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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL FETROLEUM CORPORATION
AND
TULLOW EGYPT OPERATIONS LIMITED
AND |
L. K. EXPLORATION N.V,
AND
CABRE EXPLORATION (CYPRUS) LIMITED
IN
NORTH ABU RUDEIS AREA
SINAT
A.R.E.
This Agreement made and entered on this v dav of L i

by and between the ARAB REPUBLIC CIF EGYPT {hcrﬂmafter
referred to variously as "A.R.E." or as the "GOVERNMENT"}, the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a icgal entity
created by Law No, 167 of 1958 as amended ( hereinafter reterred to
variously as " EGPC " )} and TULLOW EGYPT OPERATIONS
LIMITED, a company organized and existing under the laws of jersey,
Channel Islands (hereinafter veferred to as"TULLOW"), L.K.
EXPLORATION N.V., a company organized and existing under the
laws of the Netherlands Antilles (hereinafier referred to as "LKE"™ and
CABRE EXPLORATION { CYPRUS) LIMITED, a company organised
and existing under the laws of Cyprus (hereinafier referred 1o as
"CABRE"). LKE, TULLOW and CABRE are hereinafier referred to
collectively as "CONTRACTORYand individually as "CONTRACTOR
Member",
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WITNESSETH

WHEREAS, all minerals including petroleum, existing in mines and
guarries in AR.E,, including the territorial waters, and in the seabed
sublzct 10 is jurisdiction and cxtending beyvond the territorial waters, arg
the property of the State ; and

WEHEREAS, EGPC has applied for an exclusive concession for the
exploration and exploitation of petroleurn in and throughout the area
referred to in Article I, and described in Annex " A " ard shown
approximately on Annex © B ", which are attached hereto and made pant
hereof { hereinafier referredtoas the " Area " ) and

WHEREAS, LKE, TULLOW and CABRE sagree to undertake their
obligations provided heretnafter as CONTRACTOR with respect to the
exploration, development and production of petroleum in the North Abu
Rudeis Area; and

WHEREAS, the GOVERNMENT destres hereby to gramt such
Concession | and

WHERIEAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter intc a concession agreement with EGPC, and
with LKE, TULLOW and CABRE as CONTRACTOR in the said Area.

NOW, THEREFORE, the parties hereto agree as follows:
ARTKCLE |
DEFINITIONS

{a} “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 acguisition of such supplies, matenals, services
and equipment therefor, all as may be contained in the approved
Work Programs and Budgets. The verb Yexplore” means the act of
conducting Exploration.
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{b} *Deveiopment’ shall include, but not be limited to, all the pperations
and activities pursuant to approved Work Programs and Budgets
under this Agreement with respect to

iy the drilling, plugging, deepening, side macking, redrilling,
completing, equipping of development wells, the changing of
the status of a well, and

(ii) design, engineering, construction, installation, servicing and
maintenance of equipment, lines, systems facilitics, 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

{tii} transportation, storage and any other work or activities
necessary or ancillary to the activities specified in (i) and {11},

(¢) "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
therctrom,

{d} "Liguid Crude Gil" or "Crude Oil" or "0il" means any hydérocarbon
produced from the Area which is in a liquid state at the wellhead or
lease separators of which is extracted from the gas or casinghead gas
in a plant. Such liquid state shall exist at sixty degrees Fahrenheit
(60° T} 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-agspciated, and all
of its constituent elements produced from any well in the Area (other
than Liquid Cmade Oil) and all non-hydrocarbon substances therein.
Said term shall include residual gas, that Gas remaipning after
removal of LPG.

{y ¥ LPG" means Hquefied petroleum gas, which 18 a mixture principally
of butane and propane liquefied by pressure and temperature.

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

(h) (1) "Cormmercial Oif Well" means the first well on any geological
feature which after testing for a period of not more than thiny
{30) consecutive days whore 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 three thousand
{3300} Bamrels of Qi per day ("BOPDY). 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
aceordance with sound and accepted indusiry production
practices and verfied by EGPC, is found 1o be capabie of
producing at the average rate of not ieys than fifteen million
{15,000.000) standard cubic feet of Gas per day ("MMSCFIY,
The date of discovery of a "Commercial Gas Well" is the date
on which such weli is tested and completed according to the
above |



VARY i kgige VX B L ol ) YE aamdl = Tewn Jia ] VY

i i R

';*HJ“-H.F“LME"E"L”“'&*{‘*E““’}

R g E Lol e KB LY 2 ST )l iy Sl pd] 5 " ()
C RSV el S a5 UL Sl
c g i s gl (VY] e 15,00 edime T LT (Y] ()
OV £ PO PR L § JIC-TR- L JET STLPURY SPTE L W R S 4
s H# ?”'} ‘Pﬁ}\;ﬂ &Jgi:ﬁii%id}ﬁ?ﬁ
pe e g Sl O Uk T S LI it alime 28 S )
o tgld Vi g (YY) e oM a3 laliaw " i il Adi ™ if?
SN RN cilt
;35,20 b " Skl R5,800 7 ()
PPSICH PRVES QU JER DS | O T2 ES UEPY U PO IO CE
0 bl N B dlen ek T 380 185k G50 i Sl ]
R0
ARESTSUFEIPR DU SO, S DPRIOE I P < 1 UK TR B
s L3N e LB ] ed Ao Sleliaat 3 Sl
fer ohetemal b st LB Wl il ged 0S5 Al - Y
e 25402 RSl ade bl e G gl A e lazad
Sl i) 52 i



VARY G L3,V Y 5 (b ) Yeoumall = Loas M By ool

-y

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

AR

(i) "Effective Date" means the date on which the text of this Agreement
is 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
Gregorian Calendar.

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

(I) "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 repulations of the A.R.E.

(n) An "Affiliated Company" means a company:

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

(11) which is the owner directly or indirectly of share capital
conferring a majority of votes at stockhoiders’ meetings of a
party hereto; or

(111) 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 indirectly by the same

company.
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(o) "Exp-lnratiun ‘Block™ shall mean an area, the corner points of which
have to be coincident with three (3) minutes by three (3) minutes
Latitude and Longitude divisions, according to the Intermational Grid
System where possible or with the existing boundaries of the Area
covered by this Concession Agreement as set out in Annex "A'".

(p) "Development Block" shall mean an area, the corner points of which
have to be coincident with one (1) ininute by one (1) minute latitude
and longitude divisions, according to the International Grid System
where possible or with the exisung boundaries of the Area covered
by this Concessiocn Agreement as set out in Annex "A".

(q) "Development Lease(s)” shall mean the Development Block or
Blocks covering the geological sttucture capable of production, the
corner points of which have to be coincident with one {1} minute by
one (1) minute latitude and longitude divisions according 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" shail mean this Concession Agreement and its Annexes.

{(s) "Gas Sales Agreement" shall mean a written agreement between
BEGPC 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 fcot of space at atmospheric pressure of 14.65 PSIA at
a base temperature of sixty degrees Fahrenheit (6G°F).

(u) "Initial Conimercial Production" shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas are
made.
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ARTICLE II
ANNEXES TO THE AGREEMENT

Annex “AY is a description of the area covered and affected by this
Agreement, hereinafter referred 1o as the "Area'".

Annex "B" is a provisional illustrative map on the scale of

approximately 1:250,000 indicating the Area covered and affected by
this Agreement and described in Annex "A",

Annex "CY 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 three million
U.S.Dollars {3.000,000) guaranieeing the exccution of CONTRACTOR's
minimuim Exploration obligations hereunder for the inihal three (3) year
Exploration period. In case CONTRACTOR extends the initial
Expluratic:;n period for two (2) additional periods of two years each, each
in accordance with Article Ti {(b) of the Agreement, a similar Letter of
Guaranty shall be issued and be submitted by CONTRACTOR on the
day the CONTRALTOR exercises its option to extend. The first such
letter of Guaranty shall be for the sum of three million U.S. Dollars
{3,000,600) and the second such Letter of Guarantjf shall be for the sum
of five million U.S. Dollars (5,00,000) less 1 both instances any excess
expenditures of preceding Exploration period permitted for carry forward
in accordnace with Article IV (b) third paragraph of tius Agreement.
Each of the three Letters of Guaranty shall remain effective for six (6}
months after the end of the Exploration period for which it has been
issued except as it may be relrased prior to that time in accordance with
the terms thereof.,
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Annex "D" is the form of a Charter of the Operating Company to be
formed as provided for in Article VI hereof .

Annex "E" is the Accounting Procedure.

Annex "F" is a current map of the National Gas Pipeline Grid System
established by the Government. The point of delivery for gas shall be
agreed upon by 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 ecual force and
cffect with the provisions of this Agreement .

ARTICLE 111
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 royaities by EGPC shall not be
deemed 1o result in income attributable to the CONTRACTOR.
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(b) A initial Exploration period of three (3) years shall start from the
Effective Date. Two (2) successive extensions to the initial
Exploration period, of two (2) years each, shall be granted 10
CONTRACTOR at its option, upon not less than thirty (30) days
prior written notice to EGPC, such notice to be given not later than
the end of the then current period, as may be extended pursvant 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 Qil 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 to Article V (a).
The election by EGPC to undertake a sole risk venture under
paragraph (c) shall not extend the Exploration period nor affect the
termination of this Agreement as to CONTRACTOR.

(c) Commercial Discovery :

(i) A Commercial Discovery- whether of Oil or Gas- may consist of
one producing reservoir or a group of producing reservoirs
which is worthy of being developed commercially. After
discovery of a Commercial Oil or Gas Well CONTRACTOR
shall, unless otherwise agreed upon with EGPC, undertake as
part of its Exploration 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 Petroleurn prices, and

all other relevant technical and economic factors .
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(i) The provisions laid down herein postulate the unity and
indivisibility of the concepts of Commercial Discovery and
Development Lease. They shali apply umfumﬂy to Qil and Gas
unless otherwise specified.

(iii) CONTRACTOR shall give notice of a Commercial Dismvery 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 thirty (30) days following the completion of the second
appraisal well or twelve (12} months following the date of the
discovery of the Commercial Oil Well, (unless EGPC agrees
that such period may be extended), whichever is earlier or with
respect to 2 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 Oil or Gas Well" if, in its opinion, a reservoilr 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 Recycling

Project.

A notice of Commercial Gas Discovery shall contain all

detailed particulars of the discovery and especially the area of

Gas reserves, the estimated production potential and profile and
~ field life.

Within sixty (60) days following receipt of a notice of a
Commercial il or Gas Discovery, EGPC and CONTRACTOR
shall meet and review all appropriate data with a view to
mutuaily agreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the date
EGPC and CONTRACTOR jointly agree in writing that a
Commercial Discovery exists.
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(v) If Crude Qi) is discovered but is not deemed by CONTRACTOR to
be a Commercial Gil Discovery under the above provisions of this
paragraph (¢}, EGPC shall one {1) month after the expiration of the
period specified above within which CONTRACTOR can give
natice of a Commercial Oil Discovery, or thirteen (13} months after
the completion of a well not considered to be a"Commercial Oil
Well", have the right, following sixty (60} days notice in writing to
CONTRACTOR, at its sole cost, risk and expense, to develop,
produce and dispose of all Crude Qi from the geological feature on
which the well has been drifled. Said notice shall state the specific
area covering said geological feature 1o be developed, the wells to be
drilted, the production facilities to be installed and BEGPC's estimated
cost thereof, Within thirty {30) days after receipt of sawd notice
CONTRACTOR may, in writing, elect to develop such area as
provided for in the case of Comumercial Discovery hereunder, In sach
event all terms of this Agreement shall continue to apply to the
specified area.

If CONTRACUTOR slects not to develop such arca, the speaific area
covering said geological feature shall be set aside for sole risk
operations by BGPC, such area to bg mutvally agreed upon by
BEGPC and CONTRACTOR on the basis of good petroleumn industry
practice. EGPC shali be entitled to perform or in the event Operating
Company has come mto 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 guantity of Crude G
equal in value 1o three hundred percent {300%) of the cost it has
incurred in carrving out the sole risk operations, CONTRACTOR
shall have the option, only in the even! there has been a separate
Commercial Oil Discovery, glsewhers within the Area, to share n
further developiment and production of that specific area upon paying
EGPC one hundred percent {100%) of such costs incurred by BEGP(.
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Such one hundred percent {100%) payment shall not be recovered by
CONTRACTOR. Immediately foliowing such pavment the spé:ific
area shall either (i) revert to the status of an ordinary Development
Lease under this Agresment 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 15 conducting
Development operations in the area at its sole expense and EGPC
eiects to continue operating, the area shall remain sat aside and
CONTRACTOR shall only be entitled to its production shanng
percentages of the Crude Oii as specified in Ardicie VI (bl The sole
risk Crude Qil shall be valued in the manner provided in Article VII
{c). In the event of any termination of this Agreement under the
provisions of Article HI(b), this Agreement, shall, however, continne
te appiy to EGPC's operation of any sole risk venture hereunder,
althm;gh such Agreement shall have been terminated with respect to
CONTRACTOR pursuant to the provisions of Articie I {b).

{d) Conversion 1o 2 Development Lease:

(1) Following a C-:'&mmerciﬁ} Oil Discovery or a Commercial Gas
Discovery the extent of the whole area capabie of producti-n to
be covered by 4 Dcvﬁlﬂpmént Lease shall be mutually agreed
upon by EGPC and CONTRACTOR and be sublect {0 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 thé conversion of an area to a Pevelopment Lease based
an 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 Iocal markets
capable of absorbing the production of Gas and shall advise
CONTRACTOR of the potential outlets for such (as, 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 m case of agreement the
(ias thus made available shall be disposed of 1o EGPC under a
iong-term (Gas Saies Agreement in accordance with and subject to
the corxditions set forth in Articie VII.

{iit) The Development period of gach Development Lease shall be as
follows:

fan) In respect of 3 Commercial Gil Discovery, twenty (24} years
from the date of such Commercial Discovery plus the Optionai
Extension Period (as defined below) provided that, in the event
that, subseguent to the conversion of a Commercial Oil
Discovery into a Development Lease, Gas is discovered in the
same Development Lease and is used ar is capable of being used
locally or for export hereunder, the period of the Development
Lease shall be extended only with respect to sach Gas, LPG
extracted from such Gas and Crude O#f 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 Qil
Discovery may not be exiended beyond thirty-five (35) years
from the date of such Commercial Uil 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 tespect of such Gas .

{ bh ) In respeet of a Commercial Gas Discovery, twenty (20} years
from the date of first deliveries of Cras locally or for export
plus the Oprional Extension Period {as defined below)
provided that, if subsequent to the conversion of a Commercial
(Gas Discovery into a Development Lease, Crude Oil is
discovered iu the same Development Lease, CONTRACTOR's
share of such Crade Oil from the Development Lease fexcep!
LPG extracted from Gas or Crude Oil in the form of
condensate produced with Gas) and Cias associated with such
Crude 0il zhall revert entirely to EGPC upon the lapse of
twenty (20} vears from the date of such Crude Ol Discovery
plus the Optional Extension Perjod {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 Petrolenm.

