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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION

AND
SHELL EGYPT \.V.
IN
MATRUH ON - OFFSHORE - AREA

A.R.E.

This Agreement made and entered on this day of A9
by and between the ARAB REPUBLIC OF EGYPT (heremafter
referred to variously as "A.R.E." or as the "GOVERNMENT?"), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended ( hereinafter referred to as
" EGPC ") and SHELL EGYPT N.V., a company organized and existing
under the laws of The Netherlands (hereinafter referred to as "SHELL
EGYPT"™). SHELL EGYPT shall be hereinafter referred to as

"CONTRACTOR".
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WITNESSETH

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

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

WHEREAS, SHELL EGYPT, agrees to undertake its obligations
provided hereinafter as a CONTRACTOR with respect 1o the
exploration, development and production of petroleum i Matruti On -
Offshore Area; and

WHEREAS, the GOVERNMENT desires hereby to grant such
concession | and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with EGPC,
and with SHELL EGYPT as a CONTRACTOR i1n the said Area .

Now, THEREFORE, the parties hereto agree as foliows:
ARTICLE 1
DEFINITIONS

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

conducting Exploration.
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(b) "Development" shall include, but not be limited to, all t#  cperations
and activities pursuant to approved Work Programs snd Budgets

under this Agreement with respect to;

(i) the drilling, plugging, deepening, side tracking, redriling,
completing, equipping of development weils, the changing of

the status of a well, and

(1) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, svstems facilities, plants and
related operations to produce and operate said development
wells, taking, saving, treating, haudiing, sioring, ransporting
and delivering petroleum, repressuring. recycling and other
secondary recovery projects, and

(ili) transportation, storage and any other wark or achiviies

A

necessary or ancillary to the activities specificd s {0 and ).

(c) "Petroleum” means liguid crude oil o1 various deiisities, asphalt, gas,
casinghead gas and ail other hydrocarbon substances that may be
found in, and produced, or otherwise obtained and saved from the
Area under this Agreement, and all substances that may be exiracted

therefrom.

(d) "Liguid Crude Oil" or "Crude Gil" or "Oil" means and hydrocarbon
produced from the Area which is in a hquid state at the wellhead or
lease separators or which is extracied from the gas or casinghead gas
in a plant. Such liquid state shall exist at sixty degrees Fahrenheit
(60° F) and atmospheric pressure of 14.65 PSIA. Such term ncludes

distillate and condensate.
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(e) "' Gas" means natural gas both associated and non-assoc.. ‘2d, and ail
of its constituent elements produced from any well in the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therein.
Said term shall include residual gas, that gas remaining after removal
of LPG.

(f) " 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 forty-two (42) United States gallons, liguid
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 inaustry production
practices, and verified by EGPC, is found o be cap'ablc of
producing at the average rate of not less than two thousand
(2000) Barrels of Oi! per day (BOPD). The date of discovery of
a2 "Commercial Oil Well" is ihe date on which such well is tested

and completed according to the above.

(2) "Commercial Gas Well" means the Tirst 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 EGPC, 1s found to be capable of
producing at the average rate of not less than fifteen million
(15,000,000) standard cubic feet of Gas per day (MMSCEFD).
The date of discovery of a "Commercial Gas Well" 1s the date
on which such well is tcsted and completed according to the

above .
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(i) "A.R.E."means ARAB REPUBLIC OF EGYPT.

(j) "Effective Date" means the date on which the text of this Agreement
is signed by the GOVERNMENT, EGPC and CONTRACT OR, after

the relevant Law is issued.

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

Gregorian Calendar.

(2) "Calendar Year' means a period of twelve (12) months according

to the Gregorian Calendar being 1st January to 31st December.

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

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

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

(i) 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 owner directly or indirectly of share capital
conferring a majority of votes at stockholder's 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 stockholder's meetings of a
party hereto are owned directly or indirectly by the same

company.
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(o) "Exploration Block" shall mean an arca, the corner pomnts of which
have to be coincident with three (3) minutes by three (3) minutes
latitude and longitude divisions, according to the International Grid
System where possible or with the existing boundaries of the Area

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

(p) "Development Block" shall mean an area, the corner points of which
| have to be coincident with one (1) mimute by one (1) mmute 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 1 Annex "A"

(q) "Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have to be coincident with one (1) minute by
one (1) minute latitude and longitude divisions according 10 the
International Grid System where possitle or with the existing
boundaries of the Area covered by this Concession Agreement as set

out in Annex "A'" .
(r) "Agreement" shall mean this Concession Agreement and its Annexes.

(s) "Gas Sales Agreement" shall mean a written agreement between
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer), which
contains the terms and conditions for Gas sales from a Development

Lease entered into pursuant to Article Vil (e).

(t) "Standard Cubic Foot" (SCF) is the amount of gas necessary to fill
one (1) cubic foot of space at atmospheric pressure of 14.65 PSIA at

a base temperature of sixty degrees Fahrenheit (60" F).
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ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the area covered and affected by this

Agreement, hereinafter referred to as the "Area’.

