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

AND

HEDI BOUCHAMAOUI AND SONS (HBS) INTERNATIONAL Ltd.
' IN

SOUTH DABAA AREA

WESTERN DESERT
A.R. E.

This Agreement made and entered on this ............ day of ........... , 199
by and between the ARAB REPUBLIC OF EGYPT (hereinafter
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 ( hereinatter referred to as
" EGPC " ) and HEDI BOUCHAMAOUI AND SONS (HBS)
INTERNATIONAL Ltd., a company organized and existing under the
laws of the BAHAMAS (hereinafter referred to variously as "HBSI" or
"CONTRACTOR").
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WITNESSETH

WHEREAS. all minerals, including petroleum, existing in mines and
quarries in A.R.E., including the territonal waters, and in the seabed
subject to its jurisdiction and extending beyond the territorial waters, are
‘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 Il ( hereinafter 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, HBSI agrees to undertake its obligations provided
hereinafter as CONTRACTOR with respect to the exploration,
development and production of petroleum in SOUTH DABAA Area,

WESTERN DESERT; 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 HBSI as a CONTRACTOR in the said Area.
NOW. THEREFORE, the Parties hereto agree as follows:
ARTICLE 1
DEFINITIONS

(a) "Exploration" shall include such geological, geophysical, aenal 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 the cperations
and activities pursuant to approved Work Programs and Budgets

under this Agreement with respect to:

(1) the dnlling, plugging, deepening, side tracking, redrilling,
completing, equipping of development wells, the changing of
the status of a well, and

(11) design, engineering, construction, instaliation, servicing and
maintenance of equipment, lines, systems facilities, plants and
related operations to produce and operate said development
wells, taking, Saving, treating, handling, storing, transporting
and delivering petroleum, repressuring, recycling and other

secondary recovery projects, and

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

necessary or ancillary to the activities specified in (i) and (11).

(c) "Petroleum'" means liquid crude oil of various densities, asphalt, gas,
casinghead gas and all other hydrocarbon substances that may be

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

Area under this Agreement, and all substances that may be extracted

therefrom.

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

distillate and condensate.
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(e) "' Gas" means natural gas both associated and non-associated, and all

of its constituent elements produced from any well n the Area (other
than Liquid Crude Oil) and all non-hydrocarbon substances therein.
Said term shall include residual gas, that Gas 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, hiquid
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 EGPC, is found to be capable of
producing at the average raie of not less than two thousand
(2000) Barrels of oil per day (BOPD). The date of discovery of a
"Commercial Oil Well" is the date on which such well 1s tested

- and completed according to the above.

(2) "Commercial Gas Well" means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event 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 miilion
(15,000,000) standard cubic feet of Gas per day (MMSCFD).
The date of discovery of a "Commercial Gas Well" 1s the date

on which such well is tested and completed according to the

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

(J) "Effective Date" means the date on which the text of this Agreement

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

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

(2) "Calendar Year' means a period of twelve (12) months according
to the Gregorian Calendar being 1st January to 31st December.

(1) "Fimancial 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:

(1) of which the share capital, conferring a majority of votes at
stockholders' meetings of such company, i1s 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 stockholders’ meetings of a

party hereto; or

(i11) of which the share capital conferring a majority of votes at
stockholders' meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indii'e.ct]y by the same

company.
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(o) "Exploration Block" shall mean an area, the comer points of which

have to be coincident with six (6) minutes by six (6) 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 comer points of which

(q)

have to be coincident with one (1) minute by one (1) minute latitude
and longitude divisions, according to the International Grid System
where possible or with the existing boundaries of the Area covered

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

"Development Lease(s)" shall mean the Development Block or
Blocks covering the geological structure capable of production, the
corner points of which have to be coincident with one (1) minute by
one (1) mi:nute 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".

(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 VII (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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(1) "Work Program and Budget" means a written plan and presentation
describing the Petroleum operations and forecast expenditures for
such operations which must be carried out over a specific period. For
the purpose of this Agreement, Work Program and Budget means an
Exploration Work Program and Budget or a Development Work
Program and Budget, which shall include a forecast of production.

(v) "Countable Commitment Well" shall mean a well has been drilled to
the stratigraphic level or depth specified in the relevant Work
Program and Budget approved by EGPC, or, before reaching such
level or depth, one or more of the followmg occurs:

(i) Encountering Petroleum bearing formations which
CONTRACTOR believes constitute a discovery ; or

(ii) A depth of 200 feet has been drilled below the depth specified for
such well without reaching the objective stratigraphic level; or

(iii)) Basement is encountered. For the purpose of this Article,
"basement'' means any igneous or metamorphic rock; or

(iv) Encountering insurmountable technical problems which, m
accordance with good oil field practice, makes further dnlling
impracticable or unsafe.

If a situation mentioned hereinabove should occur, CONTRACTOR
shall promptly report the circumstances to EGPC,along with its
proposal for discontinuing the drilling operations. In such event, the
commitment well shall be counted as an Exploration well under
Article IV for purpose of the Work Program and Budget in the

relevant exploration period.



VAAY L yiST 0 5 (80) £ sundl = dau Jlin 21 Y

(Gudldd! 5ald ! )
C LI YR LIECS,'Y
Sl BVl ade LSSy Laols kil Cioy e 5, o1y ol
. ¢ aikll N o lad g

O Y s e L o LS b D5 Ak 5 e Byl oy L

Iy Gl G 5ol 3 Y odb aSd, Llats 2t Rkl o
NPUUNI PR | ) (=2 e Al el s, Gl s oy Gl
SLYss e ¥ (Y oo L ) e dne it iy LSSV e e asl
el e Y iz LG L Bles o S Y st | oLyl
Ol (F) O30 LI ¥ Cod s ) sl she 553,10 Eoxdl Sldas
ot JS S oLl (V) vt Y1 G5 28 e S5kl LG 13 Lo s 3
ez olhs o0+ L5WY sds g (&) (1) 5all) Widy JLal _Le (Y) gl
. ;Lx.ﬁsl‘_;m JoUall o yls il 2y dl 5 a5y Jlil) aadsy o i, S

a3 il g, L S pledll oblhs o Ollas S ez s . adlsYl sis
ABTETPURD il plodall Qs a5 I Condl 5,55 Gl an il (V)
Y G pleall ol SN U, 7, W s S s No gz



'y VAQY 1o ST 0 5 ([, Se) £ saadl - D 5 A

-

ARTICLE II
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

1:500.000 indicating the Area covered and affected by this Agreement
and described in Annex "A".

Annex "C" is the form of a Letter of Guaranty to be submitted by
CONTRACTOR to EGPC one (1) day before the time of signature by the
Minister of Petroleum of this Agreement, for the sum of seven million
(7,000,000) U.S.Dollars guaranteeing the execution of CONTRACTOR's
minimum Exploration obligations hereunder for the initial three (3) year
exploration period. In case CONTRACTOR extends the mmtal
Exploration Period for Two (2) additional periods each of two (2) years
respectively, each in accordance with Article III (b) of the Agreement, a
similar Letter of Guaranty shall be issued and be submitted by
CONTRACTOR on the day the CONTRACTOR exercises 1ts option to
extend. The first such Jetter of Guaranty shall be for the sum of three
million (3,000,000) U.S. Dollars and the second such Letter of Guaranty
shall be for the sum of two million (2,000,000) U.S. Dollars less in both
instances any excess expenditures of the preceding .exploration period
permitted for carry forward 1n accordance with Article 1V (b) third
paragraph of this Agreemﬁni. 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.



VAAY L paST 0 5 (50 £ sl - deen Jli L) Y

s ) Al Sldeall Lo 387,800 s e Zamo o6 55l €3 9 ol
cdwdLdl DU S ade o paia o U s,

c omlod ] BN a2y Gl

G g 3Ll Lyl 5L Ul bpdas 32 LWL 2y 2y ol
i ()55 5 1 5 g i) sy Sl s dbits e Jylally gl iz . e, S
Lﬁ&g&mg;gwlmmwub;uﬁlmm&d
o MBS e iy WS 51 () Gollly oo gn b LS Loy il 5 L1 U
' Jyakly dn gl

'ﬂ-i-hg-a |_,-=-C-'-J Vﬁlﬂ-ﬂr () S ¢amP) 3 2 »;({E}}; () 9 {{T)} L';-»-)m_,.,.‘:.:.'?_g
AW 0s o g Jprday 5,5 O3 G s 5,50, ¢ AdliY)
( &l Bald!)
budlg Ggdat o
s ogede 1) i Lol JyLatly dceg ) i 5L oAb it da S puid
by 22l Slagadly jopatld Wisy ey o oy ol orioll] | 3 36 o, kil
o e o)z ol il 06 Lo 0501555 W 080 15 23 Y as 3 el
E_,Ui¢ .Ln.:L»__._JA.;.\.c-ua‘,..a..a_,b bﬁukiwjb}ﬁldlﬁ(i]
@diJj,ulwtwy::ulg (V-) 5 be i e o) T
Jf.a.ﬂ;.QMIEM&S&QMI@Q:HIM!WQ;&L@JI}
gl s e oo Vs Ul L el Y Lemdsy 556N sds 2yl
AU TR F NV | F N W PS PEN T

7ty - Sbmad |l )l e Ol i (P) W Lpaee o) 2J ) 5 28 Tus ()
bt Lo S B ¢ A Y1 Gl i) s Mze (V) o alzel J,yLal



Yo \4AY i 1,381 0 5 ([ 5e) £ sanl = daw ) B 2

Annex "D" is the form of a Charter of the Operating Company to be
formed as provided for in Article V1.

