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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
REPSOL EXPLORACION EGIPTO S.A.
AND
PHOENIX RESOURCES COMPANY OF EGYPT
AND
SAMSUNG CORPORATION
IN
EAST UMBARKA AREA
WESTERN DESERT OF EGYPT
AR.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 ( hereinafter referred to as
" EGPC ") and REPSOL EXPLORACION EGIPTO S.A., a company
organized and existing under the laws of Spain (hereinafter referred to as
"REPSOL"), PHOENIX RESOURCES COMPANY OF EGYPT, a
company organized and existing under the laws of the State of Delaware,
USA (heremnafter referred to as "PHOENIX'") and SAMSUNG

CORPORATION, a company organized and existing under the laws of
korea (hereinafter referred to as "SAMSUNG"); REPSOL, PHOENIX

and SAMSUNG being hereinafter collectively referred to as
"CONTRACTOR" and individually as "CONTRACTOR MEMBER".
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WITNESSETH

WHEREAS, a Concession Agreement for Petroleum Exploration
and Exploitation was issued by virtue of Law No. 9 of 1981 between the
ARARB REPUBLIC OF EGYPT, EGPC and other contractor members,
which was amended by virtue of Law No. 222 of 1989 and Law No. 15
of 1995 which has been added the Offset Area. The Concession
Agreement and its amendments shall be hereinafter referred to as the
"Khalda Concession Agreement" and covering the main khalda Area and

its Offset Area; and
WHEREAS, the contractor members in the abovementioned
Concession Agreement now are REPSOL, PHOENIX and SAMSUNG;

and

WHEREAS, EAST UMBARKA AREA, has contiguous location on
the North West of Khalda Area and is believed to have existing
exploratory prospects. '

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

WHEREAS, REPSOL, PHOENIX and SAMSUNG agree to
undertake their obligations provided hereinafter as a CONTRACTOR
with respect to the exploration, development and production of petroleum
in East Umbarka Area; and.

WHEREAS. the GOVERNMENT desires hereby to grant such
Concession ; and

WHEREAS, the Minister of Petroleum pursuant to the provisions of
Law No. 86 of 1956, may enter into a concession agreement with EGPC,
and with REPSOL, PHOENIX and SAMSUNG as a CONTRACTOR m

East Umbarka Area . |
NOW, THEREFORE., the parties hereto agree as follows:
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ARTICLE I
DEFINITIONS

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

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

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

(11) design, engineering, construction, installation, 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

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

necessary or ancillary to the activities specified in (i) and (ii).
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(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 O1l" or "Crude Oil" or "O1l" 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.

(e) " Gas' means natural gas both associated and non-associated, and all
of its constituent elements produced from any well in the Area (other

than Liquid Crude 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/ temperature that have

been extracted from the Gas stream by physical and mechanical

ITI€AIlS.

(g) A "Barrel" shall consist of forty-two (42) United States gallons, liquid
measure, corrected to a temperature of sixty degrees Fahrenheit

(60°F) at atmospheric pressure.
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(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 rate 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 is tested
and completed according to the above.

(2): " Commercial Gas Well" means the first well on any geological
feature which after testing for a 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 rate of
not less than ten million (10,000,000) standard cubic feet of Gas per
day (MMSCFD). The date of discovery of a "Commercial Gas Well"
is the date on which such well is tested and completed according to

the above.

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

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

the relevant Law 1s 1ssued.

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

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

(m) "Tax Year" means the period of twelve (12) months according to the
laws and regulations of the A.R.E.
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(n) An " Affiliated Company' means a company:

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

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

party hereto; or

(iii) Whose share capital conferring a majority of votes at stock-
holder's meetings of such company and the share capital
conferring a majority of votes at stockholders' meetings of a
party hereto are owned directly or indirectly by the same

company.

(0) "Exploration Block" shall mean an area, of six (6) minutes latitude by
six (6) minutes longitude. |

(p) "Development Block" shall mean an area, of three (3) minutes
latitude by three (3) minutes longitude.

(q) "Development Lease(s)" shall mean all or part of Exploration Block
or Blocks covering the geological structure capable of production,
the coordinate points of which have to be coincident with three (3)
minutes by three (3) minutes of latitude and longitude divisions,

according to the International Grid System.

(r) "Agreement" shall mean this East Umbarka 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 all Gas sales from a

Development Lease.
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(t) "Area" shall mean the whole Area covered by this Concession

Agreement and khalda Concession Agreement.

(u) "Operating Company" shall mean khalda Petroleum Company formed
pursuant to Article VI of the khalda Concession Agreement ISsuca

by Law No. 9 of 1981 and its amendments.
ARTICLE II
ANNEXES TO THE AGREEMENT

Annex "A" is a description of the East Umbarka Area covered and

affected by this Agreement, hercinafter referred to as the " East Umbarka
Area'.

Annex '"B'' is a provisional illustrative map on the scale of approximately
1:500,000 indicating the East Umbarka Area covered and affected by

this Agreement and described in Annex "A".

