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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
. THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
IEOC CO. INC.
AND
RRITISH GAS EXPLORATION AND PRODUCTION
LIMITED
IN
WEST ABU GHARADIG AREA
WESTERN DESERT
ﬁ A.R. E.

This Agreement made and entered on this ....cooivmiienrinnnnn day of
== "= " 19 by and between the ARAB REPUBLIC OF EGYFT

iiiiiiiiiiiiiii

(hereinaftér referred to variously as the "A.R.E." or as the
"GOVERNMENT" ) the EGYPTIAN GENERAL PETROLEUM
CORPORATION, a legal entity created by Law No. 167 of 1958 as
amended ( hereinafter referred to as " EGPC " ) and IEOC CO. INC,,
company organized and existing under the laws of Panama ( hercinafter
referred to as "IEOC"); and BRITISH GAS EXPLORATION AND

PRODUCTION LIMITED, a company organized and existing under the
laws of England ( hereinafter referred to as " BG"), IEQOC and BG

v ; T . . iy vy 17 - - . o 1) » TET ARy g T T -
hereirafi=~ =re referr ' to collzctivel, 5. CON AL s and
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WITNESSETH
WHEREAS, all minerals including petroleum, existing in mines ang
quarries 1n A.R.E.. including the territorial waters, and 1n the sea bed

subject to 1ts jurisdiction and extendin g beyond the territoria] waters, are
the property of the State; and-

WHEREAS, EGPC has applied for an exclusive concession fer the
exploratton and exploitation of Petroleum in and throughout the area
referred to 1n Article I, and described in Annex " A " and shown
approximately on Annex " B " which are attached hereto and made part
hereof ( hereinafter referred to as the " Area"” ) ; and

WHEREAS, IEOC and BG agree to undertake their obligations provided
heremnafter as CONTRACTOR with respect to the exploration,

development and production of Petroleun in said Area; and

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

WHEREAS, the Minister of Petroleum pursuant to the provisions of Law
No. 86 of 1956, may enter 1nto a concession agreement with EGPC and

with IEOC and BG as a CONTRACTOR ; 1n the Area .

NOW, therefore, the parties hereto agree as follows:

ARTICLE I
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 holés, core holes;
strat] graphic tests, holes for the discovery of Petroleum or the
apprzisal of Petroleum dlscovenes and other related holes and wells, _

anc iy: purchase or acquisition of such supplies, materials, services |
j
and equipment therefore all as may be contained in the approved j

—_—.
—_——
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Work Programs and Budgets. The verb " explore” means the-act o]

conducting exploration.

(b) " Development " ¢hall include, but not be limited to, all the operation
and activities pursuant to approved Work Programs and Budget:

under this Agreement with respect 1o .

(1) the drilling, plugging, deepening, side tracking, redrilling
completing and equipping of development wells, the changin;

of the status of a well, and

(2) design, engineering, construction, installation, servicing an
maintenance of equipment, lines, systems facilities, pl_an'ts an
related operations to produce and operate said developmer
wells, taking, saving, treating, handling, storing, transportin

and delivering Petroieum, repressuring, recycling and othe

secondary recovery projects, and

(3) transportation, storage and any other work or activities necessal
or ancillary to the activihes specified in (1) and (2).

(c) "Petroleum” means liquid crude oil of various densities, asphalt, g2
casinghead gas and all other hydrocarbon substances that may t

found in, and produced or otherwise obtained and saved from t
Area under this Agreement, and all substances that may be extract

therefrom.

(d) "Liquid Crude Oil" or "Crude O1l" or "0il" means any hydrocarbi
produced from the Area which is in a liquid state at the wellhead
lease separators or which is extracted from the gas or casinghead g

in a plant. Such liquid state shall exist at sixty (60) degre
Fahrenheit and atmospheric pressure of 14.65 PSIA. Such ter

includes distillate and condensate.

(2) "Gas" 15 natural gas both associated and non-associated, and ali
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Its constituent elements produced from any well in the
than liquefied Crude O1l)
therein. Said term

removal of LPG.

e ————

Area ( othe
and all non-hydrocarbon substanee

shall include residual gas, that gas remaining afte

(f) "LPG" means liquefied petroleum  ga5  which
principally, butane apd
temperature.

1S a mixture of
propane liquefied by pressure anc

(h) (1) "Commercia] O] Well" means the first wel On any geological

feature which after testing for a period of not more than thirty

(30) consecutive days where practical, but in any event in

accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less than two thousand five
hundred (2500) barrels of ojl per day (BOPD). The date of
discovery of a "Commercial Oj] Well" is the date on which such

well is tested and completed, according to the above.

(<) "Commercial Gas Well” means the first well on any geological

for a period of not more than thirty
days where practical, ‘but in any event in
accordance with sound and accepted industry production
practices and verified by EGPC, is found to be capable of
producing at the average rate of not less 'than ten (10) million
standard cubic feet of Gag per day (MMSCFD). The date of
discovery of a “Commercial Gas Well" is the date on which

such well is tested and completed according to the above.

teature which after testing

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

(j) " Effective Date " means the date on which the text of th
Agreement 1s signed by the GOVERNMENT , EGPC an
CONTRACTOR, after the relevant Law is issued.

(k) (1) " Year " means a period of twelve (_12) months according 1

the Gregorian Calendar.

(2) " Calendar Year" means a period of twelve (12) montl

according to the Gregorian calendar being 1st January

31st December.

(1) " Financial Year " means the Government's financial ye

according to the laws and regulations of the A.R.E.

(m) " Tax Year " means the period of twelve (12) months accordu

to the laws and regulations of the A.R.E.

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

(1) of which the share capital, conferring a majority of votes

stockholders' meetings of such company, is owned direct

or indirectly by a party hereto;

(2) which is the owner directly or indirectly of she

capital conferring a majority of Votes at stockholde

meetings of a party hereto;

(3) of which the share capital conferring a majority of votes
stockholders' meetings of such cbmpany and the sha
capital conferring a -majority of votes at stockholde
meetin‘gs of a party hercto. are owned difectly

indirectly by the same company; or

(4) which directly or indirectly controls, is Contralled by or

under common contro} with a party hereto. For the purpc
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- of this definition, the word " Control " means the right to
exercise more than fifty percent (50%) of the voting rights at
Shareholders' or partners' meeting.

(o) "Exploration 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 -
International Grid System where possible or with the existing'
boundaries of the Area covered by this Concession Agreement

as set out in Annex "A".

(p) "Development Block" shall mean an area, the corner points of
which have to be coincident with one (1) 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 1n Annex "A'.

(q) "Development Lease (s) " shall mean the Development Block or

Blocks covering the geological structure capable of production,
the cornor points of which have to be coincident with one (1)

rninute 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) "Abreement” shall mean this concession Agreement and its

Annexees.

(s) "Gas Sales Agreement” shall mean a written agreement between
__QEGPC and CONTRACTOR as sellers (hereinafter referred to as

‘Sellers) and EGPC as buyer (hereinafter referred to as Buyer)
which contains the terms and conditions for Gas sales from a
Development Lease entered into pursuant to Article V1 (e).
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(t) "Standard Cubic Foot" (SCF) is the amount of gas necessary to
fill one (1) cubie foot of space at atmospheric pressure of 14.65
PSIA and at a base temperature of sixty degrees Fahrenheit

(60.F).