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 EGPC and CONTRACTOR under a Gas Sales
Agreement, which point of delivery shall be located at the flange
connecting the development lease pipeline to the nearest point on the
National Gas pipeline Grid System as depicted in Annex "F" or as
otherwise agreed by EGPC 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 .

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 "B ".

(a) 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 EGPC and shall not be the obligation of
CONTRACTOR. The payment of royalties by EGPC shall not be
deemed to result in income attributable to CONTRACTOR.

(b) An initial exploration period of three (3) years shall start from the
Effective Date. Two (2) successive extensions to the initial
exploration period, each of two (2) years respectively, shall be
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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 pericd, 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 O1l Discovery
nor a Commercial Gas Discovery is established by the end of the
seventh (7th) year of the exploration period, as may be extended
pursuant of Article V (a). The election by EGPC to undertake a sole
risk venture under paragraph (c) below shall not extend the

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

(¢c) Commercial DisCovcry :

(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 program the appraisal of the discovery by
drilling one or more appraisal wells, to determine whether such
discovery is worthy of being developed commercially, taking
into consideration the recoverable reserves, production, pipeline
and terminal facilities required, estimated Petroleum prices, and

all other relevant technical and economic tactors .

(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.
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(iii) CONTRACTOR shall give notice of a Commercial Discovery to

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 twelve (12) months following the date of the discovery of
the Commercial Qil Well, or with respect to a Commercial Gas
Well not later than twenty four (24) months following the date
of the discovery of the Commercial Gas Well (unless EGPC
agrees that such period may be extended) except that
CONTRACTOR shall also have 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™ 1f, n
its opinion, a reservoir or a group of reservoirs, considered
collectively, could be worthy of commercial development.

CONTRACTOR may also give a notice of a Commercial 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 especiaily the area of Gas
reserves, the estimated production potential and profile and field

life.

Within sixty (60) days following receipt of a notice of a
Commercial Qil 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 that a Commercial

Discovery exists.

(iv) If Crude Oil is discovered but is not deemed by CONTRACT OR

to be a Commercial Qil Discovery under the above provisions of
this paragraph (c), EGPC shall one (1) month after the
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expiration of the period specified above within which

CONTRACTOR can give notice of Commercial Ol 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 feature on which
the well has been drilled. Said notice shall state the specitic area
covering said geological feature to be developed, the wells to 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, in writing, elect 1o develop
such area as provided for in the case of Commercial Discovery

hereunder. In such event all terms of this Agreement shall

continue to apply to the specified area.

If CONTRACTOR elects not to develop such area, the specific
area covering said geOlogical feature shall be set aside for sole
risk operations by EGPC, such area to be mutually agreed upon
by EGPC and CONTRACTOR on the basis of good petroleum
industry practiéf:. EGPC shall be entitled to perform, or in the
event Operating 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 of 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 Oil
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Discovery, elsewhere within the Area, to share in further
development and production of that specific area upon paying EGPC
one hundred percent (100%) of such costs incurred by EGPC.

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 ordinary Development
Lease under this Agreement and thereafter shall be operated in
accordance with the terms hereof; or (11) alternatively, in the event
that at such time EGPC or its Affiliated Company is conducting
develocpment operations in the area at its sole expense and EGPC
clects to continue operating, the area shall remain set aside and
CONTRACTOR shall only be entitled to its production sharing
percentage of the Crude Oil as specified in Article VII (b) below.
The sole risk Crude Oil shall be valued 1n the manner provided in
Article VII (¢). In the event of any termination of this Agreement
under the provisions of Article III(b) above, this Agreement shall,
however, continue to apply to EGPC's operation of any sole risk
venture hereunder, although such Agreement shall have been
terminated with respect to CONTRACTOR pursuant to the

provisions of Article I (b).

(d) Conversion to a Development Lease:

(1) 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 instrument or permission.
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(ii) Following the conversion of an area to a Development Lease based
on a Commercial Gas Discovery (or upon the discovery of Gas in a
Development Lease granted following a Commercial Oil Discovery),
EGPC shall endeavor with diligence to find adequate local markets

capable of absorbing the production of Gas and shall 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 in case of agreement the
Gas thus made available shall be disposed of to EGPC under a
long-term Gas Sales Agreement in accordance with and subject to
the conditions set forth in Article V11 .

(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 Oil
Discovery into a Development Lease, Gas is 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 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
Optional 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 (35) years
from the date of such Commercial Qil Discovery, unless
otherwise agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petroleum .
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CONTRACTOR 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 of a Commercial Gas Discovery, 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, if subsequent to the conversion of a Commercial
Gas Discovery into a Development Lease, Crude Oil 1s
discovered in the same Development Lease, CONTRACTOR's
share of such Crude Oil from the Development Lease (except
LPG extracted from Gas or Crude Oil in the form of
condensate produced with Gas) and Gas associated with such
Crude Oil shall revert entirely to EGPC upon the lapse of

twenty (20) years from the date of such Crude Oil Disi:overy
plus the Optional Extension Period (as defined below).

Notwithstanding, anything to the contrary under this
Agreement, the duration of a Development Lease based on a

Commercial Gas Discovery shall in no case exceed thirty-five
(35) years from the date of such Commercial Gas Discovery,

unless otherwise agreed upon between EGPC and
CONTRACTOR and subject to the approval of the Minister
of Petroleum.

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

The "Optional Extension Period" shall mean a period. of five
(5) years which may be 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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(¢) Development operations shall upon the issuance of a 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 1s considered to be fully developed. It 1s
‘being understood that if associated gas 1s not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way 1o
avoid impairing the production 1n the Interests of the parties.

In the event no Commercial Production of Oil in regular shipments 1s
established in any Development Block within four (4) years from the
date of the Commercial Oil Discovery, such Development Block
shall immediately 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 Gas and Crude Oil in the form
of condensaie or LPG to be produced with or extracted from such
Gas shall, upon the signature of a Gas Sales Agreement Or
commencement of a scheme to dispose of the Gas, whether for export
as referred to in Article VII or otherwise, be started promptly by
Operating Company and be conducted in accordance with good gas
field practices and accepted petroleum en gineering principles and the
provisions of such Agreement Or scheme. In the event no
Commercial Production of Gas is established in accordance with such
agreement or scheme, the Development Lease relating to such Gas
shall be relinquished, unless otherwise agreed upon by EGPC.
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If, upon application by CONTRACTOR it is recognized by EGPC
that Crude Oil or Gas is being drained from a block under this
Agreement into a Development Block on an adjoining concession
area, the Block being drained shall be considered as participating 1n
the Commercial Production of the Development Block in question
with the ensuing allocation of costs and production (calculated from
the Effective Date or the date such drainage occurs, whichever 1s
later) between the two concession areas. The allocation ot such costs
and production under each concession agreement shall be in the same
proportion 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.
Failure by the parties in each concession area to agree on the
allocation of costs and/or production for such separate development
leases shall be resolved by expert determination, the expert to be
agreed upon by the two concerned parties. EGPC shall interfere and
induce the party or parties in each concession area to fully cooperate
and resolve the drainage matter in an expedient manner as per the
expert decision, such that neither party shall be unjustifiably
enriched. '

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

provisions of Article VII.
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(g) (1) without prejudice to tax exemptions granted under this
Agreement, CONTRACTOR shall be subject to Egyptian income
tax laws and shall comply with the requirements of such laws

with respect to the filing of returns, the assessment of tax, and
keeping and showing of books and records.

(2) CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount calculated as

follows:

The total of the sums received by CONTRACTOR from the sale
or other disposition of all Petroleum acquired by CONTRACTOR

pursuant to Article VII (a) and Article VII (b);

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

(ii) The value as determined according to Article VII (c), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
to EGPC in cash or in kind, if any,

Plus:

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

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

Egyptian Income Tax Law.
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(3) EGPC shall assume, pay and dischargt:, in the name and on “ehalf of
CONTRACTOR, CONTRACTOR's Egyptian income tax out of

EGPC's share of the Petroleum produced and saved and not used in
operations under Article VII. All taxes paid by EGPC in the name
and on behalf of CONTRACTOR shall be considered income to

CONTRACTOR as calculated in accordance with Annex "E" Article
VI.

(4) EGPC shall furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR's Egyptian income tax
for each Tax Year within ninety (90) days following the receipt by
EGPC of CONTRACTOR's tax declaration for the preceding Tax
Year. Such receipts shall be issued by the proper Tax Authorities and
shall state the amount and other particulars customary for such

receipts.

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

distribution of income or profits by CONTRACTOR.

(6) In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to the GOVERNMENT and
CONTRACTOR's Egyptian income taxes paid by EGPC on
CONTRACTOR's behalf, but EGPC shall not credit directly or
indirectly CONTRACTOR's Egyptian income taxes against EGPC's
Egyptian income taxes.
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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. Not later than
the end of the eighteenth (18th) month after the Effective Date,
CONTRACTOR shall start Exploratory drilling in the Area, with a
commitment of drilling five (3) wells and acquiring seismic during
the initial exploration period. EGPC shall make available for
CONTRACTOR's use all seismic, wells and other exploration data 1n
EGPC’s possession with respect to the Area as EGPC is entitled to so

do.

