Y VAL L e V(S (5 ) £F suadl = L G |

149¢ Alud ¥Y a8, (4l
Ja ol Talall &bzl pn 3Ll 3 Jy 2l 050 s L
S b bl ] i shenST Joign 25,25 dred Commna] Lsalad 35,28
et g Tl oDy i Bhlate (B PNzl Jy 2 s o

el gy
gy et ey
ol bl Wiy v a1 oW caldl o 53
C Ja¥tasti
el 352y ) el 2 el il ailal 3 gl 500 b
il g Sl 6 i ¢ G o] ot ST i 35,25 i) o]
a5 A b ) Uiy ¢ ol kg | sV oyt Biate 3 *-‘3‘—*-“1:
g ol 2y 3,
Caglel sl )
A YU diy o o peWle,s Zi b byl sl ol Yy aelydl o450
Y B g, gl ST e
@UICIFTIY

-{-'UJLJ_,JLJIN_._II LH_QIJAJJﬁDJ__’ w}lax_,.ii,_,:u_,aLdi |J.bJ.uu

& "
. P

o lyd e oS Adly U__,JJ'HU-.:Q_,SLU' l.i.»‘..a.,.;
SVENVE Tl 3 Y 5L el LUy he
(PVASE L bl VA Gl



VAL L jeadyi V (L, 50) £F suall = Ran JI B Al A

a3 Adisi
Ay desdl e sl
e
dooall juaa 4y)54an
Josill Zalall 4 puadt duigls
Saad Guuag) aalul 4 4

o b g

ASAMERA EGYPT LIMITED
B Conaal i slus) Juge 48,45
MOBIL EXPLORATION EGYPT INC.
ihia '
Gadl aedh gl
g goud| grala

E-p- €

i ms VA e ol S Sl lida O, 2

("ia SLI" el e b e Glhyy ) Lol eae D) e O e
iV 4, NYv I PUESN. el i el dand py g el Lol 4 el | 2ty
100y (Tl G e Ule Gl ) Joiodd n ke Jol L V4 0A G0
S Ll dablie 06l Wb 1adl s R 3,8 By diand G| L]
rCGE R PROU JURES] FRCVS TR { I WiV (3773 Gl JIOLIM Ly TR DNF S P v 'SP
ke Gl ) LS sl L WY s LYy ol ! Wi 250y s 3
o 1B el S5l 5T Uil ooy Lol oty ("t e Lo



A R R CC VR I I YOS I 4L JEN N [E WU R VVge

CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
AMONG
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
ASAMERA EGYPT LIMITED
AND
MOBIL EXPLORATION EGYPT INC.
IN
SOUTH BELAYIM OFFSHORE AREA, GULF OF SUEZ
IN
THE A, R. E.-

This Agreement made and entered on this .........ccccceiiiennninn, day of
............... ,19 , by and among the ARAB REPUBLIC OF EGYPT

(hereinafter  referred to variously as the "A.R.E." or as
"GOVERNMENT"), the EGYPTIAN GENERAL PETROLEUM

CORPORATION, a legal entity created by Law No. 167 of 1958 as
amended ( hereinafter referred to as " EGPC " ) and ASAMERA EGYPT

LIMITED, a company organized and existing under the laws of the
Province of Alberta, Canada ( hereinafter referred to as "ASAMERA")
and MOBIL EXPLORATION EGYPT INC. a corporation organized and
existing under the laws of the State of Delaware, United States of
America ( hereinafter referred %0 as " MOBIL"). ASAMERA and
MOBIL, and their successors or assigns shall be the parties comprising
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CONTRACTOR under this Concession Agreement (hercinafter referred
to collectively as "CONTRACTOR”).

WITNESSETH

WHEREAS. all minerals including petroleum, existing in mines and
quarries in the A.R.E., including the territorial waters, and in the seabed
subject to its jurisdiction and extending beyond the territorial waters, are

the property of the A.R.E.; and

WHEREAS, EGPC has applied for an exclusive concession for the
exploration and exploitation of Petroleum in and throﬁghout the area
referred to in Article II hereinbelow, 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, ASAMERA and MOBIL agree to undertake the obligations
provided hereinafter as contractor with respect to the exploration, deve-

lopment and production of Petroleum in the Area, and

WHEREAS, GOVERNMENT desires hereby to grant such concession;

and

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

with ASAMERA and MOBIL as a contractor in the Area .
NOW. THEREFORE, the Parties hereto agree as follows:
ARTICLE I
DEFINITIONS

(a) An "Affiliated Company"” means a company:.

(1) of which the share capital, conferring a majority of votes at
stockholders' meetings of such company, is owned directly or
indirectly by a Party hereto,
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(2) which 1s the owner directly or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a

party hereto;
(3) whose 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; or

(4) which directly or indirectly controls, is controlled by or is under
common control with a Party hereto. For the purpose of this
definition, the word "control” means the right to exercise more

than fifty percent (50%) of the voting rights at stockholders’
meetings.

(b) "Agreement” means this Concession Agreement and its Annexes.

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

(d) "Barrel” means forty-two (42) United States gallons, liquid measure,
corrected to a temperature of sixty degrees (60) Fahrenheit at

~ atmospheric pressure.

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

(f) (1) "Commercial Gas Well" means the first well on any geological
feature which after testing for a period of not more than thirty
(30) consecutive days where practical, but in any event in
accordance with sound and accepted international petroleum
industry production practices and verified by EGPC, is found to
be capable of producing at the average rate of not less than
fifteen million standard cubic feet of gas per day (15 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.
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() (2) "Commercial Oil Well” means the first well on any geological

feature which after testing for a period o of not more than thirty
(30) consecutive days where practical, but 1n any event in

accordance with sound and accepted international petroleum
industry production practices and verified by EGPC, is found to
be capable of producing at the average rate of not less than two
thousand barrels of oil per day (2000 BOPD). The date of
discovery of a Commercial Oil Well is the date on which such

well is tested and completed according to the above.

(g) "Development” shall include, but not be limited to, all the
operations and activities pursuant to approved Work Programs

and Budgets under this Agreement with respect o

(1) the drilling, plugging, deepening, side tracking, re-dnlling,
completing, equipping of Development wells, the changing

of the status of a well;

(2) design, engmeermg, construction, installation, servicing and
maintenance of equipment, lines, system facilities, plants and
related operations to produce and operate said Development
wells, taking, saving, treating, extracting, separating,
handling, storing, transporting and delivering_ Petroleum,

repressuring, recycling and other secondary recovery

projects; and

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

hereabove.

(h) "Development Block" means 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 in Annex A.
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(i) "Development Lease (s)" means the Development Block or Blocks
covering the geological structure capable of production, the corner

points of which have to be coincident with one (1) minute by one (1)
minute latitude and longitude divisions according 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.

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

relevant law 1s issued.