Annex "B" is a provisional illustrative map on the scale of
approximately-: 1:1,150,000 indicating the Area covered and affected by

this Agreement and described in Annex "A".

Arnex "C" is the form of a Charter of the Operating Company to be

formed as provided for in Article V1 hereof.
Annex "D is the Accounting Procedure.

Annex "E'"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 EGPC and CONTRACTOR under a Gas Sales
Agrzement, which point of delivery shall be located at the flange
connecting the development lease pipeline to the nearest peint on the
National Gas Pipeline Grid System as depicted in Annex "E" or as

otherwise agreed by EGPC and CONTRACTOR.

Annexes "A" . '"B'" . "C", "D" and "E" to ithis 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 EGPC and CONTRACTOR

subject to the terms, covenants and conditions set out in this Agreement,

which insofar 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

IIBI!.

(a)

(L)

The GOVE:ENMENT shall own and be entitled, as heremafter
provided to a royalty in cash or in kind of ten percent (10%) ot the
total quantity of Petroleum produced and saved from the Area during
the development period including renewal. Said royaity shall be
horne and paid by EGPC and shall not be the obligation of
CONTRACTCR. The payment of royalties by EGPC shall not be
deemed to result in income attributable to the CONTRACTOR.

An initial Exploration period of four (4) years shall start from the
Effective Date. Two (2) successive extensions to the mitial
Exploration period, 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 EGPC, such notice to be given not
later than the end of the then current period, as may be extended
pursuant to the provisions of Article V (a), and subject only to its
having fulfilled its obligations hereunder for that pertod. This
Agreement shall be terminated if neither a Commercial O1l Discovery
nor a Commercial Gas Discovery is established by the end of the

eighth (8th) year of the Exploration period, as may be extended
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pursuant to Article 7 (a). The election by EGPC to undertake a sole
risk venture under paragraph (c) below shail not extend the

Exploration period nor affect the termination of this Agreement as to
CONTRACTOR.

(¢) Commercial Discovery :

(i) A Commercial Discovery- whether of Oil or Gas- may consist of
one producing reservoir or a group of producing reservoirs
which is worthy of being developed commercially. After
discovery of a Commercial Oil or Gas well CONTRACTOR
shall. unless otherwise agreed upon with EGPC, undertake as
part of its Exploration prograrii the appraisal of the discovery by
drilling one or more appraisal weils, 10 determine whether such
discovery is worthy of being developed commercially, taking
1o consideration the recoverable reserves, production, pipeline
and terminal facilities required, estimated Petroleum prices, and

a]] other relevant technical and economic factors .

(ii) The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oil and Gas

unless otherwise specified.

(iii) CONTRACTOR shall give notice of a Commercial Discovery 10
EGPC 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 thirty (30) days following the Completion of the second
appraisal well or eighteen (18) months following the date of the
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discovery of t* > Commiercial Oil Well, whichever is earher or
with respeci to a Commercial Gas Well not later than
twenty-four (24) months following the date of the discovery ot
the Commercial Gas Well (unless EGPC agrees that such period
may be extended) except that CONTRACTOR shall also have

the right to give such notice of Commercial Discovery with

respect to any reservoir or reservoirs even if the well or wells
thereon are not "Commercial” within the definition of
"Commercial Well" if, in its opinion, a reservoir or a group of
reservoirs. considered collectively, couid be worthy ot

commercial development.

CONTRACTOR may also give a notice of a Commercial Ol
Discovery in the event it wishes to undertake a Gas Recycling

Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of Gas reserves,
the estimated production potential and profile and ficld life.

Within sixty (60) days following receipt of a notice of a Commercial
Oil or Gas Discovery, EGPC and CONTRACTOR shall meet and
review all appropriate data with a view to mutually agreeing upon
the existence of a Commercial Discovery. The date of Commercial
Discovery shall be the date EGPC and CONTRACTOR jointly agree

in writing that a Commercial Discovery exists.

(iv) If Crude Oil is discovered but is not deemed by CONTRACTOR to
be a Commercial Oil Discovery under the above provisions of this
paragraph (c), EGPC shall one (1) month after the expiration of the
period specified above within which CONTRACTOR can give
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notice of Commercial Qil Discovery, or nineteen {19) months after
the completion of a well not considered to be a"Commercial O1l
Well". have the right, following sixty (6U}) days notice in wniing to
CONTRACTOR, at its sole cost, risk and expense, 10 develop,
sroduce and dispose of all Crude Oil from: the geciogical feature on
which the well bas been drilled. Said notice shall state the speciiic
area covering said geological feature to be developed, the wells i0 be
drilled, the production facilities to be installed and EGPC's estimated
cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, m writing, elect to develop such area as
provided for in the case of Commercial Discovery hereunder. In siich
event all terms of this Agreement shail continue to apply to the

specified area.

