMENT or its representative of
the tme when the well will be tested and the preduction rate
ascertaned.

(¢} Except in instances where multiple producing formations in the same

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

{d} Operaung Company shall record data regavding the quantities of

(e)

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. Datly or weekly statistics
regarding the production from the Area shall be available at all
reasonable tmes for examination by authorized representatives of
the GOVERNMENT,

Duily drilling records and the graphic logs of wells must show the
quantity and type of cement and the amount of any other materials
used in the well for the purpose of protecting Petroleum, gas bearing
or fresh water sirala.
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b

(f)

{a}

{b)

I ity

Any substantizi change of mechanical conditions of the well after its
completion shall be subject to the approval of the represcntative of
the GOVERNMENT.

ARTICLE X¥H
CUSTOMS EXEMPTIONS

GANOPE, CONTRACTOR, and Operating Company shall be
permitted 1o import and shail be exempted from customs duties, any
taxes, levies or fees (including fees imposed by Ministenal Decision
No. 254 of 1993 issued by the Minister of Finance, as now or
hereafter armnended or substituted) of any  natuwre 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 fo be used 1 operations), ¢lectric appliances, air
condittoners for  offices, field housing and facilitics, elecironic
appliances, computer hardwure and software, as well as spare paris
requiredi for any of the imported items, all subject to a2 duly approved
certtficate issued by the responsible representative nominated by
GANQPE 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 automantcally
resudt in the importation and the exemption without any further
approval, delay or procedure. h

‘Machmery, equipment, apphances and means of {fransport and
trangportation imported by GANOPE's, CONTRACTOR's and
Qperating 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
Reledase Systermn” without payment of customs duties, any taxes,
levies or fees (ncluding fees imposed by Ministertal Decision No,
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{c)

254 of 1993 issued 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 stems are required for conducting the
operations pursuani to this Agreement. Items (excluding cars not to
be used in ﬂpcrﬁtiﬂns) set out in Article XI {a) imported by
GANQOPE'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
certificd by an GANUPE responsible represetitabive [o be used for
conducting ﬂperati{:-ns pursuant to this Agreement,

The expatriate employees of CONTRACTOR, Operating 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 AR.E. However, personal household
goodls and fumiture (including one (1) car) for each expatriate
empioyee 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
letter to the appropriate customs aothorities by CONTRACTOR or
Operating Company approved by an GANOPE responsible
representative that the imported items are imported for the sole use
of the expatriate employee and his family, and that such imported
items shall be re-exported outside the A.R.E. upon the repatriation of
the concerned expatriate emplovee.
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{(d} Items imported into the A RE. whether exempt or not exempt from
customs duties and other-anciliary taxes and charges hereunder, may
be exporied by the importing party at any time after obtaining
GANOPE's appraval, which approval shall not be unrgasonably
withhﬂiﬁ} without any export duties, taxes or charges or any {axes of
charges from which such items-have been already exempt, being
applicable. Such items may be sold within the A.-R.E. after obtaining
the approval of 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
according to the condition and value of such items and the tariff
applicable on the date of sale, unless such items have already
been sold to an Affiliated Company of CONTRACTOR, if any, or
GANOPE, having the same exemption, or uniess title to such items
{excluding cars not used in operations) has passed to GANQPE.

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

CONTRACTOR shall be entitled to reimbursement of its
unrecovered cost, H any, in such items and the excess, if any, shall
be paid to GANQPE,

{e) The exemption provided for in Artcle X1 {a} shall not apply to any
imported 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 (1Q0%) of the cost of the imported item,
before customs duties but after freight and insurance costs, if any,
have been added,
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(f) 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 XIII
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS
(a) GANOPE, CONTRACTOR and Operating Company shall each

maintain at their business offices in the A .R.E. books of account, in
accordance with the Accounting Procedure in Annex "E" and
accepted accounting practices generally used 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 1n United States Dollars.

Operating Company shall furmsh to the GOVERNMENT or its
representatives monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or its representative and
shall be signed by the General Manager or by the Deputy General
Manager or a duly designated deputy and dehivered to the
GOVERNMENT or its representative within thirty (30) days after

the end of the month covered 1n the return.

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



VoA o bl VY i ) A el = B Jliag ] VY

vl eyl ) bbb

oo\ Ry il Sl Sty P, ¥ iy Gl gl J5lall Lak ()
oo zs A\ s il Tl oy dng g (£) Tyl Satonts ¥t g b 4
ﬂ%iwﬁﬁ&%ﬂi@id&yﬂ;%;t PR W

Lol bl bl 3T Al 513 M 3 i ML i
, Saltir £ onits ol tpaiSiar e AT Sl BV T Sty 0 G ]

( i it BT

Wy 3 RS S il

B i 8 Ll o el il 28,201 Jlal] gy s (1
o al ] Obdealt Yd it $8.55 Sy ALY 0l gl S0 Jib
rPC R U R FURER DUX | U 1| £ g1 I T L W X1 |
spal b Lgakte of B St il WS 41 25t iyl Wiy Lghae
s gt by ] Lol 20l UL, Sl Jall o U pkid]
in b L] LA gl ool olbaddty Sl 36,20 05, 2o
R SREY O | T LN VU W TYYS L (3, Ldc Xl 3ol

o3 5ad Lol of lhanally sl 28, 205 Sy Bkt s somoms ()
e i pny iyl isall o B S Jay « 3ong Al pna
PRIY SN P PRSP EJPPY PUETR JIPLIY | PN [0 PP EREEIN
I PCT NS PUOUYS DR SRR ISERUE: FE O = VR DS [ § VOUYS 3
2ol LaginL,8Y Lagal o colibaally 22080 28,200, Jylall Lpds Joamy
Loy Sbh 3 ont el 03 gl B el e i) Tale piad Loy
| | PRIV

sttt 1 Juf s 55 g 2B g e Sl il pbiar Ul S ()
o La el e Sl Wt Lhonyy i I Lo Lms U Jta oda?
cells UM s iy gl



Y YA Sl VY () VY sl - e a4

(C)

CONTRACTOR shall 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 shatl be certified by an Egyptian certified

accounting firm.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

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

(b)

(c)

times while. this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR and/or
Operating Cumpany shall fumnish 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 indicated in this
Article XIV in accordance with its role as specified in Article VI.

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 in the
manner directed by the GOVERNMENT. All sampies 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.

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.
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{d) 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 comparable record, if available, is
maintained in the AR.E. and provided that such exports shall be
repatriated to A.R.E. promptly following such processing or analysis
on the understanding that they belong to GANOPE.