(k) "Exploration” shall include, but not be limited to, operations for
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 test holes for the
discovery of Petroleum or the appraisal of Petroleum discoveries and
other related holes and wells, and the purchase or acquisition of such
supplies, materials, services and equipment therefor, all as may be
contained in the approved Work Programs and Budgets. The verb

"explore” means the act of conducting exploration.

(1) "Exploration Block" means an area, the corner points of which have to
be coincident with three (3) minute by three (3) minute latitude and
longitude divisions, according to the International Grid System

where possible or with the existing boundaries of the Area covered

br

by this Concession Agreement as set out in Annex "A

(m) "Financial Year" means GOVERNMENT's financial year according
to the laws and regulations of the A.R.E., currently from July I

through June 30.

(n) "Gas" means natural gas both associated and non-associated, and all

of its constituent elements produced from any well in the Area (other
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than Liquid Crude Oil) and all non-hydrocarbon substances therein.
Such term shall include residual gas, that gas which would remain

after removal of LPG.

(0) "Gas Sales Agreement” means a written agreement between EGPC
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 all Gas sales from a

Development Lease.

(p) "Liguid Crude Oil" or "Crude Oil" or "Qil" means any hydrocarbon
produced from the Area which is in a liquid state at the wellhead or
lease separators or which is extracted from the Gas or casinghead gas
in a plant. Such liquid state shall exist at sixty degrees (60)
Fahrenheit at atmospheric pressure. Such term includes distillate and

condensate.

(q) "LPG" means liquefied petroleum gas, which i1s a mixture of
principally butane and propane liguefied by pressure and
temperature that have been extracted from the Gas.

(r) "Petroleum” means Liquid Crude Oil of various densities, asphalt,
(ras, casinghead Gas, and all other hydrocarbon substances that may
be found in, and produced, or otherwise obtained and saved from the
Area, and all substances that may be extracted therefrom.

(s) "Tax Year" means the period of tweive (12) months according to the
laws and regu]atibns of the A.R.E., which for purposes of
CONTRACTOR's accounts pursuant to this Agreement shall be from
January 1 through December 31.

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

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

ARTICLE II
ANNEXES TO THE AGREEMENT

Annex "A" i1s a description of the area covered and affected by this

Agreement (hereinafter referred to as the "Area").

Annex "B" 1s an 1llustrative map on the scale of 1:250,000 indicating
the Area covered and affected by this Agreement and described in Annex

A.

Annex "C" is the form of a Charter of the Operating Company to be
created as provided for in Article VI hereof.

Annex "D" 1s the Accounting Procedure.

Annex "E" 1s a current map of the National Gas Pipeline Grid
System established by GOVERNMENT. The point of delivery for Gas

shall be agreed upon by the Parties under a Gas Sales Agreement, which
point of delivery shall be located at the flange connecting the
Development Lease pipeline to the National Gas Pipeline Grid System,
as depicted in this Annex E, or as otherwise agreed.

Annexes A, B, C, D and E to this Agreement are hereby made part
hereof, and they shall be considered as having equal force and effect with
the provisions of this Agreement.

ARTICLE III
GRANT OF RIGHTS AND TERM

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.
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() GOVERNMENT shall own and be entitled to, as hereinafter
provided, 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 any renewal thereof. Said royalty
shall be borne and paid by EGPC out of EGPC's share of Petroleum

produced and saved and not used in operations under Article VI
hereof, and shall neither be the obligation of CONTRACTOR nor

affect CONTRACTOR's compensation pursuant to this Agreement.
The payment of royalties by EGPC shall not be deemed to result 1n

income attributable to CONTRACTOR.

(b) An initial Exploration period of three (3) years shall commence from
the Effective Date. Two (2) successive extensions to the initial
Exploration period, of two (2) years and two (2) years respectively.
shall be granted to CONTRACTOR at its option, upon not less than
thirty (30) days prior written notice to EGPC and subject only to
CONTRACTOR having fulfilled its obligations hereunder for the
then current period. This Agreement shall be terminated if neither &
Commercial Discovery of Oil or Gas is made by the end of the
seventh year, nor a permitted extension thercof, of the Exploration
period is granted. However, each period may be extended a
CONTRACTOR's option for up to six (6) months to enable the
completion of drilling and testing of any well actually dniling or
testing at the end of that period. In the event the initial or the second
Exploration period shall have been extended for a period of up to six
months, as above mentioned, then such extension period shall be
applied against the next succeeding period and consequently such
extension period shail be deducted from the next succeeding period.
The election by EGPC to undertake a sole risk operation under

paragraph (c¢) (iv) hereinbelow shall neither extend the total
Exploration period nor affect the termination of this Agreement as to

CONTRACTOR.
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(¢) Commercial Discovery

(i) A Commercial Discovery, whether of Oil or Gas, may consist of
one reservoir or a group of reservoirs which is worthy of being
commercially developed (hereinafter referred to as "Commercial
Discovery™). 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
commercially developed, taking into consideration the
recoverable reserves, production, pipeline, and terminal facilities
required, estimated Petroleum prices, and all other relevant

technical and economic factors.

(ii) The provisions of this Agreement postulate the unity and
ndivisibility of the concepts of Commercial Discovery and
Development Lease. The aforementioned provisions shall apply

aniformly to Oil and Gas unless otherwise specified herein.

(iiiy CONTRACTOR shall give notice of a Commercial Discovery to
EGPC immediately after the discovery is considered by

CONTRACTOR to be worthy of commercial Development. In any
svent, with respect to a Commercial Oil Well CONTRACTOR shall

zive notice not later than eighteen (18) months following the date of
the discovery of the Commercial Oil Well (unless EGPC agrees that
such period may be extended). With respect to a Commercial Gas
Well CONTRACTOR shall give notice not later than thirty (30)
months following the date of the discovery of the Commercial (Gas
Well (unless EGPC agrees that such period may be extended).
~ONTRACTOR shall also have the right to give such notice of

Commercial Discovery with respect to any reservoir or reservoirs

aven if such well or wells are not "Commercial” within the definition
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CONTRACTOR's opinion, a reservoir or a group of reservoirs,

considered collectively, could be worthy of commercial
Development.

A notice of Commercial Discovery of Gas shall contain all
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 Discovery, EGPC
and CONTRACTOR shall meet and review all appropriate data with
a view to mutually agreeing upon the existence of a Commercial
Discovery. The date of Commercial Discovery shall be the date
EGPC and CONTRACTOR jointly agree that a Commercial
Discovery exists.