CONTRALCTOR shall immediately notify EGPC of any Qil
Discovery but shall not be required to apply for a new
Development Lease in respect of such Crade 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} vears period.
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(e) 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 ol field practices and accepted petroleum 2ngineering
principles, until the field is considered to be fully developed, it being
enderstood that if associated gas is not utilized, EGPC and
CONTRACTOR shall negotiate in good faith on the best way to
avold impairing the production in the interests of the parties.

In the event no Comimercial Production of Oil in regular shipments is
established in any Development Block within four (4) years from the
date of the Commercial Qil 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 condensate or LPG to be produced with or extracted from such
Gas shall, upon the signature of a Gas Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for export
as referred to in Article VII or otherwise, be started promptly by
Operating Company and be conducted in accordance with good gas
field practices and accepted petroleum engineering principles and the
provisions of such Agreement or scheme. In the event no
Commercial Production of Gas is established in accordance with such
Gas Sales Agreement or scheme, the Development Lease relating to
such (ras 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 Gil or (3as is being drained from the Exploration block
under this Agreement into a Development Block en an adjoining
concession area held by CONTRACUTOR, the Block being drained
shall be considersd as participating in the Commercial Production of
the Development Block in question and the Block being drained shall
be converted into a Pevelopment Lease with the ensuirg allocation of
costs and production {calculated from the Effective Date or the date
sach dratnage ocours, whichever ts later) between the two Cencession
Areas. The allocation of such costs and production under gach
Concession Agreament shall be in the same portion that the
receverable reserves in the drained peological structure widerlying
cach Concession Area bears o the tota! recoverable rescrves of such
structure underlying hoth Covncession Areas. The production
allocated to a concession area shall be priced according to the
cuncession agregment covering that concession area.

I CONTRACTOR shall bear and pay all the cosis and expenscs
reqo ted in carrying out all the operations under this Agreement but
such costs and expenses shall not include any inierest ons investment,
CONTRACTOR shall look only *o the Pewroleom to which it s
eatitfcd under this Agreement to recover such costs and expenses.
Such vosts and expenses shall be recoverable as provided m Articic
i, During the tenn of this Agreement and 18 remewal, the total
production achieved in the conduct of such optrations shall be
divided between EGPC and CONTRACTOR in accordance with ihe

provisions of Article VIL
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{g} (I} Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws and shall comply with the requirements
of such laws with respect 1o the filing of retums, the assessment
of tax, and keeping and showing of books arsd records.

(2) CONTRACTOR's annual income for Egyptian income tax
purposes under this Agreement shall be an amount calculated ag
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 Asticle VII (b);

Reduced by : %
{1} The costs and expenses of CONTRACTOR;

(i) The value as determined according to Article VI {c), of
EGPC's share of the Excess Cost Recovery Petroleum repaid
to BGPC in cash or in Kind, if any;

Plus:

An amount equal 10 CONTRACTORYs Egyptian Incomoe taxes
grossed up in the manner shown in Article V1 of Amnex "E¥ |

For purposes of above tax deductions in any Tax Year, Article
VII (a} shall apply only in respect of classification of costs and
expenses and rates of amortization, without regard to the
percentage Himitation referred to in the first paragraph of Article
Vil (&} £1). All costs and cxpenses of CONTRACTOR m
conducting the operations under this Agreement which are not
controlled by Article VII (38) 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 discharge, in the name and on behalf 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.

(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 pavable in the AR 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 imposed 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.
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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 twenty-fourth (24th) month after the Effective Date,
CONTRACTOR shall start Exploration drilling in the Area with a
commitment of drilling one (1)} well 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 be three (3) years.
CONTRACTOR may extend this Exploration period for two (2)
successive extensions periods each of two (2) years each in
accordance with Article III{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 hereunder, for the then current pertod.

CONTRACTOR shall spend 2 minimum of three million (3,000,000)
U.S. Dollars on Exploration operations and activities related thereto
during the initial three (3) year Exploration period; provided that
CONTRACTOR shall drill one (1) well. For the first two (2) year
extension period that CONTRACTOR clects to extend beyond the
initial Exploration period, CONTRACTOR shall spend a
minimum of three million (3,000,000) U.5.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 five million
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(5,000,000) U.S. Dollars. During the first extension period that
CONTRACTOR clects to extend beyond the initial Exploration
period, CONTRACTOR shall drill oue (1) well and during the
second extension periocd CONTRACTOR shall drill two (2) wells.

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 maoney required to be expended by
CONTRACTOR or minimum numther of wells required to be dilled
during any succeeding Exploration period (s}, as the case may be.

In case CONTRACTOR surrenders its Exploration rights under this
Agreement as set forth above before or at the end of the third (3rd)
year of the initial Exploration period, having expended less than the
total sum of three million (3,000,000) U.S. Doliars, on Exploration
or in the event at the end of the third (3rd) year, CONTRACTOR has
expended less than said sum in the Area, an amount equal to the
difference between the said three million (3,000,000} U.S. Dollars
and the amount actually spent on Exploration shall be paid by
CONTRACTOR to EGPC at the time of suwtrendering or within three
(3) menths from the end of the third (3rd) vear cf the initial
Exploration period, as the case may be. Any expenditure deficiency
by CONTRACTOR at the end of any additicnal period for the
rcasons 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 VII in the
event of Commercial Production.
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Without prejudice to Article III (b), in case no Commercial Qil
Discovery is established or no notice of Commercial Gas Discovery
15 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 to 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 Agreement, This Committee,
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 it. 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 .

Following such approval, it is further agreed that:

(1) CONTRACTOR shall not substantially revise or modify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC;
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(ii) In the event of emergencies mvolving danger of loss of lives
or propeity, CONTRACTOR may expend such additionad
unbudgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all aspects as
Exploration expenditure and shall be recovered pursuant to
the provisions of Article VI hereof.

{d)y CONTRACTOR shall advance all necessary funds for all
materials, equipmoent, supplies, personnel administration and
operations pursuant 1o the Exploration Work Program and
Budget and EGPC shall not be responsible to bear or repay any
of the aforesaid costs.

(¢} CONTRACTOR shall be responsible for the preparation and
performance of ihe Exploration Work Program which shall be
wnplemented in 2 workmanlike manner and consistent with good
mdustyy practices,

Except as is appropriate for the processing of data, specialized
laboratory enginesting and development studies thereon, to be
made m specizlized centers outside AR 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.

CONTRAUTOR shall sntrust the management of Exploration
operations in the A. R, E. to its technically competent General
Manager and Deputy General Manpager. The names of such
Manager and Deputy General Manager shall, upon appointment,
pe forthwith notificd o the GOVERNMENT and to EGPC. The
General Manager and, in his absence, the Deputy General
Manager shall be entrusted by CONTRACTOR with sufficient
powers 0 carvy oul immiediately all lawfol written directions
given o them by the GOVERNMENT or ils representative
under the terms of this Agreement. All lawful reguolations issued
or hereafier 1o be issued which are applicable hereunder and not
in confiict with this Agreement shall apply 1o CONTRACTOR,
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(fY CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of each calendar quarter, with a Statement of Exploration
Activity, relating 1o Bxpiorstion which has been conducted in any
portion of the Area not converied mio a Development Leage,
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 daie of receiving each
Statement.

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

statement, EGPC shall adviss CONTRACTOR in writing if it

cousiders:

{1} that the record of costs is not comect;

{2} that the costs of goods or services suppliied are not in line with
the international market prices for goods or services of similar
quality supplied on similyr terms prevailing at the time such
goods or services were supphed, provided however, that
pumﬁascs made and services performed within the A. K. 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 incurved are not reasonably required for operstions.

CONTRACTOR shall confer with BGPC in connection with the problem
thius presented, and the parties shalt aitempt to reach a settlement which
is mutunlly satisfactory.

Any reimbursernent due to EGPC out of the Cost Recovery Petroleum ag
a result of reaching agreement or of an arbitral award shall be promptiy
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)
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would have been paid to EGPC according to Article VII (a) (2) and
Annex "E" (i.é., 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 ont which it 1s settled.

If the LIBOR rate is available on any fifteenth (15th) day but s not
published in the Financial Times in respect of such day for any reason,
the LIBOR rate chosen shall be that offered by Citibank N. A. to other
leading banks in the London Interbank Eurocurrency Market for one
month U. 8§, Dollar deposits.

If such fifteenth (15th) day is not a day on which LIBOR rates are quoted
in the London Interbank Burocurrency 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.

(g) CONTRACTOR shall supply all funds necessary for its operations in
the 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.



VASY Liu L VY b ) YL sl = L S 4l 01

8 Al oldaal) dy ) &y k) el dylicald 505 o 3 Zgll Jyes ~
S gde s g p e g ettt pall a5 Y Rl QLY
PER TV PUTERPS Y SCUgPy | PXPI TP U R [CH Py PRV HIN PR TRV
Ol pmad | pidiasy . 3 a5 pall T ko iy g 2 AR
bl s Rt B pdyy ¢ dpia Y]

{ Guanglind! Bl )
A sl g At coleadingd

:i:l_jl.ﬁr'ﬂl{”
Sl Hanzs 23UV 00 ol i) ey {F) 2L AT kg
b ¥ Rk o (/¥0Y DU 3 by bty e  Jaa s Gua Snl)
FPSRC S S PRS- VG P NS N | E SN W1 P JETO B |
Lf.:q-:ﬂi.sthiw;iﬁi o Wity o wsle il ;:ai#q,,_}ﬂ.:,_,juis-.ﬂi
M?GWﬁi&jiﬂﬁdﬁﬁw Sydic A i..(.h__,.ﬁ*i..‘qu
+ Hﬁiﬁ?}uh
NEHTRFEETFE [ (FETAVURE VR PYR () I SOPIL A b S -0 TR
il Rakd] e Liblisl (/Y 0} DU 3 (o el a0 Bt gSiodl
TR B PO DR EVE T IS P R TENPR I S JETPU I
ORI Sy [0 Y I 1 P TP 1 Y A TP L SR e |
sl cludbag Uyl ey o 3y i 3pde ] Lehep® s o)
v Hﬁgmj"’&&
PIECICH EHICE - PRI PREL T IR-ELE IFEIE I o B (PR
it il aie b of BLA de dunse { 1) Gl } 52U ads
M@ﬁﬂgdﬂimﬂuﬁ&Uiﬁwﬂﬂw{?} el
RS 3ie 5l ke



OV VAAY L LV Y () YEouadt - e G

(h} EGPC is anthorized to advance to CONTRACTOR the Egyptian
currency required for the operations under this Agrecement
against receiving from CONTRACTOR an equivalent amount of
U.S. Dollars at the official A.R.E. rate of exchange, such amount
in U.S. Dellars 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

Petroleumn.
ARTICLE VY
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(2) 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 (s). Such relinquishment shall be in units of
whoie Exploration Blocks or parts of Exploration Blocks not
converted to Development Leases 5o as to enable the relinquishment
requirements to be precisely fulfilled.

At the end of the fifth (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 (s). Such relinquishment shall be
in 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 fulfilled.

Without prejudice to Articles [IT and XXII 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(s).
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It is understodd that at the time of any relinquishment the areas to be
converted into Development Leases and which are submiited to the
Minister of Petroleum for his approval according to Article I1I {(d)
shall, subject to such approval, be deemed converted to Development
Leases.

CONTRACTOR shall not be required to relinguish any Exploration
Block or Blocks on which a Commercial Oil or Gas Well 15
discovered before the period of time referred fo in Arucie 1 (¢}
given to CONTRACTOR to determine whether such Well is a
Commercial Discovery worthy of Development or to relinguish an
Exploration Block in respect of which a notice of Commercial (ras
Discovery has been given to EGPC subject to EGFC's right to agree
on the existence of a Commercial Discovary pursuant to Ariicle
IlI{c), and without prejudice to the requirements of Article 11l {g).

In the avent at the end of the initial Exploration period or gither of
the two successive extensions of the initial Exploration period, a well
iz actually driliing or testing, CONTRACTOR shall be allowed np to
six (6) months to enabie it to discover a Commercial Oil or Gas Weil
or to establish a Commercial Discovery, as the case may be.
However, any such extension of up 1o six {6} months shail reduce the
length of the next succeeding Exploration Period, as applicable, by
that amount,

() VOLUNTARY:

CONTRACTOR may, voluntarily, during any peried reiinquish 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 Axticle I'V (b) have

heen satisfied for such period,
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Any relinguishments 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 relinguishment provided for above at the end of the o]
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
Company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shali be subject to the approval of
the Minister of Petroleum. Said Company shall be a private sector
company. Operating Company shall be subject (o the laws and
regulations in force in the A.R.E. to the extent that such laws and
reguiations arge not inconsistent with the provmons of this
Agreement or the Charter of Qperating Company.

However, Operating Company and CONTRACTOR shall, for the
purpose of this Agreement, be exempted from the following iaws
and regalations as now or hereafter gmended or substituted:

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

- Law No. 159 of 1981, promulgating the law on joint stock
companies, parinership himiled by shares and himited liabulity

companies:
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- Law No. 97 of 1983, promulgating the law concerning public
sector Orgonizalions and companies,

- Law No. 203 of 1991, promulguting the law on paoblic business
sectnr comparnies; and

- Law No. 38 of 1994, arganizing dealings in foreign cuarrencies

{b) The Charter of Opertting Company is heretoe attached as Annex "D,
Within thirty {379 days afer the date of Commeraial (1 Discovery
or within thirty (30} days after signature of a Gas Sules Agreement
or commencement of 2 scheme fo dispose of Gas (unless otherwise
agreed upon by EGPC and CONTRACTTOR), the Charter shall (ake
effect and Operating Company shall sutomatically come into
existence without any further procedures. The BExploration Advisory
Uonnanittiee shall be dissclved vpon the rehioguisament of the Avea
et converted into a Development Lease,

(<) Ninery (%) days aficr the daie Operating Company cones into
exigtence In accordance with parageaph b} above, U shal! prepare a
work Program and Budgpet for furtner Exploration and Development
it any portion of the Area convatied “atr a Peveopaoat Lease for
the remainder of the year 1in which the Commercial Discovery is
made: and not later than four (4 monilis before the end of the
current Fanancial Year (or such othey Jate a2 may boe agreed amon by
ZGPC ang CONTEACTOR) and four (4) montin precsdmyp the
commencement of Quch succeeding Financial Year foeveafter (or
sach ather date as may be agreed upon by LGPC und
CONTRACTOR), Operating Company shall prepare an annual
Predustinn Scaedule. Work Progeam and Budgpo for furiha
Exploration and Development in any portion of the Arca convenied
into a Deveopraent Lease for the succeediag Fmovwial Year, The
croduction Schedule, Work Program and Budget shafl be submitted
to the Board of Directors for approval, The Work Program ana
Budget for further Expleration in any portion af the Area nai
copverted into a Development Lease shall be implemented, reviewsd
and approved m accordance with Aarhicle IV {e}
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(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 half and the
second half of the succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take into
consideration any cash expected to be on hand at month end.