(b) The initial exploration period shall be three (3) years.
CONTRACTOR may extend this exploration period for two (2)
successive extension periods each of two (2) years respectively in
accordance with Article 11I(b), each of which upon at least thirty (30)
days prior written notice to EGPC, subject to its expenditure of its
minimum exploration obligations and of its fulfillment of the drilling
obligations hercundér, for the then current perjod. After drilling of a
well is commenced, CONTRACTOR shall diligently pursue drilling
such well to completion, or in accordance with Article I(v).

CONTRACTOR shall spend a minimum of seven million
(7,000,000) U.S. Dollars on exploration operations and activities
related thereto during the initial three (3) year explaratlon period;
provided that CONTRACTOR shall drill five (5) wells and acquire
seismic. For the first, two (2) Yyear, extension period that
CONTRACTOR elects to extend beyond the initial exploration
period, CONTRACTOR shall spend a minimum of three million
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(3,000,000) U.S.Dollars and for the second, two (2) year, extension
period that CONTRACTOR elects to extend beyond the two (2)

year first extension period, CONTRACTOR shall spend a minimum

of two million (2,000,000) U.S. Dollars. During the first extension
period that CONTRACTOR clects to extend beyond the imtial
exploration period, CONTRACTOR shall drill two (2) wells and,
during the second extension period CONTRACTOR shall drnill one
(1) well.

Should CONTRACTOR spend more than the minimum amount
required to be expended or drill more wells than the minimum
required to be drilled during the initial three (3) year 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 dnllied

during any succeeding exploration period or periods, 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 third (3rd)
year of the initial exploration period, having expended less than the
total sum of seven million (7,000,000) U.S. Dollars on Exploration
or in the event at the end of the three (3) years, CONTRACTOR has
expended less than said sum 1n the Area, an amount equal to the
difference between the said seven million (7,000,000) U.S. Dollars
and the amount actually spent on Exploration shall be paid by
CONTRACTOR to EGPC at the time of surrendering or within three
(3) months from the end of the third (3rd) year of the mitial
exploration period, as the case may be. Any expenditure deticiency
by CONTRACTOR at the end of any additional period for the

reasons above noted shall similarly result 1n a payment by
CONTRACTOR to EGPC of such deficiency. Provided this
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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 Commiercial Production.

Without prejudice to Article III (b), 1n case no Commercial Oil
Discovery is established or no notice of Commercial Gas Discovery
is given by the end of the seventh (7th) year, as may be extended
pursuant to Article V(a), or in case CONTRACTOR surrenders the
Area under this Agreement prior to such time, EGPC shall not bear
any of the aforesaid expenses spent by CONTRACTOR.

(c) At least four (4) months prior to the beginning of each Financial Year
or at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget for the Area setting forth the exploration
operations which CONTRACTOR proposes o carry out during the

ensuing year.

The Exploration Work Program and Budget shall be reviewed by a
joint committee to be established by EGPC and CONTRACTOR
after the Effective Date of this Agieement. This Commuittee,

hereinafter referred to as the "Exploration Advisory Committee”,
shall consist of six (6) members, three (3) of whom shall be
appointed by EGPC and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be
designated by EGPC from among the members appointed by 1t. The
Exploration Advisory Committee shall review and give such advice
as it deems appropriate with respect to the proposed Work Program
and Budget. Following review by the Exploration Advisory
Committee, CONTRACTOR shall make such revisions as
CONTRACTOR deems appropriate and submit the Exploration
Work Program and Budget to EGPC for its approval .



VAAY Lo iS00 5 (50) £ sandl — G Jl s 4 oY

: sleze ¥ la ano ail Ll ade azll e

Ly Jandl ol iy B gy ity sl i ol Jslaadd 5y ¥ -
1o i) Lol 3 aazall oliad | jaiig ol Y ooy sSidl & paid)

c dngdl dislya (s
¥l oo b e gphas (= 8Lkl Gy RIS (s -
Loyl ok 1LY AL G o JG) e 0l Szl f
i i 3y i) 1Y (85 a3 2y i il Lty
LQJ'JJ.L.-:I;.,JU G S BL 54> | &3S e DAY 2ds yuzass b

i s e dag Ll 3>Ul o ) 3

5,0y SlalaaY s Srluadty o1, J..élSJ'Luj)UI'tlL:ll > J il » A ()
RPN W SPIEY D UJURT-E3 | W IS | PRy NP [ YU s, oLl asll,
SR IS e ol sl 5l Judf e D pnn kgl 5,55 Y,
e A i LN oY e sy Ly 1dle 5 LiSC 0dciS oo
acliall
Sl U1 6L 5L ST sicg 1 phedl O, Ll ia a5zl
b doeaity ddlai «.G.:-;"i Sty ‘L’i B EN TR PUNE 3 PPUE P PO
SR GUBL_;_,;E.:.EUJY|
i St hooy . dzadl 5 LSUY 243 o 0,80 ol cnms cpdlll 21 6 s
s Lol UV UPIV- S RFPSTPIN VP SUPC S DU O sl pull alls ey aiglly



oY NAAY i ST 0 3 0, S0 £h saadl — R Il a4

Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially revise or modity said
Work Program and Budget nor reduce the approved budgeted

expenditure without the approval of EGPC;

(1) 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 respects
as Exploration Expenditure and shall be recovered pursuant
to the provisions of Article VII hereof.

(d) CONTRACTOR shall advance all necessary funds for all
materials, equipment, supplies, personnel, administration and
operations pursuant to the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aftoresaid costs. |

(¢) CONTRACTOR shall be responsible for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with good

industry practices.

Except as 1s appropriate for the processing of data. specialized
laboratory engineering and develonmernt studies thereon, to be
made in specialized centers outside A.K. E., all geological and

geophysical studies as well as any other studies related to the
performance of this Agreement, shall be made in the A. R. E.

CONTRACTOR shall entrust the management of Exploration
operations in 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 EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient
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powers to carry out immediately all lawful written directions
given to them by the GOVERNMENT or its representative

under the terms of this Agreement. All lawful regulations issued
or hereafter to be issued which are applicable hereunder and not

in conflict with this Agreement shall apply to CONTRACTOR.

() CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of each calendar quarter, with a Statement of Exploration
Activity, conducted 1n any portion of the Area not converted to a
Development Lease, showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR’s records and necessary
supporting documents shall be available for inspection by EGPC at
any time during regular working hours for three (3) months from the

date of receiving each statement.

Within the three (3) months from the date of receiving such
statement, EGPC shall advise CONTRACTOR in writing if it

considers:
(1) that the record of costs 1s not correct;

(2) that the costs of goods or services supplied are not in line with
the international market prices for goods or services of similar
quality supplied on similar terms prevailing at the time such

goods or services were supplied, pro;zided however, that
purchases made and scrvices performed within the A. R. E. shall

be subject to Article XX VI;

(3) that the condition of the materials furnished by CONTRACTOR
does not tally with their prices; or
(4) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connection with the problem

thus presented, and the parties shall attempt to reach a settlement which
1s mutually satisfactory.
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Any reimbursement due tc EGPC out of the Cost Recovery Petroleum as
a result of reaching agreement or of an arbitral award shall be promptly
made in cash to EGPC, plus simple interest at LIBOR plus two and half
percent (2.5%) per-annum from the date on which the disputed amount(s)
would have been paid to EGPC according to Article VII (a) (2) and
Annex "E" (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 Dollars deposits in the London Interbank Eurocurrency
Market on each fifteenth (15th) day of each month occurring between the
date on which the disputed amount (s) would have been paid to EGPC

and the date on which it is settled.

If the LIBOR rate is available on any fifteenth (15th) day but 1S not
published in the Financial Times in respect of such day for any reason,
- the LIBOR rate chosen shall be that nffered py Citibank N. A. to other
leading banks in the London Interbank Eurocurrency Market for one

month U. S. Dollar depositts.

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

are quoted.

[f within the time limit of the three (3) month period provided for in this
paragraph, EGPC has not advised CONTRACTOR of its objection to any
statement, such statement shall be considered as approved.
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(g) CONTRACTOR shall supply all funds necessary for its operations 1n
A. R. E. under this Agreement in freely convertible currency from
abroad. CONTRACTOR shall have the right to freely purchase
Egyptian currency in the amounts necessary for its operations in the
A.R.E. from any bank or entity authorized by the GOVERNMENT
to conduct foreign currency exchanges.

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

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

(a) MANDATORY :

At the end of the third (3rd) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a total of
twenty five percent (25%) of the original Area not then converted to
a Development Lease or Leases. Such relinquishment shall be

units of whole Exploration Blocks or parts of Exploration Blocks not
converted to Development Leases so as to enable the relinquishment

requirements to be precisely fulfilied.

At the end of the fitth (5th) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twenty-five percent (25%) of the original Area not then
converted to a Development Lease or Leases. Such relinquishment
shall be in units of whole Exploration Blocks or parts of Exploration
Blocks not converted to Development l.eases so as to enable the

relinquishment requirements to be precisely fulfilled.
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Without prejudice to Articles III and XXIII and the last three
paragraphs of this Article V (a), at the end of the seventh (7th) year
of the exploration period, CONTRACTOR shall relinquish the
remainder of the Area not then converted to a Development Lease or
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 III (d)
shall, subject to such approval, be deemed converted to Development
L eases.