ARTICLE II
ANNEXES TO THE AGREEMENT

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

Agreement hereinafter referred to as "the Area”.

Annex "B" is a provisional illustrative map on the scale of
1:1,250,000 mdacatmg the Area covered and affected by this Agreemcnt
and described in Annex "A".

Annex "C" is the form of a Charter of the Dpera'ﬁng Company to be
Formed ias provided for in Article VI hereof.

Annex "D" is the Accounting Procedure.

- Annex "E" is a map of the National Gas-Pipeline Grid Systema §
_established by the GOVERNMENT. The point of delwery for Gas shall.

be agreed upon by the Parties under the Gas Sales Agreement, Wthh
point of delivery will be located at the flange connecting the lease’
pipeline to the nearest point on the National Gas Pipeline Grid Sj;stem;"
depicted in such Annex or as otherwise agreed upon betwccn"-: e
EGPC and CONTRACTOR ' |

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

effect with the provisions of this Agreement:

i
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ARTICLE I1I
—_—

_GRANT OF RIGHTS AND TERM

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

which insofar as they are contrary to or inconsisten{ with dny provisions

of Law No. 66 of 1953, as amended, shall have the force of Law, ar

exclusive concession in and to the Area described in Annexes "A" anc

"B".

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

Effective Date. Two (2) successive =xtensions ‘to the initjal

Exploration period of two (2) years each, shall be granted to
CONTRACTOR at its option, upon not less than thirty (30) days’

- PPIOr Written notice (o EGPC and subject' only to its having tfulfilled ‘

4
its obligations hereunder for the then current period. However each

such period may be extended at CONTRACTOR's option for up to
six (6) months to enable the completion of drilling or testing or
“evaluation of any well actually under drilling or testing or under
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succeeding Exploration period. Thig Agreement shall be terminated i+

neither a Commercial Qi Discovery nor a Commercial Ga.

Discovery is established by the end of the eighth (8th) vear of the

Bxploration  period and/or any extension period as per above
mentioned in this paragraph (b). The election by EGPC to undertake

a sole risk venture under paragraph (c) immediately hereafter shall

hot extend the Exploration period nor

Agreement as to CONTRACTOR
) Commerceja) Discovcry”

atfect the termination of thj-

t1) A Commercial Discovery, whether of Qil or Gas, may consist of one

producing reservoir or z group of producing reservoirs which s

worthy of being developed commercially. After discovery of a

Commercial Oil or Gas well, CONTRACTOR shall, unless

otherwise agreed upon  with EGPC, undertake s part of its

exploration program the appraisal of the discovery by drilling one or

more appraisal wells, to determine whether such

Discovery 1s worthy
of being

developed commercrally, taking into consideration the

recoverable reserves, production , Pipeline, and terminal facilities

» estimated Petroleum prices, and all other relevant technical
and economic factors,

(i1) The provisions laid down herein postulate the unity and indivisibility

of the concepts of Commercial Discovery and Development Lease.

They shall apply uniformly to OQil and Gas unless otherwise
specified.

(1) CONTRACTOR shall give notice of a Commercial Discovery

. o EGPC immediately after the discovery is considered by

CONTRACTOR to be worthy of commercial development but in

any event with respect to a Commercial Oj] Well

not later than thirty
(30) days

following the completion of the second "

appraisal  well or twelve (12) months following
discovery of the

exploration”

ihe date of the

Commercial Oi] Well (unless EC- 7 2grees thal
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such period may be extended) whichever s eartlier, or with respect

to a Commercial Gas Well not later than twenty-four (24) months
following the date of the discovery of the Commercial Gas Well

(unless EGPC agrees that such period may be extended); except that
the CONTRACTOR shall also have the right to give such notice of
Commercial Discovery with respect to any reservoir or resServolrs
even if the well or wells thereon are not "Commercial” within the
definition of "Commercial Well” if, in"its opinion, & reservolr ora
group of reservoirs considered collectively, could be worthy of

commercial development.

CONTRACTOR may also give a notice of Commercial Oil
Discovery in the event it wishes to undertake a Gas Recychng.

Project.

A notice of Commercial Gas Discovery shall contain all detailed
particulars of the discovery and especially the area of Gas reserves,

the estimated production potential and profile and field life.

Following receipt of a notice of a Commercial Oil or Gas
Discovery, EGPC and CONTRACTOR shall meet and review
all appropriate data with a view to mutually agreeing upon the
existence of a Commercial Discovery. The date ‘of a Commercial
Discovery shall be the date EGPC and CONTRACTOR jointly agree

in writing that a Commercial Discovery exists.

(iv) If Crude Oil is discovered but is not deemed by CONTRACTOR 10
be a Commercial Oil Discovery under the above provisions of this
paragraph (c), EGPC shall one (1) month after the expiration of the
period specified above within which CONTRACTOR can give
notice of Commercial Oil Discovery, or thirteen (13) months after
completion of a well not considered to be a "Commercial Oil Well”

have the right, folinwing sixty (60) days notice 1 writing 1O
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CONTRACTOR, at 1ts sole - cost, 1isk and expense, to develop,

produce and dispose of all Crude Oil from the geological feature on
which the well has been drilled. said notice shall state the specific

area covering said geological feature to be developed, the wells to be
drilled, the production facilities to be instalied and EGPC's estimated
cost thereof. Within thirty (30) days after receipt of said notice
CONTRACTOR may, in  writing, elect to develop such area as
provided for in the case of Commercial Discovery hereunder. In such
event all terms of this Agreement shall continue to apply to the

specified area.

If CONTRACTOR elects not to develop such area, the specific
area covering said geological feature shall be set aside for sole risk
operations by EGPC, such area to be mutually agreed upon by
EGPC and CONTRACTOR on the basis of good petroleum industry
practices. EGPC shall be entitled to perform, or in the event
Operating Company has come into existence, to have Operating
Company perform such operations for the account of EGPC and at
EGPC'’s sole cost, risk and expense. When EGPC has recovered from
the Crude Oil produced from such specific area a quantity of crude
O1l equal in value to three hundred (300) percent of the cost it has
incurred in carrying out the sole risk operations, CONTRACTOR
shall have the option, only in the event there has been a separate
Commercial Qi Discovery, elsewhere within the Area. to share in
turther development and production of that specific area upon paying
EGPC one hundred (100) percent of such costs incurred by EGPC.