(iv) If Crude Oil is discovered but is not deemed by CONTRACTOR to
be a Commercial Discovery under the provisions of this Paragraph
(¢), EGPC may, one (1) month after the expiration of the period
specified in Paragraph (c)(iii) above or nineteen (19) months after
the completion of a well not considered to be a Commercial Oil
Well, at its sole cost, risk and expense, upon sixty (60) days prior
written notice to CONTRACTOR, develop, produce and dispose of
all Crude Oil from the geological feature on which such well has
been drilled. Said notice shall state the specific area covering the
geological feature to be developed under a Development Lease, the
wells to be drilled, the production facilities to be installed and
EGPC‘S estimated cost thereof. Within thirty (30) days after receipt
of said notice CONTRACTOR may, in writing, elect to develop such
area as provided for in the case of Commercial Discovery hereunder.
[n such event all terms of this Agreement shall continue to apply to

the specified area.
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If CONTRACTOR elects not to develop such specified area,
that area covering said geological feature shall be set aside for sole
risk operations by EGPC, which shall have the right to perform, or in
the event Operating Company has come into existence, to have
Operating Company perform, upon thirty (30) days written notice to

CONTRACTOR, such sole risk operations for the account of EGPC,
and at EGPC's sole cost, risk and expense. The boundaries of the

specified area shall be mutually agreed upon by EGPC and
CONTRACTOR on the basis of good international petroleum
industry practice and the provisions of this Agreement.

If sole risk operations are not commenced within one hundred
and eighty (180) days following the date of EGPC's notice, EGPC, 1t
it wishes to undertake such sole risk operations, shall be required to

resubmit the sole risk operations for consideration by the Operating
Company Board of Directors. The Board of Directors shall decide

within sixty (60) days of receipt of EGPC's resubmittal, whether
these operations shall be conducted jointly. If the Board of Directors
rejects these operations, EGPC shall within thirty (30) days thereof,
give written notice to CONTRACTOR, if it intends to carry out the
sole risk operations. In such event, such sole risk operations shall be

commenced within ninety (90) days after such notice.

When EGPC has recovered from the Crude Oil produced under
2 Development Lease from such sole risk area, a quantity of Crude
Oil equal in value to three hundred percent (300%) of the costs
EGPC has incurred in carrying out the sole risk operations,

CONTRACTOR shall have the option to participate and share In
further Development and production of that specified area upon
paying EGPC one hundred percent (100%) of such costs incurred by

EGPC.

Such one hundred percent (100% ) payment shall be
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recoverable by CONTRACTOR in accordance with Article VII
hereof. Immediately following such payment the sole risk
Development Lease shall revert to the status of an ordinary
Development Lease under this Agreement and thereafter shall be
operated in accordance with the terms hereof. The crude o0il from
such sole risk area shall be valued in accordance with paragraph (c)
of Article VII hereof.

In the event of any termination of this Agreement under the
provisions of Article III (b) above, this Agreement shall, however,
continue to apply to EGPC's operation of any sole risk operations
hereunder, although this Agreement shall have been terminated with
respect to CONTRACTOR pursuant to the provisions of Article III
(b) above. |

(d) Conversion to a Development Lease

(1) Following a notice of Commercial Discovery, that portion of the
Area capable of production to be covered by a Development
Lease shall be mutually agreed upon by EGPC and
CONTRACTOR and be subject to the approval of the Minister of
Petroleum. Such area shall be automatically converted into a
Development Lease without the issuance of any additional legal

instrument or permission.

(11) Following the conversion of an area to a Development Lease
based on a Commercial Discovery of Gas (or upon the discovery
of Gas in a Development Lease granted following a Commercial
Discovery of Oil) EGPC shall endeavor with diligence to find
local markets capable of absorbing the expected production of
Gas from the Development Lease, and shall advise
CONTRACTOR of the potential outlets for such Gas and the

expected annual schedule of demand. Thereafter, EGPC and
CONTRACTOR shall meet to assess whether the outlets for
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such Gas and other relevant factors warrant the Development
and production of the Gas. In the event of agreement, the Gas
thus made available shall be disposed of to EGPC under a

long-term Gas Sales Agreement in accordance with and subject
to the conditions set forth in Article VII below.

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

follows:

(aa) In respect of a Commercial Discovery of Oil, twenty (20) years
from the date of such Commercial Discovery plus the Optional
Extension Period (as defined below). In the event that,
subsequent to the conversion of a Commercial Discovery of Oil

into a Development Lease, Gas is discovered in the same
Development Lease and is used or is capable of being used

locally or for export hereunder, the period of the Development
Lease shall be extended only with respect to such Gas, LPG
extracted from such Gas and Crude Oil in the form of
condensate produced with such Gas for twenty (20) years from
the date of first delivery of Gas locally or for export plus the
Optional Extension Period. The duration of such Development
[.case based on a Commercial Discovery of Oil may not be
extended beyond thirty-five (35) years from the date of said
Commercial Discovery, unless the Parties otherwise agree.
EGPC and CONTRACTOR may agree to a longer Development
period subject to the approval of the Minister of Petroleum .

CONTRACTOR shall immediately notity EGPC of any Gas

discovery on an existing Oil Development Lease, but there shall
be no requirement to apply for a new Development Lease in

respect of such Gas.

‘bt In respect of a Commercial Discovery of Gas, twenty (20) years
from the date of first delivery of Gas locally or for export plus

the Optional Extension Period (as defined below ) provided that
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if subsequent to the conversion of a Commercial Discovery of
Gas into a Development Lease, Crude Oil is discovered in the
same Development Lease, CONTRACTOR's share of such
Crude Qil 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 Commercial Discovery of Crude Oil 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 Discovery of Gas shall not exceed thirty-five (33)

years from the date of such Commercial Discovery of Gas,

unless the Parties otherwise agree.

CONTRACTOR shall promptly notify EGPC of any Crude
Oil discovery on an existing Gas Development Lease but shall
not be required to apply for a new Development Lease in

respect of such Crude Oil.

The "Optional Extension Period" means a period of five (3)
years which may be elected by CONTRACTOR upon six (6)
months written notice to EGPC prior to the expiration of the

relevant Development period.

(¢) Development operations shall upon the issuance of a Development
LLease granted following a Commercial Discovery of Oil be started
promptly by Operating Company and be conducted 1n accordance
with good international petroleum industry 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 CONTRACTOR shall negotiate in good faith on
the best way to avoid impairing the production of Oil in the economic

interests of the Parties .
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In the event no production of Oil in commercial quantities is
established as being produced from any Development Block within
four (4) years from the date of the Commercial discovery, such
Development Block shall immediately be relinquished, unless there is
a Commercial Discovery of Gas 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 below or otherwise, be started promptly
by Operating Company and be conducted in accordance with good
international petroleum industry practices and accepted petroleum
engineering principles and the provisions of such Gas Sales
Agreement or scheme. In the event no production of Gas in
commercial quantities is established in accordance with the time

provided for in such Gas Sales Agreement or scheme, the
Development Lease relating to such Gas shall be relinquished, unless

otherwise agreed upon by EGPC.
[f upon notice by CONTRACTOR it is recognized by EGPC that

Crude Oil or Gas is being drained from a Development Lease under
this Agreement into a development lease on an adjoining concession
area held by EGPC and/or a third party, the Development Lease
being drained shall be considered as participating in the production of
the third party development lease and the Development Lease being
drained shali be converted int a separate development lease by the

~arties with the ensuing allocation of costs and production (caiculated
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from the Effective Date or the date such drainagc first occurs,
whichever is later) between the two concession areas. The allocation
of such costs and production under each concession agreement In
question shall be in the same proportion as the recoverable reserves
in the drained geological structure underlying each concession area
bear to the total recoverable reserves of such structure underlying
both concession areas. The production allocated to a concession area
shall be valued according to the concession agreement covering that

concession area. Failure by the parties in each concession area to
agree on the allocation of costs and production for such separate

development iease shall be resolved by expert determination. EGPC
<hall interfere and induce the party or parties in each concession area
to fully cooperate and resolve the drainage matter in an expedient
manner. such that neither party shall be unjustifiably enriched.