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 fifieenth (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. Withdrawais 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 controi
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
exists an excess capacity in facilities which can not during the period
of such excess be used by the Operating Company, EGPC and
CONTRACTOR will consult together to find 2 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 VI
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a} (1) Cost Recovery Petroleum :

Subject to the auditing provisions under ihis Agrecment,
CONTRACTOR shall 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 (40%) of ail Petroleum
produced and saved from all Development Leases within the Area
hercunder and not used in Petroleum operations. Such Petroleum is

hereinafter refarred 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,

Z. "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 in the following manner &-

{1} Exploration Expenditures including those accumulated prior to
the commencement of Initial Commercial Production as
mentioned in the definition, shall be recoverable at the rate of
twenty-five percent {25%) per antnum stariing ¢ither in the Tax
Year in which such expenditures are mourred and paid or the
Yax Year in which Initial Commercial Production commences,
whichever is the later date.

(i) Development Expenditures, mcluding those accumulated prior (o
the commencement of Initial Commercial Production as
mentioned in the definition, shall be recoverable at the rate of
twenty-five percent (25%) per annum starting gither in the Tax
Year in which such expenditures are incurred and paid or the
Tax Year in which Inttial Commercial Production commences,
whichever is the later date,

(iii} Operating Expenses, incurved and paid after the date of Initial
Commercial Production as mentioned in the definition, shali 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 s the later date,
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(iv) To the extent that, in a Tax Year, costs, expenses or expenditures
recoverable per paragraphs (i), (i) and (iii) preceding, exceed
the value of all Cost Recovery Petroleum for such Tax ear, 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 tc CONTRACTOR.

(v) The recovery of Exploration and Development Expenditures,
based upcn the rates referred to above, shall be allocated to each
quarter proportionately (one fourth to each quarter). Operatmng
Expenses shall be recovered at the end of the quarter in which
they are incurred. However, any recoverable costs and expenses
not recovered in one quarter as thus allocated, shal! be carried

forward for recovery in the next quarter.

(2) Except as provided in Article VII (a) (3) and Article VIi (e} (1).
CONTRACTOR shall each quarter be entitled to take and own ail
Cost Recovery Petroleum, which shall be taken and disposed of in
the manner determined pursuant to Article VIIL (e). T the extzul
ihat the value of all Cost Recovery Petreleurs {as determined i
Article VII (¢)] exceeds the actual recoverable costs and
expenditures, including any carry forward under Article VII (a)
(1) (iv), to be recovered in that quarter, then the value of such
Excess Cost Recovery Pefrolenm shall be split between EGPC
and CONTRACTOR in accordance with the percentages specified
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in Article VII (b) 1 below and EGPC's shares shall be paid by
CONTRACTOR to EGPC either (i) 1n 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 VH {a) (3).

(3} Ninety (90) days prior to the commencement of each Calendar
Year EGPC shall be entitled to elect by notice in writing to
CONTRACTOR to require payment of up to one hundred percent
(100%) of EGPC’s share of Excess Cost Recovery Petroleum in
kind. Such payment will be in Crude Oil from the Area F.O.B.
export terminal or other agreed delivery point provided that the
amount of Crude Qil taken by EGPC in kind in a quarter shall not
exceed the value of Cost Recovery Crude Oil actueally taken and
separalely dispnsedlnf by CONTRACTOR from the Area during
ihe previous quarter. If EGPC’s entitlement to receive payment of
its share of Excess Cost Recovery Petroleum 1n kind is limited by
the foregoing provision, the balance of such entitlement shalil be

paid in cash.
(b} Production Sharing

(1) The 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):



VARY L 0 VY S 4 0l ) YE suall - Gpan Jlang 40 ¥

/.

R
AL

GUI s
YAY

MIW

7

a_’:..qji...._n.;-

i A g
A

Cr s dmiy
rviiL g
VAL

gy A
U
FAR

P T B O
I.I?.iiuj
AL

axlad s dnll
U
£AY

Jplad g A
IV
A Ao

s Jihradly gt ATy
o it ALY i
- Rpdy et el dandl 3 kA,

(i oy Facrgmr) e f St

Emiuﬂlﬂrﬁuh
Sl B e el

e R P DI
e 8t b
Sho Yoo e sy

zlail Eae F do Lol
S Ve b e
St YO e e s

PACT VDL b ST
TLVN £- BN g..i...f-*k_f_f-:
S 00 e g Jaaly

2l Gl g iy
Shw B oo L hs Aoid
Lgfa.:.l?ﬂ "'J‘"‘J“"‘J

st Load ol o ) B,
TIR £ B I T



ve ‘l's“k"l"i.:....i..:.i_,.l\T{_,.i[cgU}Tf.:.u.T|—1.:.......«_‘J|EJ.:__,:-_J|

(i) Crude Oil

Crude Oil produced and saved
under this Agreement and not
used in Petroleum Operations.
Barrels per day (BOFD)

{quarterly average}.

That portion or mcrement up
to 5,000 BOPD.

That portion or increment
exceeding 5,000 BOPD
and up to 10,000 BOPD.

That portion or increment
exceeding 10,000 BOPD
and up to 25.000 BOPD.

That pertion or increment in
excess of 25,000 BOPD
and up 10 50,000 BOPD.

That poruon or increment in
excess of 50,000 BOPD
and up o 75,000 BOPD.

Thut portion or increment
cxceeding 75.000 BOPD

CONTRACTOR
SHARE

EGPC
SHARE

thirty-five percent
{35%)

sixty-five percent
(65 %)

seventy-one percent twenty -nine percent
(71%) (29%)

tewnty-four percent
(24 %)

seventy-six percent
(76%)

seventy-eight percent twenty-two percent
(78%) (22%)

eighteen percent
(18%)

eighty-two percent
(82% )

fiftcen percent
(15% )

eighty-five percent
(83%0 )
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(ii} Gas and LPG:?

Gas and LPG produced ang  seventy-five percent twenty-five percent
saved under this Agrecment 5% 8%

and not used in Petrofeom
Operations by MMSCFD
(quarterly average),

{2) After the end of each contractial year duting the term of any Gas

Sales Agreement entered into pursuant t© Article VI (e}, EGPC
and CONTRACTOR {as sellers) shall render to BOPC (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 guantities of Gas as established by the apphcable Gas
Sales Agreement {the "Shortfall™), provided the Gas is gvailable.
Within sixty (68} days of receipt of the statement, BGPC {as
buyer) shall pay EGPC and CONTRACTOR (as seliers) for the
amount of the "Shortfall", if any. The Shortfall shall be mncluded
in EGPC’s and CONTRACTOR’s entitlement to Gas pursuant
to Article VII (a) and Article VII {b) in the fourth (4th) quarter
of such contractual year.

Quantities of (as not taken but 1o be paid for shall be recorded
in & separate '’ Take-or-pay Account”, Quantities of Gas ("Make
Up Gas') which are delivered in subsequent years i ¢xcess of
seventy five percent (75%) of the Contract quantities of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the "Take-or-Pay"
accpunt 1o the extent thereof and, to that exlent, no payment
shail be due in respect of sach Gas. Such Make Up Gas shall not
be included in CONTRACTOR s entitlement to (Gas pursuant {o
Article VTI {a) and Article VII (b), CONTRACTOR shall have
no rights to such Make Up Gas.
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The percentages set forth in Arficle VII (a) and this Article VII
(b) in respect of LPG produced from a plant construcied and
operated by or on behalf of EGPC and CONTRACTOR shall
apply to all LPG available for delivery.

{¢) Valuation of Petroleum :
(1) Crude Qil :

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

(i) "Market Price” shall mean the weighted averaze prices
realized from sales by EGPC or CONTRACTOR during the
guarter, 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. pont of export sales to
non-affiliated companies ai arm’s length under all Crude Oil
sales contracts then in effect, but excluding Crude Oil sales
contracts involving 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 1in whole or in
part by considerations other than the usual economic

incentives for commercial arm’s length crude Oil sales.
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(iti) 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.Q.B. point of export price; and always taking into
account the appropriate adjustment for quality of Crude Oul,
freight advantage or disadvantage of port of loading and other
appropriate adjustments. Market Price shail be determined
separately for each Crude Oil or Crude Oil mix, and for each

port of loading.

(iv) 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
quart'er, and shall be guided by all relevant and available
evidence including current prices in freely converuible currency
of leading crude oils produced by major oil producing countries
(in the Arabian Gulf or the Mediterranean Area), which are
regularly sold in the open market according to actual sales
contracts terms but excluding paper sales and sales promises
where no crude oil is delivered, to the extent that such sales arc
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 recoghnized by seliers and
purchasers, 4$ rﬂfiaczﬂd in crude prices, transporiation ninely
(90) days insurance premiums, unusual fees bome 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 al

prevailing interest rates,

It is the intent of the Partiss that the vaiue of the Cost Recovery
Crude Cil shall reflect the prevailing market price for such
Crude Oil.

{v) If either EGPC or CONTRACTOR considers that the Market
Price as determined under sub-paragraph {if} above dogs not
reflect the prevailing market price or in the event EGPU and
CONTRACTOR fail 10 apree on Market Price for any Crude Qil
oroduced under this Agreement for any guarter within fifteen
{13) days after the end thereof, any party may ¢lect at any lime
thereafter to submit to & single arbitrator the guestion, what
single price per barrel, in the arbirator's judgment, best
represents fot the pertinent quarter the Market Price for the
Crude Qil in question. The arbitrator shall make his
determination as soon as possible following the guarier in
question. His determination shall be final and binding upon all
the parties. The arbitrator shall be selected in the manner
described below,
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In the event EGPC and CONTRACTOR fail to agree on the
arhitrator within thirty {30} days from the date any party notihes
the other that it has decided to submit the determination of the
Market Price to an arbifrator, such arbitrator shall be chosen by
the appointing authority designated in accordance with Article
XXIV (e), or such other appointing authority with access o such
expertise as may be agreed to between 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 intermational
commerce, the arbitrator shall not be a citizen of a country
which does not have diplomatic relations with the ARE., and
with the country of incorporation of each of the
CONTRACTOR Members. He may not be, at the time of
selection, employed by, or an arbitrator or consultant on a
continuing or freguent basis to, the American Pelroleum
Institute, the Organization of the Petrotewm Exporting Countries
or the Organization of Arab Petroleum Experting Countries, or a
consultant on a ¢ontinuing basis to EGPC, CONTRACTOR or
an Affiliated Company of either, but past occasional
consuitation with such companies, with other petroleum
companies, governmental agencies or organizations shali 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
petrolewn company or of any governmental agency or
grganization.
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Should a ‘selected person decline or be unable to serve as
arbitrator or should the position of arbitrator fall vacant prior to
the decision called for, another person shall be chosen m the
same manner provided in this paragraph. EGPC and
CONTRACTOR shall share equally the expenses of the
arbitrator.

The arbitrator shall make his defermination I 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 is
substantiated or pertinent, Hepreseniativer of EGPU 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 cach shall insure such
cooperation of its trading companies. The arbitrator shall be
pravided 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 valid
determinalion.

(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 BGPC or
CONTRACTOR should incur a loss by virlae of the temporary
continuation of the Market Price of the previous quarter, it shali
promptly be reimbursed such loss by the other party plus simple
intgrest at the LIBOR plus two and one-half percent (2.5%) per
anpum rate provided for in Article IV (I} from the date on which
the dispuied amount {s) should have been paid 10 the date of
payment.
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{2) Gas and L.PG

(i) The Cost Recovery and Production Shares of Gas subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
seHers) and EGPC (as buyer) entered into pursuant to Article
VII {¢) shall be valued, deliverad to and purchased by EGPC at a
price determined monthly according to the following formula :

F

PG w 0.85 X ¥ H
42956 X 100

Where:

PG = the value of the Gas in 1J.S. Dollars per thousand Standard cubic
feet (MSCF). '

F = 2 value in U.S. Dollars per metric ton of the Crude Oif of Gulf of
Sucz blend "FOB Ras Shukheir” A R.E. calculated by referring to
"Platt’s Qilgram Price Beport “during a month under the heading
"Spot Crude Price Assessment for Suez Blend". This value reflects
the total averages of the published low and high values for a Barrel
during such month divided by the number of days in such month for
which such values were guoted. The value per metric 1on shali be
calculatéd 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) per thousand standard
cuabic feet {MSCF: of the Gas, based on gross calonfic 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
refercnce to cther published sources. In the event that there are no
such published sources or if the value of F cannot be determined
pursuani 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 VII (e) 2 (i1), and is to enable EGPC to fmance
and maintain the portions of the pipeline distribution system to be
provided by EGPC.

(ii) 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
Butane at the outlet of such LPG plant according to the

following formula (unless otherwise agreed between EGPC and
CONTRACTOR}):

F

PLPG = 0.95 PR -(J X 0.85 X )
42.96 X 10°

Where:

PLPG = LPG price (separately determined for Propane and Butane) in

LS. 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 UJ.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 LP(r plant per meiric ton
of LPG produced.
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¥ = the same value as F vnder sub-paragraph {3} above.

In 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 issnes which are published during
such month. In the event that the value of PR can not be
determined because Plait’s LPGaswire is not published at ali
during a month, EGPC and CONTRACTOR shall mect and
agree to the value of PR by reference to other published sources.
In the event that therc are no such other published sources or if
the valuz of PR cannot be deterniined pursuant to the foregoing
for any other reason, BEGPC and CONTRACTOR shall meet and
agree the value of PR by reference 10 the value of LG (Propane
and Butane) delivered FOB from the Mediterranean Arsa.

Such valuation of LPG is based upon delivery at the delivery
poini specified in Arnticle VIH (&) {23 (115} .

(iii} The prices of Gas and LPG so calculated shail apply dunng the

samme maonth.