(e) Dunng the penod 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 nght to observe the operations being
conducted and to inspect all assets, records and data kept by
CONTRACTOR. GANOPE's representative, 1n exercising its rights
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
limited to, geological and geophysical reports, logs and well surveys)
information and interpretation 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 Seven (71) year of the Exploration
period or the date of termination of this Agreement, whichever is the
earlier, show any other party un-interpreted basic geophysical and
geological data {such data to be not less than one (1) year old unless
CONTRACTOR agrees to a shorter period, which agreement shall
not be unreasonably withheld) with respect to the Area, provided that
the GOVERNMENT and/or GANOPE may at any time show
another party such data directly obtained over or acquired from those
patts of the Area which CONTRACTOR has relinquished as long as
such data is at least one (1) year old.
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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 indempify the GOVERNMENT and/or GANOPE
against all damages for which they may be held hable on account of any
such operations. CONTRACTOR should respect and adhers 10 all current
and future laws and decrees of environment and anfiquities issued and
applied i Arab Republic of Egypt.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives. of the GOVERNMENT shall have
access to the Area covered by this Agreement and 1o the Operations
conducted thereon. Such represenialives may examine the books,
registers and records of GANOPE, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and fests
for the purpose of enforcing this Agreement. They shall, for this purpose,
be entitled to make reasonable use of the machinery and imstruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise dicectly or indirectly
from such ase, Such representatives shall be given reasonable assistance
by the agents and employees 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 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 Article XIV (e) any and all information
obtained by the GOVERNMENT or its representalives under this Article
X V1 shall be kept confidential with respect to the Area.
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ARTICLE XVil
EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

{a} It 15 the deswre of GANOPE and CONTRACUTOR that opematons
hereunder be conducted in a business-hke and efficient mmnner:

(1} The expatnate administrative, professional and techmcal
personnel emploved by CONTRACTOR or Operating Company
and the personnel of #s coniractors for the conduct of the
operations hereunder, shall be pranted a residence as provided
for in Law No. 89 of 1960 as amended and Ministerial Order
No. 280 of 1981 as amended, and CONTRACTOR agrees that
all imynigration, passport, visa and employment regulations of
the ARE., shall be applicable w0 all alien emplovees of
CONTRACTOR working in the A RE.

{2) A minimum of twenty-five percent (25%) of the combined
safaries and wages of each of the expatriate administrative,
professional and technical persornel employed by CONTRACTOR
or Operating Company shall be paid monthly in Egyptian
Currency.

(b)Y CONTRACTOR and Operating Company shall each select its
emplovees and determine the number thereof, to be used for
operations hereunder.

{c} CONTRACTOR, shall after consultation with GANOPE, prepare amd
carry out specialized training programs for all its A.R.E. employees
engaged in operations hereunder with respect to  applicable aspects
of the petroleum industry. CONTRACTOR and Operating Company
undertake to replace gradually their non-executive cxpatriate siaff by
gualified nationals as they are available,



Yoo A Joaf VY () VY il - B S VYA

o Limele Uiiae Dolaced Jylall iy « Comdl Jolpn oy dhin D £ 3T ()
b oo (o il gl 3 LN 5 piadd i i)l g i g
Bl iy o ieaidly ondl Slidany slasts bags &) aglall oS0, Iyl
HAEEEES ) e e S5 gl ol 0o il Y1 AIS cOlS 15 e
s > LILs i JS' 3 L&__,..-’il‘iwilal.ﬁ_,ll WP STV FY
Coge (¥ 0¥ D 3 seall s oyt ity o gl o3l « 3,20
AT 1in pds b Cigid Gy U oy ¢ AU Lol el LU g5 Ay
SN Sl s e Vs (Ve el e ) i Bl 5,055 e had) o
- oAl b L) 3 8k L 1S5 YT duasu]
( Juas Enalllr Ball!)
lglily puitglit
VAOP dxd VY 5 0l Lty LUl A8, Jyl! paiy (1) '
Sty VA0N AL AR o3, 55t Jual] Caie YV BoUT e Lt )
ookl ¢ o] 5 STy 2Dy oo}l Ul el 3 s ¢ 2ok 350000
ool o Saradl 35l e TSl LSUSYH iy Linis o5
i jlnze Ll 5l LMaitns 51 pll 0ds o (sl 5,85 Y1 1,
 ESUYI 0 o gects o Ao b
YR ORD: o Sy Sldaally 2Ll 28,205 Jytall piabes (2)
sheas 35 Loy O oo lagele Dy 05 Loy Dudoiaadl asmdy 2l L
el Bglaony Ghazs it 51 uilsd o Do



WA Y AL LAY S () VY sl = Ras )] a4

(d) During any of the Exploration phases, CONTRACTOR shall give

mutually agreed numbers of GANOPE employees an opportunity to
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 One Hundred thousand (U.S.$100000) United
States Dollars 1 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 One
Hundred thousand (U.5.% 100000) United States Dollars allocated
for training, be paid directly to GANOPE for such purpose.

ARTICLE XVIII
LAWS AND REGULATIONS

CONTRACTOR and Operating Compagy shall be subject to Law
No. 66 of 1953 (excluding Article 37 thereof) as amended by Law
No. 86 of 1956 and the regulations 1ssued 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 A.R.E. provided that no regulations, or modification or
interpretation thereof, shall be contrary to or inconsistent with the

provisions of this Agreement.

(b) CONTRACTOR and Operating Company shall be subject to the

provisions of the Law No. 4 of 1994 concemnin g the environment and
its executive regulation as may be amended, as well as any laws or
regulations may be i1ssued, concerming the protection of the

environment.
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{c)

{d)

4

i b i nnkub b

Except as provided in Article IIi {g) for Income Taxes, GANOPE,
CONTRACTOR and Operating Company shall be exempted from
all taxes and duties, whether mmposed by the GOVERNMENT or
mumcipalities including among others, Sales Tax, Value Added Tax
and Taxes on the Exploration, Development, extracting, producing,
exporting or transporting of Petroleum and LPG as well 48 any and
all withholding taxes that might otherwise be imposed on dividends,
mnterest, technical service fees, patent and trademark royalties, and
sirnilar itemns. CONTRACTOR shall also be exempted from any tax
on the hquidation of CONTRACTOR, or distributions of any income
to the shareholders of CONTRACTOR, and from any tax on capital,

The rights and obligations of GANOPE and CONTRACIOR
hereunder, and for the effectfive term of this Agreement shall be
governed by and 1 accordance with the provisions of this Agreement
and can only be altered or amended by the written mutual agreement
of the said contracting parties in the same procedures by which the
original Agreement has been issued. |

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

GANOPE, CONTRACTOR, Operating Company and their respective
contractors and sub-contractors shall for the purposes of this
Agresment be exempted from all professional stamp duties, imposts
and levies imposed by syndical laws with respect to their documents

©"and activities hereunder.
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(g} All the exemptions from {he'appliﬂaliun of the AR.E. lawg 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
eftect or hereafier amended or substituted. |

ARTICLE XIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to the
conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect
the economic  inferest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remil 0 the ARE. the proceeds from sales of CONTRACTOR's
Petrojeum, CONTRACTOR shall notify GANOPE of the subject
legislative or regulatory measure and aiso the consequent effects upon
issuing legislation or regulation which impact on the stabilization. In
such case, the Parties shall negotiate possible medifications to this
Agreement designed (o restore the economic balance thereof which
existed on the Effective Date.