(f) CONTRACTOR shall bear and pay all the costs and expenses
required in carrying out all the operations under this Agreement but

such costs and expenses shall not include any interest on investments.
CONTRACTOR shall iook only to the Petroleum to which it 18
entitled under this Agreement to recover such costs and expenses.
Such costs and expenses shall be recoverable as provided in Article
VII hereof. During the term of this Agreement and its renewal, the
total production achieved in the conduct of such operations shall be
divided between EGPC and CONTRACTOR in accordance with the
provisions of Article VII hereof.

(g) (1) Without prejudice to iax exemptions granted under this
Agreement, CONTRACTOR shall be subject to Egyptian income

tax laws and shall comply with the requirements of such laws
with respect to the filing of returns, the assessment of tax, and

keeping and showing of tooks and records.
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(2) CONTRACTOR's annual income for Egyptian income tax
purpose under this Agreement shall be an amount calculated as

follows:

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

pursuant to Article VI, paragraphs (a) and (b);

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

(ii) The value as determined a¢cording to paragraph (c) of Article
VII below. 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 in the manner shown in Annex D, Article V1.

¥or purpose of the above tax deductions in any Tax Year,
paragraph (a) of Article VII below shall apply only in respect of
classification of costs and expenses and rates of cost amortization,
without regard to the percentage {imitation referred to in the first
paragraph of Article VII (a) (1), below . All costs and expenses Of
CONTRACTOR in conducting the operations under this
Agreement which are not controlled by paragraph (a) of Article
V1L as above qualified, shall be deductible in accordance with the

provisions of the Egyptian Income Tax Law.

'3y EGPC shall assume, pay and discharge, in the name and on behalf ot
CONTRACTOR., CONTRACTOR's Egyptian income tax out of
EGPC's share of the Petroleum produced and saved and not used 1n
Operations under Article VII below. All taxss paid by EGPC in the
name and on behalf of CONTRACTOR shal! be considered income
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to CONTRACTOR as calculated in accordance with Annex D.
Article VL

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

receipts.

(5) As used herein, Egyptian income tax shall be inclusive of all income
taxes payable in the A.R E. (including tax on tax) such as the tax on
income from movable capital, the tax on profits and inclusive of taxes
based on income or profits including all dividend withholding with
respect to shareholders and other taxes imposed by GOVERNMENT
on the distribution of income or profits by CONTRACTOR pursuant
to this Article II1.

(6) In calculating its A.R.E. income taxes, EGPC shall be entitled to
deduct all royalties paid by EGPC to GOVERNMENT and
CONTRACTOR's Egyptian income taxes paid by EGPC on
CONTRACTOR's behalf, but EGPC shall not credit directly or
indirectly CONTRACTOR's Egyptian income taxes against EGPC's

Egyptian income taxes.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration Operations hereunder
not later than six (6) months after the Effective Date. EGPC shall
maxe available for CONTRACTOR's use all seismic, well and other
exploration data in EGPC's possession or that it controls with respect
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to the Area, unless in doing so, EGPC would be 1n violation of a third

party confidentiality obligation.

~ (b) The initial Exploration period shall be three (3) years.
CONTRACTOR may extend this Exploration period for two (2)
additional periods of two (2) years each, the second and third
Exploration pertods respectively, in accordance with Article III(b),

above, and upon at least thirty (30) days prior written notice to
EGPC, and provided CONTRACTOR has fulfilled its minimum

expenditure and work obligations hereunder for the then current

period.

CONTRACTOR shall spend a minimum of six million United States
dollars (US $6,000,000) during the initial three (3) vear Exploration
period. During this initial Exploration period, CONTRACTOR shall
drill a minimum of one (1) Exploration Well. During the second
Exploration period, provided CONTRACTOR elects to extend
beyond the initial Exploration period, CONTRACTOR shall spend a
minimum of four million United States dollars (US $4,000,000) and
during the third Exploration period, if elected, CONTRACTOR shall
spend a minimum of six million United States dollars
(US $6,000,000). During each of the second and third Exploration
periods, if so elected by CONTRACTOR, CONTRACTOR shall dril]
a minimum of one (1) Exploration well and two (2) Efploration

wells, respectively.

After drilling of a well is commenced, CONTRACTOR shail
diligently pursue drilling such well to completion. "Completion”™ shall
mean a well has been drilled to the stratigraphic level or depth
specified in the relevant work Program and Budget approved by
EGPC, or, before reaching such level or depth, one or more ot the

following occurs:
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(1) Encountering Petroleum bearing formations which

CONTRACTOR believes constitute a discovery, or
(it) A depth of 200 feet has been drilled below the depth specified for

such well without reaching the objective stratigraphic level; or

(ii1) Basement is encountered. For the purpose of this Article,
"basement” means any igneous or metamorphic rock or any stratum

in and below which the geological structure or physical
characteristics of the rock sequence do not have the properties

necessary for the accumulation of Petroleum in commercial quantities
and which reflects the maximum depth at which any such

accumulation can reasonably be expected; or

(1v) Encountering insurmountable technical problems which, in

accordance with good o1l field practice, makes further drilling

impracticable or unsafe.

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

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 Exploration period, or during
the second Exploration period thereafter, the excess may be applied
against the minimum expenditure amount required or the minimum
number of welis required to be drilled by CONTRACTOR during any
succeeding Exploration period or periods, as the case may be.

In the event CONTRACTOR surrenders its Exploration rights as set
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forth above under this Agreement, before or at the end of the initial
Exploration period, or any period thereafter, having expended during
the relevant period on Exploration operations, less than the minimum
expenditure amount adjusted for prior period excess
expenditures, CONTRACTOR shall pay to EGPC an amount equal to
the difference between the said minimum expenditure amount and
any lesser amount actually spent on Exploration operations. Such

payment shall be made at the time of surrendering or within three (3)
months from the end of the relevant Exploration period. 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 below, in
the event of commercial production.

Without prejudice to Article III (b), above, in the event no
Commercial Discovery of Qil is established or no notice of
Commercial Discovery of Gas is given by the end of the seventh
year, of the Exploration period, or any extensions thereof. or in case
CONTRACTOR surrenders the Area under this Agreement prior to
such time, EGPC shall not bear any of the aforesaic expenditures by
CONTRACTOR.