Such one hundred ( 100) percent payment shail not be recovered
by CONTIACTOR. Imme:iately follswing .uch  payment the
SnCLiie arsa ghall  eithes {1} rever i thy s 37 an SIS N’
“zvelopment Lease under this Agreeimeni anu iz efore shaii be

_g.[}_@ratEd in aecardancs wwelal oy
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the event that at such time EGPC or its Affiliated Company is

conducting Development operations in the area af i1 sole expense
and EGPC elects to Continue operating, the area shail remain set

aside and CONTRACTOR shall only be entitled to its production
sharing percentage of the Crude Oil as specified in Article VII (b)
below. The sole risk Crude Oil shall be valued in the manner provided
in Paragraph (c) of Artticle VIL. In the event of any termination of
this Agreement under the provisions of Article Il (b) above, this
Agreement shall, however, continue to apply to EGPC's operation of
any sole risk venture hereunder, although such Agreement shall have
been terminated with respect to CONTRACTOR pursuant to the
provisions of Article 1il (b) above.

(d) Conversion to a Development Lease:

(1) Following a Commercial Oil Discovery or a Commercial Gas
Discovery, the extent of the whole area capable of production to
be covered by a Development Lease shall be mutually agreed
upon by EGPC and CONTRACTOR and be subject to the

approval of the Minister of Petroleu m.

Such area shall be converted automatically into a Development
Lease without the issue of any additional legal instrument or

permission.

(11) Following the conversion of an area to a Development Lease based
on a Commercial Gas Discovery (or upon the discovery of Gas in a

Development Lease granted following a  Commercial Ol
Discovery) EGPC shall make efforts to find the adequate local

markets capable of absorbing the production of Gas and shall advise
CONTRACTOR of the potential outlets for such Gas, and the

€xpected annual schedule of demand. Thereafter, EGPC and
CONTRACTOR shall meet with a view to assessing whether the.
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outlets for such Gas and other relevant factors warrant the

development and production of the Gas and in case of agreement the
Gas thus made available shall be disposed of to EGPC under a2

long-term Sales Agreement in accordance with and subject to the

coinditions set forth in Article VII below.

(111) The Development period of each Development Lease shall be as

follows:

(aa) In respect of a Commercial Qil Discovery, twenty (20) years
from the date of such Commercial Discovery plus the Optional
Extension Period (as defined below) provided that, in the event
that, subsequent to the conversion of a Commercia! Oj
Discovery into a Development Lease, Gas is discovered in the
same Development Lease and is used or is capable of being used
locally or for export hereunder, the penod ot the Development
Lease shall be extended only with respect to such Gas, LPG
extracted from such Gas and Crude Oil in the form of
condensate produced with such Gas for twenty (20) years from
the date of first deliveries of Gas locally or for export plus the
Optional Extension Period (as defined below) provided that the
duration of such Development Lease based on the Commercial
O1l Discovery may not be extended beyond thirty-five (35) years
from the date of such Commercial Oil Discovery unless
otherwise agreed upon between EGPC and CONTRACTOR and
subject to the approval of the Minister of Petroleum.

CONTRACTOR shall immediately- notify EGPC of any Gas
Discovery but shall not be required to apply for a new

Dev.’anirent Lease in respect of such Gas.
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( bb ) In respect of a commercial Gas Discovery, twenty (20) years
from the date of first deliveries of Gas locally or for export |
plus the Optional  Extension Period ( as defined below )
provided that if subsequent to the conversion of a Commercial
Gas  Discovery into a Development Lease, Crude Oil i<
discovered in the same Development Lease, CONTRACTOR's
share of such Crude Oil from the Development Lease ( except
LPG extracted from Gas or Crude Oil in the form of
Condensate produced with Gas ) and Gas associated with such
Crude Oil shall revert entirely to EGPC upon the lapse of
twenty (20) years from the date of such Crude Oi] Discovery,

plus the Optional Extension Period (as defined below )

Notwithstanding anything to the contrary  under this
Agreement, the duration of a Development Lease based on a
Commercial Gas Discovery shall in no case exceed thirty-five

(35) years from the date of such Commercial Discovery.

CONTRACTOR shall immediately notify EGPC of any Oil
Discovery but shall not be required to apply for a pew

Development Lease in respect of such Crude Oil.

The "Optional Extension Period” shall mean a period of five (5)
years which may be elected by CONTRACTOR upon six (6)
months written notice to EGPC prior to the expiry of the
relevant twenty (20) year period.

(¢) Development operations shall upon the issuance of a Development
Lease granted following a Commercial Qil Discovery be started
promptly by Operating Companry and be COﬂdFUCIE:d in accordance
with good oii field practices and accepted petroleum engineering
principles, until the field is considered to be fully developed, it being
understood that if associated gas is not utilized, EGPC and
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CONTRACTOR shall negotiate in good faith on the best way to avoid
impairing the production in the Interests of the parties. B

[n the event no Commercial Production of O1l in"regular shipments is
established in any Development Block within three (3) years from the

immediately be rehinquished. However, such three (3) year period may
be extended by an additional period not exceeding one (1) year subject
lo the approval of the Minister of Petroleum. Each Development
Block in a Development Lease. being partly within the radjus of
drainage of any producing well in such Development Lease, shall be
considered as participating in the Commercial Production referred to

Development Operations in respect of Gas and Crude Oil in the forn;
of Condensate or LPG to be produced with or extracted from such Gay
shall, upon the signature  of a Gas  Sales Agreement or
commencement of a scheme to dispose of the Gas, whether for
CXport  as referred to in Article VII below or otherwise, be started
promptly by Operating Company and be conducted jn accordance
with good Gas field practices and accepted petroleum engineering
principles and the provisions of such Gas Sales Agreement or scheme.
In the event no Commercial Production of Gay is established in
accordance with such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished, unless
otherwise agreed upon by EGPC.

If upon application by CONTRACTOR it is recognized by EGPC
that Crude Oil or Gas js being drained from an Exploration Block

urider this Agreement into a Development Block on an adjoining
concession area held by CONTRACT OR, the Exploration Block |

being drained sh»!! he Considersd 4« SOnILitanne ae b eoamercial
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to the total

() CONTRACTOR shall bear and

required in carrying oyt
such costs

pay all the costs and expenses

all the Operations under this Agreement byt
and expenses shall not

Investment. CONTRACTOR shall loo

include any interest op

k only to the Petroleum to

1S entitled under thig Agreement to recover such costs and

. Such costs and expenses shall

be recoverable as provided ip
Article VII. During the term

of this Agreement and its renewal, the

(g) (1) CONTRACTOR shall

be subject to Egyptian income tax laws and
shall comply with

the requirements of such laws with
the filing of returns, the assessment of |

showing of books and records

respect to
aX, and keeping und

(2) CONTRACTOR s annual for Egyptian income -
priToses undler thic 2

e |
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The total of the sums received by CONTRACTOR from the sale
or other disposition of all Petroleum acquired by CONTRACTOR
pursuant to Article VII, paragraphs (a) and (b), reduced by :

(1) The costs and expenses of CONTRACTOR:

(11) The value, as determined accordin g 10 paragraph (c) of Article
VII of EGPC' s share of the Excess Cost Recovery Petroleum
repaid to EGPC in cash or in kind, if any,

Plus:

an amount equal to CONTRACTOR' s Egyptian income taxes

grossed up 1n the manner shown in Annex "D". Article VI

For purposes of above tax deductions in any Tax Year, paragraph
(a) ot Article VII shall apply only in respect of classification of
costs and expenses and rates of amortization. without regard to
the percentage limitation referred to in the first paragraph of
Article VII (2) (1) . All costs and expenses of CONTRACTOR in
conducting the™operations under this Agreement which are not
controlled by paragraph (a) of Article VII as above qualified shall
be deductible in accordance with the provisions of the Egyptian

Income Tax Law.