The Parties shall use their best efforts to agree on amendments o 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.

~ In case of the parties’ failure to solve the disputes, Article XXIV of this
Agreement shall be applied.
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ARTICLE XX
RIGHT OF REQUISITION

(a) In case of national emergency due to war or imminent. expectation of

(b}

{c)

war Or internal causes, the GOVERNMENT may requisition ail or
part of the production from the Area obtained hereunder and require
Operating Company to increase such production to the utmost
possible maximum. The GOVERNMENT may also requisition the
(nl and/or Gas field iiself and, if necessary, related faciiitics,

In any such case, such requisition shall not be effected except 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 requisition of production shall be effected by Ministerial Order.
Any requisition of an Oil andfor Gas field, or any related facihties
shall be effected by a Presidential Decree duly notified to GANQPE
and CONTRACTOR.

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

shall indemnify in full GANOPE and CONTRACTOR for the peniod
duning which the requisition 18 maintained, mcluding:

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

{2} Full repayment each month for all Petroleum extracted by the

GOVERNMENT less the royally 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 asbroad. The price paid ©
CONTRACTOR for Petroleum iaken shall be calculated in
accordance with Article VII ().
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ARTICLE XXI
ASSIGNMENT

(a) Neither GANOPE nor CONTRACTOR may assign to a person, firm

or corporation, in whole or in part, any of its rights, privileges,
duties or obligations under this Agreement either directly or
indirectly without the written consent of the GOVERNMENT and in
all cases priorily shall be given to GANOPE if it so desire to obtain
the inlerest intended (o be assigned (except assignment to affiliated
companies) subject to paragraph (e) of this Article.

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

(c)

the following conditions must be fulfilled:

(1) The ﬂblligatiﬂns of the assignor deriving from this Agrecment
must have been duly fulfilled as of the date such request is
made.

(2) The proposed assignee or assignees must submit rcasonable
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,

(e)

the assignor together with the assignee shall be jointly and severally
ltable for all duties and obligations of CONTRACTOR under this
Agreement.

Once the assignor and a proposed third party assignee, other than an
Aftiliated 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 nght to acquire the interest intended to be assigned, if
within sixty (60) days from 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.
I[f GANOPE does not deliver such notification within such sixty (60)
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. In this case, or in the case that
Ganope elect to waive its right to obtain the interest intended to be
assigned in a written notification to the Assignor, the Assignor will
be obliged to pay to Ganope, one day prior the governmental
approval, as an assignment Bonus, the sum of Two million U.S.
Dollars ($ 2000000 ), but in all cases the assignment bonus amount
should not be less than (10%) of the total assignment deal Value.
Whichever is higher. {(except assignment to affiliated companies)

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 for International Petroleum
Negotiators to finalize such agreement within one hundred and
twenty (120) days from GANOPE's notification, If GANOPE and
CONTRACTOR cannot agree on a joint operating agreement within
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such one hundred and twenty (120) day period, the assignor shall
have the nght to assign to the proposed third party assignee, subject
to the Government approval under paragraph (a) of this Article.

ARTICLE XXI1

BREACH OF AGREEMENT AND POWER TO CANCEL

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

(1)

(2)

(3)

(4)

(5)

(6

If 1t knowingly has submiited any false statements to the
GOVERNMENT which were of a maiterial consideration for
the execution of this Agreement;

If it assigns any interest hereunder conftrary to the provisions of
Article XXI;

It it 15 adjudicated bankrupt by a court of competent
jurisdiction;
It 1t does not comply with any final decision reached as the

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

If 1t intentionally extracts any mineral other than Petroleum not
authorized by this Agreement or without the authonty of the
GOVERNMENT, except such extractions as may be unavoidable
as the result of the operations conducted hereunder in accordance
with accepted petroleum industry practice and which shall be
notifted to the GOVERNMENT or its representative as soon as
possible; and

If 1t commits any matenial 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
CONTRACTOR in accordance with the provisions of this
Agreement, and, in the event of such canceliation,
CONTRACTOR, shall have the right to remove from the Area

all its personal property.
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{by If the GOVERNMENT deems that one of the aforesaid causes
{other than a force majeure cause referred to in Article XXIT) 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 recetpt of which is acknowledged by him or by his legal agents,

to remedy and remove such cause; but if for any reason such
service 18 impossible due to unnotified change of address, publication
in the Official Joumal of the GOGVERNMENT of such notice shall
be considered as valid service upon CONTRACTOR. If at the end of
the saad minety (90) 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, resuits
from any act or omission of one party, cancellation of this
Agreement shall be cffective only against that party and not as
against any other party hereto.

ARTICLE XXI}XI
FORCE MAJEURE

(a} The non-performance or delay in performance by GANOPE and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and {0 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)

(c)

(d)

"Force Majeure” within the meaning of this Article XX11I, 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
is beyond the reasonable control of GANOPE and CONTRACT OR,
or either of them.

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall mcur 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 iniltial 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
heréunder 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
jurnisdiction of the appropnate courts of A.R.E. to settle any dispute
arising on the interpretation or the execution of any term of this
Agreement according to the Egyptian laws.

Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereof between
GANOPE and CONTRACTOR shali be settled by arbitration in
accordance with the Arbitration Rules of the Cairo Regional
Center for Intemationai Comniercial Arbitration in effect on the date
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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, according to
Law No. 27 of 1994 with respect to the civil and commercial articles
and its amendments by laws no. 9 of 1997 and 8 of 2000.

(¢) 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
appomnting 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
A.R.E. or Arab Republic Of Syﬁa and of a country which has
diplomatic relations with both A.R.E. and Arab Republic of Syria
and who shall have no economic interest in the Petroleum business

of the signatories hereto.
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(f)

Unless otherwise agreed by the parties to the arbitration, the

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

{g)} The decision of the arbitrators shall be final and binding upon the

(h)

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

Egyptian Law shall apply to the dispute except that in the event of
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 Arabic and
English Ianguages'.