(<) At least four (4) months prior to the beginning of each Financial Year
Or at such other times as may be mutually agreed upon by EGPC and
CCNTRACTOR, CONTRACTOR shall prepare an Exploration
Work Program and Budget for the Area settin g forth the Expioration
Operations which CONTRACTOR proposes to carry out during the
=nsuing year. During each Exploration periad, such Work Programs
and Budgets taken together shall be at least sufficient to Satisty
CONTRACTOR's minimum expenditure obiigations for the period it
covers, taking into account any credits for excess drilling or excess
2xpenditures by CONTRACTOR in prior Exploration Periods.
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The Exploration Work Program and Budget shall be reviewed by a
joint committtee 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 memoers 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 :

(1) 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
property, CONTRACTOR may expend such additional

non-budgeted amounts as may be required to alleviate such
danger. Such expenditure shall be considered in all respects as
Exploration expenditures and shall be recovered pursuant to the
provisions of Article Vil hereof,

‘d) CONTRACTOR shall advance all necessary ftunds for all
materials, equipment, supplies, personnel administration and
operations pursuant to the Exploration Work Program and

Budget and EGPC shall not be respensible to bear or repay any
of the aforesaid costs.
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(e) CONTRACTOR shall be respensitle for the preparation and
performance of the Exploration Work Program which shall be
implemented in a workmanlike manner and consistent with good

international petroleum industry practices. Except where

CONTRACTOR deems it appropriate for the processing and
reprocessing of data, geological and geophysical studies and
interpretations, specialized laboratory, engineering and
development studies thereon, to be conducted outside the A.R.E.
during the initial three (3) year Exploration period, all geological
and geophysical studies as well as any other studies related to the
performance of this Agreement, shall be conducted in the
A.R.E.Thereafter, CONTRACTOR and EGPC shall mutually

agree upon the location where such activities shall be conducted.

CONTRACTOR shall provide EGPC on a regular basis, but no
iess frequently than once per calendar quarter, with progress
reports during periods of geological and geophysical
interpretation work and studies pertaining to Exploration work
performed by CONTRACTOR under this Agreement.

CONTRACTOR shall entrust the management of Exploration
operations in the A.R.E. to its General Manager and Deputy

General Manager. The names of such Manager and Deputy

General Manager shall , upon appointment, be forthwith notified
to GOVERNMENT and to EGPC. The General Manager and, in
~ his absence, the Deputy General Manager shall be entrusted Dy
CONTRACTOR with sufficient powers to carry out all lawful
written directions given to them by GOVERNMENT or its
representative under the terms of this Agreement. All iawful
regulations issued or hereafter to be issued which are applicable
hereunder and not in conflict with this Agreement shall apply to

CONTRACTOR.
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( ) CONTRACTOR shall supply EGPC, within thirty (30) days

from the end of each calendar quarter , with a Statement of
BExploration Operations showing costs incurred by
CONTRACTOR during such quarter. CONTRACTOR's records
and necessary supporting documents shall be available for
inspection by EGPC at any time during regular working hours for

three (3) months from the date of receiving each statement.

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

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 price for goods or services of similar
quality supplied on similar terms prevailing at the time such
goods or services were contracted, provided however, that
purchases made and services performed within the A.R.E.
shall be subject to Article XX VI below:

(3) that the goods and services procured are not required for
Operations under this Agreement: and

(4) that the activity and related costs incurred are not-reasonably

required for operations under this A greement

CONTRACTOR shall confer with EGPC in connection with the

problem thus presented, and EGPC and CONTRACTOR 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 arbitral
award shall be promptly made in cash to EGPC, plus simple
interest at London Interbank Offered Rate ("LIBOR") plus one

percent (1%) per annum from the date on which the disputed
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amount ( s } would have been paid to EGPC according to Article
VII (a) (2 ) below and Annex D (i.e. the date of rendition of the
relevant cost recovery statement) of this Agreement (o 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. dollar deposits in the London Interbank Eurocurrency
Market on each fifteenth day of each month occurring between

the date on which the disputed amount ( s ) would have been paid
to EGPC and the date on which it 1s settled.

If the LIBOR rate is available on any fifteenth day but is 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.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 1ts
objection to any statement , such statement shall be considered as

approved.
(g2) CONTRACTOR shall supply all funds necessary for carrying out 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

GOVERNMENT to conduct foreign currency excnanges.
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(h) EGPC is authorized to advance to CONTRACTOR, if requested by
CONTRACTOR, the Egyptian currency required for the operations
under this Agreement against receiving from CONTRACTOR an
equivalent amount of U.S. dollars. Any such conversion shall be
carried out at a rate of exchange, including any fees or charges which
are not discriminatory to CONTRACTOR compared to rates, fees or
charges generally available pursuant to Article IV(g) hereabove. Such
amounts in U.S. dollars shall be deposited in an EGPC account
abroad with a correspondent bank of the National Bank of Egypt,
Cairo. Withdrawals from any such account shall be used for
financing EGPC's and its Affiliated Companies’ foreign currency

requirements subject to the approval of the Minister of petroleum.

ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS
(a) MANDATORY

At the end of the initial three (3) year Exploration period, or any
extension thereof, a total of twenty-five percent (25%) of the original
Area not then converted to a Development Lease or Leases shall be
relinquished to GOVERNMENT. Such relinquishment shall be 1n
units of whole Exploration Blocks or parts of Exploration Blocks not
converted to Development Leases. The relinquished areas shall, to
the extent practicable and possible, be of simple configuration and of

sufficient size to allow the grant of a new mining title.

At the end of the second Exploration period, or any extension thereof,
an additional twenty-five percent (25%) of the original Area not then
converted to the Development Lease or Leases shall be relinquished

to GOVERNMENT. Such relinquishment shall be in units of whole
Exploration Blocks or parts of Exploration Blocks not converted to

Development Leases. The relinquished areas shall, to the extent
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practicable and possible, be of simple configuration and of sufficient

size to allow the grant of a new mining title.

Without prejudice to Articles IIT and xxiii hereof, and the last three

paragraphs of this Article V (a), at the end of the third Exploration
period, the remainder of the original Area not then converted to a
Development Lease or Leases shall be relinquished 1o
GOVERNMENT.

It is understood that at the time of any relinquishment, the areas to be
converted into Development Leases and which are submitted to the
Minister of Petroleum for his approval, according to Article ITI(d)
above shall, subject to such approval, be deemed converted to
Development Leases. Relinquishment shall not be required of any
Exploration Block or Blocks on which a Commercial O1l or (Gas
Well is discovered before the period of time referred to in Ariicie
[1I{c){(iis) of this Agreement, and which has been given (¢
CONTRACTOR to determine whether such well is a Commercial

Discovery worthy of Development.

[n the event at the end of any Exploration period, a well is being
drilled ortested, CONTRACTOR shall be allowed up to a six (6)
month period to 2npable 1t to complete such well, and test such well if
needed, provided such period of up to six (6) months shali, as
applicable, be applied against the duration of the subsequent period.