(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.

- L SIatNis, TN A e e T ' :
s 1o CONTRACTOR the wonma - oicia) receipts:
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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.

(3)As used herein, Egyptian income tax shall be inclusive of all income

laxes payable in the A. R. E. ( including tax on tax ) such as the tax on
iIncome from movable capital and the tax on profits from commerce
and ndustry, and inclusive of taxes based on income or profits
including all dividend, withholding with respect to shareholders and

other taxes imposed by the GOVERNMENT on the distribution of
income or profits by CONTRACTOR.

(6) In calculating its A. R. E. income taxes, EGPC shall be entitled to

deduct from its income, which for purposes of clarification. shall
include EGPC’ s Production Share in accordance with Article VII (b),

as expense ( and not from the taxes ) , all royalties paid by EGPC to
the GOVERNMENT and CONTRACTOR's Egyptian income taxes
paid by EGPC on CONTRACTOR's behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURING

EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration Operations hereunder

not later than fifteen (15) months after the Effective Date with a

commitment oi drilling three (3) wells during the initial Exploration

perici. EGPC shall make avadlss foo 20T OTOR s use all
seisiiiic, weils and other Exploratic:: 220 1 205 s Possession with

respect to the Area.
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(b) The iniual cxploraton ':_:}.ﬁl*:;-':}{j T U CH s S B
CONTRACTOR may extend this Exploration period ior two (2)
additional periods of two (2) years each respectively in accordance
with Article III (b) , each upon at least a thirty (30) day prior wrtten
tice to EGPC subject to CONTRACTOR expenditure of its
minimum Exploration obligations and of its fulfillment of the
drilling obligations hereunder for the then-current period. .

CONTRACTOR shall spend a minimum of eight (8) million u.s.
Dollars on Exploration Opémtiqn:-; and activities related thereto during
the Initial four (4) year Exploration period; provided that
CONTRACTOR shall drnill three (3) wells. For the first two (2) year
extension period CONTRACT OR shall spend a minimum of two (2)
million U.S. Dollars (U5, $ 2.000,000) provided that
CONTRACTOR shall dnll one (1) well;and for the second two (2)
year extension perod CONTRACTOR shall spend a minimum of two
(2) million U.S. Dollars ( U.S. $ 2,000,000 ) provided that
CONTRACT OR shall drill one (1) well.

Should CONTRACTOR spend more than the minimum amount
required to be expcndcd or drill more wells than the mimmum
required to be drilled during the ‘nitial four (4) year Exploration
period, or during any penod thereafter, the excess may be subtracted
from the minimum amount of money required to be expended by |
CONTRACTOR or minimum ~umber of wells required to be trilled

for any succeeding Exploration period Of periods, as the case may be.

In case CONTRACTOR surrenders its Exploration rights under this
Agreement as set forth above before or at the end of the fourth (4th)+

.i -
year of ihe ool Bxnlaratic 1eriod, havine expended less than thﬂ‘:;% _“
1stal sum of eight (8) million 1.S. Dollars oy Eyplordlion or in thet

|
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event at the end of the four(4) years CONTRACTOR has expended
less than said sum in the Area, an amount equal to the difference
between the said eight (8) million U.S. Dollars and the amount
actually spent on exploration activities shall be pad by
CONTRACTOR to EGPC at the time of surrendering or within three
(3) months from the end of the fourth (4th) year of the imual
Exploration Period, as the case may be. Any expenditure deficiency
by CONTRACTOR at the end of any additional period for the
reasons above-noted shall similarly result in a payment by
CONTRACTOR to EGPC of such deficiency Provided this Agreement 1s
still in force as to CONTRACTOR, CONTRACTOR shall be
entitled to recover any such payments as Exploration expenditure in
the manner provided for under Article VII in the event of Commercial
Production.

Without prejudice to Article III (b), in case no Commercial Ol
Discovery is established or no notice of Commercial Gas Discovery 1s
given bythe end of the eigth (8th) year, of the Exploration
period or any extension thereof, or in case CONTRACTOR surrenders
the Area under this Agreement prior to such time, EGPC shall not
bear any of 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 Exploratioh
operations. which CONTRACTOR proposes to carry out during the

ensuing year.

During each Exploration period, such Work Programs and Budgets
taken together shall be at least sufficient to satisty CONTRACT OR’s
minimuin: expenditure obligations for the penod it covers, taking into
accolint any credits for excess drilliﬁg or expenditures by
CONTRACTOR in prior Exploration Periods.
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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

approval. Following such approval, it is further agreed that :

(I) CONTRACTOR shall not substantially revise or modify said
Work Program and Budget nor reduce the approved budgeted
expenditure without the approval of EGPC; |

(2) In the event of emergencies involving danger of loss of lives or
properties, CONTRACTOR may expend such additional
unbudgeted amounts as may be required to alleviate such danger.
Such expenditure shall be considered in all respects as
exploration expenditure and shall be recovered pursuant to the
providions of Article VII hereof.

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

of the aforesaid costs.
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(f:) CONTRACTOR Shall be r65p0n31ble for the plepdmtmn and

permrmancs of the Exploratum Work Program which shall be
implemented in a workman Like manner and consistent with good

Andustry practices.

Except as 1s appropriate for the processing of data, specialized
laboratory, engineering and development studies thereon, to be made
in specialized centers outside AR.E., all geolomcal and ﬂeophysmal

studies as well as any other studies related to the performance of this

A'greement, shall be made in the A.R.E.

CONTRACTOR shall entrust the management of exploration
operations in the A.R.E. to its technically competent General
Manager and Deputy General Manager. The names of such Manager
and Deputy General Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT and to EGPC. The General Manager
and, in his absence, the Deputy General Manager shall be entrusted
by CONTRACTOR with sufficient powers to carry out immediately
all lawful written directions given to them by the GOVERNMENT

~or its representative under the terms of this Agreement; All lawtul
regulations issued or hereafter to be issued which are applicable

. hereunder and not in conflict with this Agreement shall apply to
CONTRACTOR.

(f) CONTRACTOR shall supply EGPC, within thirty (30) days from the
end of each calemdar quarter, with a Statement of Exploration
Activity showing costs incurred by CONTRACTOR during such
quarter. CONTRACTOR's records and necessary supporting
documents shall be available for inspection by EGPC at any time

during regular working hours for three (3) months from the date of

" oy ‘_,..1 -
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Within the three (3) months from the date of receiving
‘such Statement, EGPC shall advise CONTRACTOR in writing if

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

(2) that the costs of goods or services supplied are not in line with

the international market prices for goods or services of similar

(3) that the condition of the materials furniched by CONTRACTOR

does not tally with their prices; or

(4) that the costs incurred are not reasonably required for operations.