CONTRACTOR shall not be required to relinquish any Exploration
Block or Blocks on which a Commercial Oil or Gas Well 1s
discovered before the period of time referred to in Article III (c¢)
given to CONTRACTOR to determine whether such Well 1s a
Commercial Discovery worthy of development, or to relinquish an
Exploration Block in respect of which a notice of Commercial Gas
Discovery has been given to EGPC subject to EGPC's right to agree
on the existence ot a Commercial Discovery pursuant to Article
I1I(c), and without prejudice to the requirements of Article III ().

In the event at the end of the initial exploraﬁon period or either of
the two successive extensions of the initial exploration period, a well
1s actually drilling or testing, CONTRACTOR shall be allowed up to
six (6) months to enable it to discover a Commercial Oil 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.
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(b) 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 voluntary
relinquishment its exploration obligations under Article I'V (b) have
been satisfied for such period.

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

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

exploration period. |
ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall form in
the A. R. E. an operating company pursuant to Article VI (b) and
Annex "D" (hereinafter referred to as "Operating Company"’) which
shall be named by mutual agreement between EGPC and

CONTRACTOR and such name shall be subject to the approval of
the Minister of Petroleum. Said Company shall be a private sector

company. Operating Company shall be subject to the laws and
regulations in force in the A.R.E. to the extent that such laws and
regulations are not inconsistent with the provisions of this
Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following laws
and regulations as now or 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 Companies and limited
lhability companies;
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_ Law No. 97 of 1983, promulgating the law conceming public
sector organization and companies;

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

- Law No. 38 of 1994, organizing dealings in foreign currencies.

(b) The Charter of Operating Company 1s hereto attached as Annex "D".
Within thirty (30) days after the date of Commercial O1l 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 EGPC and CONTRACTOR), the Charter shall take
effect and Operating Company shall automatically come into
existence without any further procedures. The Exploration Advisory
Committee shall be dissolved upon the relinquishment of the Area
not converted into a Development Lease.

(c) Ninety (90) days after the date Operating Company comes 1nto
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for further Exploration and Development
in any portion of the Area converted 1nto 2 Development Lease tor
the remainder of the year in which the Commercial Discovery 1S
made: and not later than four (4) months before the end of the
current Financial Year (or such other date as may be agreed upon by
EGPC and CONTRACTOR) and four (4) months preceding the
commencement of each succeeding Financial Year thereafter (or
such other date as may be agreed upon by EGPC and
CONTRACTOR), Operating Company shall prepare an annual
Production Schedule, Work Program and Budget for further
Exploration and Development in any portion of the Area converted
into a Development Lease for the succeeding Financial Year. The
Production Schedule, Work Program and Budget shall be submitted
to the Board of Directors for approval. The Work Program and
Budget for further Exploration in any portion of the Area not
converted into a Development Lease shall be implemented, reviewed
and approved in accordance with Article IV (c).



VAAY L a8t 0 5 (50) £ sl — e Sl A A

g (V) C,.-__,..i.d|r_,.=.l|‘_g.Lr.:'.‘u_ M J.QJAL,JCJL:LJJLULU'EJJJI'UE( 5 )
dbiad Luidl g bl g pasme Syl 3 G peSan s kiny gl JS
SV 5ade JW il e Sl Giadtly LY Giadl 5 L)
by Il Sl bylazel 3 350 o Je o L850 Y susat] LY
& Lt Wil w32 L5 Ll aid! s ol 3 505 ol + Saazall
. . AL
235 Ml AT aledb I g2 U3 o sasedl 5, 2000 Lol AUl s,
(\o),.“;_,_.nulr,.n. (V) J_,‘}l j..JIL,_«_u;.‘ Gl () nJ.uJIuJ

P B S e oF B L oL Lol il -y ()
u‘"” CJL..“.: nJhLaJLuJa_Uul.a\l-,lJJ LuL,.ﬂ-..L.uLg.U C_,....n..ou_.sl_..._a-
CJL.II Jesids g WL L6.4L Jpad! o, J.JI uu.u.l;, cLa.JI _,L;l
Lol S, sl olii gyl L B ot el JI i
LY eds i ke Lo pail! sk i ol s all il b Sl
LSl 28 L2l aads B Zew IS 50 LI ey, (1) Od | D 3,

oSN Ay SNt sl B gV O ldae 5,8 I sy 151 ()
w_,_,u._.ur,u LI alls 5 28 M Lplmmu.,u i@ IS 2l
ol slazie Lo it e sl Gl Lo 3L ¥ L J,Lally L i
A.J 023 ¢« podl szl U ‘,U:u.n......c_, 3135101 Gl famzis
o .J,usu%u,w-,,cjl,aljlgu;ggl



W AV L ST (e £e sadl = Deeu 5 3

(d) No later than the twentieth (20th) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of its

total cash requirements for expenditure for the first haif and the
second half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take mto
consideration any cash expected to be on hand at month end.

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

(e) Operating Company is authorized to keep at its own disposal abroad
in 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 A.R.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 appropriate 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.

(f) If and for as long during the period of production operations there
ex1sts an excess capacity n facilities which cannot during the period
of such excess be used by the Operating Company, EGPC and
CONTRACTOR will consult together to find a mutually agreed
formula whereby EGPC may use the excess capacity if it so desires

without any unreasonable financial or unreasonable operational
disadvantage to the CONTRACTOR.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost Recovery Petroleum :

Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover quarterly all costs and expenses in respect
of all the Exploration, Development and related operations under this
Agreement to the exté,m and out of thirty five pérccnt (35%) of all
Petroleumn produced and saved from all Development Leases within the

Area hereunder and not used in Petroleum operations. Such Petroleum 1s

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. "Exploration 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, repair
and maintenance of assets but shall not include any of the following:
sidetracking, redrilling and changing of the status of a well,
replacement of assets or part of an asset, additions, improvements,
renewals or major overhauling that extend the life of the asset.

Exploration Expenditures, Development Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleum 1 the following manner :

(1) Exploration Expenditures including those accumulated prior 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 delveries of Gas
are made, shall be recoverable at the rate of twenty-five percent
(25%) per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which
mitial Commercial Production commences, whichever is the
later date.

(11) Development Expenditures, including those accumuiated prior to
the commencement of initial Commercial Production which for
the purposes of this Agreement shali mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas
are made, shall be recove;ablc at the rate of twenty-five percent
(25%) per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which

initizal Commercial Production commences, whichever is the
later date.

(1) Operating Expenses, incurred and paid after the date of initial
Commercial Production, which for the purposes of this

Agreement shall_ mean the date on which the first regular

., -
- Ctaa
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shipment of Crude Qil or the first deliveries of Gas are made,
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial Commercial Production occurs, whichever is the later

date.

(iv) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (ii) and (i11) preceding, exceed
the value of all Cost Recovery Petroleum for such Tax year, the
excess shall be carried forward for recovery in the next
succeeding Tax Year (s) until fully recovered, but in no case
after the termination of this 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 in one quarter as thus allocated, shall be

carried forward for recovery in the next quarter.

(2) Except as provided in Article VII (a) (3) and Article VI (¢) (1),
CONTRACTOR shall each quarter be entitled to take and own all
Cost Recovery Petroleum, which shall be taken and disposed of in
the manner determined pursuant to Article VII (e). To the extent
that the value of all Cost Recovery Petroleum (as determined in
Article VII (c)) exceeds the actual recoverable costs and
expenditures, including any carry forward under Article VII (a)
(1) (iv) and (v), to be recovered in that quarter, then the value of
such Excess Cost Recovery Petroleum shall be split between
EGPC and CONTRACTOR in accordance with the percentage
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specified in Article VII (b) 1 below and EGPC's share shall be
paid by CONTRACTOR to EGPC either (i) in cash in the manner
set forth in Article IV of the Accounting Procedure contained in

Annex "E'" or (ii) in kind in accordance with Article VII (a) 3.

(3) Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice m writing to
CONTRACTOR to require payruent of up to one hundred percent

(100%) of EGPC'’s share of Excess Cost Recovery Petroleum in
kind. Such payment will be im Crude Oil from the Area F.O.B.

export terminal or other agreed delivery point provided that the
amount of Crude Oil taken by EGPC in kind i a quarter shall not
exceed the value of Cost Recovery Crude Oil actually .tal{f:n and
separately disposed of by CONTRACTOR from the Area during
the ptcvious quarter. If EGPC’s entitlement to receive payment of
its share of the Excess Cost Recovery Petroleum in kind is
limited by the foregoing provision, the baiancc of such entitlement

shall be paid in cash.

(b) Production Sharing

(1) The remaining sixty five percent (65%) of the Petroleum shall be
divided between EGPC and the CONTRACTOR according to
the following shares. Such shares shall be taken and disposed of
pursuant to Article VII (e):
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(i) Crude Oil

Crude Ol produced and saved
under this Agreement and not
used 1n Petroleum operations.
Barrels per day (BOPD)
(quarterly average).

That portion or increment up
to 5,000 BOPD.

That portion or increment in
excess of 5,000 BOPD

and up to 10,000 BOPD.

That portion or increment 1n
excess of 10,000 BOPD

and up to 15,000 BOPD.

That portion or increment 1n
excess of 15.000 BOPD
-and up to 20,000 BOPD.

That portion or increment in
excess of 20,000 BOPD

and up to 25,000 BOPD.

That portion or increment in
excess of 25,000 BOPD
and up to 50,000 BOPD.