(b) VOLUNTARY

CONTRACTOR may, voluntarily, during any period. relinquish all
or any part of the Area provided that at the time of such voluntary
relinquishment, its Exploration obligations unader Article 1V(b;
above for the reievant period have been satisfizd. Such
relinguishment shall be in vaits of whele Exploration Blocks or nars
of Expleration Biocks 1ot converted te Developraernis feases.



VANE L jaig V(50 ) £ sl - G Jla b A

by S50 L e 0 Sy Al adll ¢ L Joll bl o S0,
g bl (3 gl i sy (N S oo

SV Lol ol o s 13UV adn atis &) Leas) Lo &,
kel (1) sl ol S ade o gl

gl e bl SN ¢ Iola Gl e ol 5,0 ol GLASYI A
e oz sl el (1) sl h 3ol g ade o skl Jondl s litnd pa Syl
S| 0[OV 1§ TR AVY

PECTRA FURIE JET I A WLt P 1) UV U S R DR Y AU 3 [
SR sl W Gyl oSG s ¢ ad 2,i Jpms o AN T IS e 0L,
3 a5, M ol LT e Y D] Ll 3 550 Wiy 2l 5 2] e Jaall
gl UL 3 Ol | G 91 bl s i el sl il Zpgl) Iyl iy
Kl 5200 Y5 s LT 5 080 J3T 3T e gy e

( Lwald) 35UV )
&bl ALY g Sllaal
i ) an heaidl Ak Ol o iy ) F BLEST te jptall e (1)
33 MDIJ‘ VIDOW R s Jylilly M'Gyéwwrf—'; A E'.-)
Ol S IS, L L e Glayy ) VTl Jy 2
Ol 0de o ol ¥ Al agadl 3 paper o dbadt LU0



LA S R L A CAMT VIR I I G ORI & JFVH [ SOOI [ SV X

The relinquished areas shall, to the extent practicable and possible,
be of simple configuration and of sufficient size to allow the grant of

a new mining title.

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

Following Commercial Discovery, EGPC and CONTRACTOR shall

mutuaily agree upon any area to be relinquished thereafter, except
for the relinquishment provided for in Article V(a) above, at the end

of the third Exploration period.

If, however, during or at the end of any Exploration period,
CONTRACTOR elects to voluntarily relinquish all of the Area, not
converted into Development Leases, and CONTRACTOR's work
obligation for the relevant period, pursuant to Article IV hereabove,
has not been completed for any reason whatsoever other than Force
Majeure, CONTRACTOR shall pay to EGPC the sum equal to the
shortfall between the minimum expenditure amount set forth in
Article IV hereabove and any lesser amount actually spent during the

relevant period.

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(a) Upon Commercial Discovery, and the coming into existence of a
Development Lease, EGPC and CONTRACTOR shall establish in the
A.R.E. an operating company pursuant to this Article VI 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. (o the extent that such laws and regulations are not

S——
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‘nconsistent with the provisions of this Agreement or the Charter of
Operating Company (attached hereto as Annex C).

In addition to certain exemptions provided elsewhere in this
Agreement, Operating Company and CONTRACTOR shall, for the

purpose of this Agreement, be exempted from the following laws and

regulations as now or hereafter amended or substituted :
_Law No. 97 of 1976, organizing dealings in foreign currencies,

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

companies;

. Law No. 159 of 1981, promulgating the law on joint stock

companies, partnership limited by shares and limited liability

companies;

_ Law No. 97 of 1983, promulgating the law concerning public sector

organizations and companies, and

. Law No. 203 of 1991 promulgating the law on public business

sector companies.

(b) within thirty (30) days after the date of a Commercial Discovery of
Oil or within thirty (30) days after signature of a Gas Sales

Agreement or commencement of a scheme to dispose of Gas (unless
otherwise agreed upon by EGPC and CONTRACTOR), the Charter

shall take effect and Operating Company shall automatically come
into existence without aﬁy further procedures. The Exploration
Advisory Committee shall, upon the Operating Company coming into
existence, continue only those activities pursuant to the obligations of
Article IV hereof in the Area, including any Development Lease(s).

(c) Within ninety (90) days from the date Operating Company comes into
existence in accordance with paragraph (b) above, it shall prepare a
Work Program and Budget for Exploration (not being part of a Work
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Program and Budget pursuant to Article IV hereof) and Development
within the Development Lease(s), for the remainder of the Financial
Year in which the Development Lease(s) shall come into effect: and
not later than three (3) months before the end of each Financial Year
thereafter (or such other date as the Parties may agree upon)
Operating Company shall prepare an annual Production schedule a
Work Program and Budget for any nonobligatory Exploration and a
Work Program and Budget for Development within the Development
Lease(s), for the succeeding Financial Year. The Production
schedule (s), Work Progfam(s) and Budget(s) shall be submitted to the
Board of Directors for approval. Exploration pursuant to obligations
of Article 1V hereof shall have priority over non-obligatory

exploration within the Area and any Development Lease(s).

(d) Not later than the twentieth (20th) day of each month, Operating
Company shall furnish to CONTRACTOR a written estimate of its
total cash requirements for expenditures related to the Development
Lease(s), for the first half and the second half of the succeeding
month, expressed in U.S. dollars and in accordance with the approved

Budget. In such estimate, the Operating Company shall take into
consideration any cash expected to be on hand at the end of the

month.

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

(e) Operating Company is authorized to keep at its own disposal abroad
in an account opened with a bank of its choice, the foreign funds

advanced by CONTRACTOR. Withdrawals from said account shall
be used for payment for goods and services acquired abroad and for

transferring to a local bank in the A.R.E. the required amount to mect
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the expenditures in Egyptian pounds for Operating Company in
connection with its operations under this Agreement.

Within sixty (60) days after the end of each Financial Year, Operating
Company shal! submit to the appropriate exchange control authorities
in the A.R.E. a statement, duly certified by a firm of auditors,
aythorizea to conduct such business in the A.R.E.. 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 on the
Development Lease there exists an excess capacitty 1n facilities which
cannot during the period of such excess be used by the Operating
Company, EGPC and CONTRACTOR shall consult each other to
tind a mutually agreed formula whereby EGPC may use the excess
capacity if it so desires without any unreasonable financial, or
operational disadvantage to CONTRACTOR, which agreement shall
not be unreasonably withheld.

ARTICLE VII

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%)
quarteriy of all petroleum produced and saved. and not used In
Petroleum operations, from all Development Leases within the

Area hereunder (hereinafter referred to as "Cost Recovery
petroleum').
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For the purpose of determining the categories of all costs,

expenses and expenditures for their recovery, the following terms
shall apply:

1. "Exploration Expenditures" means all costs and expenses
for Exploration and the related portion of indirect expenses
and overheads.

2. "Development Expenditures" means all costs and expenses
for Development (with the exception of Operating
Expenses) and the related portion of indirect expenses and

overheads.

3. "Operating Expenses" means all Costs, expenses and
expenditures made after initial commercial production,
which costs, expenses and expenditures are not normally

depreciable.