GANOPE and CONTRACTOR may agree that if, for whatever
reason, arbitration in accordance with the above procedure cannot
take place, or-1s likely to take place under circumstances for
CONTRACTOR which could prejudice CONTRACTOR's right to
fair arbitration, all disputes, controversies or claims ansing out of or
refating to this Agreement or the breach, termination or invalidity
thereof shall be settled by ad hoc arbitration in accordance with the
UNCITRAL Rules in effect on the Effective Date.

ARTICLE XXV
STATUS OF PARTIES

(a) The nights, duties, obligations and liabihties 1in 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.

(b) CONTRACTOR shall be subject to the laws of the place where it 18

incorporated regarding its legal status or creation, organization,
charter and by-laws, shareholding, and ownership.
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CONTRACTOR's shares of capital which are entirely held abroad
shall not be negotiable in the A.R.E. 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 application of Law No. 159 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 cbligations of CONTRACTOR under this
Agreement.

ARTICLE XXVI
LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and therr
contractors shall:

(a) Give prority to local contractors and sub-contractors, including

(b)

GANOPE's Affiliated Companies as long as their performance 1s
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 locally manufactured matenal, equipment,
machinery and consumables so long as their quality and time of
delivery are comparable to internationally available matenal,
equipment, machinery and consumables. However, such matenal,
equipment, machinery and consumables may be imported for
operations conducted hereunder 1f the local pnice of such ttems at
CONTRACTOR's or Operating Company's operating base in A.R.E.
is more than ten percent (10%) higher than the pricc of such
imporiled items before customs duties, but after transportation and
insurance costs have been added.
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ARTICLE XXV
ARABIC TEXT

The Arabic version of this Agreement shall, before the appropriate
courts of A R.E. be referred to in cewmstruing or interpreting this
Agreement; provided | however, that in any arbitration pursuant 1o
Article XXIV herein above between GANOPE and CONTRACTOR
the English and Arabic versions shall both be referred 1o as having
equal force in constrizing or interpreting this Agreement.

ARTICLE XXVIII
GENERAL

The headings or fitles {o each of the Articles to this Agreement are
solely for the convenience of the parties hereto and shall not be use:d
with respect to the interpretation of said Articles.

~ ARTICLE XXIX.
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding upon any of the partics hereto
unless and until & law is issued by the competent authonities of the
A R.E. authorizing the Minister of Petroleum to sign this Agreement
and giving this Agreement full force and eftect of law notwithstanding
any countervailing Governmental enactment, and the Agreement is signed
by the GOVERNMENT, GANOPE, and CONTRACTOR.

ANWAR AKKAD SONS COMPANY Ltd. (UNITED OIL INC.)

GANOUB EL-WADI HOLDING PETROLEUM COMPANY

Ef Y
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THE ARAB REPUBLIC OF EGYPT
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
GANOUB EL-WADI HOLDING PETROLEUM COMPANY
AND
ANWAR AKKAD SONS COMPANY Ltd. (UNITED OIL INC.)
IN
NORTH EAST ESH EL-MALAHA AREA
At |
The EASTERN DESERT
A.RE.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is a provisional illustrative map at an approximate scale of
1: 2000000 showing the Area covered and affected by this Agreement,
the Coordinates of the corner points of the Area are described in table "1"
attached hereto .

- The Area measures approximately 138 square kilometers of surface
Area. 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.

- Tt is to be noted that the delineation lines of the Area 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. |

- CONTRACTOR shall not be allowed to drill any vertical well or
establishment foundation or construct any building over the surface of
the Shadowed Area (the area awarded to tourism investments)
described on the attached map (Annex "B" of this Agreement) which
its Coordinates are described in table No. "2" and considered with the
mentioned map (Annex "B") as an integral part of this agreement.
Shadowed tourism restricted area, Up & Down stream activities, should
be conducted utilizing the deviated or honizontal drilling from the
surrounded open area within the agreed concession boundary defined in
table No. "1" attached hereto.
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Coordinates of the corner points of the Area are given in the following
table which forms an mntegral part of Annex "A™:

BOUNDARY COORDINATES
OF
NORTH EAST ESH EL-MALAHA AREA
At
The EASTERN DESERT

Table No. (1)

el e [

: O The Shore Line
2T7°36°00.000" 1 3373241 228" South East to Point 2

i 279953 606" 1 13°36'00.000° | South to Point 3

ik i e i bbb S e}

_ 2?“2?'{}@{}{}{}" 33‘#3610{)‘{}{}0" West to Point 4

s b )
& = x el i

27°27'00.000" | 33°33'00.000" | North Weast to Point 3

r B

27°36'00.000" | 33°25'30.000" | Bast to Pomt |
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Coordinates of the comer points of the Area are ziven in the following
tuble which forms an integral part of Annex "A™

BOUNDARY COORDINATES
- OF
THE SHADOWED AREA

Table No. (2}

Latitude/N | Longitude/E DUE

ipminginiabuaiuibi

 Intersection with | B
27°26°G0.00" | the Shore hine at West to Point B
High Tide

— sk i - AN L

Hintersection with the | Along the West edge the
27°36'6G0.007 Jwestedge of the Cairo] west edge of the Cairo
Hurghacta road  {Hurghada road to point C §

 Intersection with th&[ r}fi}r{h fast to Intersection}
west edge of the Cairo] 33°33740.000" { with the Shore line at
Hurghada road High Tide in Point D

el o
| 1

intersection with
the Shore lineat | 33°34'49_ 147"
High Tide

Along the Shore line on
High Tide to point A
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ANNEX "B"
Map of Concession Agreement
North East Esh El Mallaha
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ANNEX ("
Letter of Guaranty

Letter of Guaranty No, - (Cairg ~—-—-awswe—- 200 )

GANOUB EL-WADI HOLDING PETROLEUM COMPANY

Gentlernen,

The undersigned, Nationat Bank of Egypt as Guarantor, hereby
guaraniees to the GANQOUB EL-WADI HOLDING PETROLEUM
COMPANY { heremafler referred 1o as "GANQOPE"™) to the lunit of Five
million U.8. Dollars ($5000000), the performance by ANWAR AKKAD
SONS COMPANY Lid. (UNITED OIL INC.) theoremafter referred to as
"CONTRACTOR") of its obligations required for Exploration operations
to spend a minimum of Fve milion U.S. Dollars {§30006000) dunng the
initial Three (3) years of the Exploration period under Article IV of that
certain Concession  Agreement  (hereinafter  referred to as  the
"Agreement”) covering that Area described in Annexes "A" and "B" of
said Agreement, by and between the Arab Republic of BEgypt (heremalier
referred to as "A.R.E™), GANOPE and CONTRACTOR, in North East
Esh El-Malaba Area