{iv) The Cost Recovery and Production Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than 1o EGPC
pursuant to Article VII (¢} shall be valued at their actual reaiized

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 first regular
production) and fumish in writing to CONTRACTOR and EGPC 2
forecast setting out a total quantity of Petroleum that Operating Cormpany
cstimates can be ﬁmducﬂd. saved and transported herewnder during such

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

Onperating Company shall endeavor to produce eack 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 in which
said Crude Oi} shalf be metered or otherwise rueasured for royalty, and
other purp_c:sﬁ required by this Agreement. Gas shall be handled by

Operatimg Cc\mpﬁny in accordance with the poovisions of Article VII{e} .
(e) Disposition of Petroleum :

(1) EGPC zand CONTRACTOR shall have the right and thc
obligation to separately take and freely export or otherwise
dispose of currently zll of the Crude Oi} to which cach s entitled
under Article VII (3) and Article VII (b). Subject to payment of
sums due to EGPC under Article VI (a) (2) and Article [X,
CONTRACTOR shall have the right to remit and retain abroad
all funds acquired by it including the proceeds from the sale of

its share of Petroleum.
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Notwithstanding anything to the contrary under this Agreement
priority shail be given to meetl the requirements of the A.R.E.
market from CONTRACTOR’s share under Article VIi (b) of
the Crude Oii produced from the Area and EGPC shail have the
preferential right to purchase such Crude (hl at a price to be
determined pursuant {o Article VII (¢). The amount of Crude Oii
so purchased shall be a portion of CONTRACTOR' s share
under Article VII (b). Such amount shall be proportional to
CONTRACTGR's share of the total production of crude oil
from the concession areas in the A.R.E. that are also subject to
EGP{’s preferential right to purchase. The payment for such
purchased amount shiall be made by EGPC in U.S. Dollars or in
anv other freely convertibie currency remitiable by
CONTRACTOR abroad, |

It is agreed vpon that EGPC shall notify CONTRACTOR, at
least forty-frve {45) days prior to the begunning of the calendar
semester, of the amount 1o be purchased during such semester
under this Article VI (e} (1).

1<) With respect to Gas and LPG produced rom the Area :

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

{ii) [n the event that EGPC is to be the buyer of Gas, the disposition
of Gas to the local markets as indicated above shatl be by virtue
of iong term Gas Sales Agreements (0 be entered into betwecen
EGPC and CONTRACTOR (as sellers) and EGPC {as buyer).

EGPC and CONTRACTOR (as scllers) shall have the obligation
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 i:mint shall be at the flange connecting the lease pipeline
to the nearest point on the Naticnal 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 point on the
National Gas Pipeline Grid System as depicted in Annex "F"
hereto, or otherwise agreed by EGPC and CONTRACTOR.
Such pipeline shall be owned in accordance with Article VIII (a)
by EGPC, and its cost shall be financed and recovered by
CONTRACTOR as Development Expenditures pursuant to
Article VII.

(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 II
and Article VII(e) 2 (ii). The delivery of LPG 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 recovery.
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(iv) EGPC {as buyer) shall have the option to elect, by ninety (90)
days prior wntten notice to EGPC and CONTRACTOR (as
sellers), whether payment for the Gas which is subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
sellers) and EGPC (as buyer) and LPG produced from a plant
constructed anud operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII (¢),
and to which CONTRACTOR is entitied under the Cost
Recovery and Production Sharing provisions of Article VII, of

this Agreement, 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 (yas Sales Agreement .n 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 Oil to be taken concurrently by
CONTRACTOR f{rom the Area, or to the extent that such Crude
Oil 1s insufficient, Crude Oil from CONTRACTOR's other
concession areas or such other areas as may be agreed. Such
Crude 01l shall be added to the Crude Oil that CONTRACTOR
1$ otherwise entitled to lift under this Agreement. Such
equivalent barrels shall be calculated on the basis of the
provisions of Article VII (¢) relating to the valuation of Cost

Recovery Crude Oil,
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Provided that:

(2a) Payment of the value of Gas and LP(G shall always be made
in eash in U.S. Dollars remittable by CONTRACTOR
abroad o the extent that there is msufficient Crude Qi

available for conversion as provided for above;

(bhy) 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,

Paymenis 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 Costs and of Cost Recovery
Petroleum referred to m Arucle IV of Annex "E” of this

Agreement.

{¥) Should EGPC {as buyer) fail to enter into o 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 11, EGPC and CONTRACTOR shall
have the right to take and freely dispose of the quantity of Gas and
1P in respect of which the notice of Commercial Discovery 18

given by exporting such Cas and LPG.

(vt) The proceeds of sale of CONTRACTOR’s share of Gas and LPG
disposed of pursuant to the above sub-paragraph (v) may be freely
remitied or relained abroad by CONTRACTOR,
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(vii} 11 the evgnt EGPC and CONTRACTOR agree to zccept new Gas
and LPG producers fo join in an ongeing export project, such
producers shall have {o contribute a Tarr and equitable share of the
invastment made.

(viii) (2a} Upcen the expiration of the five (5) year pertod referred to in
Aviicle VIE () {2} (v}, CONTRACTOR shall have the
obligation fo exert its reasonable efforts ©o find an export
marke! for (Gas teserves,

(hh) Tn the event, at the el of the five (5) year period referred to
under Asticie VI {e){2){v}, CONTRACTOR and EGPL have
not entered into a Gas Sales Agreement, CONTRACTOR shail
refain its rights to such Gas reserves for a further period of up
to seven (7) years, subject to Article VII (e}(2)(viii) (cc),
during which period EGPC shail attemipt to find a market for
Gas reserves.

fooy CONTRACTOR shai, at any time prior 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 is made, provided, that in such Gas Saies Agreement or
Gas disposal scheme offered to CONTRACTOR, the relevant
technicel and economic factors to enable a commerciai
contract or scheme are tuken into consideration, including :

- A sufticient delivery rate.

- Delivery pressure to enter the National Gas Pipeline Grid
Systen: at a mutually accepted point of delivery,
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- Delivered Gas quality specifications not more
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 into a
Gas Sales Agreement pursuant to Article VII (e) (2) or
otherwise found an acceptable scheme for commercial
disposal of such Gas, prior to expiry 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 2 Commercial Gas Discovery, if
Crude Oil has been discavered in commercial guantities in the

same Development Lease and vice versa.
() Operations :

it following the reversion to EGPC of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Develepment 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 (01l or Gas as the
case may be) may oniy 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 lftings from the agreed upon pount
of export.

ARTICLE VII
TITLE TO ASSETS

() EGPC shall become the owner of all CONTRACTOR acquired
ard owned assets which assets were charged to Cost Recovery
by CONTRACTOR in connection with the operations <arricd
out by CONTRACTOR or Operating Company in aceordance
with the following :

{1} {.and shall become the property of EGPL as soon a5 it s
purchased.

{2} Title 10 fixed and movable asseis shall be transferred
automatically and gradually from CONTRACTOR to
EGPC as they becarmne supjact {0 recovery In accordance
with the provisions of Articie Vil however the full title to
fixed and movabie assets shall be transferred putomatically
from CONTRACTOR. to EGP{ when its total cost has been
recovered by CONTRACTOR 1n accordance wilh the
provisions of Article VII or at the tume of termination of
this Agreement with respect to all assets chargeable to the
operations whether recovered or not, whichever first oceurs.

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

EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the end of each
guarter.
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(b) During the term of this Agreement and thg 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
Parties. 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 in
accordance with good industry practices, including but not
limited to the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shali pay to EGPC as a signature bonus the sum

of three hundred and fifty thousand (350,000) U.S. Dollars on
the Effective Date.

() 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 tifteen (15) days thereafter.

(c) CONTRACTOR shall also pay to EGPC the additional 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 fifty thousand (50,000) barrels per day for a
period of thirty (30) consecutive producing days. Payment will
be made within fifteen {13) days thereafter .
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(&) CONTRACTOR shall also pay to BGPC the additional sum of
four miliion {4,000,000) U.S, Dollars as a production bonus
when the total average daily production from the Ares firsy
reaches the rate of seventy-five thousand {75,08{) barrels per
day for a period of thirty (30} consecutfive producing days.
Payrment wiil be made within fifteen (15) days thereafter.

(e) All the above mentioned bonuses shail i no eveat be recovered
by CONTRACTOR.

({1 In the eveni that BEGPC elects to develop any par of the Area
pursuant 10 the sole risk provisions of Article L (g {ivy,
production from such sole risk area shail be considered for thie
purposes of this Article IX only if CONTRACTOR exercises its
option to share in such praduction, and only from the mitial 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
{h-d) by converting daily Gas delivered into equivalent barrels
of daily Crude {1 production in accordance with tie following

Formaia -

MSCFx H x 0.136 = equivalent barrels of Crude (i}

where
MSOCF = one thousand Standard Cubic Feet of (Gas.

14 = the number of million British Thermal Units (BTU s}
per MSCE.
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shall maintain an office in 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 ocal
written directions given to them by the Govemment or its represeniatives
under the torms of this Agreement. All lawful regulsiions issued or
hereafier 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 registerad mail to CONTRACTOR s office in the A.R.E.

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

ARTICLE XI
SAVINLGy OF PETROLEUM ANI PREVENTION OF LOSS

(3) Operating Company shall take all proper measures, according to
generally accepted methods in use in the ail and gas industry to
prevent loss or waste of Petroleum above or under the ground in any
form during dnlling, producing, gathering, and distributing ov
siorage operations. The GOVERNMENT has the night to prevent
any operation on any well that ¥ might reasonably expect would
result in loss or damage to the well or the Oil or Gas field.
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(b} Upon compiction of the dailling of a productive weli, Operating
Company shall inform the GOVERNMENT or its representative
of the time when the well will be tested and the production rate

ascertained.

(¢) Except in mstances where multiple producing formations in the
same well can only be produced economically through a single
tubing stnng, Petroleum shall not be produced from multiple oil
bearing zones through onc string of wbing 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
Petroleurn and water produced monthly from each Developraent
Lease. Such datz shall be sent {o the GOVERNMENT or i3
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
avaiiable at ali reasonable times for examination by authorized
representatives of the GOVERNMENT.

(¢) 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 GOVERMMENT,
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ARTICLE XII
CUSTOMS EXEMPTIONS

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

permitied 1o import and shall be exempted from customs duties,
any taxes, levies or fees (including fees imposed by Ministerial
Decision No. 234 of 1993 issued by the Minister of Finance, as
now or heresfter amended or substituted) of any nature (except
where an actual setvice has been rendered to CONTRACTOR
by a competent authority}, and from the importation rales with
respect to the importation of machinery, equipment, appliances,
materials, items, means of transport and transportation {the
exemption from 1axes and duties for cars shall only apply to cars
3 be used in operations), clectric appliances, air conditioners for
offices, field housing and facilities, electronic appliances,
computer hardware and soltware, as well as spare parts required
for any of the imported items, all subject to a duly approved
certificate issued by the responsible 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
aatormancally result in the importation and the exemption
without any further approval, delay or procedure.

{b} Machincry, equipment, appliances and means of transport and

transportation imported by EGPC's, CONTRACTOR's and
Operating Company's contractors and sub-contractors
iemporarily engaged in any activity pursuant 1o the operations
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(c)

o

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 Mimster of
Finance, as now or hereafter smended or substituted) of any
pature {except where an actual service nas becn rendered 1o
CONTRACTOR by a competent authority}, upon presentation
of a duly approved certificate issped by an EGPO responsibie
representative nominated by EGPC for such purpose which
states, that the imported items are required for conducting the
operalions pursuant to this Agreement. tems (excluding cars not
to be used in operations) sef out in Article X (&) imported by
BGPC's, CONTRACTOR's and Operating Company's
countractors and sub-contractors for the aforesaid operations, in
order o be instalied or used permanently or consumed shall
meet the conditions for exemption set forth in Article XT1 {a)
after being duly centified by an EGPC responsible representative
to be used for conducting operations pursuarnt 10 this Agreement.

The expatriate empioyees of CONTRACTOR, Operating
Company and their contractors and sub-contractors shall not be
entitled to any exemptions from customs duties amd other
ancillary taxes and charges except within the limits of the
provisions af the {aws and regulations applicable in the ARE.
Howagver, personal household goods and furniture (including
one (1) car} for each expairiste employee of CONTRACTOR
and/or Operating company shall be cleared under the
*Temporary Release System {without payment of any customs
duties and other anciliary taxes) upon presentation of a letter 1o
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the appropriate customs authorities by CONTRACTOR or
Qperating Compauy approved by am EGPC responsibie
representative that the imported items are imported for the sole
use of the expatriate employee and his family, and that such
imported ftems shall be re-exported outside the A.R.E. upon the
repatriation of the concerned expattiste 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, taxes or
charges or any taxes or charges from which such items have
been already exempt, being applicable. Such itemns may be sold
within the A.R.E, after obtaiming the approval of EGPC which
approval shall not be unreasonably withheld. In this event, the
plirt:haser of such items shall pay all applicable customs duties
and other ancillary taxes and charges according to the condition
and value of such #tems and the tanff applicable on the date of
sale, unless such items have already been sold o an Affiliated

Company of CONTRACTOR, if any, or EGPC, having the same
exemption, or unless title to such items (excluding cars not used
in operations} has passed to BGPC. In the event of any such sale
under this paragraph (d), the proceeds from such saie shall be

divided in the following manner:

CONTRACTOR shall be entitied to reimbursement of 1is

urrecovered cost, if any, in such 1tems and the excess, if any,

shall be paid to EGPC.
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(&) The exemption provided for in Article XII (a) shall not appty to
any imported items when items of the same or subsiannally the
samg kind and quality are manufactured locally meeting
CONTRACTOR's and/or Operating Company's specifications
for quality and safety and are availudle for timely purchase and
delivery in the A.R.E. at a price not higher than ten percent
{10%)} of the cost of the unported item, before customs duties
but after freight and insurance costs 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 petroleim shall be exempted from any customs duties, any
taxes, levies or any other inmiposts in respect of the export of
Petroleum hereunder.

ARTICLE XIN}
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRACTOR and Operating Company shall each
mainiamn at their business offices in the A R, books of account,
in accordance with the Accounting Procedure in Annex "E” and
accepted accounting practices generally used in the petrofeuwn
industry, and such other books and records as may be necessary
1o show the work performed under this Agreement, including the
amount and value of all Pefroleum produced and saved
hereunder. CONTRACTOR and Operating Company shall keep
their books of account and accounting records in United States
Dollars.
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Operating Company shall fumish 1o the GOVERNMENT
or its representatives monthily returts showing the amount of
Peroleum produced and saved hereunder. Such refuras shall be
prepared in the form required by the GOVERNMENT, or its
representative and shall be signed by the General Manager or by
the Deputy General Manager or a duly designated deputy and
dehivered to the GOVERNMENT or ifs representative within

thirty (30) days after the end of the month covered n the returmn.

{h) The aforesaid books of acvount and other books and records

referred to above shall be availabie at all reasonabie omes for

inspection by duly authorized representatives of the

"GOVERNMENT.

{c} CONTRACTOR shall sobmit to EGPC a Profit and Loss

Statement of its Tax Year not later than four (4) months after the
cammencement of the following Tax Ycar 1o show its net profit
or loss from the Petroleum operations under this Agreement for

such Tax Year.