CONTRACTOR shall confer with EGPC in connection with any
exceptions taken by EGPC and the Parties shall attempt to reach a

settlement which is mutually satisfactory.

Any reimbursement due to EGPC out of the Cost Recovery Petroleum
as a result of reaching agreement or of an arbjtra] award shall be
promptly made in cash to EGPC, plus simple interest at LIBOR plus
2.5 percent per annum from the date on which the disputed amount (s)
would have been paid to EGPC according to Article VII(a) (2) and
ANNEX "D" (i.e. the date of rendition of the relevant. Cost Recovery
Statement) of this Agreement to the date of payment. The LIBOR rate
applicable shall be the average of the figure or figures published by the
Fimancial Times representing the mid-point to the rates (bid ‘and ask)
applicable to one month U.S. Dollar deposits in the London Interbank

Eurocurrency Market on each tifteenth day of each month occurring
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between the date on which the disputed amount ( s ) would have
been paid to EGPC and the date onwhich it is settled.

If the LIBOR rate is available on any fifteenth day but is not
nublished 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 1n the London

Interbank Eurocurrency Market for one month U.S. Dollar
deposits.

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

day on which such rates are quoted.

If 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
A. R. E. under this Agreement in freely convertible currency from

. abroad. CONTRACTOR shall have the right to buy Egyptian
currency whenever needed and the conversion shall be made at the

local banks in the A. R. E. according to the official A. R. E. rate of
exchange .

(h) EGPC is authorized to advance to CONTRACTOR the Egyptian
currency needed for the operations under this Agreement against

receiving from CONTRACTOR an equivalent amount of U. S.
Dollars at the official A.R.E.rate of exchange, suchdollars to

be deposited in an EGPC account abroad with acorrespondent
bank of the National Bank of Egypt, Cairo.

Withdrawals from said account shall be used for financing EGPC's

and its Affiliates foreign currency requirements subject to the
approval of the Minister of Petroleum.



O a8 T Jul NV () Vsl = et
(a3l 321 )
i __J‘,_I'-'Ii'f\ 9 d _.Jlﬁh'\ <At

;Ao )l

il 15 ALY 038 ol e g5 ms ( £ ) An ) i ks 3
M\w(/?o)uu\@dﬁjmgb\wuﬁaﬂ
JSgu‘uJQIMJJ]SJ‘Mu]\MlﬁL*JMeM?]GL“m‘Y\
el o ol 3a) o Ll iny cile Wil sy JS5 b 133l 13
e o1 iy i oy a1 gl s ol i

gl aay e JAS0

i AV sl Glie Fb an (1) Al Gl A4l UA

Oﬁoi&‘w;p,i&g\@@p@gun\@aﬁt
Slelld (ye 6l 3ad lﬁlﬁlﬂau_mulcw&‘h_,dﬁuéﬁ\ s
L_ubﬂa.\mal!‘,.“u_uu.lu_::.u_u.)_, J_,.tcul\l,db_,m\;a.r?}t_m

.4.3.3.“ 4_:‘;_’619‘512..\.“

oL gl oy pdally AN, D il AV po aa
m‘_ila.agu\d_,h..l\‘_;lsw;q( )wl_dlual.a]\nmuna_yaﬂ\
‘yu;mno..gu\u;mxww“)mu\mm@
u‘*“‘f‘ﬁ"‘“u‘ﬁ a;nz_,\:m&\m«hpeu(]@.ﬂ\
u_,.‘.au.:“_,m.‘;_,n:-uﬂhhyua\_,l\ul:.l..d\ubdu‘_g\_a_,
(> )iii]h]\a:.h]]hs,c ‘_,.Jd_,_).u“ 209 ) il Lgy o0 8
ma,::.‘_;ﬂ'_.d_,:.lg_.ls o a38] gall o2y Lay ¢ yaias

Ciay el ) gl s oo a3 o ¢ Jsiall g sllas 5% Y
a3l ) g Skl cul dlas L Gl L o) 4d
a:.MT AAUEY) ada (ye ALY mu\u,..(c } sl el Ll
L e LS pged il oda Cl NN L Le 3 8 €

i—"l-nl'

C o0

2

(V)



OV R0 T Ll Y 5 () VL sl — e S5y A

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY

At the end of the fourth (4th) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT 2 total of
twenty-five (25) percent of the original Area not then converted to a
Development Lease or Leases . Such relinquishment shall be in units
of whole Exploration Blocks or parts of Exploration Blocks not
converted to Development Leases so as to énable the relinquishment
requirements to be precisely fulfilled.

At the end of the sixth (6th) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT an
additional twehty—five (25) percent of the original Area not
then converted to a Development Lease or Leases . Such
relinquishment shall be in units of whole Exploration Blocks or parts
of Exploration Blocks not converted to Development Leases so as to
enable the relinquishment requirements to be precisely fulfilled.

Without prejudice to Article I1I and Article XXII and the last three
(3) paragraphs of this Article V (a) at the end of the eigth (8th) year
of the Exploration period, CONTRACTOR shall relinquish the
remainder of the ori ginal Area not then converted to a Development
Lease orLeases.

It is _uﬁdﬁrstood that at the time of any relinquishment the areas to be
converted into Development Leases and which are submitted to the
Minister of Petroleum for his approval, according to Atticle 11 (d)
shall, subject to such approval, be deemed converted to Development

Leases .
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CONTRACTOR shall not be requiréd to relinquish any Exploration
glock or Blocks on which a Commercial Oil or Gas well is
discovered betore the period of time referred to in Article 1 (¢) of
this Agreement given to CONTRACTOR to determine whether sych
wel] i:s‘a Commercial Discovery worthy of Development, or to
relinquish an Exploration Block in respect of which a notice of
Commercial Gas Discovery has been given to EGPC subject to
EGPC's nght to agree on the existence of a Commercial Discovery

pursuant to Article III (c), and without prejudice to the requirements
of ‘Article ITI (e) .

In the event at the end of any Exploration period a well is actually
drilling or testing, CONTRACTOR shall be allowed up to six (6)

month period to enable 1t 1o establish a« Commercial Discovery

(b) VOLUNTARY

CONTRACTOR may, voluntarily, during any period relinquish all or
any part of the Area in Blocks provided that at the time of such
voluntary relinquishment its exploration obligations under Article IV

(b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward the

mandatory provisions of Article V paragraph (a) above.

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

exploration period.

ARTICLE Vi _
OPERATIONS AFTER COMMERCIAL DISCOVERY
(a: On Commercial Discoverv. EGPC and CONTRACTOR shall form mn
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the A.R.E. an Operating Company, pursuant (o Article VI (b) and
Annex "C". Which shall be named by mutual agreement between
EGPC and CONTRACTOR and such name shall be subject to the
.approval of the Minister of Petroleum (hereinafter referred to as

"Operating Company"). Said Company shall be a private sector
company. Operating Company shall be subject to the laws and

regulations in force in the A.R.E. to the extent that such laws and
regulations are not inconsistent with the provisions of this

Agreement or the Charter of Operating Company .

However, Operating Company and CONTRAC TOR shall, for the
purpose of this Agrecment, be exempted from the following laws
and regulations as now or hereafter amended or substituted.