That portion pr increment in
excess of 50,000 BOPD
and up to 100 BOPD.

That por-tinni In excess of
100,000 BOPD.

EGPC
SHARE

84%
Eighty four percent

84%
Eighty four percent

84%
Eighty four percent

8%
Eighty five percent

86%
Eighty six percent

87%
Eighty seven percent

88%
Eighty eight percent

89%
Eighty nine percent

CONTRACTOR
SHARE

16%
Sixteen percent

16%
Sixteen percent

16%
Sixteen percent

1 5%
Fifteen percent

14%

- Fourteen percent

13%
Thirteen percent

12% -
Twelve percent

11%
Eleven percent
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(i) Gas and LPG:

EGPC CONTRACTOR
SHARE SHARE
Gas and LPG produced and _ 34% 16%
saved under this Agreement Eighty four percent Sixteen percent

and not used 1 Petroleum
Operations.

(2) After the end of each contractual year during the term of any (as
Sales Agreement entered into pursuant to Article VII (e), EGPC
and CONTRACTOR (as sellers) shall render to EGPC (as buyer)
a statement for an amount of Gas, if any, equal to the amount by
which the quantity of Gas of which EGPC (as buyer) has taken
delivery falls below seventy five percent (75%) of the Contract
quantities of Gas as established by the applicable Gas Sales
Agreement (the "Shortfall"), provided the Gas 1s available.
Within sixty (60) days of receipt of the statement, EGPC (as
buyer) shall pay EGPC and CONTRACTOR (as sellers) for the
amount of the "Shortfall", if any. The Shortfall shall be included
in EGPC’s and CONTRACTOR’s entitlement to Gas pursuant to
Article VII (2) and Article VII (b) in the fourth (4th) quarter of
such contractual year.

Quantities of Gas not taken but to be paid for shall be recorded
in a separate " Take-or-Pay Account". Quantities of Gas ("Make
Up Gas") which are delivered in subsequent years im €Xcess of
seventy five percent (75%) of the Contract quantities of (as 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 entitlements to Gas pursuant to Article VII
(a) and Article VII (b). CONTRACTOR shall have no rights to

such Make Up Gas.
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The percentages set forth in Article VII (a) and this Article VII
(b) in respect of LPG produced from a plant constructed and
operated by or on behalf of EGPC and CONTRACTOR shall
apply to all LPG available for delivery.

(¢) Yaluation of Petroleum :
(1) Crude Oil :

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

(11) "Market Price" shall mean the weighted average prices
realized from sales by EGPC or CONTRACTOR during the
quarter, whichever is higher, provided that the sales to be
used In arriving at the weighted average (s) shall be sales of
comparable quantities on comparable credit terms in freely
convertible currency from F.O.B. point of export sales to
non-affiliated companies at arm’s length under all Crude Oil
sales contracts then in effect, but excluding Crude Oil sales
contracts ivolving barter and,

(1) Sales, whether direct or indirect, through brokers or

otherwise, of EGPC or CONTRACTOR to any Affiliated
Company.

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

incentives for commercial arm’s length crude oil sales.
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(1) It is understood that in the case of C.LF. sales, appropriate
deductions shall be made for transport and insurance charges to
calculate the F.O.B. point of export price: and always taking into

account the appropriate adjustment for quality of Crude Qil,

freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shall be determined

separately for each Crude Oil or Crude Oil mix, and for each

port of loading.

(tv) If during any calendar quarter, there are no such sales by EGPC
and/or CONTRACTOR under the Crude Oil sales contracts in
effect, EGPC and CONTRACTOR shall mutually agree upon
the Market Price of the barrel of Crude Qil to be used for such
quarter, and shall be guided by all relevant and available
evidence including current prices in freely convertible currency
of leading crude oils produced by major oil producing countries
(in the Arabian Gulf/at 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 is 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 Qil

to be valued, was sold, and always taking into consideration
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appropriate adjustments for Crude Oil quality, freight advantage
or disadvantage 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 nimety
(90) days insurance premiums, 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 mterest rates.

[t is the intent of the Parties that the value of the Cost Recovery
Crude Oil shall reflect the prevailing market price for such

Crude Ol

(v) If either EGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph (i1) above does not
reflect the prevailing market price or in the event they fail to
agree on Market Price for any Crude O1l produced under this
Agreement for any quarter within fifteen (15) days after the end
thereof, any party may elect at any timé thereafter to submit to a
single arbitrator the question, what single price per barrel, in the
arbitrator’s judgment, best represents for the pertinent quarter
the Market Price for the Crude Oil 1n 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 n the

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

The arbitrator shall be as nearly as possible a person with an
established reputation in the international petroleum industry as
an expert in pricing and marketing crude oil in international

CONMINErce.

The arbitrator shall not be a citizen of a country which does not
have diplomatic relations with the A.R.E., and BAHAMAS. He

may not be, at the time of selection, employed by, or an
arbitrator or consultant on a continuing or frequent basis to, the
American Petroleum Institute, the Orgamzation of the Petroleum
Exporting Countries or the Organization of Arab Petroleum
Exporting Countries, or a consultant on a continuing basis to
EGPC, CONTRACTOR or an Affiliated Company of either, but
past occasional consultation with such companies, with other
petroleum companies, governmental agencies or organizations
shall not be a ground for disqualification. He may not have been,
at any time during the two (2) years before selection, an
employee of any petrolenm company or of any governmental
agency or organization.
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Should a selected person decline or be unable to serve as
arbitrator or shouid the position of arbitrator fall vacant prior to
the decision called for, another person shall be chosen in the
same manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the

arbitrator.

The arbitrator shall make his determination in accordance with
the provisions of this paragraph, based on the best evidence
available to him. He will review oil sales contracts as well as
other sales data and information but shall be free to evaluate the
extent to which any contracts, data or information 1s
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the
arbitrator and furnish him written materials provided the
arbitrator may impose reasonable limitations on this right.
EGPC and CONTRACTOR each shall cooperate with the
arbitrator to the fullest extent and each shall insure such
cooperation of its trading companies. The arbitrator shall be
“provided access to crude oil sales contracts and related data and
information which EGPC and CONTRACTOR or their trading
companies are able to make available and which in the judgment
of the arbitrator might aid the arbitrator in making a vald

determination.

(vi) Pending Market Price agreement by EGPC and CONTRACTOR
or determination by the arbitrator, as applicable, the Market
Price agreed for the quarter preceding the quarter in question
shall remain temporarily in effect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous quarter, it shall
promptly be reimbursed such loss by the other party plus simple
interest at the LIBOR plus two and half percent (2.5%) per
annum rate provided for in Article IV (f) from the date on which
the disputed amount (s) should have been paid to the date of

payment.
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(2) Gas and LPG

(i) The Cost Recovery and Production Shares of Gas subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) entered into pursuant to Article
VII (e) shall be valued, delivered to and purchased by EGPC at a

price determined monthly according to the following formula :

F
PG = 0.85 X———— X H
4296 X 10°
Where:
PG = the value of the Gas in U.S. Dollars per thousand standard cubic
feet (MSCEF).

F = a value in U.S. Dollars per metric ton of the Crude Oil of Gulf of
Suez Blend "FOB Ras Shukheir" A.R.E., calculated by referning to

"Platt’s Qilgram Price Report "during a month under the heading
*Spot Crude Price Assessment for Suez Blend". This value retlects

the total averages of the published high and low 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 shall be
calculated on the basis of a conversion factor to be agreed upon
annually between EGPC and CONTRACTOR.

H = the number of British Thermal Units (BTU's) f.)cr thousand standard
cubic feet (MSCF) of the Gas, based on gross calorific value.

In the event that the value of F cannot be determined because Platt’s
Oilgram Price Report is not published at all during a month, EGPC

and CONTRACTOR shall meet and agree the value of F by

reference to other published sources. In the event that there are no
such published sources or if the value of F cannot be determined

pursuant to the foregoing for any other reason, EGPC and
CONTRACTOR shall meet and agree to a value of F.
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Such evaluation of Gas under a formula providing for a fifteen
percent (15%) discount is based upon delivery at the delivery point
specified in Article VI (e) 2 (ii) below, and is to enable EGPC to
finance and maintain the portions of the pipeline distribution system
to be provided by EGPC.

(11) The Cost Recovery and Production Shares of LPG produced
from a plant constructed and operated by or on behalf of EGPC
and CONTRACTOR shall be separately valued for propane and
outane at the outlet of such LPG plant according to the

following formula (unless otherwise agreed between EGPC and

CONTRACTOR):
F
PLPG = 095 PR -(J X 0.85 X — )
42.96 X 10°

Where:

PLPG = LPG price (separately determined for propane and bufane) 1n
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.

J = BTU’s removed from the Gas stream by the LPG plant per metric ton
of LPG produced.
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F — the same value as F under sub-paragraph (i) above.

[n the event that Platt’s LPGaswire is issued on certain days
during a month but not on others, the value of PR shall be
calculated using only those issues which are published during
such month. In the event that the value of PR cannot ve
determined because Platt’s LPGaswire is not published at all
during a month, EGPC 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 EGPC and CONTRACTOR shall meet and
agree to the value of PR by reference to the value of LPG

(propane and butane) delivered FOB from the Mediterranean

Area.

Such valuation of LPG is based upon delivery at the delivery
point specified in Article VII (e) (2) (i) -

(111) The prices of Gas and LPG so calculated shall apply during the

same month.

(iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than to EGPC
pursuant to Article VII (e) shall be valued at their actualreallzed

- price.
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(d) Forecasts:

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

calendar semester in accordance with good oil and gas industry practices.

Operating Company shall endeavor to produce each calendar
semester the forecast quantity. The Crude Oil shall be run to storage
tanks or offshore loading facilities constructed, maintained and operated
according to GOVERNMENT regulations, by Operating Company 1n
which said Crude Oil shall be metered or otherwise measured for royalty,
and other purposes required by this Agreement. Gas shall be handled by

Operating Company in accordance with the provisions of Article Vil(e) .

(e) Disposition of Petroleum :

(1) EGPC andl CONTRACTOR shall have the right and the
obligation to separately take and dispose of, currently all of the
Crude Qil to which each is entitled under Article VII (a) and
Article VII (b). Subject to payment of sums due to EGPC under
Article VII (a) (2) and Article IX, CONTRACTOR shall have
the right to retain abroad all funds acquired by it including the
proceeds from the sale of its share of Petroleum exported.
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Notwithstanding anything to the contrary under this Agreement
priority shall be given to meet the requirements of the A.R.E.
market from CONTRACTOR’s share under Article VII (b) of
the Crude Oil produced from the Area and EGPC shall have the
preferential right to purchase such Crude Oil at a price to be
determuned pursuant to Article VII (¢). The amount of Crude Oil
so purchased shall be a portion of CONTRACTOR’s share
under Article VII (b). Such amount shall be proportional to

CONTRACTOR’s share of the total production of crude oil
from the concession areas in the A.R.E. that are also subject to

EGPC’s preferential right to purchase. The payment for such
purchased amount shall be made by EGPC in U.S. Dollars or in

any other freely convertible currency remittable by
CONTRACTOR abroad.

It is agreed upon that EGPC shall notify CONTRACTOR., at
least forty-five (45) days prior to the beginning of the calendar

semester, of the amount to be purchased during such semester
under this Article VII (e) (1).

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

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

(11) In the event that EGPC is to be the buyer of Gas, the disposition
of Gas to the local markets as indicated above shall be by virtue

of long term Gas Sales Agreements to be entered into between
EGPC and CONTRACTOR (as sellers) and EGPC (as buyer).

EGPC and CONTRACTOR (as sellers) shall have the 6bligati0n
to deliver Gas to the following point where such Gas shall be
metered for sales, royalty, and other purposes required by this

Agreement :
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(a) In the event no LPG Plant is constructed to process such gas, the
delivery point shall be at the flange connecting the lease pipeline
to the nearest point on the National Gas Pipeline Grid System as
depicted in Annex "F" hereto, or as otherwise agreed by EGPC
and CONTRACTOR.

(b) In the event an LPG Plant is constructed to process 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 outlet to the nearest pcint on the
National Gas Pipeline Grid System as depicted in Annex "F", or
as otherwise agreed by EGPC and CONTRACTOR. Such
pipeline shall be owned in accordance with Article VII (a) by
EGPC, and 1is cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant to
Article VIL '

(ii1) EGPC and CONTRACTOR shall consult together to determine
whether to build an LPG plant for recovering LPG from any Gas
produced hereunder. In the event EGPC and CONTRACTOR decide
to build such a plant, the plant shall, as is appropriate, be in the
vicinity of the point of delivery as determined in Article 1. Delivery
of LLPG for royalty and other purposes required by this Agreement
shall be at the outlet of the LPG plant. The costs of any such LPG
plant shall be recoverable in accordance with the provisions of this
Agreement unless the Minister of Petroleum agrees to accelerated
IECOVErY.
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(iv) EGPC (as buyer) shall have the option to elect, by ninety (90)
days prior written notice to EGPC and CONTRACTOR (as
sellers), whether payment for the Gas which is subject to a as
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII (c¢),
and to which CONTRACTOR is entitled under the Cost
Recovery and Production Sharing provisions of Article VII,

- shall be made 1) in cash or 2 ) in kind.

Payments in cash shall be made by EGPC (as buyer) at intervals

provided for in the relevant Gas Sales Agreement in U.S.

Dollars, remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by converting the value of

Gas and LPG to which CONTRACTOR is entitled into
equivalent barrels of Crude O1l to be taken concurrently by
CONTRACTOR from the Area, or to the extent that such Crude
Oil 1s insufficient, Crude Oi1l from CONTRACTOR’s other

concession areas or such other areas as may be agreed. Such
Crude Oil shall be added to the Crude Ol that CONTRACTOR

15 otherwise entitled to hift under this Agreement. Such
equivalent barrels shall be calculated on the basis of the
provisions of Article VII (c) relating to the valuation of Cost

Recovery Crude Oil.
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Provided that:

(ad) 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 is insufficient Crude Oil

available for conversion as provided for above;

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

Payments to CONTRACTOR (whether in cash or kind), when
related to CONTRACTOR’s Cost Recovery Petroleum, shall be
included in CONTRACTOR s Statement of Recovery of Cost and of
Cost Recovery Petroleum referred to in Article IV of Annex "E" of

this Agreement.

(v) Should EGPC (as buyver) fail to enter into a long-term Gas Sales
Agreement with EGPC and CONTRACTOR (as sellers) within five
(5) years (unless otherwise agreed) from a notice of Commercial Gas
Discovery pursuant to Article ITI[, EGPC and CONTRACTOR shall
have the right to take and freely dispose of the quantity of Gas and
LPG in respect of which the notice of Commercial Discovery is

given by exporting such Gas and LPG.

(vi) The proceeds of sale of CONTRACTOR's share of Gas and LPG
disposed of pursuant to the above sub-paragraph (v) may be freely
remitted or retained abroad by CONTRACTOR.
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(vii) In the event EGPC and CONTRACTOR agree to accept new Gas
and LPG producers to join in an ongoing export project, such
producers shall have to contribute a fair and equitable share of the

Investment made.

(vii1) (aa) Upon the expiration of the five (5) year period referred to in
Article VII (e) (2) (v) above, CONTRACTOR shall have the
obligation to exert its reasonable efforts to find an export
market for Gas reserves.

(bb) In the event, at the end of the five (5) year period referred to
under Article VII (e)(2)(v), CONTRACTOR and EGPC have
not entered mnto a Gas Sales Agreement, CONTRACTOR shall
retain 1ts rights to such Gas reserves for a further period of up
to seven (7) years, subject to Article VII (e)(2)(vii) (cc),
during which period EGPC shall attempt to find a market for
(Gas reserves.

(ccy CONTRACTOR shall, at any time nrior to the expiry of such
further seven (7) year period, surrender the Gas reserves, if
CONTRACTOR does not accept an offer from EGPC of a Gas
Sales Agreement within six (6) months from the date such
offer 1 made, provided, that in such ‘Gas Sales Agrcemcnt or
Gas disposal scheme offered to CONTRACTOR, the relevant
technical and economic factors to enable a commercial

contract or scheme are taken into consideration, including :
' - A sufficient delivery rate;

- Delivery pressure to enter the National Gas Pipeline Grid
System at a mutuaily accepted point of delivery;
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s
- Delivered Gas quality specifications not mMore

stringent than those imposed or required for the

National Gas Pipeline Grid System; and
- The Gas prices as specified in this Agreement.

(dd) In the event that CONTRACTOR has not entered mto a
Gas Sales Agreement pursuant to Article VII (¢) (2) or

otherwise found an acceptable scheme for commercial
disposal of such Gas, at the time of the expiration of
twelve (12) years from CONTRACTOR's notice of
Commercial Discovery of Gas, CONTRACTOR and
EGPC shall consult each other on the disposition of the

Gas reserves in respect of which such notice has been

given.

(ix) CONTRACTOR shall not be obligated to surrender a
 Development Lease based on a Commercial Gas Discovery, 1f

Crude Qil has been discovered in commercial quantities in the

same Development Lease and vice versa.
(f) Operations :

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

otherwise.
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(g) Tanker Scheduling :

At a reasonable time prior to the commencement of Commercial

Production EGPC and CONTRACTOR shall meet and agree upon a
procedure for scheduling tanker liftings from the agreed upon point
of export.

ARTICLE Vi1
TITLE TO ASSETS

(a2) EGPC shall become the owner of all CONTRACTOR acquired
and owned assets which assets were charged to Cost Recovery
by CONTRACTOR in connection with the operations carried
out by CONTRACTOR or Operating Company in accordance
with the following :

(1) Land shall become the propcrty. of EGPC as soon as it 1s
purchased.

(2) Title to fixed and movable assets shall be transferred

automatically and gradually from CONTRACTOR to
EGPC as they become subject to recovery in accordance

with the provisions of Article VII; however the full title to
fixed and movable assets shall be transferred automatically
from CONTRACTOR to EGPC when 1ts total cost has been
recovered by CONTRACTOR in accordance with the
provisions of Article VII or at the time of termination of
this Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever first occurs.

The book value of the assets created during each calendar
quarter shall be communicated by CONTRACTOR to

EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the end of each

quarter.
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(b) During the term of this Agreement and the renewal period EGPC,
CONTRACTOR and Operating Company are entitled to the full
use and enjoyment of all fixed and movable assets referred to
above in connection with operations hereunder or under any
other Petroleum concession agreement entered into by the
Partlcs Proper accounting adjustment shall be made.
CONTRACTOR and EGPC shall not dispose of the same except
with agreement of the other.