CONTRACTOR shall at the sume time submit o vear-end
Balance Sheet for the same Tax Year to EGPC. The Balance
Sheet and financial statements shall be certified by an Egyptisn

certified accounting firm.
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ARTICLE XiV
RECORDS, REPORTS AND INSPECTION

{a} CONTRACTOR and/or Operating Company shall prepare and, &t

all times while this Agresment is in foree, mainiain accurate and
current records of #s operations in the Ares. CONTRACUTOR
and/or Qperating Company shall fumish the GOVERNMENT or
its representative, in conformity with applicable reguiations or
as the GOVERNMENT or #s representative may reasonably
reguite information and data conceming 1S operations under this
Agreement. Operating Company will perform the functions
indicated in this Articte XTIV in accordance with 118 role as

specified in Articie VI

(i CONTRACTOR and/or Operating Company shall save and keep

for 4 reasonable period of time a representative portion of each
sample of cores and cuttings taken from drilling wells, 1o be
disposed of, or forwarded to the GOVERNMENT or iis
representative in the manner directed by the GOVERNMENT.
All samples acquired by CONTRAUTOR and/or (peraung
Company for their own purposes shall be considered available
for inspection at any reasonable time by the GOVERNMENT or

its representalives.

{¢) Unless otherwise agreed to by EGPC, in case of exporting any

rock sarmples outside A.R.E., samples equivalent in size and
guality shali, before such exportation, be delivered to EGPC as
representative of the GOVERNMENT.
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{d) Qriginals 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 & comparghic record, if
available, is maintained in the AR.E. and provided that such
exports shall be repatriated 10 ARE. promptly following such
processing or analysis on the understanding that they belong to
EGPC.

(e} During the period CONTRACTOR is conducting the Exploration
operations, EGPC's duly authorized ropresenialives or
employees shal! have the right to full and complete access to the
Area at all reasonable times with the right to observe the
operations being conducted and to inspect all assets, vecords and
data kept by CONTRACTOR. EGPC's representalive, in
a‘xercising i1s rights under the preceding sentence of this
paragraph (e}, shall not interfere with CONTRACTOR'
operations. CONTRACTOR shall provide EGPC with capies of
any and all data {including, but not mued to, geological and
geophysical reports, logs and well surveys) mformation and
intﬁ:rpr&tatmn_ of such data, and other information in
CONTRACTOR' possession.

For the purpase of obtaming new offers, the GOVERNMENT
and/or EGPC may, after the seventh {7th) year of the
Exploration period or the date of termination of this Agreement,
whichever is the earlier, show any other party uninterpreted
basic geophysical and geological data {such data fo be not less
than one {1} year old unless CONTRACTOR agrees to g shorter
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period, which agreement shall not be enreasonably withheld)
with respect 1o the Area, provided that the GOVERNMENT
and/or EGPC may af any time show another party such data
directly obtained over or acquired from those parts of the Area
which CONTRACTOR has relinguished as long as such data s
at least one (1) year old,

ARTICLE XY
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible i law
toward third parties for any damage caused by CONTRACTOR’s
Exploration operations and shall indemnify the GOVERNMENT andfor
EGPC against all damages for which they may be held lable on account
of any such operations,

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have
access 10 the Area covered by this Agreement and 1o the Operations
conducted thereon. Such representatives may examing the books,
registers and records of BGPC, CONTRACTOR and Operating
Company and make a reasonable number of surveys, drawings and tesis
for the purpose of enforcing this Agreement. They shali, for this purpose,
be entitied 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 shail arise directiy or
indirectly from such use. Such representatives shail be given reasonabie
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assistance by the agents and cmployees of CONTRACTOR or Operating
Company so that none of the activities shall endanger or hinder the safety
ar efficiency of the operations, CONTRACTOR or Operating Company
shall offer such representatives all privileges and facilities accorded to its
own cmployees in the field and shall provide them, free of charge, the
ase of reasonable office space and of adequately fumished housing while
they ara in the field for the purpose of facilitating the objectives of this
Article. Without prejudice 1o Arnicle IV (g) any and ali mformation
obtained by the GOVERNMENT or its representatives under this Article
X V1 shall be kept confidential with respect to the Arza.

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

(2} It is the desire of EGPC and CONTRACTOR that operations
hereunder be condacied in a business-like and efficient mannet,

(1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Operaling
Company and the personpnel of its contractors for the
conduct of the operations hereunder, shall ve granted a
residence as provided for in Law No. 89 of 1960 av
amended znd Ministerial Order No. 288 of 1981 as
amended, and CONTRACTOR agrees that all immigration,
nassport, visa and employment regulations of the ARE.,
shall be applicable 1o all alien employees of
CONTRACTOR warking in the A.R.E,
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(2} A mintmum of twenty-five percent {28%) of the combined
salaries and wages of each of the expatriate administrative,
professional and technical personnel empioyed 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 therzof, 10 be used for

operations hereunder.

(¢} CONTRACTOR, shall after consultation with BGPC, propare

()

and carry out specialized training programs for all #s ARE
employees engaged in operations hercunder with respect o
applicable aspects of the petrolenm industry. CONTRACTOR
and QOperating Company undertake to replace gradually their
non-gxecutive expatriate staff by quaiified nationals as they are
avatiable.

During any of the Exploration phases, CONTRACTOR shall
give mutually agreed numbers of EUGFPU employtes an
opportunity to attend and participate in CONTRACTOR’s and
CONTRACTOR's Affiliated Companies training programs
relating to Exploration and Development operations, In the
event that the total cost of such programs is less than fifty
thousand (30,000} United Stazes Deollars 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.8. 3 30.000) allocated for training, be paid
directly to EGPL for such purpose.
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ARTICLE XVHI
LAWS AND REGULATHONS

{a} CONTRACTOR and Operating Company shall be subject to Law

No. 66 of 1933 {exciuding Article 37 thereof } as amended by
Law No. 86 of 1956 and the reguistions issued for the
implementation thereof, including the regulations for the safe
and efficient performance of oparations carried out for the
execution of this Agreement and for the conservation of the
petroleum resources of the ARE. provided that no regulations,
or modification or interpretation thereof, shall be contrary 1o or

inconsistent with the provisions of this Agreement.

(b} Except as provided in Article U1 (g) for Income Taxes, EGPC,

CONTRACTOR and Operating Company shall be exempted
from zil taxes and duties, whether imposed by the
GOVERNMENT or municipaiities inciuding among others,
Sales Tax, Valus A&dﬂd Tax and Tax on the Exploration,
Development, cxiracting, producing, ¢xporung or transposting
of Petroleurn and LPG as well as any and all withbolding taxes
that might otherwise be imposed on dividends, inferest, technical
service fees, patent and trademark royaltics, and similar items.
CONTRACTOR shall also be exempied from any tax on the
liguidation 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 CONTRAUTUR 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 contracing parties.

{d} The coniractors and sub-contractors of CONTRACTOR and
Operating Company shall be subject to the provisions of this
Agreement which affect them. Insofar as all regulations which
are duly issued by the GOVERNMENT apply from time to time
and are not in accord with the provisions of this Agreement,
such regulations shall not apply to CONTRACTOR, Qperating
Company and their respective contractors and sub-coniractors,

as the case may be.

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

to their documenis and activities hereunder.

(D) All the exemptions from the application of the A.R.E. laws or
regutations granted o EGPC, CONTRACTOR, the Uperating
Company, their contractors and sub-contractors under this
Agreement shall include such laws and regulations as presently

in effect or hersafter amended or substituted.
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ARTICLE XiIX
STABILIZATION

In case of changes in existing legislation or regulations applicable to
the conduct of Exploration, Development and production of Petrolesm,
which take place after the Effective Date, and which significantly aifect
the economic interest of this Agreemen{ to the detriment of
CONTRACTOR or which imposes on CONTRACTOR an obligation fo
remit to the A.R.E. the proceeds from sales of CONTRACTOR's
Petroleum, CONTRACTOR shall notify EGPC of the subject _iﬁgisiati%
or regulatory measure. In such case, the Parties shall ﬁﬁgﬁtiate possible
modifications to this Agreement designed to restore the economic

balance thereof which existed on the Effective Date.

The Parties shall use their best efforts to agree on amendments 0

this Agreement within pinety (90} days from aforesaid notice.

These amendments o this Agreement shall not in any event diminish
ar increase the rights and obligations of CONTRACTOR as these wete

agreed on the Effective Date.

Falling agreement between the Parties during the period referred to
ahove in this Article XIX, the dispute may be submifted to arbitration, as

provided in Article XX1IV .
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ARTICLE XX
RIGHT OF REQUISITION
{2) In case of national emergency due O war or mmminent

expectation of war or Intemal causes, the GOVERNMENT may
requisition all or part of the preduction from the Area obtamned
hereunder and require Operating Cmmpauy to increase such
sroduction to the ulmost possible maximum. The
GOVERNMENT may also reguisition the il and/or Gas feid
itselt and, if necessary, related facihities.

(b} In any such case, such reguisition shall not be effected except

after inviting EGPC and CONTRACTOR or thew representative
by registered letter, with ackvowledgment of receipt, to express
their views with raspect 1o such requisinon,

(¢} The reguisition of production shall be effecied by Ministerial

Order. Any requisition of an Qil and/or Gas field, or any related
facilities shall be effected by a Presidential Decree duly notified
to EGPC and CONTRACTOR.

{) In the event of any requisition as provided above, the

GOVERNMENT shall indemnify in full EGPC and
CONTRACTOR for the period during which the requisition 1s
maintained, including:

(1) All damages which resuit from such requisttion; and

{2} Full repayment cach month for all Petroleum extracted by
the GOVERNMENT less the royvalty share of such
production
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However, any damage resulting from enemy attack is not within the
meaning of this paragraph (). Payment hereunder shall be made o
CONTRACTOR in U.S. Dollars remittable abroad. The price pad to
CONTRACTOR for Petroleum taken shall be calculated m accordancs
with Article VI (¢).

ARTICLE XXI1
ASSIGNMENT

(1) Neither EGPC nor CONTRACTOR may assign to a person, firm
or corporation, in whole or in part, any of its fights, privileges,
duties or obligations under this Agreement without the written
consent of the GOVERNMENT.,

(1) To enable consideration to be given 1o any request for such
consent, the following conditions must be fuitilied:

1, The obligations of the assignor deriving from this Agreement
must have been duly fulfilled as of the date such request 18
made,

Z. The instrament of assignment must include provisions
stating precisely that the assignee is bound by all covenants
contained in tis Agreement and any mogdifications of
additions in writing that up to such time may have been
made. A draft of such nstrument of assignment shall be
submitted ta EGPC for review and approval before being
formally executed.

{¢} Notwithstanding the provisions of Axticle XXI{a},
CONTRACTOR may assign all or any of its rights, privileges,
duties or obligations under this Agreemen! to an Affiliated
Company, provided that CONTRACTOR shall advise the
GOVERNMENT and BGPC in writing of the assignment.
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{d) Any assignment, sale, transfer or other such conveyance made
pursuant to the provisions of this Article XX shali be free of
any transfer, capital gains taxes or related taxes, charges or fees
including without limitation, all Income Tax, Sales Tax, Value

Added Tax, stamp duty, or other taxes or similar pavmenls.

(e) As long as the assignor shall hold any interest under this
Agreement, the assignor together with the assignee shall be
jointly and severally liable for all duties and obligations of
CONTRACTOR under this Agreement.

ARTICLE XXH
BREACH OF AGREEMENT AND POWER TO CANCEL

{2} The GOVERNMENT shall have the right to cancel this
Agresment by Order or Presidential  Decree, with respset to
CONTRACTOR, in the following instances :

1. If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration
for the execution of this Agreement;

2. {fitassigng any interest hereunder contrary to the provisions
of Ariicle XXT;

3, If it 1s sdjudicated Bankmupt by 2 court of competent
jurisdiction;
4, If it does not compiy with any final decision reached as the

result of count procesdings conducted under Artcle
XXIV (a);
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5. If it intentionally extracts any mineral other than Petroleum
naot authorized by this Agreement or without the authority of
the GOVERNMENT, except such extractions as may be
unavoidable as the result of the operations conducted
hereunder in accordance with accepted petroleum industry
practice and which shall be notified to the GOVERNMENT
or s represertative as soon as possible; and

6. If it comunits any material breach of this Agreement or of the
provisions of Law No. 66 of 19533 | as amended by Law No.
R of 1956, which are not contradicted by the provisions of
this Agreement,

Such canceliation shall take place without prejudice 10 any
rights which may have accrued 1o the GOVERNMENT
against CONTRACTOR m accordance with the provisions

~ of this Agreement, and, in the event of such cancellation,
CONTRACTOR, shall have the right to remove from the
Area all its personal property.

{0) If the GOVERNMENT deems that one of the aforesaid causes
{ other than a force majeure cause referred 10 1w Aructe XXItH
exists to cancel this Agreement, the GOVERNMENT shall give
CONTRACTOR ninety (90) days written notice personaily
served on CONTRACTOR's General Manager in the fegally
official manner and receipt of which 18 acknowledged by him
or by his fegal agents, to remedy and remove such cause; but if
for any reason such service is impossitle due 10 unnotified
change of address, publication in the Offtcial Joumal of the
GOVERNMENT of such notice shall be considered as valid
service upon CONTRACTOR. I at the end of the said ninety
(90} day notice pertod such cause has not been remedied and
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removed, this Agreement may be cancelled forthwith by Order
or Presidential Decree as aforesaid; provided however, that if
such cause, or the fajlure to remedy or remove such cause,
results from any act or omission of one party, cancellation of
this Agreement shall be effective only against that party and not
as against any other party hereto,

ARTICLE XXIN
FORCE MAJEURE

{a) The non-performance or deiay in performance by EGPC and

{b)

CONTRACTOR, or either of them of any obligation under this
Agreement shali be excused if, and to the exient that, such non-
performance or delay is caased by force majeure, The period
of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage
done during soch delay, shall be added to the time given in this
Agreement for the performance of such obligation and for the
performance of any obligation dependent thereon and
consequently, to the term of this Agreement, but only with
respect to the biock or blocks affected.