- Law No. 97 of 1976, organizing dealings in foreign currencies;

_ Law No. 48 of 1978, on the staff rgulations of Public Companies;

_ Law No. 159 of {981, promulgating the law on joint stock
companies, partnership limited by share companies and limited

liability Companies; and

_ Law No. 97 of 1983, promulgating the law concerning public
sector's authorities and companies.
- Law No. 203 of 1991 promulgating the law on Ppyblic Business

Sector Companies.

(b) The Charter of Opmdtmﬂr Company is hereto attached as Annex "C".
within thirty (30) days after the date of Commercial Oil Discovery
or within thirty (30) days after signature of a Gas Sales Agreement
or commencement of a scheme to dispose of Gas (unless otherwise
agreed”upon by EGPC and CONTRACTOR) the Charter shall take
effect and Operating Company shall automatically come 1nto

swistencs without anv further procedusri. The Exploratinn Advisory

r



1480 2 o d 1 5 () VE sall = LSl

3y Ay LYY Ganall Gal Jasiy s oalelel el il Jaals o
c Ollaall 2 A8 )3l Ll

Cllae e dall dil ey dee el Slleally duid S Hyall 2
LY L ias 3 Al e Rl eall Ay S
um‘ﬁﬁ\e@@ﬁwbﬁ(‘“)Mh—eu—ﬂﬁywﬂ;ﬂ‘
mali_yy aally A 26,20 2a5y e () 5l e ililasll
o 23 oY Al ALl Al Spall g Jaall geali g 5 5 z Ll
el (£) At Hab Y s ge b lldy ¢ Agaiilly Gaall Dblec
&J(ﬂhd@ﬁ‘iﬂya‘géa‘)%JM‘@u\M‘@a—'»dei
gsj)cﬂm,euuagbmdsag\g@u\)@’i(f)fm_ﬂ\

g

) ey el el ey 1Y) galig gy ( e iy H3] 3250

1Y

lagile A gall 5oy alaal

(Yo ) oyl sl saah Y 30 a b iblaally RGN AS 500 o 50
Lall Llalial g panar Jofiall () piSa 8 aadily g JS (e
i tie JE gl G (I Cheaily Jo¥1 a2 Sliall Agaai)
i aal) a stiied 3 335 ol ¢ Ao sa¥) Baasall LYl Y
o) W3l b i & il 1oa s (2 J3 Oy ¢ adinal
| el Al A

S sl i) Yl D (pa a3aal) 5l Aalill glladd) 35,5
Wu\?,_g)_,(w)‘dﬁ\vg\umﬁ,‘ ok (o ) soall 3 Sl
laal) i n B aaadll ol O 13 ¢ S e (Y0) e
cah 3 Jasll g B ol gdall

g Al i L et cans s ol lilaally 230 2550 e
ALl ¢ 5 AL (g mad) Y1 ) Gl sn oy 5 ke Sl
bzt 13 e il pall p2233 5 PEEN I Sl Lgaass A

’



TP N8R0 G ol N S b ) Vsl = den S ,..

Committee shall be dissolved forthwith upon the coming
existence of the Operating Company.

(¢) Ninety (90) days after the date Operating Company €OIme:
-existence in accordance with paragraph (b) above, it shall prey
Work Program and Budget for further Exploration and Develop
for the remainder of the year in which the Commercial Discove

made, and not later than four (4) months before the end of

current Financial Year (or such other date as may be agreed u
and four (4) months preceding the commencement of -

succeeding Financial Year thereafter (or such other date as ma
agreed upon. Operating Company shall prepare an annual Produs
Schedule, Work Program and Budget for further Exploration
Development for the succeeding Financial Year. The Produc
Schedule, Work Program and Budget shall be submitted to the B

of Directors for approval.

(d) Not later than the twenticth (20th) day of each month, Opera
Company shall furnish to CONTRACTOR a written estimate o
lotal cash requirements for expenditure for the first half and
second half of the succeeding month expressed in U.S Dol
having regard to the approved Budget. Such estimate shall take
consideration any cash expected to be on hand at month end.

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

(¢) Operating Company is authorized 1o keep at its own disposal abi
in an account opened with a correspondent bank of
National Bank of Eeypt, Cairo, the foreign funds advanced
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CONTRACTOR Withdrawals from said account shall be used for
payment for goods and services acquired abroad and for transferring
to a local bank in the A.R.E. the required amount to meet the
expenditures in Egyptian Pounds for Operating Company in
connection with its activities under this Agreement.

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

(f) If and for as long during the period of production operations there
exists an excess capacity in facilities which cannot during the period
of such excess be used by the Operating Company, EGPC and
CONTRACTOR will consult together to find a mutually agreed
formula whereby EGPC may use the excess capacity 1t 1t 80 desires
without any unreasonable financial, or unreasonabie operational
disadvantage to the CONTRACTOR.

ARTICLE V1I

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(a) Cost Recovery Petroleum

(1) Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover 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%)

quarterly of all petroleum produced and saved from all
Devcl(Jpﬁ]ent [Leases within the Arf:ahercunder and not used 1n

petroleum operations. Such petroleum 1s hereinafter referred to
as ' Cost Recovery Petroleum”.
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For all Exploration, Development and Production hereunder
such costs and expenses shall be recovered from Cost Recovery

Petroleum in the following manuer

(1) Operating Expenses, incurred and paid after the date of the initjal
Commercial Production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Oil or the first deliveries of Gas are'lhade,
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which

initial Commercial Production occurs, whichever is the later date :

(1) Exploration Expenditures, inciuding those accumulated prior to
the commencement of initial Commercial Production, which for
the purposes of tms Agreement shall mean the date on which the
first regular shipment of Crude Oil or the first deliveries of Gas
are made, shall be recoverable at the rate of twenty five (25)
percent per annum starting either 1n the Tax Year in which such

expenditures are incurred and paid or the Tax Yeuar in which

initial Commercial Production commences, whichever is the
later date.

(11) Development Expenditures, including those accumulated prior
to the commencement of initial Commercial Production which
for the purposes of this Agreement shall mean the date on which
the first regular shipment of Crude Oil or the first deliveries of
Gas are made, shall be recoverable at the rate of twenty +fivc (25)
percent per annum starting either in the Tax Year tn which such
expenditures are incurred and paid or the Tax Year in which
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initial Commercial Production commences, whichever s the la

date

(iv) To the extent that, in a Tax Ycar, costs, expense:s or expenditt
recoverable per paragraphs (i), (ii) and (ii1) preccding exceed:
value of all Cost Recovery Petroleum for such Tax Year,
excess costs, expenses or expenditures shall be carried forw
for recovery in the next succeeding Tax Year or Years until

recovered, but in no case after the termination of this Agreem:

as to CONTRACTOR.

(v) For the purpose of determining the classification of all co

expenses and expenditures for their recovery, the follow

terms shall apply :

|. "Exploration Expenditures” shall mean all costs and exper

' for Exploration.

2. "Development Expenditures” shall mean all costs

expenses for Development with the exception of Operal

Expenses.