It is understood that this Guaranty and the liability of the Guarantor
hereunder shall be reduced quarterly, duning the period of expendiure of
said Five million U.S, Dollars (85000000} by the amount of money
expended by CONTRACTOR for such Exploration operations during
each such guarter. Bach such reduction shall be established by the joint
written statement of CONTRACTOR and GANOPE,
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In the event of a ckaim by GANOPE of non-performance or surrender of
the Agreement on the part of CONTRACTOR prior to fulfitlment of said
minimum expenditure obligations under Article TV of the Agreement,
there shall be no liability on the undersigned Guarantor for payment to
GANOPE unless and until such liability has been established by written
statement of GANOPE setting forth the amount due under the
Agreement.

it 1s a further condition of this Letier of Guaranty that:

(1) This Letter of Guaranty will become available only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and GANOPE that the Agreement between CONTRACTOR, AR.E.
and GANOPE has become effective according to its terms and said
Guaranty shall become effective on the Effective Date of said Agree-
ment.

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

(a) (Exploration phase) and six (6) months after the date it becomes
~ 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 is earlier.

(3) Consequently, any claim, in respect thereof should be made to the
Guarantor prior to either of said expiration dates at the latest
accompanied 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 Guaranty, and

(b} CONTRACTOR has failed to pay the expenditure deficiency to
GANOPE.

Please return to us this Letter of Guaranty in the event it does not become
effective, or upon the expiry date.

Yours Faithfully,
ACCOUNANE § ~=~ememmm e
Manager ; ——--— e mm e e
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ANNEX "DV
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 tnconsistent

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

The name of the Operating Company shal] be mutually ﬁgrced 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 111
The Head Office of Operating Company shall be in the A.R.E. 1n Cairo.
ARTICLE IV

The object of Operating Company ts to act as the agency through which
GANOPE and CONTRACTOR, carry out and conduct the Development
operations required in accordance with the provisions of the Agreement
signed on the --—-- day of —--—-—--- by and between the ARAB
REPUBLIC OF EGYPT, GANOUB EL-WAD! HOLDING PETROLEUM
COMPANY and CONTRACTOR covering Petreleum operations n
North East Esh El-Malaha Area, at the Eastern Desert, as described therein.
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Operating Company shall be the agency io carry out and conduct |
Exploration operations after the date of Commercial Discovery pursuant
to Work Programs and Budgets approved in accordance with the

Agreement.

Operating Company shall keep account of all costs, expenses and
expenditures for such operations under the terms of the Agreement and

Anmnex "E" therelo.

Operating Company shatl not engage in any business or undertake any

activity beyond the performance of said operations uniess otherwise

agreed upon by GANOPE and CONTRACTOR.
ARTICLE ¥V

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

rights, fully paid and non-assessable.

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 1n 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 pairty (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 ownership interest in the entirety of the said Agreement.
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ARTICLE V]

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 ot 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 shail decide, take action or make a proposal and the like, it is
understood that such decision or judgment is the result of the decision or

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 a majority of the
Directors are present and any decision taken at such meelings must have
the affirmative vote of five (5) or more of the Darectors; provided,
nowever, that any Director may be represenied and vote by proxy heid by

anather Director.
ARTICLE X

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

owning or representing a majority of the capital stock.
ARTICLE X1

The Board of Directors shall approve the regulations covering the ferms
and conditions -of employment of the personnel of Operating Company
empioyed directly by Operating Compuany and not assigned  thereto by
CONTRACTOR and GANOPE,

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 Shareholders, i accordance with the provisions
of Article X hereof.
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ARTHCLE XY

Operating Company shall come into existence within thirty (30} days
after the date of Commercial Ol I}iscﬂvef}f or within thuty {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 GANOPE 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 ap if the Agreement referred to

above is terminated for any reason as provided for therain.

ANWAR AKKAD SONS COMPANY Ltd, (UNITED OIL INC,)

" -
B}f g TP i ke W T e i W H T i ke A ol e

GANOUB EL-WADI HOLDING PETROLEUM COMPANY
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ANNEX "E"
ACCOUNTING PROCEDURE
ARTICLE 1
GENERAL PROVISIONS

{(a) Definitions:

The definmitions contained in Article I of the Agreement shail apply to

this Accounting Procedure and have the same meanings.

(b) Statements of activity:

(1)

(2)

CONTRACTOR shall, pursuant to Article IV of this
Agreement, and unttl the coming 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
Exploration Operations for that quarter summarized by

appropriate classifications indicative of the nature thereof.

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 appmpriutﬁc[assiﬁcati'uns
indicative of the nature thereof, except that items of controliable

malenal and unusual charges and credits shali be detailed.
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(¢} Adjustments and Audits:

(1) Each quarterly Statement of Exploration Activity pursuant to
Article I (b) (1) of ttus Annex shall conclusively be presumed
to be true and correct after three {3) months tollowing the
receipt of each Statement by GANOPE unless within the said
three (3) months GANOPE takes written exception thereto
pursuant to Articie IV (f} of the Agreement. During the said
three (3) month period supporting documents will be available
tor 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 Statements of Development and Exploration Activity for
any calendar quarter pursuant to Article I (b} (2) of this Annex,
shail conclusively be prﬂsnmed to be true and corvect three {3)
months following the receipt of such Statement, unless within
the said three {3} months period GANOPE or CONTRACTOR
takes writfen 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 in Article 1V (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
ARE in US. Dollars. All US. Dollars expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditures
shall be converted to LIS, Dollars at the applicable rate of
exchange issued by the Central Bank of Egypt on the first day of
the month in which expenditures are recorded, and all other
non-UL.S. Dollars expenditures shall be translated to U1.S. Dollars at
the buying rate of exchange for such currency as gquoted by
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National Westminster Bank Limited, London at 10.30 a.m. G.M.T.,

 on the first day of the month in which expenditures are recorded. A

()

record shall be kept of the exchange rates used in translating
Egyptian Pounds or other non-U.S Dollars expenditures to U.S.
Deoilars.

Precedence of Documents:

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

Revision of Accounting Procedure:

By mutual agreement between GANOPE and CONTRACTOR, this

~ Accounting Procedure may be revised in writing from time to time

(2

in the light of future arrangements.
No Charge for Interest on Investment:

Interest on nvestment or any bank fees, charges or commissions
related to any bank guarantees shall not at any time be charged as
recoverable costs under the Agreement.