"Force Majeure”, within the meaning of this Article XXIiI,
shall be any order, repuiation or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT, or the
government of The counlry of Incorporation of any
CONTRACTOR Mentber, whether promulgated in the form of a
law or otherwise or any act of God, insurrection, riot, war,
strike, and other labor disturbance, fires, floods or any cause
not due to the fault or negligence of EGPC and CONTRACTOR
or either of them, whether or not suntlar to the foregoing,
provided that any such cause is beyond the reasonabie control of
EGPC and CONTRACTOR, or either of them,
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{c) Without prejudice to the above and except as may be otherwise
nrovided herein, the GOVERNMENT shall mcur no
responsibility whatsoever o BEGPC and CONTRACTOR, or
either of them for any damages, restrictions or loss arising in
cansequence of such case of force majeure except a force
majeure caused by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

(d) If the force majoure event occurs during the initial Exploration
period or any extension thereof and continues in effect for a
period of six (6} months CONTRACTOR shall have the option
upon ninety (90) days prior written notice to EGPC o terminate
its obligations hereunder withowt further liability of any Kind.,

ARTICLE XXIV
DISPUTES AND ARBITRATION

{a} Anv dispute, controversy or claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereaf, between
the GOVERNMENT and CONTRACTOR shall be veferred to
the jurisdiction of the appropriate A. R E. Courts and shail be
finally sertied by such Courts,

{b) Any dispute, controversy or claim arising out of or relating to this
Agreement, or breach, termination or invalidity thereol between
BEGPC and CONTRACTOR shall be settied by arbitration
accordance with the Arbitration Rules of the Cawre Regional Center
for International Commercial Arbitration ( the Center )} in effect on
the date of this Agreement. The award of the arbirrators shall be final

and binding on the parties.
(&) The number of arbitrators shall be three (3),
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(d) Each party shall appoint one arbitrator. If, within thirty (30} days
after receipt of the clatmant’s potification of the appointment of an
arbitrator the respondent has not notified the claimant i1 wriling of
the name of the arbitrator be appoints, the claimant may request the
Cenier to appolat the second arbitrator.

{e) The two arbitrators thus appointed shall choose the third arbitrator
who will gct as the presiding arbitrator of the tribupal. If within
thirty £30) days after the appointment of the second arbstrator, the
two arbitrators have not agreed upon the choice of the preswding
arbitrator, then either party may request the Secretury General of the
Permanent Court of Arbitration at the Hague to designate the
appointing authority. Such appointing authority shall appoint the
presiding arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of a nationality
other then the A.RE., or the Country of incorporation of each
CONTRACTOR Member and of a country which has diplomatic
relation with the A RE. and the country of incorporation of each
CONTRACTOR Member and who shall have no geonomnis interest
i the Pewroleum business of the signatones herefo.

() Unless othurwise agreed by the parties {o the arbytration, ihe
arbitration, including the making of the award, shall take place In
Cairo, ARE.

{z) The decision of a majority of the arbitrators shall be final and binding
upon the Parties and the arbitral award yendered shall be final and
conclusive. Judgment on the arbitral award rendered, may be entered
in any court having jurisdiction or application may be made in such
court for a judicial acceplance of the award and for entorcement, as
the case may be.
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(h) Egyptian Law shall apply to th~ dispute except that 1n the event of
any conflict between EHgyptian Laws and this Agreement the
provisions of this Agreement (incleding the arbitration provision)
shall prevail. The arbitration shall be conducted in the Enghish
Language

(i) EGPC and CONTRACTOR agree that i3, for whatever reason,
arbitration in accordance with the sbove procedure cannot take
place, or is likely to take place uvnder circurstances for
CONTRACTOR which could prejudice CONTRACTOR's nght to
fair a-bitration, all disputes, controversies or elaims arising out ot ov
relating 1o this Agreement or the breach, termination or imvaiidity
thereof shall be settled by ad hoc arbitration in accordance with e
UNCITRAL Rules i effect on the Effective Date.

ARTICLLE XXV
STATUS OF PARTIES

(a) The rights, dutics, obligations and linbitities in respect of EGPL and
CONTRACTOR hereunder shall be severai and not jomt ot
collective, it being undersiood that this Agreernent shail not be
censtrued as conshituting an osseeiation or corporation or
partrersip. |

(b) Bach CONTRACTOR Member shall be subject to the faws af the

place where i is incorporated regardiug is iepal status or creaton,
creanization, charter and by-laws, shiarcholding, and ownershup.
The shares of capital of sach CONTRACTOR Moember waich are
entirely held abroad shall not be negotiable in the AR.E and shall
not be offered far public subscription nor shall they be subject o the
stamp tax on capital shares nov any tax or duty in the AKE

CONTRACTOR shail be exempted from the application of Law No.
139 of 1981 as amemnded.

(¢) All CONTRACTOR Members shall be jointly and severally hable for
the performance of the obligations of CONTRACTOR under this

Agresment.
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ARTICLE XXVI]
LGCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be, and their

contractors shall :

(a) Give priority to local contractors and sub-contractors, including
BGPC's Affiliated Companies as long as their performance 15
comparable with international performatice and the prices of their
services are not higher than the prices of other contractors and
sub-contractors by more than ten percent {10%}).

{b) Give preference o locally manufactured material, cgquipment,
machinery and consumable so Jong as their quality and time of
delivery  are comparable 1o intemationally  available
material, equiprment, machinery and cotisumables. However, such
material, cquipment, machinery and consumables may be
impc;rte.d for operations conducted hereunder if the local price of
such items at CONTRACTOR's or Operating Company's operating
base in A. R. E, is more than ten percent (10%) higher than the
price of such imported items before customs duties, but after
transportation and insurance costs have been added.

ARTICLE XXVEH
ARABIC TEXT
The Arabic version of this Agrecment shall, before the courts of

ARE. be refared to in construing or interpreting this Agreement,

provided however, that iu any arbitration pursuami {0 Article XX1IV

hereabove between EGPC and CONITRACTOR the English and Arabic
versions shall both be referred to as having equal force in
construing or interpreling the Agreement.
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ARTICLE XXViil
GENERAL

The headings or titles to each of the Articles to this Agreement are
solely for the convenience of the parties hereto and shall not be used with
respect 1o the interpretation of said Articles.

ARTICLE XX1X
APPROVAL OF THE GOVERNMENT

This Agreement shall not be binding vpon any of the parties
hereto unless and vrtil a law 15 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 notwithstanding any
countervailing Governmental enactonent, and the Agreement is signed by
the GOVERNMENT, EGPC, and CONTRACTOR.

TULLOW EGYPT OPERATIONS LIMITED

? -
B o i b B e L L e e ek Bl T o e ke, i A W el I e, Ly B e e e T bk s o W ke L by o ekt i ey v vl o v B G, R A e -
+
-+
E o e e e e b e e e o Ty ke e H ket ey S R Py e e a1 kA b e = T8 L R e e sy S R ain ik g e S ——
! - T

CABRE EXPLORATION { CYPRUS) LIMITED

i +
B WYt e AP B et — — e s wkee G  wap ro al el iy el ok L Tt Wk i e e e R e Gt o s o ekl e S W bl Bl gt bt
r

EGYPTIAN GENERAL PETROLEUM CORPORATION
B Y oo S e s b
ARAB REPUBLIC OF EGYPT

Y +
B . re, bl e e L e e e e Ry LT L e Ly Py i,y e e, e e e B g A el e T T, S L v b e e W B WLl L ek ol e —

1 IE =
DA A o A A . A R L i e v ot i Ha e L ¢ P L g T 0 b ik L B i e . T 7 gy e oH e e . o e e e
d &



VAAY L dipr VY 3 Ll ) YE paall = e 34T 0N

i L W Y ! byl

(1) ganbbi
,;!j.il! Eﬁl.ﬁi
AR g gl e kel
e
i Y11 pad &l RS

3

Ja sl Baladt &l | Al
3

S g 33} smbinigre] b
TULLOW BGYPT OPERATIONS LIMTTED

7
o o off ol jpkaS] + duS . I
L. K. EXPLORATION N. V

$
Sl {08 pius ol J3hasail] a5
CABRE EXPLORATION (CYPRUS ) LIMITED
et
AT Lﬂijﬂi Jl.q..-diﬂ:-a
P ¢
T llang 190 wiea §
Akl g YO o oot 1Y ey el Ry Ryl g 3 gy
. Lii.i.;"fi nid et g wuﬂ}
(st {'f‘.fxlﬁ } &fﬂﬂ”ﬁﬂﬂj t..ﬁmufi.ﬁ U‘Hﬁ Lahactt i.#*{.m.nti-d

ke e JolSIY Sty oy p 53 (VA ke Bl o o 2 o] O oor 00K
7 WIS - E T 4 LT B R 85 L’L*ﬁmw#ihﬁ {’f'} mﬁiﬂm

et ot} o] 3 s, il St ool a2l b k! ;}i“ SR g
el ook ] 2 R85 wmy Ao {ndT a8y Bl ke e B gli> (g e
aasm A RS LaE Hally SUSU Lty et




A8 ﬁﬂﬂ?i;u”wjﬁ\'ruj{@lé']Ti:.u.’ll—l,m_,ll‘i..h_,g‘li

..... el

s R LRty o il

ANNEX "A7
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

TULLOW EGYPT OPERATIONS LIMITED
AND
L. K, EXPLORATION NV,
AND
CABRE EXPLORATION (CYPRUS) LIMITED
N
NORTH ABU RUDEIS AREA

SINAL
ARE.
BOUNDARY DESCRIPTION OF THE CONCESSION AREA

ANNEX "B" is a provisional illustrative map at an approximate scale of
1:250,000 showing the Area covered and affected by this Agreement,

- The Area measure approXimately two hundred and hilty sguare
kilometers (Eii}kmz}. It is composed of all or part of cighteen {18}
Expioration Blocks, the whole Blocks, are dgﬁnf:d on a three (3}
minutes Latitude by three (3) minutes iongitade gnd.

- 1t is to be noted that the delineation lines of the individoal Exploration
Riocks in Anmex “B® are intended 1o be only illusirative and
provisional and may not show accurately their true position in relation
to existing monuments and geographical features.
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Coordinates of the corner points of the Area are given in the following
table which forms an integral part of Annex "A".

tongitued 33° Q3° (0"

BOUNDARY COORDINATES OF
NORTH ABU RUDEIS
AREA
— . : i
| POINT!  LATITUDE | LONGITUDE BUE TO
No. |  NORTH __EAST L
1 20° 09 (0" 334° 03" 00" | Southeast to Pipat 2
2 128 37 00" | 33" 18 00" |Seuth to Point 3
3 128° SI' 00" | 33 18 00" | West 1o Poimt 4
4 iz&" 5V 01,207 337 1N 24,2i“’ﬁnﬂh€aﬁi 1 Point 5
5 §28° §51° 22.08" 33° 15" 39.84"{ North west to Point 6 |
6 128 53 12.94"f 33° 12' 33.70" North west 1o Point 7
7 |28° s4 22" | 33° 10" 54" | Along high tide ling of
Eastern coast of Gulf
of Suvez to Point ¥
8 § Intersection of North to Point
| high tide Hine of _
Fastern Coast of ?
Gulf of Suez with




ML



114 VAAY Lo g\ Y (b ) Yol = dmmns ) by ol

ANNEX Y3
r e B sk ey

fove

h
Ty

_l

;. ANNEX “B"
} PETROLEUM CONCESSION AGREEMENT
SETWEEN
ARAD REFPUDLIC OF EGYPT
AND J
ECYETIAR GENERAL PETROLEUM £ 13 L bodl s s T inad
CORFORATION oyl \ £ gundd Lopg
wn Yn LI . e
N EOW FOYPT OPERATIONS LIMITED Fhmgd Jicdee *‘f:i R
AND .
LK EXPLOBATIGN NV ? b - 08 oeba gttt X B
AND ) 4
CARRE EXPLORATION (CYPRUS) LIMITED akonid { s po p parapon Y G pplasntd pals
m | v
NOR'TIARY EUDREIS AREA - NVPE IR Y LI 51 W I
STIAL | KL

rRe Lotite



VARY G B VY 8 () YL sdall = Kaw Mo b AV

n:é‘:éﬁ-lﬂ
oo il

s gt paldht

P ol sledsd olbb

J el daladt dnnglt

Ty k! Rl b | it ity Vir o Aty SERPERE
e R e b B
SN g UL PSS R RO ETVRE IO I R [ VT JO ¢ SR }

( syt ¥ opibtssbrenST S8 3 - o oty T - a8y dzad iy ]
Shhas Nisids | ol opilalsalt deiin { o JAl » 5 b FUCINS | ST TP
cANH C g o s (Y o ) cndn BN e s Y s LD ot
Rt JE BT s Conodd 308 e g VE Solgin (1) W VS A5G Y Taaald
Rikadt dadd A e Rnd iU w by e gl ol ) Lﬁ;ullrf;_ﬂwmwm
iy O by 23 png S3pdanl] LoSUGYH s e () (1) Dol 8 Qi pucrsd]
.......... ot Al agdls o oop e or G et G S Y Al e
I8 ks ger orUad Lin gt pptlaidl] Bl sinny il i ol p sl
SV e N (Y <o ) dngthen O] s GLET 3 nd SYd K
LN R NPIS VI i L PEIPIIES P R R ISR 1 I W (YRR AR
LS ST | S T PCURUE I EES N MRS Y LS e A R
-l gt Cile pr e
b i st atalal « Wil i o il gl iz gl ol Bl e UG i,
2id e dab 2ol il GG el e 800 Y 3L LU LS Al
RIS UFFPRPRNTRPE N URWICN S SO U O FH RIS
it Gl JAl Sl Bl pa i8S B ptudd ade 2o o Jls o)

iyt




VY \q‘ﬂ'fLa;_HﬁﬁfLH[EU) Tf':u.uﬂml:...u_r”;.h__/q:jl

L Rt

ANNEX Hcﬂ
LETTER OF GUARANTY

Letter of Guaranty No. --- Cairg, EGYPTIAN GENERAL
PETROLEUM CORPORATION,

Genticmen,

The undersigned, a3 Guaragnor, hereby guarantecs fo the
EGYPTIAN GENERAL PETROLEUM CORPORATION (hereinafter
referred to 2s "EGPC"Y to the limit of three millien (3,000,000) U.S.
Doliars, the performnance Yy Tuliow Egypt Operations Limiied, LK.
Exploration N.V. and Cabre Exploration (Cyprus) Limited (heremafter
referted to as "CONTRACTOR'™ of thewr obligations regaired for
Exploration Operations to spend a minimum of three miilwon (3,000,000}
U.S.Dollars during the inttial three (3) years of the Exploration period
under Article IV of that certarn Concession Agreement (hereimnalter
referred to as the "Agreemeni™) covering that Area described in Annexes
"A' and “BY of said Agreement, by and between the Aral Republic of
Egypt (hercinafter yeferred to as ("A.R.E."), EGPC and CONTRACTOR,
dawsd -—-. |

It is understood that this Guaranty and the liabifity of the Guarantor
nercunder shall be reduced guarterly, during the period of expenditure of
saif three million (3,000,000 U.S. Dollars by the amount of money
expended by CONTRACOTR for such Exploration Operations during
gach such quarter. Each such reduction shall be established by the joint
written statement of CONTRACTOR and EGPC,

In the event of 3 claim by EGPC of nop-performance or surrender of
the Agreement on the part of CONTRACTOR prior to fulfillment of said
mirimum expenditure obligations under Article IV of the Agreement,
there shall be no liability on the undersigned Guaranior for payment to
EGPC unless and untii such liahility has been established by written
statoinent of BGPC setting forth the amount due under the Agreement,
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It is a further condition of this Letter of Guaranty that ;

(1} This Letter of Guaranty will become available only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and EGPC that the Agreement between CONTRACTOR, A.R.E. and
EGPC has become effective according to its terms, and said
Guaranty shall become effective on the Effective Date of said
Agreement.