(c) CONTRACTOR and Operating Company may freely import into
the A.R.E.. use therein and freely export at the end of such use,
machinery and equipment which they either rent or lease 1n
accordance with good industry practices, including but not
limited to the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPC as a signature Bonus the sum
of One million (1,000,000) U.S. Dollars on the Effective Date.

(b) CONTRACTOR shall pay to EGPC the sum of two million
(2,000,000) U.S. Dollars as a production bonus when the total
average daily production from the Area first reaches the rate of
twenty-five thousand (25,000) barrels per day for a period of
thirty (30) consecutive producing days. Payment will be made

within fifteen (15) days thereafter.

(c¢) CONTRACTOR shall also pay to EGPC the additional sum of
four million (4,000,000) U.S. Dollars as a production bonus

when the total average daily production from the Area first
reaches the rate of fifty thousand (50,000) barrels per day for a
period of thirty (30) consecutive producing days. Payment will

be made within fifteen (15) days thereafter .
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(d) CONTRACTOR shall also pay to EGPC the additional sum of
eight milhion (8,000,000) U.S. Dollars as a production bonus
when the total average daily production from the Area first:
reaches the rate of one hundred thousand (100,000) barrels per
day tor a period of thirty (30) consecutive producing days.
Payment will be made within fifteen (15) days thereafter.

(e) All the above mentioned bonuses shall in no event be recovered
by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article III (¢) (iv),
production from such sole risk Area shall be considered for the
purposes of this Article IX only if CONTRACTOR exercises its
option Lo share in such_ production, and only from the initial date

of sharing.

(g) Gas shall be taken into account for purposes of determining the
total average daily production from the Area under Article IX
(b-d) by converting daily Gas delivered mto equivalent barrels
of daily Crude Oil production in accordance with the following

formula :

MSCFx H x 0.136 = equivalent barrels of Crude Oil
where
MSCF = one thousand Standard cubic feet of Gas.

H = the number of Million British Thermal Units (BTU’s)
per MSCF .
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

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

The General Manager and Deputy General Manager shall be entrusted by

CONTRACTOR with sufficient power to carry out immediately all local
 written directions given to them by the GOVERNMENT or its

representatives under the terms of this Agreement.

All lawful regulations issued or hereafter to be issued which are
applicable hereunder and not in conflict with this Agreement shall apply
to the duties and activities of the General Manager and Deputy General

Manager.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the General Manager or which are sent to him
by registered mail to CONTRACTOR’s office in the A.R.E.

All matters and notices shall be deemed to be validly served which are
delivered to the office of the Chairman of EGPC or which are sent to him
by registered mail at EGPC’s main office in Cairo.

ARTICLE X1
SAVING OF PETROLEUM AND PREVENTION OF LOSS

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

generally accepted methods in use in the oil and gas industry to
prevent loss or waste of Petroleum above or under the ground in any

form during drilling, producing, gathering, and distributing or
storage operations. The GOVERNMENT has the right to prevent
any operation on any well that it might reasonably expect would |
result in loss or damage to the well or the oil or gas field.
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(b) Upon completion of the drilling of a productive well, Operating
Company shall inform the GOVERNMENT or its representative
of the time when the well will be tested and the production rate

ascertamed.

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

representative, which shall not be unreasonably withheld.

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

available at all reasonable times for examination by authorized
representatives of the GOVERNMENT.

(e) Daily 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 strata.

(f) Any substantial change of mechanical conditions of the well after

its completion shall be subject to the approval of the
representative of the GOVERNMENT.
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ARTICLE X11
CUSTOMS EXEMPTIONS

(a) EGPC, CONTRACTOR, and Operating Company shall be

permitted to import and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministerial
Decision No. 2354 of 1993 issued by the Minister of Finance, as
now or hereafter amended or substituted) of any nature (except
where an actual service has been rendered to CONTRACTOR
by a competent authority), 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
to be used 1n op_crations), electric apphiances, air conditioners for
oifices, fields, housing and facilities, electronic appliances,
computer hardware and software, as well as spare parts required
for any of the imported items, all subjcct to a duly approved
certificate issued by the responsibie representative nominated by
EGPC for such purpose, which states that the imported items are
required for conducting the operations pursuant to this
Agreement. Such certificate shall be final and binding and shall
automatically result 1n ‘the importation and the exemption

without any further approval, delay or procedure.

(b) Machinery, equipment, appliances and means of transport and

transportation imported by EGPC's, CONTRACTOR's and
Operating Company's contractors and sub-contractors

temporarily engaged in any activity pursuant to the operations
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which are the subject of this Agreement, shall be cleared under
the "Temporary Release System' without payment of customs
duties, any taxes, levies or fees (including fees imposed by
Ministerial Decision No. 254 of 1993 issued by the Minister of
Finance, as now or hereafter amended or substituted) of any
nature (except where an actual service has been rendered to
CONTRACTOR by a competent authority), upon presentation
of a duly approved certificate 1ssued by an EGPC responsible
representative nominated by EGPC for such purpose which
states, that the imported items are required for conducting the
operations pursuant to this Agreement. Items (cxcluding cars not
to be used in operations) set out in Article XII (a) imported by
EGPC's, CONTRACTOR's and Operating Company's
contractors and sub-contractors for the atoresaid operations, 1n
order to be installed or used permanently or consumed, shall
meet the conditions for exemption set forth in Article XII (a)
after being duly certified by an EGPC responsiblé representative
to be used for conducting operations pursuant to thus Agreement.

The expatriate employees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from customs duties and other
ancillary taxes and charges except within the limits of the
provisions of the laws and regulations applicable 1n the A R.E.
However, personal houschold goods and furniture (including
one (1) car) for each expatriate employee of CONTRACT OR
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 approprigigr customs authorities by CONTRACTOR or
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Operating Company approved by an EGPC 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 concermned expatriate employee.

(d) Items imported into the A.R.E. whether exempt or not exempt

from customs duties and other ancillary taxes and charges
hereunder, may be exported by the importing party at any time

after obtaining EGPC’s approval, which approval shall not be
unreasonably withheld, without any export duties, axes or
charges or any taxes or 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 EGPC which
approval shall not be unreascnably withheid. 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 tarift épplicable on the date of

sale, unless such items have already been sold to an Affiliated
Company of CONTRACTOR, if any, ot EGPC, having the same
exemption, or unless title to such 1tems (cxcluding cars not used

in operations) has passed 10 EGPC. In the event of any such saie

under this paragraph (d), the proceeds from such sale shall oe

divided in the foliowing manner:

CONTRACTOR shall be entitled to reimbursement of 1fs

unrecovered cost, if any, in such items and the excess, if any,

shall be paid to EGPC.
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(e) The exemption provided tor in Article XII (a) shall not apply to
any imported items when items of the same or substantially the
same kind and quality are manufactured locally, mccﬁng
CONTRACTOR's and/or Operating Company's specifications
for quality and safety, and are available for timely purchase and
delivery in the A.R.E. at a price not higher than ten percent
(10%) of the cost of the imported item, before customs duties
but after freight and insurance cost, if any have been added.

(f) CONTRACTOR, EGPC and their respective buyers shall have
the right to freely export the Petroleum produced from the Area
pursuant to this Agreement; no license shall be required, and
such petroleurn shall be exempted {rom any customs duties, any

taxes, levies or any other imposts in respect of the export of

Petroleum hereunder.

ARTICLE X111
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, 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 m the petroleum
industry, and such other books and recerds 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 accounﬁn g records in United States

Dollars.
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Operating Company shall furnish 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
delivered to the GOVERNMENT or its representative within
thirty (30) days after the end of the month covered in the retum.

(b) ‘The aforesaid books of account and other books and records

©

referred to abovc shall be avaﬂablc at all reasonable tuncs for

inspcction by duly authorized representatives of the

GOVERNMENT.

CONTRACTOR shall submit to EGPC 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 EGPC. The Balance

Sheet and financial statements shall be certified by an Egyptian

certified accounting firm.



( poas éal pf Daldt)

Jid 19 19 et

SV a5 Jaizo s logol 5l LIl LS 182015 Joalh amy (1)

i W el U s 1> Vs Bl 0 5 e ke 1

i oSl M gl 5l Udaadl sl K8 ity JoUall Sy ¢ dilact

skl 5 Lelat 5T 2 S el LS i Ll oyl Uiy it

0o paxic bW olde b Lol oblodly oladall ¢ 3, iall

s 5 Ll LAt Gl 2 15l SULLeall 2 38,201 450, . L3 LY

alll 3 sumen oo a8 Ledl LS00 Lo yod Uiy i dayl )l 5oLt
il

U yins i) 5l Lol 5l O Lbeadly Lol 38,200y Jy Wl adao o 5oy (o)
o Lol bl Olie cay il Sloadl oo e S 28 < 5
el (I G 1 Llze T 2a S 1m0 b U5 el 035 5L i
Iolill Yoo Joasy ol lmadl pany - 2, S el 5 o 2l
3l o Lag doldd L..g.alJ.cY l‘.g._._fd,lp :.:Q.-JL, il as 2,
gkt 5l 2o S g i iy ol 3 Lgle il

o Jo8 dai S g . oL g b e Ol & s U S ()
e Sl Wit Yoy g Il ey Lo U s s sl
3 OYs e Ll il J Lealli



Rl

VARY i ST 0 3 (S €0 saall = Loaws 5y 2

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

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

all times while this Agreement is in force, maintain accurate and
current records of its operations in the Area. CONTRACTOR
and/or Operating Company shall furnish 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 V1.