ARTICLE I
COSTS, EXPENSES AND EXPENDITURES

Subject 1o 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 VII of this Agreement:

(a)

Surface Rights:

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

(1) Salares 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 empioyed i such  activities. Such
salaries and wages to be certified by a centified public
accounting firm.

Reasonable revigsions of such salaries and wages shall be
effected to take into account changes in CONTRACTORS
policies and amendments of faws applicable to salaries. For the
purpose of this Articie I} (b} and Asticle I {¢) of this Annex,
salaries and wages shall mean the assessable amounts for
AR.E. Income Taxes, including the salaries during vacations
and sick leaves, but excluding all the amounts of the other
iteins coversd by the percentage fixed under {(2) below.

{2) For expatriate employees permanently asstgned to Egypt:
1. All allowances applicable o salaries and wages;
2. Cost of established plans; and

3. All wavel and relocation costs of such expatriate
empioyees and their families to and from the employee's
country or point of ongin at the time of employment, at
the time of separation, or as a result of transfer from one
location to another and for vacation (fransportation costs
for employees and their families transferning 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 Anticle II (b} (2) shall be deemed to be equal 1o
forty seven percent (47%) or applied percentage, which is lesser, of
hasic salaries and wages paid for such expatniate personned
mcludmg those patd dunng vacations and sick leaves as established
m CONTRACTORs international policies, chargeable under
Articte 11 (b} (1), Articie BT (3), Article H (k) (1) and Article 1T (k)3
of this Annex,
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However, salaries and wages during vacations, sick leaves and-

disability are covered by the foregoing percentage. The percentage
outlined above shall be deemed to refiect CONTRACTOR's actual
costs as of the Effective Date with regard to the following benefits,

allowances and costs :

1. Housing and Utilities Allowance.

2. Commueodities and Services Allowance.

I R N

10.
11.
12.
13.
14.
15.
16.
17.

18.
19,

Special Rental Allowance .

Vacation Transportation Allowance.

. Yacation Travel Expense Allowance.

Vacation Excess Baggage Allowance.
Education Allowances (Children of Expatrnate Employees).

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

Storage of Personal Effects.
Housing Returbishment Expense.
Property Management Service Fees.
Recreation Allowance.

Retirement Plan.

Group Life Insurance.

Group Medical Insurance.

Sickness and Disabtlity.

Vacation Plans Paid (excluding Allowable Vacation Travel
Expenses).

Savings Plan.

Educational Assistance.



YA R o VY 50 ml) VY sl - e Jhad YAY

o S daad ) L, (X -)
caslilt  Jhaidl bl s (YY)
- Jlasdl Oliay gas (YY)
- Al 4o BV I Gralsy il ol (XY)
. ol bl L8 ol (YE)
. censdl cnaltt (¥0)
il Al GBI Kb b5 5,5 Llie T Sy S Sli &) (YY)
| L Jyliald At

i3 Dhmdl 72,0 oo (¥ Sl JS ol 22 pdl el 3 Bl ol s
bid catif Bl caws dlaasl e Lpdd Lgis  dotiall giz 3 o5,
5 Al
W (LS| BFRCN S | BN EEPSN I S A U | JN TS PP S| PO PSS | B
O TW VR IR PSRN [ FPTIRT Jp5 IR 8 Uyl L SUP 841 JU7, TV
. auilay 5,830 L5l
SV pads Lol daidl il IS B 5 ¢ Wl | S
il g LS5 3y il E oLl

WRLCHUY TR HE AP LY 1O § IDREPTION-2H [ S ) 0 JON 3 WOW1 P ¢
Ludadll hacld Wi b do o3l opaibyll e YW3n Sy S CidUSG IS5 5, Al R
e Lty Zdlos] &bl « Liel LT GIUSalt ada Jatsy o JsUald o) 3, ol
ool s 3 Lot 5ol eds e (F) (@) 52000 3 5)0s o La

ca iy il Sl il )l g il Gid Lo il o812t Ll lait a5 (£)
UG, el ols e e DL LSS e g r Dy o dee ST Olagl]
(@) 5,2, (D) 5,aally (¥) () L,adly (V) (0) 5 adl g ade o paie
coxdll i 3 oWl BaUY b (YY) (&) 32000 (V)



YAY

YA L ol VY 6 () AN saall - dpan ST S0 4

20, Mihtary Service Allowance.

21. F1C.A,

22. Workman's Compensation.

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

25. National Insurance.,

26. Any other Costs, Aliowances and Benefits of a {ike nature as
established in CONTRACTOR's Inferpational Policies.

The percentages outlined above shall be reviewed at intervals of
two {2) vears from the Effective Date and at such time
CONTRACTOR and GANOPE will agree on new percentages 1o

be used under this paragraph.

Revisions of the percentages will take into consideration variances
in costs and changes in CONTRACTOR's international 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 allowances
and benefits and of personnel transfers.

(3) For cxpairiate employees iemporanly assigned to Egypt all

(4)

allowances, costs of established plans and all trave! relocation
costs for such expatnates as paid in accordance with
CONTRAUTOR's international policies. Such costs shall pot
include any admimstrative overhead other than what is
mentioned in Article H (&) {2} of this Annex.

Costs of expenditure or contribulions made pursuant {0 law or
assessment imposed by Governmental authority which are
applicable to labor cost of salartes and wages as provided under
Article 11 {h) (1), Article I (b) (2}, Article 11 (1), Article 1T (k) {1)
and Article 11 (k) (3) of this Annex.
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{¢} Benefits, allowances and related costs of national employees :

Bonuses, overtime, customary allowances and benefits on a basis
simniiar 1o that prevailing for ol companies operating in the ARE,
all as chargeable under Article 11 (b) (1), Article H (1), Article 1 (k)
{1) and Asticle I (k) (3} of this Annex. Severance pay will be
charged at a fixed rate apphed to payrolis which will egual an
amount equivalen? to the maximum liability for severance payment
as required under the ARE. Labor Law,

(d) Material

Material, equipment and supplies purchased or fumished as such by
CONTRACTOR or Operating Company.