{2} This Letter of Guaranty shall in any event automatically expoe:

{(a} Three (3) years and six {6) months after the date it becomes
effective, or

(b} At such time as the total of the amounts shown en guarterly joint
statements of BGPC and CONTRACTOR equals or exceeds the
amount of said minimum expenditure obligation, whichever is
eartier,

(3) Consequently, any claim, in respect thereof should be made to the
Guarantor prior 0 either of said expiration dates at the latest
accompanied by BEGPC's written statement, setting forth the amount
of under-expenditure by CONTRACTOR 1o the effect that :

(3) CONTRACTOR has failed to perform its expenditure obligations
referred 10 in this Guaranty, and

(b) CONTRACTOR has failed to pay the expenditure deficiency to
EGPC.

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

Yours Faithfuily,

+
ACCOUNTANT | st sasssnnrrrinses
MANAGER :
A gartsagpakidd b FdY L rAa R bl A AT AT IR
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ANNEX *D7
CHARTER OF OPERATING COMPANY
ARTICLE]

A joint stock company having the nationality of the ARAB
REPUBLIC QOF EGYPT shail be formed with the authorization of the
GOVERNMENT in accordance with the provisions of this Agreement
referred to below and of this Charter,

The Company shall be subiect to all laws and regulations in force in
the A, R. E. 10 the extent thai such laws and regulations are not
inconsistent with the provisions of this Charter and the Agreement
referred to balow,

ARTICLE I

The name of the Operating Company shall be mutnally agreed upon
between BGPC and CONTRACTOR on the date of the Commercial
Discovery and shall be subject to the approval of the Minister of
Petroletin,

ARTICLE I

The Head Office of Qperating Company shall be in the A, R, E. in
Caro,

ARTICLE IV

The object of Operating Company is to act as the agency through
which EGPC and CONTRACTOR, carry out and conduct the
Development Operations required in accordance with the provisions of
the Agreement signed on the - day of ---— by and between the
ARAB REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL
PETROLEUM CORPORATION and CONTRACTOR  covering
Petroleum operations in the North Abu Rudeis Area described therem.
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Operating  Company shall be the agency to cary out and conduct
Exploration operations after the date of Commercial Discovery in any
portion of the Arca converted into a Development Lease pursuant to
Work Programs and Budgets approved in accordance with the

Agreement,

Operating Company shall  keep sccount of all costs, expenses and
expenditures for such operations under the terms of the Agreement and
Annex "E" thereto,

Operating Company shall not engage in any business or undertake any
activity beyonrd the performance of said operations uniess otherwise
agreed upon by BGPC and CONTRACTOR.

ARTIKLE Y

The authorized capital of Operating Company is {wenty thousand
Egyptian Pounds divided into five thousand shares of common stock with
a value of four Egyptian Pounds per share having equal voung rights,
fully paid and non-assessable,

BGPC and CONTRACTOR shall each pay for, hold and own, throughout
the life of Operating Company, one half (1/2} of the capital stock of
Operating Company provided that oniy in the event that either party
should transfer or assign the whole or any percentage of its ownership
interest in the entirety of the Agreement, may such transferring or
assigning party transfer or assign any of the capitai stock of Operating
Company and, in that event, any such transferring or assigrung party {and
its successors and assignees) must transfer and assign a stock interest in
Operating Company equal to the transferred or assigned whole or

perconiage of its ownership interest in the entirety of the said Agreement.
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ARTICLE VI

Operating Company shall not own any right, tiile, inferest or estate in
or under the Agreement or any Development Lease crealed thereunder or
i any of the Petroleum produced from any Exploration Block or
Development Lease thercunder or in any of the assels, egquipment o
other praperty obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance of any of the
duties or obligaitons of cither BGPC or CONTRACTOR under the
Agreement. Operating Company shall not make any profit from any

source whatsoewver,
ARTICLE VI

Operating Company shall be no more than an agent for BGPC and
CONTRACTOR, Whenever it is indicated herein that Operating
Company shall decide, take action or make a proposal and the like, it is
understood that such decision, or judgment is the result of the decision or
judgment of BEGPC | CONTRAUTOR or EGPC and CONTRACTOR, as
may be required by the Agreemoent,

ARTIULE Vili

Operating Company shall have 3 Board of Directors consisting of
cight {8} mombers, four {(4) of whom shall be designated by EGPC and
the ather four (4) by CONTRACTOR. The Chairman shall be designated
by BEGPC and shall also te 2 Managing Director. CONTRACTOR shall
designate the General Manager who shall also be a Managing Director.
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ARTICLE 1X

Meetings of the Board of Directors shall be valid if a majority of the
Directors are present and any decision taken at such meetings must have
the affirmative vote of five (5) or more of the Directors; provided,
however, that any Director may be represented and vote by proxy held by
another Dirgctor.

ARTICLE X

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

Sharcholders owning or representing a majority of the capital stock.
ARTICLE Xi

The Board of Directors shall approve the regulations covering the
terms and conditions of employment of the personnel of Operating
Company employed directly by Operating Company and not assigned
thereto by CONTRACTOR and EGPC.

The Board shall, in due course, draw up the By-Laws of Operating
Company, and such By-Laws shall be effective upon being approved by
a General Meeting of the Sharcholders, in accordance with the provisions

of Articie X hareof,
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ARTICLE Xl

Operating Company shall come inta existence within thirty (30) days
after the date of Commercial Qil Discovery or within thirty (30) days
afier signature of a (Gas Sales Agreement or corumencement of a scheme
to dispose of Gas, as provided for in the Agreement (unless otherwise

agreed by EGPC and CONTRACTOR).

The duration of QOperating Company shall be for a period equal to

the duration of the said Agreement, including any renewal thereof.

The Operating Company shall be wound up if the Agreement

referred to above is terminated for any reason as provided for therein,

TULLOW EGYPT OPERATIONS LIMITED

CABRE EXPLORATION {CYPRUS) LIMITED

By : wh oy LR L. T L] o - ] nly il

EGYPTIAN GENERAL PETROLEUM CORPORATION

EF : FEET T T T P T R 3 o ) L Py e L L n -
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ANNEX “E°
ACCOUNTING PROCEDURE
ARTICLE ]
GENERAL PROVISIONS

(a) Definitions :

The definitions contained in Anicle I of the Agreement shall apply to
this Accounting Procedure and have the same meanings.

{h} Statements of activity :

{1} CONTRACTOR shail, pursvant ta Article IV of this Agreement
render to EGPC within thisty (30) days of the end of each
calendar quarter a Statement of Exploration activity reflecting all
charges and credits related to the Expioralion operastions
Conducted in any portion of the Area not converted into a
Development Lease for that quader summarized by appropriate
clagsifications indicative of the natare thereol,

(2) Following its coming inio cxistence, Operating Company shall
render to BGPC and CONTRACTOR within fifteen (15} days of
the end of each calendar gquarter 8 Statement of Development and
Exploration Activity reflecting all charges and credits related to
the Development and Exploration operations conducted m any
portiott of the Area eonverted into a Development Lease for that
quarter summarized by appropriate classifications indicative of
the nature thereof, except that items of controllable material and
unusual charges and credits shall be detailed.
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{c} Adjustments and Audits !

(1) Each guarterly Statement of Exploration Activity pursuant to
Article I b} (1) of this Asnex E, shall conclusively be
presumed to be true and correct after three (3) months following
the receipt of each Statement by EGPC unless within the said
three {3) months EGPC takes written exception thereto pursuant
to Article IV {f) of the Agreement. During the said three (3)
maonth period supporting documents will be available for
inspection by EGPC during all working hours. CONTRACTOR
will have the szame audit rights on Operating Company
Statements as EGPC under this sub-paragraph.

{2} All Statements of Development and Exploration activity for any
calendar quarter pursuant to Article I (b} (2) of this Annex E,,
shall conclusively be presumed to be true and comrect three (3)

months following the receipt of such statement, uniess within
the said three (3) months period EGPC or CONTRACTOR takes
written exception thersto. Pending expiration of said three (3)
months BGPC or CONTRACTOR or both of them shall have
the right to audit Qperating Company accounts, records and
supporting docurnents for such guarter in the same manner as
orovided in Article IV (f) of the Agreement.

(d) Cuarrency Exchange:

CONTRACTOR s books for Exploration and Operating Company's
books for Development and Exploration, if any, shall be kept in the
ARE. in LS, Dellars. All U.S. Dollar expenditures shall be
charged in the amount expended. All Egyptian Pounds expenditurss
shall be converted to 1.8, Dollars at the applicable rate of exchange
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jssued by the Central Baok of Egypt on the first day of the month in
which expenditures are recorded, and all other non-1J.S. Dollar
expenditures shall be transiated to U.S. Dellars at the buyiag rate of
exchange for such currency as quoted by Mational Westminster Bank
Limited, London at 1030 a.m, G.M.T., on the first day of the month
in which expenditures are recorded. A record shall be kept of the
exchange rates used in transiating Egyptian Pounds or other
non-ULS, Doltar expenditores to ULS, Dollars.

{e) Precedence of Docurments:

In the event of any incansistency or vonflict between the provisions
of this Accounting Procedure and the provisions of the Agrecment
treating the same subject differently, then the provisions of the

Agreement shall prevail,
() Revision of Accounting Procedure:

By mutnal agreement between EGPC and CONTRACTOR, this
Accounting Procedure may be revised in writing from time o time i

the light of future arrangements.
{g) No Charge for Interest on Investment:

Interest on investment or any bank fees, charges or commissions
ralated to any bank guarantees shall mot 8t any time be charged as

recoverable costs gnder the Agreement.
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ARTICLE I!
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall

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

{a) Surface Righis :

All direct cost aftribuiable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained m force for

the Area.

(b} Labor and Related Costs :

{1} Salaries and Wages of CONTRACTOR’'s or QOperating

Company’s employees, as the case may be, directly engaged
the various activities under the Agreement including salaries and
wages paid fo geologists and other employees who are
temporanly assigned to and employed in such activilies. Such
salaries and wages to be certified by a certified public
accounting firm.

Reasonable revisions of such salaries and wages shall be
effected to take into account changes in CONTRACTOR's
policies and amendments of Laws applicable to salaries, For the
purpose of this Article II (b) and Article 1 (¢}, salaries and
wages shall mean the assessable amounts for A.R.E. Income
Taxes, including the salaries during vacations and sick leaves,
but excluding ail the amounts of the other items covered by the
percentage fixed under (2) below.
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(2) For expatriate employees permanently assigned to Egypt:
1. All aliowances applicable to salanes and wages,
22, Cost of established plans; and

3. All travel and relocation costs of such expatriate employees
and their families to and from the employee’s country or
point of otigin at the time of employment, at the time of
separation, or as a result of ransfer from one localion o
another and for vacation (transportation costs for empioyees
and their families transferring from the A.R.E. to another
locetion other than their country of origin shall not be

charged 10 A.R.E. Qperations).

Costs under this Article 1T (b) (2) shall be deemedt to be equal
to seventy five percent {75%) of basic salaries and wages
paid for such expatriate personnel inclhuding those paid
during vacations wod sick leaves as established in
CONTRACTOR's international policies, chargeable under
Article II (b) (1), Articke I (), Articlke B (k) (1) and Article
(k) (3) of this Annex.

However, salaries and wages during vacations, sick leaves
and disability are covered by the foregoing percentage. The
percentage outlined above shall be deemed to reflect
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CONTRACTOR s actual costs as of the Effective Date with
regard to the following benefits, allowances and costs:-

1. Housing and Utilities Allowance.

2. Commodities and Services Allowance.

3. Special Rental Allowance.

4. Vacation Transportation Allowance.

5. Vacation Travel Expense Allowance.

6. Vacation Excess Baggage Allowance.

7. Education Allowances (Children of Expatriate Employees).

8. Hypothetical U.S. Tax Offset (which results 1 a reduction of the
chargeable percentage).

9. Storage of Personal Effects.

10. Housing Refurbishment Expense.
11. Property Management Service Fees.
12. Recreation Allowance.

13. Retirernent Plan.

14. Group Life Insurance.

15. Group Medical Insurance.

16. Sickness and Disability.

i7. Vacation Plans Paid (excluding Allowable Vacation Travel

Expenses).
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18. Savings Plan.

19, Educational Assistance.

20. Military Service Allowance.
2. F1LCA.

22. Workman’s Compensation.

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

25. National Insurance.

26. Any other Costs, Allowances and Benefits of a like nature as
established in CONTRACTOR’s Intemational Policies.

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

used under this paragraph.

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

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

(3) For expatriate employees temporarily assigned to Egypt all
allowances, costs of established plans and all travel relocation
costs for such expatriates as paid in accordance with
CONTRACTOR's international policies. Such costs shall not
include any administrative overhead other than what 1s
mentioned in Article 1I (k) (2) of this Annex .
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{4) Costs of expenditure or coniributions made pursuant to law or
assessment imposed by Governmental authority which are
applicable to labor cost of salaries and wages as provided under
Articie I (b)Y (§), Ardicle 1] {bY(T), Article H {3), Articie H {K) {])
and Article II (k) (3) of this Annex .

(¢) Benefits, allowances and retated costs of national employees bonuses,
overtime, customary allowances and benefits on a basis similar to
that prevailing for oil companies operating in the A RE., all as
chargeabie under Article 11 (b} {1}, Article 1 (3}, Article H () {1} and
Article II (k) (3) of this Annex. Severance pay will be charged at a
fixed rate applied to payrolls which will equal an amount equivaient
m~ the maximum liability for severance payment as requived under

the A.R.E, Labor Law.

{d} Material

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

(1) Purchases:

Material, equipment and supplies purchased shall be at the price paid
by CONTRACTOR ar Operating Company plus any related cost and

after deduction of all discounts actually received.
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(2) Material Furnished by CONTRACTOR:

Material required for operations shall be purchased directly
whenever practicable, except that CONTRACTOR may furnish such
material from CONTRACTOR’s or CONTRACTOR’s Affiliated

Companies stocks outside the A.R.E. under the following conditions:
1. New Material (Condition "A")

New  Material transferred from CONTRACTOR's or
CONTRACTOR's Affiliated Companies warchouse or other
properties shall be priced at cost, provided that the cost of
material supplicd is not higher than international prices for
material of similar quality supplied on similar terms, prevailing
at the time such material was supplied.