3. "QOperating Expenses” shall mean all costs, expenses
expenditures made after initial commercial Production, wl

costs, expenses and expenditures are not nOIN

depreciable.

However, Operauing Expenses shall include workover rej
and maintenance of assets but shall not include any of
following : side tracking; redrilling and changing of the st
of the well ; replacement of assets or part of an as
additions, improvements, renewals or major overhauling -

extend the life of the asset.
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(vi) It 18 understood and agreed upon that the recovery of costs and
expenscs as based upon the rates referred (o above shall be
allocated to each quarter proportionately {(one tourth to eacty
quarter). However, any recoverable costs and expenses not
recovered 1n one quarter, as thus allocated, shall be carriec
forward for recovery in the next quarter.

(2) Except as provided in sub - paragraph (a) (3) below of this Article VII
and Article VII (e) (1), CONTRACTOR shall -each quarter be
entitled to and own all Cost Recovery Petroleum, which shall be
taken and freely disposed of in the manner determined pursuant to
Article V11 (e) . To the extent that the value of all Cost Recovery
Petroleum ( as determined in paragraph (c) below cxceeds the actual
recoverable costs and expenditures, including any carry forward
under paragraph (a) (1) (vi) to be recovered in that quarter then the
value of such excess Cost Recovery Petroleum ("Excess Cost
Recovery Petroleum") shall be paid by CONTRACTOR to EGPC
either (i) in the manner set forth in Article I'V of the Accounting
Procedure contained in Annex "D" or (11) in kind 1n accordance with

sub - paragraph (a) (3) below.

(3) Ninety (90) days prior to the commencement of each year EGPC shali
be entitled to elect by notice in writing to CONTRACTOR to require
repayment of up to one hundred (100) percent of EGPC's share of
Excess Cost Recovery Petroleum in Kind

Such repayment wilt 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 actually taken and separately
disposed of by CONTRACTOR from the Area during the previous
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quarter . If EGPC's entitlement (o receive repayment of its share o1

the Excess Cost Recovery Petrolcum is limited by the foregoing pro-

vision, the balance of such entitlement shall 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) :

(i) Crude Oll

Crude Oil produced and saved
under this Agreement and not

used in Petroleum Operation.
Barrels per day (BOPD)
(quarterly average).
That portion or increment up
o 25,000 BOPD.
That portuon or inr_.:rement eX-

ceeding 25,000 BOPD and up 10
50,000 BOPD.

That portion or increment €X-
ceeding 50,000 BOPD and up to
70,000 BOPD.

EGPC
Share (%)

Seventy
70
Seventy-five

75

Eighty
80

CONTRACTOR
Share (%)

Thirty
30
Twenty-five

25

Twenty
20
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EGPC  CONTRACTOR

Share % Share %

That portion or ncrement

exceeding 70,000 BOPD and up Eighty-two Eighteen

to 100,000 BOPD. 32 18

That portion in excess of Eighty-four Sixteen

100,000 BOPD. 84 16
(i) Gas and LPG

Gas and LPG produced and saved

under this Agreement and not Seventy-one  Twenty-nine

used in Pctroleum Operations. 71 29

(2) Atter the end of each contractual year during the term of any Gas
Sales Agreement entered into pursuant to Article VI (e), EGPC
and CONTRACTOR (as Sellers) shall render to EGPC (as Buyer)

- a statement for an amount of Gas, 1f any, equal to the amount by
which the quantity of Gas of which EGPC (as Buyer) has taken
delivery falls below seventy five percent ( 75% ) of the Contract
quantities of Gas as established by the applicable Gas Sales
Agreement ("the Shortfall"), provided the Gas is available. Within
siﬁity (60) days of receipt of the statement, EGPC (as Buyer) shall
pay EGPC and CONTRACTOR (as Sellers) for the amount of the
Shorttall, if any. The Shortfall shall be included in EGPC’s and
CONTRACTOR’s entitlement to Gas pursuant to paragraphs (a)
and (b) of this Article in the fourth (4th) quarter of such

Contractual year.

Quantities of Gas not taken but to be paid for shall be recorded
1n a separate ‘““Take-and-pay account”. Quantities of Gas (“Make
Up Gas” ) which are delivered in subsequent years in excess of
seventy-five percent ( 75% ) of the Contract quantities of Gas
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as established by the applicable Gas Sales Agreement, shall be se
against and reduce quantities of Gas in the “Take - and - pay
account” to the extent thereof and, to that extent, no payment shal
be due in respect of such Gas. Such Make Up Gas shall not be
cluded in CONTRACTOR'’s entitlements 1o Gas pursuant te
paragraphs (a) and (b) of this Article. CONTRACTOR shall havi
no rights to such Make Up Gas.

The percentages, set forth in Article V11 (a) and this Article V11 (b
in respect of LPG produced from a-plant constructed and operate
by or on behalf of EGPC and CONTRACTOR shall apply to a

LPG available for dehivery.
¢) VALUATION OF PETROLEUM

1) Crude Oil

* (i) The Cost Recovery Crude Oil to which CONTRACTOR i
entitled hereunder shall be valued by EGPC and CONTRACTOI

at “Market Price” by applying the following formula daily, an
averaging these daily Prices monthly to determine the Marke
Price. |
pfice (p) = [ (60% Dated Brent minus differential (A) plus 209
Iranian Heavy minus differential (B) plus 20% Sue

Blend) plus or minus quality and freight differentl:

(C) between Gulf of Suez Blend and Crude Oil fror

the Areal.
where :
(P) — the daily value of the Crude Oil in U.S. dollars pe
Barrel.

Dated Brent = daily average of the high and low prices for a Barr
of Dated Brent as reported in “Platt’s Oilgral

Price Report” under the heading Spot Crud
Price Assessments.
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Iranian Heavy = daily average of the high and low prices for a
Barrel of Iranian Heavy (f.o.b. Sid1 Kerir) as
reported in “Platt’s Oilgram Price Report™ under

the heading Spot Crude Price Assessments.

Suez Blend = daily average of the high and low prices for a Barre]
of Suez Blend (f.o.b. Ras Shukheir) as reported in
. “Platt’s Oilgram Price Report” under the heading

Spot Crude Price Assessments.
Differential (A) = $ 3.30 per Barrel (March 1993)
Differential (B) = $ 0.50 per Barrel (March 1993)
Differential (C) = to be determined

Differential (A) and (B) hereinabove shall be reviewed (taking into
consideration CONTRACTOR’s input) and if necessary adjusted
raonthly by EGPC to reflect market price differential between Gulf
of Suez Blend which is published and Dated Brent and Iranian
Heavy and announced monthly by EGPC ten (10) days prior to the
calendar month in question. The market price differentials (A) and
(B) are intended to reflect sales of Suez Blend on ‘2 normal
commercial basis on the international market, i.e. sales to third
party buyers, excluding barters and exchanges of crude o1l as well

as transactions between Affiliated Companies.