However, Operating Expenses shall include workover, repair and
maintenance of assets but shall not include any of the following:
sidetracking, re-drilling 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) Operating Expenses, incurred and paid after the date of the
initial Commercial Production, which for the purpose of this

Agreement shall mean the date on which the first regular
shipment of Crude Qil or the first delivery of Gas is made.
shall be recoverable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax Year in which
initial commercial production occurs, whichever is later.
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(ii) Exploration Expenditures including those expenditures
accumulated prior to the commencement of inrtial
Commercial Production, which for the purposes of this
Agreement shall mean the date on which the first regular
shipment of Crude Gil or the first delivery of Gas is made,
shall be recoverable at the rate of twenty-five percent (25%)
per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which

initial commercial production commences, whichever is

later.

(iii) Development Expenditures, including those expenditures
accumulated prior to the commencement of initial

Commercial production, which for the purpose of this
Agreement shall mean the date on which the first regular

shipment of Crude Oil or the first delivery of Gas 1s made,

shall be recoverable at the rate of twenty-five percent (25%)
per annum starting either in the Tax Year in which such
expenditures are incurred and paid or the Tax Year in which
initial commercial production commences, whichever 1s later.

(1v) To the extent that, in a Tax Year, costs, expenses or
expenditures recoverable per paragraphs (i), (ii) and (iii)
hereabove exceed the value of all Cost Recovery petroleum
for such Tax Year, the excess shall be carried forward for
recovery 1n the next succeeding Tax Year or Years until fully
recovered, but in no case after the termination of this
Agreement, as to CONTRACTOR.

(v) The recovery of costs and expenses, based upon the rates
referred to above, shall be allocated to each quarter
proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter,

so allocated, shall be carried forward for recovery in the next
quarter.
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2. Except as provided in Article VII (a)(3) below and Article
VIil(e)(1} below, in each quarter CONTRACTOR shall be

entitled to and own all Cost Recovery Petroleum, which shall be
taken and disposed of in the manner determined pursuant to
Article VII (e) below. To the extent that the value of all Cost
Recovery Petroleum as determined in Article VII (c) below,
exceeds the actual recoverable costs and expenditures, including
any carry forward under Article VII (a) (1) (iv) and (V) above, to
be recovered in that quarter, (hereinafter referred to as "Excess
Cost Recovery Petroleum") then the value of such Excess Cost
Recovery Petroleum shall be shared between CONTRACTOR

and EGPC in the manner set forth in Article VII(b)(1)(i) below
and EGPC's share shall be paid by CONTRACTOR to EGPC

either (1) in cash in the manner set forth in Article IV of the
Accounting procedure contained in Annex D or (ii) in Kind in

accordance with Article VII (a) (3) below.

3. Ninety (90) days prior to the commencement of each calendar
year following initial commercial production of Petroleum from
the Area or commencement of a scheme to dispose of Gas, EGPC
shall have the right to elect by notice in writing to
CONTRACTOR, to require repayment of up to one hundred
percent (100%) of EGPC's share of any Excess Cost Recovery
Petroleum, in Kind. Such repaymént shall be in Oil from
Development Leases in the Area,f.0.b export terminal, or other
agreed delivery point, provided that the amount of Qil taken by
EGPC in kind in a quarter shall not exceed the value of Cost
Recovery Oil actually taken and separately disposed of by
CONTRACTOR from the Area during the previous quarter . If
EGPC's right to receive repayment of Excess Cost Recovery
Petroleum is limited by the foregoing provision, the balance of

such entitlement shall be paid in cash.
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(b) Production Sharing

I. The remaining sixty percent (60%) of the petroleum produced
and saved and not used in Petroleum operations, and any LPG,
from all Development Leases in the Area shall be divided
between EGPC and CONTRACTOR according to the following

shares.
(i) Crude Oil in EGPC  CONTRACTOR
Barrels per day (BOPD) Share ( % ) Share ( % )

(quarterly average).

That portion or increment up to Seventy-three Twenty-seven

25,000 BOPD. (73) (27)

That portion or increment

exceeding 25,000 BOPD Seventy-five Twenty- five

and up to 50,000 BOPD. (735) (25)

L'hat portion or increment

exceeding 50,000 BOPD and up Seventy-eight . Twenty-two

to 75,000 BOPD. (78) (22)
That portion or increment
exceeding 75,000 BOPD and up Eighty Twenty
to 100,000 BOPD. (80) (20)
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That portion 1n excess of Eighty-two Eighteen
100,000 BOPD. (82) (18)

(i1) Gas and LPG Seventy-five Twenty-five
(75) (25)

Such shares shall be taken and disposed of pursuant to Article
Vl1l(e) hereof.

2. After the end of each contractual year during the term of any Gas
Sales Agreement entered into pursuant to Article VII (e)}(2)
below, EGPC and CONTRACTOR (as Seilers) shall render to
EGPC (as Buyer) a statement for an amount of Gas, if any, equal
to the amount by which the quantity of Gas of which EGPC (as
Buyer) has taken delivery, falls below seventy five percent (75%)

of the contract quantities of Gas as established by the applicable
Gas Sales Agreement ("the Shortfall") , provided the Gas is

avallable. Within sixty (60) days of receipt of the statement.
EGPC,(as Buyer) shall pay EGPC and CONTRACTOR (as
Sellers) for the amount of the Shortfall, if any. The Shortfall shall
be included in EGPC's and CONTRACTOR's entitlements to Gas
pursuant to paragraphs (a) and (b) of this Article VII in the fourth
(4th) quarter of such contractual year.

Quantities of Gas not taken, but to be paid for, shall be recorded
In a separate account (hereinafter referred to as "Shortfall
Account”)-Quantities of Gas (hereinafter referred to as "Make Up
Gas™) which are delivered in subsequent years in excess of
. seventy-five percent (75%) of the contract quantites of Gas as
established by the applicable Gas Sales Agreement, shall be set
against and reduce quantities of Gas in the Shortfall Account to
the extent thereof and, to that extent, no additional Payment shall

n¢ due in respect of such Make Up Gas. Such Make Up Gas shall
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not be included in CONTRACTOR's entitlements to Gas

pursuant to paragraphs (a) and (b) of this Article VIL
CONTRACTOR shall have no rights to such Make Up Gas.

The percentages set forth in Article V1I(a) and (b) in respect of

LPG produced from a plant constructed and operated by or on
behalf of EGPC and CONTRACTOR shall apply to ali LPG

available for delivery.

¢) Valuation of Petroleum

1. Crude Oil

(1) The Cost Recovery Petroleum to which CONTRACTOR 1s
entitled hereunder shall be vaiued by EGPC and CONTRACTOR

at "Market Price" by applying the following formula daily, and
averaging these daily prices monthly to determine the Market

Price.

Price (P) = [ (60% Dated Brent minus differential (A

plus 20% Iranian Heavy minus differential (B)

plus 20% Suez Blend)

plus or minus quality and freight differential (C)

between Gulf of Suez Blend and Crude Oil from the
Areal.

where:

(P) = the daily value of the Crude Qil in U.S. dollars per Barrel.