2. Used Material { Conditions "B" aad "C")

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

b) Material which cannot be classified as Condition "B" but
which is serviceable for original function but substantially
not suitable for reconditioning, shall be c¢lassed as Condttion
"C" and priced at fifty percent (30%) of the price of new
material,

¢) Material which cannot be classified as Condition "B" or
Condition "C" shall be priced at a value commensurate with
1ts use.

d) Tanks, buildings and other equipment invelving erection
costs shall be charged at applicable percentage of knocked -
down new price.
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{3} Warranty of Material Furnished by CONTRACTOR:

CONTRACTOR does not wartant the material furnished beyond or
hack of the dealer’s or manufacturer’s guaranty; and in casg of defective
material, credit shal not be recorded untii adjustment has been received
by CONTRACTOR from manufacturers or their agents.

(¢) Transportation and Employee Relocation Costs :

{1} Transportation of equipment, matenials and supplies pecessary
for the conduct of CONTRAUTOR's or Operaling Company’s

activities.

(2) Business travel, and transportation expenses to the extent covered
by established policies of CONTRACTOR or with regard to
expatriate and national employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR s or

Operating Company’s business.

(3) Employees transportation and relocation costs for national

employees to the extent covered by established policies.

{f) Services :

(1} Outside services. The costs of contracts for consultants, services

and utilitics procured from third parties.

{(2) Cost of secvices performed by BEGPC or by CONTRACTOR, or
their Affiliated Companies in faciliies mside or outside the
AR E. Reguolar, recurming, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be performed and
charged by BEGPC and/or CONTRACTOR or their Affiliated



St 51 gl ol DR Tl o s dbe Gz S 03LT e el
s T’ 3 et e b W3 Y g S e 5, 00 ) L
c ke GG g A
o) Kot 8,80 51 WL dangd JalSU A8 phdt bl Jlimza] (¥
Bty aheiidsy Lo QE 2SS b el B gl 325 ol e Jas?
BPRRNE PV B TIPS T W FIRCT e Rt IR O
IS SRS I S IS JLAK g1 TN ICW ¢ PRI e | JCE BRI RS 8
] 3 35l o L ettty 2sbol S 5 dals Z)ls ool yuos
AY) () Latal
: Shuaally 313! ()
s I ORE SRR | PS W Ty B EICA VI L R
RSP D! S RO JPON SOV 0% PPN [EN N N I P PR
ey - U han i g oo e G sk ilobaally 2l 2,200 1 Gl
s LS Uil Jylally il Jow o o crlbaadly Lustid) 387,880 41 J 0l
SRR TG+ [ I PSS PAPETEE JEVT-R DUER U JEOSPCRES | B WO & I SR ¢
Saiy gl B lhy Gslon J5 oo Lo oW Sl LY T OE Y00 g Y
C sl ge Ly i tdaadl 20t 38,801 5 Sy ke of day oS
: a1 ged G ()
PURE R ILY < EON 3 U PR JICS, | 0P SEJC T NI R B U
b s 5T GUEY bl LU 45,200 il Lyt s nall
w0ty el L ol Lo Aagin s 5F il anibse S e



Companies at an agreed contracted price. Major projects
mmvolving engineering and design services shail be performed by
EGPC and/or CONTRACTOR or their Affiliated Companies at
a negotiated contract amount,

(3) Use of EGPC’s, CONTRACTOR s or their Affiliated Companies’
wholly owned equipment shall be charged at a rental rate
commensurate with the cost of owrtership and operation, but not
in excess of competitive rates carrently prevailing in the A RE.

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

than what is mentioned in Article I (k) (2).
(g) Damages and Losses :

All costs o7 expenses, necessary io replace or repair damages or
losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by CONTRACTOR or Operating Company
through the exercise of reasonable diligence. CONTRACTOR or
Operating Company shall fumish EGPC and CONTRACTOR
written notice of damages or losses incurred in excess of ten
thousand (510,000) U.S. Dollars per occurrence, as soon as
practicable after report of the same has been received by

CONTRACTOR or Operating Company.
(h) Insurance and Claims @

The cost of any public hiability, property damage and other insurance
against Iiabilities of CONTRACTOR, Qperating Company and/or
the parties or any of them 1o their employees andfor outsiders as may
be reguired by the laws, rules and regulations of the
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GOVERNMENT or as the parties may agree upon. The proceeds of

any such insurance or claim collected, less the actual cost of making

a claim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good international oii field practices, all related actual expenditures
incurted and paid by CONTRACTOR or Operating Company in
settlement of any and all losses, claims, damages, judgements and

any other expenses, including legal services.
(i) Indirect Expenses :

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

indirectly serving the Area.
(j) Legal Expenses :

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attorney’'s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of them on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending agamst any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event

actions or claims affecting the interests hereunder shall be handled
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GOVERNMENT or as the parties may agree upon. The proceeds of

any such insurance or claim collected, less the actual cost of making

a claim, shall be credited against operations.

If no insurance is carried for a particular risk, in accordance with
good intemational oil field practices, all related actual expenditures
incurred and paid by CONTRACTOR or Operating Company in
settlement of any and all losses, claims, damages, judgements and

any other expenses, including legal services.

(i) Indirect Expenses :

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

indirectly serving the Area.

(j) Legal Expenses :

All costs and expenses of litigation, or legal services otherwise
necessary or expedient for the protection of the Area, including
attormey’s fees and expenses as hereinafter provided, together with
all judgments obtained against the parties or any of thermn on account
of the operations under the Agreement, and actual expenses incurred
by any party or parties hereto in securing evidence for the purpose of
defending against any action or claim prosecuted or urged against
the operations or the subject matter of the Agreement. In the event

actions or claims affecting the interests hereunder shall be handled
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by the legal staff of one or more of the parties hereto, a charge

commensurate with cost of providing and furmishing such services

may be made to operations.
(k) Administrative Overhead and General Expenses :

(1) While CONTRACTOR is conducting Exploration operations, the
cost of staffing and maintaining CONTRACTOR’s head office
in the A.R.E. and/or other offices established iﬁ thc_A-.R;.E.. as
appropriate, other than field offices which véilll be charged as
provided in Article 1I (i), and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and directly
serving on the Area, which will be charged as provided in

Article Il (b} of this Annex.

(2) CONTRACTOR'’s administrative overhead outside the A.R.E.
applicable to Exploration operations in the A.R.E. shall be
charged each mon:a at the rate of five percent (5%) of total Ex-
ploration expenditures, provided that no administrative overhead
of CONTRACTOR outside the A.R.E. applicable to A.R.E. Ex-
ploration operations will be charged for Exploration operations
conducted by Operating Company. No other direct charges as
such for CONTRACTOR’s administrative overhead outside the
A R.E. will be applied against the Exploration obligation.
Examples of the type of costs CONTRACTOR is incurring
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and charging hersunder dee to activities under this Agreement
and covered by said percentage are

I. Executive - Time of executive officers.
Z. Treasury - Financial and exchange problems.
3. Purchasing - Procuring materials, equipment and supplies.

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

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

The foregoing docs not preciude charging for direct service undey
Article IT {f) (2) of this Annex.

{3} While Operating Company is conducting operations, Operating
Company's personne] engaged in general clerical and office
work, supervisors and officers whose time is generally spent in
the main office and not the field, and all employees generally
considered as general and administrative and not charged 1o
other types of expense will be charged to operations. Such
expenses shall be allocatedd each month between Exploration and
Development operations according to sound and practicable
accounting methods.

(I) Taxes :

All {axes, duties or levies paid in the A RE by CONTRACTOR
or Operating Company with respect to this Agreement other
than those covered by Article I (g) (1) of the Agreement.



VARY L Ty VY (el ) VL sl - L Sl 2 1Y

]

: B pahannd | J5UAL! b\l ()
oy . ¢+ o« oo Cheniny Y Qom0 U Rt G iSS
SAETPREII JE VR TE Vb PRSP IR BUE (e g4 NP S JE PRV SOV 7S

TIPS I PP 0 L P I S U U

11§ )3 cubii (g}
TP TR JRLOL PR RTIPCICE P SR JCTFPVR B L CF R
v 3 bl LS IS0 5f JGLH Lt 5 (8 « L0 35U o 3
 Shazal) iyt Sty Jasdt pat

{ A& Bl )
3 Jueitd{

PR)geag 6 JUad dig G jgalt gt -
w Lo e bin Dol p2d e Soldaally SN A8 8T) 4 ag leﬂﬂw_:ﬁﬁ
T palil g ¥y STl maer 3 St ¢ Jalalls Toagl (ade AT e e
Ltgegd] oo S Uiy kel S]]y 5y« LY il
oo BV e Ly (7)) 000 sim o Jod 5,4 3 gk o 1S L,
PURACIS IR U X AP W Ay alodll ate Jylalls Lt J2F | Ry
PP W U O Y [P VP YN R W RPN Y 0 W IR PO
G VB TS e anty BT 0da B ¢ ildedls LR RS, A0
e S o IO I L e s e ety



YAy VARY L iy} ¥ 5 i ) Yeoaall = da )l 50l

(m) Continuing CONTRACTOR Costs :

Costs of CONTRACTOR activities reguired under the Agreement
and incurred exclusively in the A.R.E. after Operating Company is
formed. No sales expenses incurred outside or inside the A.R.E. may

be recovered as a cost.

(n) Other Expenditures :

Any costs, expenses or expenditures, other than those which are
covered and dealt with by the foregoing provistons of this Article 11,
incurred by CONTRACTOR or Operating Company under approved
Work Programs and Budgets.

ARTICLE III
INVENTORIES
(a) Periodic Inventories, Notice and Representation:

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating Company
of the operations materials, which shall include all such material,
physical assets and construction projects. Written notice of intention
to take inventory shall be given by Operating Company to EGPC and
CONTRACTOR at least thirty (30) days before any inventory is to
begin so that EGPC and CONTRACTOR may be represented when
any inventory is taken. Failure of EGPC and/or CONTRACTOR 1o
be represented at an inventory shall bind them to accept the
inventory taken by Operating Company, who shail in that event

furnish the party not represented with a copy thereof,
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(b} Reconciliation and Adjustment of Inventories :

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

ARTICLELY
COST RECOVERY
{a} Statements of Recovery of Costs and of Cost Recovery Pefroleum:

CONTRACTOR shall, pursuant to Article VII of the Agreement,
render to EGPC as promptly as practicable but not later than fifteen
(15) days after receipt from Operating Company of the Statements
for Development and Exploration Activity for the calendar quarter a
Statement for that guarter showing :

I. Recoverable costs carried forward from the previous quarter, if any.
2. Recoverable costs incurred and paid dunng the quarter.
3. Total recoverable costs for the guarter (1) + {2)

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

5. Amount of casts recovered for the guarter.

&. Amount of recoverable costs carried into the sucoeeding quarter, if
any.

7. Escess, if any, of the value of Cost Recovery Peirplenm taken
and separately disposed of by CONTRAUTOR over cosis
recoversd for the guarter.



VARY G gy VY 3 (al ) YE sl = G IR b T

- ey n i . by bbbl i

s b ot}

AT iy AT G 08 Tl ontans fon 3pm5 ST L12K1 bl T3]
it 13y .yl GRS pads aie 2 w81 Samatb LY O iy e
FSTU 0 U S ESNRPY W ELUE D LW 3 6 [ SR I TR T {
ot it el by (7Y, 03 U 3 ey 31 s 3aibd LR iy Toie
A Y pde 5t AT B Wl gl {pedd) (A Fpy A s iz pad (oA LR
B Cl TP R0 U [ P PP JPX ¢ [P FREL DICE YV B | P K [ TP TR )
N RS0y, £ 5 JOEE R R MY
bl 2 phaad el (J ol (G g - 2

LS alx 2y il dy s Al e Wlingas J0l ol b gl
S 381 Racdl ) IS 3LV i por (1) (1) Tt B s Uiy Lt
FEURPEY { B PO LE: U FUOPRSS TP T PO % P TNV U PR P FACC)
- RS sl ae aabdl s 2t i e a5 skt
| : dmat ! @ {3

ron kb g LRl hng Lot (YY) uden 83,03 4 b B2l 05
ERIETCERT € EN-SVCIPR UG I S SO0 S E I K I E R PO JR T . <
RERINESEACCHNE FSUPS LRI U+ S P A {FR-SEWI PEL I
ChsSa s A e e o Lo Al Al bagst otasaatls



YyvY VARY Lu 25V Y (b L ) Y saadl = de a2

(b) Payments :

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

payment shall not be recoverable.
(c) Settlement of Excess Cost Recovery Petroleam :

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

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

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

be available to EGPC during said twelve (12) month period.
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ARTICLE Y
CONTROL AND MAJOR ACCOUNTS
(a) Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration Obligation Control
Account and an offsetting contra account to control therein the total
amount of Exploration expenditures reported on Statements of
activity prepared per Article I (b) (1) of this Annex, less any
reductions agreed to by EGPC and CONTRACTOR following
written exceptions taken by 2 non-operator pursuant to Article 1 (c)
(1) of this Annex, in order to determine when minimum Exploration

obligations have been met.
(b) Cast Recovery Control Account ;

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

{¢) Major Accounts :

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

- Explorationn Expenditures;

- Development Expenditures other than Operating Expenses;
- Operating Expenses ;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the
extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Petroleum.
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ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian
income Tax Laws except as otherwise provided in the Agreement,
that any A.R.E. income taxes paid by EGPC on CONTRACTOR’s
behalf constitute additional income to CONTRACTOR, and this

additional income i5 also subject to AR.E. income tax, that 1s

ﬁgmﬂﬁﬁd Hpﬂi

CONTRACTOR s annual income, as detertnitied in Article I (g)
(2) of this Agreement, less the amount equal to CONTRACTOR’s
grossed-up Bgyplian income fax liability, shall be CONTRACTOR s

"Provisional Incomea".

‘The “Grossed-up Value" is an amount added to Provisional Incoine
to give "Taxable Income®, such that the Grossed-up Value is

equivalent to the A.R.E. income taxes.

THEREFQREK :

Taxable Income ~ Provisional Income plus Grossed-up Value
and

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

If the "A.RE. Income Tax rate", which means the effective or
composite tax rate due to the vanous A R.E. taxes levied on income

or profits, 3 constant and not dependent on the level of meome, then:
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Grossed-up Value = A R.E. income tax rate TIMES Taxable
Income.

Combining the {irst and last equations sbove,

Provisional Imcome x Tax Raie

{irossed-up Value =
1 - Tax Rate

where the tax rate is expressed as a decimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisional Income is 3 10 and the
AR.E. Income Tax rate is forty percent (80%:), then the Grossed-up
Yaiuc is equal o

$iix G4
- s we . 6,67
1 - 0.4

Therefore

Provisional Income $ 10.00
Plus Grossed - up Value &.67
Taxable Income $ 1a.67
Less : A.R.E. Income Taxes at 40% 6.67

CONTRACTOR s Income after taxes $ 10.00
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