If CONTRACTOR elects not to develop such area, the specitic
area covermg said gﬂologiceﬂ feature shall be set aside for scle risk
operations by EGPC, -such area to be mutually agreed upon by
EGPC and CONTRACTOR on the basis of good petroleum industry
nractice. EGPC shall be entitled to perform or, 1n the event
Operaiing Company has come 1nto existence, to have Operating
Company perform such operations for the account of EGPC and at
EGPC's sole cost, risk and expense. When EGPC has recovered from
the Crude Oil produced from such specific area a quantity ot Crude
Oil equal in value to three hundred percent (300%) of the cost it has
incurred in carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been a separate

Commercial Qil Discovery, elsewhere within the Area, to share n

further development and production of that specific area upon paying

EGPC one hundred percent (100%) of such costs incurred by EGPC.
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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 siatus of an ordinary
Development Lease under this Agreement and thereatter shall be
operated in accordance with the terms hereof; or (i1) alternatively. in
the event that at such time EGPC or its Affiliated Company 13
conducting Development operations in the area at 1ts sole expense
and EGPC elects to continue operating, the area shall remain set
aside and CONTRACTOR shall only be entitled to its production
sharing percentages of the Crude Oil as specified in Article VII (b).
The sole risk Crude Oil shall be valued in the manner provided in
Article VII (¢). In the event of any termination of this Agreement
under the provisions of Article III (b), this Agreement shall,
however. continue to apply to EGPC's operation of any sole risk
venture hereunder, although such Agreement shall have been
rerminated with respect to CONTRACTOR pursuént to the
provisions of Article Il (b).

(d) Conversion to a Development Lease:

(i) Following a Commercial Oil Discovery or a Commercial Gas
Discovery the extent of the whole area capable of production to

be covered by a Development Lease shall be mutually agreed
upon by EGPC and CONTRACTOR and be subject to the

approval of the Minister of Petroleum. Such area shall be

converted automatically into a Development Lease without the

issue of any additional legal mstrument or permission.
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(ii) Following the conversion of an area to 4 Development Lease
based on 2 Commercial Gas Discovery (or upon the discovery
of Gas in a Development Lease granted following a Commercial
Oil Discovery ), EGPC and CONTRACTOR shall endeavor with
diligence to find adequate iocal and/or export markets capable of
absorbing the production of Gas. EGPC shalli advise
CONTRACTOR of the potential outlets for such Gas, and the
expected annual schedule of demand. Thereafter, EGPC 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 1n case of agreement
the Gas thus made available shall be disposed of to EGPCnder a
long-term Gas sales Agreemnent in accordance with and subject to
the conditions set forth in Article V1i .

(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
Optional Extension Period (as defined below) provided that,
in the event that, subsequent to the conversion of a
Commercial Qil Discovery into a Development Lease, Gas
i« discovered in the same Development Lease and is used or
is capable of being used locally or for export hereunder, the
period of the Development Lease shail 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 Optional Extension Period (as
defined below) provided that the duration of such
Development Lease based on a Commercial O1l Discovery
may not be extended beyond thirty-five (35) years from the
date of such Commercial Oil Discovery, unless otherwise
agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petroleum .
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CONTRACTOCR shall immediately notify EGPC of any Gas
Discovery but shall not be required to apply for a new
Development Lease in respect of such Gas .

( bb ) In respect ¢f a Commercial Gas Discovery, twenty (20} years

from the date of first deliveries of Gas locally or for expors
plus the Optional Extension Period (as definca uvelow)
provided that, if subsequent to the conversion of a Commercial
Gas Discovery into a Develorment Lease, Crade Ot 1s
discovered in the same Development Lease, CONTRACTQRs

“.share of such Crude Oil from the Developm=nt Lease /zxcept

PG extracted from Gas or Crude Oil in the foim of
Condenszle produced with Gas) and Gas associated wiih such
Crude Oil shall revert entirely to EGPC upon the lapse of
twenty (20) vears from the date of such Crude Oil Discovery
plus the Opuonal Extension Period (as defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Developmagent Lease based on a
Commercial Gas Discovery shall in no case exceed thirty-tive
(35) years from the date of such Commercial Gas Discocvery,
unless otherwise agreed upon between EGPC znd
CONTRACTOR and subiject to the approval of the Minister
of Petroleum.

CONTRACTOR shall immediately notify EGPC of any Crude
Oil Discovery but shall not be required to apply for a new
Development Lease in respect of such Crude O1l.

The "Optional Extensicn Period" shall mean a period of five
(5) years which may be elected by CONTRACTOR upon SIX
(6) months written notice to EGPC prior to the expiry of the
relevant twenty {20) year period.
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(e) Development operations shall upon the issuance of a Development
I ease 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 1o be fully developed, it being
understood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to

avoid impairing the production in the interests of the parties.

In the event no Commercial Production of O1l 1n regular shipments 1s
established in any Development Block within four (4) years from the
date of the Commercial Oil Discovery, such Development Block
shall immediatelv be relinquished, unless there 1s a Commercial 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.

Development operations in respect of as and Crude Qi! 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 oOr
commencement of 2 scheme to dispose 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 OT 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

EGPC.
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(1)

If, upon application by CONTRACTOR 1t 18 recognized by EGPC
that Crude Oil or Gas is being drained from the Exploration block
under this Agreement into a Development Bl<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>