(b) CONTRACTOR andfor 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 samples acquired by CONTRACTOR and/or Operating
Company for their own purposes shall be considered available

for inspection at any reasonable time by the GOVERNMENT or

its representatives.

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

rock samples outside A.R.E., samples equivalent 1 size and
quality shall, before such exportation, be delivered to EGPC as
representative of the GOVERNMENT.



VAAY I a8l 0 5 (80) £ saall - e Jlaa ] vy

SO 1308 &lI5 s+ Ziagdl o oy miasy W emend! Sl bt ¥ ()
ol el 5l sl il @ ol Ll e LUl b, 54
oW B ez o oSG daaead B Wi 5o WU 5o
¢ g P Ohsladloda sl ol botys g el 0 Wi IS
el e Wl Loy ol ol slae Y fis e 13

\_‘L..J. '5\.' W'LJL.-L-:.J.; _g.Ju.. | 'Jqu'_U,.,,aJ w'c.iﬁf.i}b {.i)

R PC S WS JOR o ¥ PR NS U SR JCTE P DI

™

. -
L "4

'hEAt ».f-g._. -E—Ié..;-:?-.,' R - L I-M ;3 *....J'\‘L?!.-s 9 \-Iq--..'..’-’ f

. b H : Lo y " ; P e ; " - — - o . - ¥
i lal e~ BINLPN Lo s i D ) ¢ dondl fJ. . Ao j-"_,;-:-é-i

x E,L_-’_..'L.‘ﬁf- ._J.e"j_).ﬂ LS’LC J_,.—.:I.;i _‘_‘-..':?_rzl ) *h.n,.é.:.- di jl A-‘-M‘S.Hj ﬂ-..h "-.-?'.JJ .n_,.f-:’ﬂ-f

2 £

I 4.! . LR S . { - _ 4 - by
‘-A.H- 4..:..:-"-.-1 .a'l AAD = u.ﬂ_wi C-v_'Jml _3; HJ-AJ} J--.?' L_:.-i ti" ; Ju:ll.ﬁl..........‘ n---......ﬁ P

- QL)Lb-_Jl .'J.j*.ﬁ ok ﬁ \J:ii; ‘.QLC ) :-EE.'JL! L.::u-l'i‘.....ﬂ' J.:..E- ;.-wLwa'l



\ry

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

EGPC; provided, however, that magnetic tapes and any other
data which must be processed or analyzed outside the A.R.E.
may be exported if a monitor or a comparable record, 1f
avaiiable, ts mamntained in the A.R.E. and provided that such
expoits shail be repatriated to A.R.E. promptly following such
orocessing cr analysis on the understanding that they belong to
EGPC.

e} During the period CONTRACTOR 1s conductiig the Exploration

operations, EGPC’s duly authonzed representatives oOfr
eniplovees shali have the neht to full and compleie access to the
Arca ar all reasorable times with the right to observe the
operarions being conducted and to inspect all assets, records ang

data xept by C ,}I“-{"I"RACTOR. EGPC's representative, 1n

- - L - 1"’
r & =k - el - ™ i ~ F ; e e g - - - o Ay -
[‘::"*'L‘{-C;“‘%“ig P TianN s Under e orroldinn? s onRle ‘~'.:'f Lﬂt“:

peragiarn (=), shali onot interiers with CONIRACTOR'S
creratons. CONTRACTOR shall rrovide EGPC with copies of
anv and ail Jate (inciuding, but pot aimited tu, geolegical and
geophysical reports, logs and well surveys) informution and
interpreisition of such data, and other information 1n
CONTRACTOK's possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may, after the seventh vear (7th) of the exploration
pcriod or the date of termination of this Agreement, whichever
is the ecarlier, show any other party uninterpreied basic
geophysical and geological data (such data to ve not less than
one (i) year old unless CONTRACTOR agrees to a shorter
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period, which agreement shall not be unreasonably withheld)
with respect to the Area, provided that the GOVERNMENT
and/or EGPC may at any time show another party such data
directly obtained over or acquired from those parts of the Area
which CONTRACTOR has relinquished as long as such data is

at least one (1) vear old.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

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

of any such operations.

ARTICLE XV]
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access to the Area covered by this Agreement and to the Operations
conducted thereon. Such representatives may examine the books,
registers and records of EGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement:. They shalli, for this purpose,
be entitled to make reasonable use of the machinery and instruments of
CONTRACTOR or Operating Company on the condition that no danger
or impediment to the operations hereunder shall arise directly or

indirectly from such use. Such representatives shall be given reasonable
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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 1ts
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 representatives under this Article
X V1 shall be kept confidential with respect to the Area.

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

(a) It is the desire of EGPC and CONTRACTOR that operations

hereunder be conducted 1n a business-like and efficient manner.

(1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Operating
Company and the personnel of its contractors for the
conduct of the operations hereunder, shall be granted a
residence as provided for in Law No. 89 of 1960 as
amended and Ministeriai Order No. 280 of 1981 as
amended, and CONTRACTOR agrees that all immugration,
passport, visa and employment regulations of the A.R.E.,
shall be applicable to all alien employees of
CONTRACTOR working in the A.R.E.
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(2) A minimum of twenty-five percent (25%) of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel employed by
CONTRACTOR or Operating Company shall be paid
monthly in Egyptian Currency.

(b) CONTRACTOR and Operating Company shall each select its
employees and determine the number thereof, to be used for

operations hereunder.

(¢) CONTRACTOR, shall after consultation with EGPC, prepare
and 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. CONTRACT OR
and Operating Company undertake to replace gradually their

non-executive expatriate staff by qualified nationals as they are

avatlable.

(d) During any of the exploration Periods, CONTRACTOR shall
give mutually agreed numbers of EGPC employees an
opportunity to attend and participate in CONTRACTOR’s and
CONTRACTOR’s Aftiliated Companfes training programs
relating to Exploration and Development operations. In the
event that the total cost of such programs is less than fifty
thousand United States Dollars (U.S. $50,000) in any Financial
Year during such period, CONTRACTOR shall pay EGPC the
amount of the shortfall within thirty (30) days following the end
of such Financial Year. However, EGPC shall have the right that
said amount (U.S. $ 50,000) allocated for training, be paid

directly to EGPC for such purpose.
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ARTICLE XVIII
I.AWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to Law
No. 66 of 1953 (excluding Article 37 thereof ) as amended by
Law No. 86 of 1956 and the regulations issued for the
implementation thereof, including the regulations for the safe
and efficient performance of operations carried out for the
execution of this Agreement and for the conservation of the
petroleum resources of the 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) Except as provided 1n Article I (g) for income taxes, EGPC,
CONTRACTOR and Operating Company shall be exempted
from all taxes and duties, whether imposed by the

"GOVERNMENT or municipalities including among others,
Sales Tax, Value Added Tax and taxes on the Exploration,
Development, extracting, producing, exporting or transporting
of Petroieum and LPG as well as any and all withholding taxes
that might otherwise be imposed on dividends, mterest, technical
service fees, patent and trademark royalties, and similar items.
CONTRACTOR shall also be exempted from any tax on the
liquidation of CONTRACTOR, or distributions of any Income
to the shareholders of CONTRACTOR, and from any tax on

capital.
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(c¢) The rights and obligations of EGPC and CONTRACTOR under,

and for the effective term of this Agreement shall be governed
by and in accordance with the provisions of this Agreement and

can only be altered or amended by the written mutual agreement

of the said contracting parties.

(d) 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 1ssued by the GOVERNMENT apply from time to time
and are not i accord with the provisions of this Agreement,
such regulations shall not apply to CONTRACTOR, Operating

Company and their respective contractors and sub-contractors,

as the case may be.

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

to their documents and activities hereunder.

(f) All the exemptions from the application of the ARE. laws or

regulations granted to EGPC, CONTRACTOR, the Operating
Company, their contractors and sub-contractors under this

Agreement shall include such laws and regulations as presently

in effect or hereafter amended or substituted.



VAAY Ziw LpaST 0 3 (Se) £ suadl - i M5, d ] Vg

( gl el 1)

sl g)'y
W) ] Ol il 3 s ¢ Gl )b day ¢ s 3] e Dl 3
lall e Lela 1,00 0 80 L dy =) 7l Lasy Condl duas Je da bl
S L Ll Wl e oo 5T il o o2 3 X3 YH aigd sl
perill iy Laeghl JoUilh Jlady Stis o S5l g m o oo SEWT UL e I
i LY edgd St Yoaadl play GBI oylaz, JU ol by . asadI
Dbl 71,0 g o G LW golasi¥I 30,300 salel JI Gugs s
aees PG L lasYlode aws Jo GLEW o g 5 s S1LBYI Jiys
. Y all3 e ey (42
lis] LY adg SMaaddlode o3 ol J Y e Jo 6L g Y,
ol )b de Lgley SV e Byl oLl Gy b 3sl;
i ol Ball sde 3 1 ladlsall N Gyl s SlLbYI gasl 1l
Ul o ade o pats pn U LSy o Soudl) ¢ ) mads SV e Y o



\ £ VARY S o810 3 ([ S0) £+ saall — L ] By 4!

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 atfect
the economic interest of this Agreement to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation to
remit to the A.R.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject legislative
or regula<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>