{1} Pﬂ?#hﬂﬁe&:

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:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may fumish
such material from CONTRACTOR's or CONTRACUTOR'
Affiliated Companies stocks outside the AR.E. under the
following conditions:

1. New Material (Condition "A"™)

New Material transferred from CONTRACTOR's or
CONTRACTOR's Affihated Companiecs warehouse or other
properties shall be priced at cost, provided that the cost of
material supplied is not higher than  international prices for
material of similar quality supplied on similar terms,
prevailing at the time such matenal was supplied.
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2. {sed Material {Conditions "B"” and "C')

a} Material which is in sound and serviceabie condition and
is suitable for reuse without reconditioning shall be classed
as Condition "B” and priced at sevenly - five porcent (75%)
of the price of new material

by Muterial which cannot be classified as Conditton "B hu
which i3 serviceable for original function but substantially
not  suiable for reconditioning, shall  be classed as
Condition "C" and priced at fifty percent {50%) of the pnice
of new material

¢) Material which cannot be classified as Conditton "B" or
Condition "C7 shall be priced at a value commensurate
with its use,

d} Tunks, butldings 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 furmished beyond
or back of the dealer's or manufacturer's guaranty; and in case
of defective material, credit shall not be recorded unlil
adiustment has been recgived by CONTRACTOR from
manufactursrs or their agents,

{¢) Transportation and Employee Relocation Costs:

{1} Transportation of equipment, materigls and supplics neoessary
for the conduct of CONTRACTOR'S or Operating Company's
activifies. '

{2} Business fravel and transportation expenses 1o 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
Campany's business.

{3) Emplovees wmansportation and relocation costs for national
emplovees to the extent covered by established policies,
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(D Services:

{g}

(1)

Outside services: The costs of contracts for consultants, services
and utilities procured from third parties.

(2} Cost of services performed by GANOPE, by CONTRACTOR or

{3)

(4)

by their Affiliated Companies in facilities mnside or outside the
A.R.E. Regular, recuwrting, routine services, such as interpreting
magnenc tapes and/or other analyses, shall be performed and
charged by GANQPE and/or CONTRACTOR or their Affiliated
C.ompanies at an agreed contracted price. Major projects
involving engineering and design  services shall be performed
by OGANOPE and/or CONTRACTOR or their Affiliated
Companies at a negotiated contract amount.

Use of GANOPE's, CONTRACTOR's or their Affiliated
Companies’ wholly owned equipment shall be charged at a
rental rale commenswrate with the cost of ownership and
operation, but not in excess of competitive rates  currently
prevailing in the A.RE.

CONTRACTOR's and CONTRACTOR's Affiliated Companies’

rates shall not include any administrative or overhead costs
other than what is mentioned in Article II (k3 (2) of this Annex,

Damages and Losses:

All Costs Or expenses, necessary {0 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 furnish GANOPE and CONTRACTOR
written notice of damages or losses incurred in excess of ten
thousand ($10,000} U.S. Dellars per oceurrence, as soon as practicable
after report of the same has been received hy CONTRACTOR or

Operating Company.
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{h Insursnce and Claims:

(1}

)

The cost of any public habiiity, property damage and other
insurance against  Habilities of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
andfor outsiders as may be reguired by the faws, rudes and
regulations of the GOVERNMENT or as the parttes may agree
upon. The proceeds of any such insurance o claim collected, fless
the actual cost of making a claim, shall be credited ugainst
operations.

if no mmsurance is carried for a paruicular risk, in accordance with
good international oil field praciices, all related actual expenditures
mourred and paid by CONTRACTOR or Operating Company 10
settlement of any and ali losses, claims, damages, judgments and any
other expenses, mcluding legal serviges.

Indirect Expenses:

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

Legal Expenses:

Al 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 hereinafler 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 shail be handled
oy the legal staff of one or more of the parties hereto, a charge
commensurate with cost of providing and fumishing such services
may be made to operations.
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{k} Administrative Overhead and General Expenses:

{1) While CONTRACTOR is conducting Exploration operations,
the cost of staffing and maintaining CONTRACTOR's head
office in the A.R.E. and/or other offices established in the
ARE. as appropriate other than ficld offices which will be
charged as provided in  Article H {1}, and excepting salanes of
employees of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged as
provided in Article I (b) of this Annex.

{3y CONTRACTOR's administrative overhead outside the ARE.
applicable to Exploration operations in the A.R.E. during the
period prior to the formation of the Operating Company shall be
charged each month at the rate of five percent (5%) of total
Exploration expenditures, where CONTRACTORs Exploration
operations are carried out by CONTRACTOR itself, Any
administrative overhead of CONTRACTOR outside the A.R.E.
applicable 10 A.R.E. Exploration operations will not be charged
on the Exploration operations m AR while Exploration
operations are being conducied following the formations of the
Operating Company.

No other direct charges as such for CONTRACTOR's
administrative overhead oulside the A.RRE. will be appleed
against the Exploration obligations. Examples of the type of
costs CONTRACTOR is incurring and charging hereunder due
to activities under this Agreement and covered by said
percentage are;

1. Executive - Time of executive officers.
2. Treasury - Financial and exchange problems.
3. Purchasing - Procuring matenials, equipment and supplies.

4. Exploration and Production-Directing, advising and conirolling
the entire project.



Yoo A ki Jod VY 3 Cab) VY sl = B Sl Bag 4 YA

el =ln,

Znndigh) 5,131y o) B3 s id U 3,00 1 (o 3Vl e ( 0)
- Sedaadl 3 W5y Wolaghaey Ui ol S
3 A ot 3,200 rlaad | S Jaamd) (yp0 adlay S5 Lo s Y
L geeldd Lie e Lo 50l e (Y () e i
Sldeddl do Jodf o Lplbos) @laadl Lol iS00 5 800 o (¥
JlaeY! 3 sabinndy el coludeally Lailill 38,30t ik e IS
rRESTIRVPPE PRYENERES FW RPN UP B PINES P MES
oo dale Loy O priens ol bl ) mams o AL (335 qumad I aSIL
oo A gl (Ao oglids Jad Y 000 e Vs s sandt sl
Sllas; Sondl Oldes par gt S5 Uiy pall o g 5075 « DUy all
 Edaadly Tadod] Dopdadd oI 8, Sil]

s ! pial! € )

Bl g S Leads (W oy il Gl Al T gt Sttt LS

o gty il all « Ldzily ¢ BB 0k Gl 6 ldaally RaSUH IS8
GV e KA BaME e (V) () 5 aal)

B ponend ! Jolil! WAL (2)
033 Wiy gopgr o ey RS Lpmintis (2 JgUall a2l (iS5
ekl iy e 213500l 5o Vi Coldaadly KD A8 A1) 10 S5 day W yud
RFFICRVS B PPN 1 PO - N

25 e} walldild {3)
adlay 3kl P Y] wdsliny athedd Lo o il 5l coliynaan ol LIS &
o 8 v hbaally Tl AN F Syl e 55 5,0 ¢ Aokalt salll e
 Sdazall U301 Jasll el



VoA YA b VY () VY sl = e a4

5. Other departments such as legal, comptroller and engineering
which contribute time, knowledge and experience to the
operanons.