Differential (C) shall be advised within fifteen (15) days pnior to
the calendar quarter in question (taking into consideration EGPC’s

input) and if necessary, adjusted quarterly by CONTRACTOR to j
reflect quality and/or freight advantage or disadvantage between
Suez Blend and Crude Oil from the Area in U.S. dollars per Barrel.
The Market Price differential (C) is intended to reflect sales of

Crude Oil from the Area on a normal commercial basis on the
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international market, i.e. sales to third party buyers, exclud

barters and exchange of Crude Oil as well as  transact
between Affiliated Compan:es.

(ii) If during any calendar month, there are no published prices for
or more of the above crude oils, rendering the formula usel
EGPC shall advise CONTRACTOR of the alternative Crude (
to be used in the formula above for determining Market Price
such month. If the Platt’s Oilgram Price Report should cease 1o
published, then EGPC shall advise on a substitute source to tul
the same purpose, which source shall be a publication recogni:
by the international petrolevin industry and shall be published o
regular basis by a reputable source. The Parties shall be guided
all relevant and available data on leading Crude Oils produc
by major oil producing countries, regularly sold on a norr
commercial basis in the international market according to act

v third party sales contracts, but excluding barters and exchange
ciude oil, transactions between GOVERNMENTS or Affilial
Companies, paper sales and sales promises where no Crude Oil
delivered, adjustments for Crude Oil quality, freight advantage
disadvantage or port of loading and other appropriate adjustmen
as the case may be, for differences in gravity, sulphur and ot
factors generally recognized by sellers and purchasers,
refl‘ected in Crude Oil Prices, transportation, ninety (90) da
‘insurance premiums, unusual fees born by the seller, and for cre
terms in excess of sixty (60) days. It 1s the intent of the Parti
that the value of the Cost Recovery Crude Oil shall reflect t
prevailing market price for such Crude Oil and shall not be le
favourable to CONTRACTOR than the Market Price fi
comparable Crude Oil and comparable freight applicable

contractors producing in the A. R. E.
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(ii1) 4f either EGPC or CONTRACTOR considers that the Markc
Price av determined pur-uant to sub—pamgmp'hs (1) or (1
hereinabove does not refizct the prevailing Market Price fc
Crude Oil produced under ihis Agreement tor any month and s*

notifies the other party, in the case of ( t ), within the ten-da

Differential (C), within the fifteen-day period prior to calend:
quarter in question, and in the case of (ii), within ten days afte
receipt of the proposed alternative Crude Oil ( s), any Part
may propose a modification of the formula and differential
hereabove, to be discussed between the Parties within a pertod «
thirty (30) days. 1f the Parues tail to agree within said thirty (3(
days period, any Party may elect within thirty (30) days thereafte
to submit to a single expert, mutually agreed upon by EGPC an
CONTRACTOR, the question, what price per Barrel, in th
expert’s judgment, best represents for the pertinent month th
Market Price for the Crude Oil in question. The expert shall mak
his determination as soon as possible following the month 1
question. His determination shall be finai and binding upon d

the Parties. The expert shall be selected in the manner describe

below.

In the event EGPC and CONTRACTOR fail to agree on th
expert within thirty (30) days from the date any Party notifies th
other Party or Parties that it has decided to submit th
determination of the Market Price to an expert, such expert sha
be chosen by the appointing authority designated In accordanc
with Article XXI1II (e), or such other appointing authority wil

access to such expertise as may be agreed to between EGPC an
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CONTRACTOR, with regard to the gualifications for experts ¢
forth ' clow, upon writicn application of one or both of ECG]
and CONTRACTOR. Copies of such application by one Party.
Parties shall be promptly sent to the other Party or Parties.

The expert shall be as nearly as possible a person with

~ established reputation in the international petroleum mndustry

an experl in pricing and marketing Crude Oil 1n internatios
commerce. The expert shall not be a ciizen of a country wh
does not have diplomatic relations with the A. R. k., Italy ¢
England. He may not be, at the time of selection, emplo)
by, or an expert oOr consultant on a continuing or frequ
basis to, the American Petroleum Institue, the Organization
the Petroleum Exporting Countries. or the Organization

Arab  Petroleum Exporting Countries. or a consultant O
continuing basis to EGPC. CONTRACTOR or an Affilia

Company of eithgr, but past occasional consultation with su
Companies, with other petroleum companies, GOVERNME
agencies or organizations shall not be a ground

disqualification. He may not have been, at any time during
two (2) years before selection, an employee of any petrole
Company or of any GOVERNMENT agency or organization.

Should a selected person decline or be unable to serve as €X]
or should the position of expert fall vacant prior 10 the decis
called for. another person shall be chosen in the same mar
provided in this paragraph. EGPC and CONTRACTOR s

share equally the expenses of the expert.

The expert shall make his determination in accordance with
provisions of this paragraph, based on the best evidence avail:
to him. He shall review oil sales contracts as well as other s

data and information but shall be free to evaluate the ex



VA8 L ol Y S (b ) Vsl - A Jli A AN

A ——
—

5523 b O e d ) Sean A e L 3 sl A peads Ol s
sl (M ddl e Sy B gl e (7 Gplatiy « 3adllia e dyia
rauny - e Lolaall Ll G glas Le e JS JBSS LaS 0 (gladi W o g
Lo Elaill oleglally c LLIASy aldl & 3wy s giie e p MWL 0 U
sl g0 iy W ssigs Llatll LagatS ot Jylikly gt oSas 3

PSPPI IS | G G RV BPIRT

Jﬂﬁd)ﬂﬂjd;wbw‘uﬂ&ﬂ e e BVl Ay Sa ()
Al (O] ()dj)‘l‘ub‘ Y gane 0 Lo B8y 0 Hudll s yea Sl
3ol o8« (g) Gl Als iy e indl el o Gl el oo e
u_)bﬂuuy;wlw\tu&;&u\mej\u;l.a_\lc.dmd\
aais 3oled Jylaad! ‘M_Ld_]\\w(_g\u]mlj\udlggsj 408 90 ALa
o sl o i ¢ Al 302 e B gl ress ¢ A Ay ¢ Jandl s
s e Gebad e Ay 3356 aa SV Giskll e |y g il S5
M aaldl 3 sasd Muﬁ uwuwuﬁ( %)q@muﬂ ad) il
5l ) ol ) el 12 S 4 3aies S 53 o e Sl ¢ ()
.J\A.Lulic__ubu_mlﬁl;

« LPG » Jiludl Jg,adl &y slall (¥)

Sl s die 8 7LV Gaas y CallSUl b _inY Gacaiall Sl ol -
8y o mall (5de lghieas ) Abedl oy ( Canil Lagibean ) Jylally Al cu
L“LLWJJLJMWJ‘%‘}JLS EW ‘;.Lujjﬁiﬂuju(.h)luu‘ﬁjw
. 35! Asleal



AY 1445 I.:....J.._,_.I"\u.i(@b‘) VE sanl = dan )l 5 4

lo which any contracts, data or information is substantisted o
perunent. Representatives of EGPC and CONTRACTOR shal)
have the right to consult with the expert and furnjsh him writtep
materials provided the CXPETt may 1mpose reasonable limitationg
on this right. EGPC and CONTRACTOR e