Annexes "A'", and "B", 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 II1
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CONTRACTOR
subject to the terms, covenants and conditions set out in this Agreement

and in khalda Concession 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 m and to

the East Umbarka Area described in Annexes ""A" and "B".
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ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration Operations in the East

Umbarka Area hereunder not later than six (6) months after the
Effective Date of this Agreement, with a commitment of acquiring
100 km of new seismic survey during the initial Exploration period.
EGPC shall make available for CONTRACTOR's use all seismic,
wells and other exploration data in EGPC's possession with respect to

the Area as EGPC is entitled to so do.

(b) The initial Exploration period shall start from the effective date of
this Agreement and expired on May 20, 1999. CONTRACTOR may

extend this initial Exploration period for one(1) additional period of
three (3) years, in accordance with the provision of Article III of

Khalda Concession Agreement upon at least thirty (30) days prior
written notice to EGPC, subject to its expenditure of its minimum
Exploration obligations hereunder, for the then current period.

CONTRACTOR shall spend a minimum of two hundred and fifty
thousand (250,000) U.S. Dollars on Exploration operations and
activities related thereto during the initial Exploration period. During
such initial period CONTRACTOR shall acquire 100 Km of new

seismic survey. For the three (3) year extension period
CONTRACTOR shall spend a minimum of one million and five
hundred thousand (1,500,000) U.S.Dollars and shall drill one (1)

well.
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Should CONTRACTOR spend more than the minimum amount
required to be expended in the initial Exploration period, the excess

expended by the CONTRACTOR may be subtracted from the
minimum amount of money required to be expended by the
CONTRACTOR during the succeeding Exploration period. In the

event a well is drilled in the initial Exploration period, such well
shall count against the drilling obligation of the succeeding

Exploration period.

In case CONTRACTOR surrenders 1ts Exploration rights under this
Agreement before or at the end of the initial Exploration pernod,

“having expended less than the total sum of two hundred and fifty

thousand (250,000) U.S. Dollars, on Exploration, or in the event at
the end of the initial Exploration period, CONTRACTOR has
expended less than said sum in the East Umbarka Area, an amount
equal to the difference between the said two hundred and fifty

thousand (250,000) U.S.Dollars and the amount actually spent on
Exploration activities shall be paid by CONTRACTOR to EGPC at

the time of surrendering or within three (3) months from the end of |

the initial Exploration period, as the case may be. Any expenditure

deficiency by CONTRACTOR at the end of the succeeding
Explortation period for the reasons above-noted shall similarly result
in a payment by CONTRACTOR to EGPC of such deficiency.

Provided this Agreement is still in force as to CONTRACTOR,
CONTRACTOR shall be entitled to recover any such payments as
Exploration expenditure in the manner provided for under Article
VI herein and in Khalda Concession Agreement in the event of
Commercial Production.

In case no Commercial Discovery is established by the end of
the additional Exploration period, or no notice of Commercial Gas
discovery by the end of the additional Exploration period, or in case
CONTRACTOR surrenders the East Umbarka Area under this
Agreement prior to such time, EGPC shall not bear any of the
aforesaid expenses spent by CONTRACTOR.
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This Agreement shall be terminated only with respect to the East
Umbarka Area if no Commercial Discovery is established in the East

Umbarka Area by the end of the additional Exploration period. In the
event at the end of the initial Exploration period a well is actually

drilling or testing, CONTRACTOR shall be allowed up to a six ()
month period to enable the completion of drilling and testing of any
well actually drilling or testing at the end of such period and to
establish a Commercial Discovery. If such period 1s granted at the
end of the initial Exploration period such additional six (6) month
period shall be credited to the succeeding Exploration period and
consequently shall be subtracted from such succeeding Exploration

period.
ARTICLE V

RELINQUISHMENTS

At the end of the initial Explorotion period after the Effective Date,
CONTRACTOR shall relinquish to the GOVERNMENT a total of ten
percent (10%) of the original East Umbarka Area not then converted to a

Development Lease(s).

Without prejudice to Article III and Article XXI of Khalda
Concession Agreement, at the end of the additional Exploration period,
CONTRACTOR shall relinquish the remainder of the East Umbarka

Area not then converted to a Development Lease(s).

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) of
khalda Concession Agreement shall, subject to such approval, be deemed
converted to Development Leases.

ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

On Commercial Discovery, EGPC and CONTRACTOR agree that

Khalda Petroleum Company (KHALDA) shall be designated to carry out
all further Exploration and Development activites in the East Umbarka

Area.
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ARTICLE VI
RECOVERY OF COSTS AND EXPENSES AND

PROBDUCTION SHARING

(a) Cost Recovery Petroleum:

subject to the auditing provisions under this Agreement, and khalda
Concession Agreement, CONTRACTOR snall recover quarterly all costs
and expenses in respect of all the Exploration, Development and related
operations under this Agreement to the extent and out of forty percent
(409%) ot all Petroleum produced and saved from all Development Leases
within the Area and not used in petroleum operations. Such Petroleum is
heremafter referred to as "Cost Recovery Petroleum'. Notwithstanding
anything to the contrary in this Agreement, recovery of such costs shall
not be made until, with respect to Crude Oil, commercial production
from the East Umbarka Area {whether directly or through drainage)
commences on regular basis or , with respect to Gas, a Commercial
Discovery occurs from the East Umbarka Area and a Gas Sales
Agreement can be applied as approved by EGPC, no costs associated
with operations within the East Umbarka Area shall be recovered in the
event the East Umbarka Area is surrendered pursuant to the provisions of

Article V hereinabove.