The fﬂregning does not preclude charging for direct service
under Article H (f) (2) of this Annex.

(3) While Operating Company is conducting operations, Operaling
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 all employees generally
considered as general and administrative and not charged Lo
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.

D Taxes:

All 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) Continuing CONTRACTOR Costs:

Costs of CONTRACTOR activities required under the Agreement
and incurred exclusively in the A.R.E. after Operating Company 1is
formed. No sales expenses incurred outside or inside the A.R.E.
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 11,
incurred by CONTRACTOR or Operating Company under approved

Work Programs and Budgets.
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¢b)

(a)
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ARTICLE 111
INVENTORIES

Periodic Inventories, Notice and Representation:

At ressonable intervals as agreed upon by GANGPE and
CONTRACTOR inventories shall be taken by Operaling Company
of the operations materials, which shall include all such matenals,
physical assets and construction projects. Written notice of intention
to take inventory shall be given by Operating Company 10
GANQOPE and CONTRACTOR at least thirty (30} days before any
inventory is 10 begin so that GANOPE and CONTRACTOR may be
represented when any inventory is taken. Failure of GANOPE and/or
CONTRACTOR o be represented at an wmyveniory shall bind them o
accept the Inventory taken by Operating Company, who shall in that
event furnish the party not represented with a copy thergof.

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 CONTRACUTOR and
GANQPE, and the inventory adjusted by Operating Company.

ARTICLE IV
COST RECOVERY

Statements of Recovery of Costs and of Cost Recovery
Petrolenm:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to GANQOPE as promptly as practicable but not later than

fifteen (15) days afier receipt from Operating Company of the

Statements for Development and Exploration Activity for the
calendar quarter a Statement for that quarter showing:

1. Recoverable costs carried forward from the previous quarter, it
any.

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

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

3. Amount of Costs recovered for the guarter,

6. Amount of recoverable costs carnied into the succeeding  guarter,
if any.

7. Excess, if any, of the value of Cost Recovery Petroleum taken

and separately disposed of hy CONTRACTOR over costs
recovered for the quarter.

(b} Payments:

(c)

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 paymient 1o GANOPE on the date when such payment is due,
then CONTRACTOR shall pay interest of two and one half percent
{2.3%) per annum higher than the London Interbank Borrowing
Offered Rate (IIBOR) for three (3) months U.S. Dollars deposits
prevatiing on the date such interest 18 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 Asticle VI (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 s

- own entitlement of the Cost Recovery Petroleum.
{d} Audit Right:

GGANQPE shall have a period of twelve {12) months from receipt of
any Staterment under this Ariicle TV m which 1o audit and  raise
objection 10 any such Statement. GANOPE and CONTRACTOR
shall agree on any required adjustments. Supporting documents and
accounts will be available o GANOPE duning said twelve {(12)
month period.
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ARTICLE Y
CONTROL AND MAJOR ACCOUNTS

{a) Exploration Obligation Control Accounts:

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

{b} Cost Recovery Control Account:

(<)

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

Major Accounts:

For the purpose of classifying cosis, expenses and expenditures for
Cost Recovery as well as for the purpose of establishing when the
minimum Expioration 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;
- Uperating Expenses;
Necessary sub-accounts shall be used.

Revenue accounis shall be maintained by CONTRACTOR to the

extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE V]
TAX IMPLEMENTATION PROVIMIONS

ft is understood that CONTRACTOR shall be subject to Lgyptian
Income Tax Laws except as otherwise provided in the Agreement, that
any A.RE. Income Taxes paid by GANOPE on CONTRACTOR's behalf
constitute additional income to CONTRACTOR, and this addutional

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

*CONTRACTOR's annual income”, as determined in Articie Il (g) (3}
of this Agreement, less- the amount equal to CONTRACTOR's
grossed-up Egyptian income tax lability, shali be CONTRACTOR'S

"Provisional Income”.

The "gross-up value" is an amount added to Provisional Income to give
“"FTaxable Income”, such that the grossed-up value i3 equivaient (o the

AR E. Income Taxes.
THEREFORE:
Taxable Income = Provisional Income pius 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 {ax rate due o the various AR.E. taxes levied on income
or profits, is constant and not dependent on the Jevel of income,

then;
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Grossed-up Value = AR.E. income {ax rate TIMES Taxable Income.

Combining the first and last equations above

Provisional income X Tax Rate
! - Tax Rate

Grossed-up Value =

wihere the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example, Assuming that.-the Provisional Income 15 310 and the A R.E.
Income Tax rate is forty percent (40%), then the Grossed-up Value is
equal to:

$:":’ ’;2'4 = $ 6.67
Therefore:
Provisional income $ 10.00
Plus Grossed-up Value | 6.67
Taxable Income $16.67
Less: A RE. Income Taxes at 40% 6.67

CONTRACTOR's Income after taxes 3 ii}\.ﬂi}i
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ANNEX "F"

Map Of National Gas Pipeline Grid System

Mediterranena Sca

Youehpy wadf ey

T

& py i
- ,

.‘. ...._n_u.."_......l. ___.._-.

lur..-...........u....n...r_.u_"r_..._..

T

1 &+

] , * " u1.. ]
LAk Frahaer - &
Ly - /\ _
% .-. Bl #* ) F. ) £
W %._..\m. .__.uw. LT .M

Trur™ .‘.I!Llli.___rfs:r....-

'_-__..l..r.l._“_.*.. iiiii ol ey mr sk e m e Ill_r-l.l-l.l;rrrl!-__.l..!:...i.!rr-r!

Western
Desert

Lot
. L

.. et e g t #y AWk M
1
|

s 'y g L] Ca Fij 2une

[ FOT SITT LT TE S

rm— Al e IRTT T

et e o e 8 B LR — F A prabreer —— i Laraw=—r S5 ==

{ __,..M.__E

f__..__:_.__h,__

A Gapl

I'dba.

by .“....i_ai..&h é
D G
p .
N i)
L E |
: f |
g b o
N ] - .I.ml. ’
b Radr m‘- W:F_. o i ; w
4 |
- )
3 F _
w [
Wy b gy .m.,.“ W
“ i
o B f =¥ Hit
L

Red Seaq

2 kel P BT T T T T T T T W e



	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
	Page 210
	Page 211
	Page 212
	Page 213
	Page 214
	Page 215