(b) Production Sharing

I'he remaining sixty percent (60%) of the Petroleum shall be divided
between EGPC and CONTRACTOR according to the following
shares. Such shares shall be taken and disposed of pursuant to

Article VII (e) of khalda Concession Agreement :
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(i) Crude Oil

Crude Oil produced and saved
from the Area and not used 11
Petroleum operations. Barrels

per day (BOPD) (quarterly

average).

That portion or increment up

to 25.000 BOPD.

That portion or increment in
exceeding 25000 BOPD
and up to 50000 BOPD.

That portion or increment
exceeding 50,000 BOPD
and up to 75,000 BOPD.

That portion or increment
exceeding 75,000 BOPD
and up to 100,000 BOPD.

That portion in excess of

100,000 BOPD.

EGPC
SHAREK

75%

Seventy five percent

77.5%

Seventy seven and

half percent

80 %
Eighty percent

32.5%
Eighty two and half

percent

83 %
Eighty five percent

CONTRACTOCOR
SHARE

25 %

Twenty five percent

22.5%
Tweniv-twe and half

nercent

20 %

Twenty percent

17.5%

Seventeen and half

percent

15%

Fifteen percent
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Notwithstanding the above mentioned percentages for sharin g Crude

O1l, should gas volumes to be paid for by EGPC pursuant to Article VII

(¢) of Khalda Concession Agreement average at least Twelve Billion

British Thermal Units (BTUs) per day for any semester, then production

sharing shall be as follows for that semester

‘That portion or increment up
25,000 BOPD (Quarterly

average)

That portion or increment

from 25,001 - 50,000 BOPD
- (Quarterly average)

That portion or increment
from 50,001 - 75,000 BOPD
(Quarterly average)

That portion or increment

from 75,001 - 100,000 BOPD
(Quarterly average)

That portion or increment

over 100,000 BOPD
(Quarterly average)

EGPC
SHARE

77 %

Seventy seven

percent

79.5%

Seventv nine and

half percent

82%
kighty two percent

84.5%
Eighty four and
half percent

87 %
Eighty seven percent

CONTRACTOR
SHARE

23%

Twenty three percent

20.5%
Twenty and half
percent

18%
Eighteen percent

15.5%
Fifteen and half
percent

13%
Thirteen percent
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EGPC CONTRACTOR
SHARE SHARE
(it) Gas and LPG :
Gas and LPG produced and 809% 20 %
saved under this Agreement Eighty percent Twenty percent

and not used i Petroleum
Operations by MMSCFD.

(c) In addition to Article VII (a) and (b) hereinabove, all terms of
Article VII of Khalda Concession Agreement shall apply to this
Agreement.

ARTICLE VI
BONUSES

CONTRACTOR shall pay to EGPC as a non-recoverable signature
bonus of one hundred thousand (100,000) U.S. Dollars on the Effective

Date of this Agreement.
ARTICLE IX

CONCESSION AGREEMENT TERMS

The provisions of Khalda Concession Agreement shall continue in
full force and etfect in accordance with its terms in this East Umbarka
Concession Agreement in addition to the terms provided herein.

ARTICLE X
GENERAL

The headings or titles to each of the Articles to this Agreement are
solely for the convenience of the parties hereto and shall not beused with
respect to the interpretation of said Articles.
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ARTICLE X1
APPROVAL OF THE A. R. E. GOVERNMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until a law 1s issued by the competent authorities of the A.R.E.
authorizing the Minister of Petroleum to sign this Agreement and giving
this Agreement full force and effect of law noiwithstanding any
countervailing Governmental enactment, and the Agreement is signed by

the GOVERNMENT, EGPC, and CONTRACTOR.

REPSOL EXPLORACION EGIPTO S.A.
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ANNEX "A"

CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION.
' AND '
REPSOL EXPLORACION EGIPTO S.A.
AND
PHOENIX RESOURCES COMPANY OF EGYPT
AND
SAMSUNG CORPORATION
IN
EAST UMBARKA AREA
WESTERN DESERT
A.RE.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

Annex "B" is a Provisional illustrative map at an approximate scale
of 1:500,000 showing the East Umbarka Area covered and affected by
this Agreement.

The Area measure approximately seventy nine square kilometers
(79km?) of surface Area.

It is to be noted that the delineation lines of the Area in Annex "B"
are intended to be only illustrative and provisional and may not show
accurately their true position in relation to existing monuments and
geographical features.

Coordinates of the corner points of the East Umbarka Area are given
in the following table which forms an integral part of Annex "A':-
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BOUNDARY COORDINATES
OF
EAST UMBARKA AREA
WESTERN DESERT

LATITUDE LONGITUDE REMARKS
NORTH EAST

-
4. 5 00

30° 57" 00"

West to point 1]

(starting point)
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