Dated Brent = daily average of the high and low prices for a
Barrel of Dated Brent as reported in "Platt's
Oilgram Price Report" under the heading Spot

Crude Price Assessments.
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Iranian Heavy = daily average of the high and low values for a
Barrel of Iranian Heavy (f.0.b. Sidi Kerir) as
reported 1n “Platt's Oilgram Price Report"
under the heading Spot Crude Price

Assessments.

Suez Blend = daily average of the high and low values for a
Barref of Suez Blend (f.o.b. Ras Shukheir) as
reported in "Platt's Otlgram Price Report” under
the heading Spot Crude Price Assessmenits.

Differential (A) = § 3.30 per Barrel (March 1993)
Differential (B) = § 0.50 per Barrel (March 1993)

Differential (C) = to be determined

Ditferentials (A) and (B) hereinabove shall be reviewed (taking
into consideration CONTRACTOR's input) and if necessary

adjusted monthly by EGPC to reflect market price differential
between Gulf of Suez Blend which is published and Dated Brent
and lranian Heavy and announced monthly by EGPC ten (10)

days prior to the calendar month in question. The market price
difterentials (A) and (B) are intended to reflect sales of Suez
Blend on a 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.

Ditferential (C) shall be advised within fifteen (15) days prior to
the calendar quarter in question (raking into consideration
EGPC's input) and if necessary, adjusted quarterly by
CONTRACTOR to reflect quality and/or freight advantage or
disadvantage between Suez Blend and Crude Oil from the Areu.
in U.5. dollars per Barrel. The market price differential (C) is
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intended to reflect sales of Crude Oil from the Area on a normal
commercial basis on the international market, i.e. sales to third
party buyers, excluding barters and exchange of Crude Oil as

well as transactions between Affiliated Companies.

(1) It during any calendar month, there are no published prices for
one or more ot the above crude oils, rendering the formula
useless, EGPC shall advise CONTRACTOR of the alternative
crude oils to be used in the formula above for determining Market
Price for such month. If the Platt's Oilgram Price Report should
cease to be published, then EGPC shall timely advise on a
substitute source to fulfill the same purpose, which source shall
be a publication recognized by the international petroleum
industry and shall be published on a regular basis by a reputable

source. The Parties shall be guided by all relevant and available
data on leading crude oils produced by major oil producing

countries, regularly sold on a normal commercial basis in the
international market according to actual third party sales
contracts, but excluding barters and exchange of crude oil,
transactions between GOVERNMENTS or Affiliated Companies,
paper sales and sales promises where no crude oil is delivered,
adjustments for Crude Oil quality, freight advantage or
disadvantage or port of loading and other appropriate
adjustments, as the case may be, for differences in gravity,
sulphur and other factors generally recognized by sellers and
purchasers, as reflected in crude oil prices, transportation, ninety
(90) days insurance premiums, unusual fees borne by the seller,
and for credit terms in excess of sixty (60) days. It is the intent of
the parties that the value of the Cost Recovery Petroleum shall
reflect the prevailing market price for such crude oil and shall not
be less favorable to CONTRACTOR than the Market Price for
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comparable crude oil and comparable freight applicable to

contractors producing in the A. R. E.

(iti) If either EGPC or CONTRACTOR considers that the Market
Price as determined pursuant to sub-paragraphs (1) or (i1)
hereinabove does not reflect the prevailing Market Price for
crude o1l produced under this Agreement for any month and so
notifies the other party, in the case of (1), within the ten-day
period prior to the beginning of said month, ot in the case of
Differential (c¢), within the fifteen-day period prior to calendar
quarter 1n question, and in the case of (i1), within ten days after
receipt of the proposed alternative crude o1l (s), any party may
propose a modification of the formula and differentials
hereabove, to be discussed between the parties within a period of

thirty (30) days. If the parties fail to agree within said thirty (30)
day period, any party may elect within thirty (30) days thereafter

to submit to a single expert, mutually agreed upon by EGPC and
CONTRACTOR, the question, what price per Barrel, in the
expert's judgment, best represents for the pertinent month the
Market price for the crude oil in question. The expert shall make
this determination as soon as possible following the month in
question. His determination shall be final and binding upon all
the parties. The expert shall be selected in the manner described

below.

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

Parties.

The expert shall be as nearly as possible a person with an
established reputation in the international petroleum industry as
an expert in pricing and marketing crude oil in international
commerce. The expert shall not be a citizen of a country which
does not have diplomatic relations with the A. R. E., the U.S.A.
and Canada. He may not be, at the time of selection, employed
by, or an expert or consultant on a continuing or frequent basis

to, the American Petroleum Institute, the organization of the

—

petroleum Exporting Countries or the Organization of Arab
Petroleum Exporting Countries, or a consultant on a continuing

basis to EGPC, CONTRACTOR or an Affiliated Company of

either, but past occasional consultation with such companies,

with other petroleum companies, GOVERNMENT agencies or
organizations shall not be a ground for disqualification. He may
not have been, at any time during the two (2) years before
selection, an employee of any petroleum company or ot any
GOVERNMENT agency or organization.

Should a selected person decline or be unable to serve as expert
or should the position of expert fall vacant prior to the decision

called for, another person shall be chosen in the same manner
provided in this paragraph. EGPC and CONTRACTOR shall

cqually share the expenses of the expert.

The expert shall make his determination in accordance with the
provisions of this paragraph, based on the best evidence
available to him. He shall review o1l sales contracts as well as

other sales data and iniormatioa but shall be free to evaluate the
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extent to which any contracts, data or information 1S
substantiated or pertinent. Representatives of EGPC and
CONTRACTOR shall have the right to consult with the expert
and furnish him written materials provided the expert may
impose reasonable limitations on this right. EGPC and
CONTRACTOR each shall cooperate with the expert to the
fullest extent and each shall ensure such cooperation of its
trading companies. The expert shall be provided access to crude
oil sales contracts and related data and information which EGPC
and CONTRACTOR or their trading companies are able to make
available and which in the judgment of the expert might aid the

expert in making a valid determination.

(iv) Pending Market Price agreement by EGPC and CONTRACTOR
or determination by the expert, as applicable, the differentials

(A) and (B) agreed for the month preceding the month in
question, and in the case of differential (C), the differential
agreed for the quarter preceding the quarter in question, shall
remain temporarily in effect. In the event either EGPC or
CONTRACTOR should incur a loss by virtue of the temporary
continuation of the Market Price of the previous months, it shall
promptly be reimbursed such loss by the other Party plus simple

interest at LIBOR plus one percent (1%) per annum rate
provided for in Article IV(f) from the date on which the disputed

amount (s) should have been paid to the date of payment.

L. Gas and LPG

1) The Cost Recovery and production shares of (5as subject to a Gas
Sales Agreement between EGPC and CONTRACTOR ( as Sellers )
and EGPC (as Buyer) entered into pursuant to Article VII (e) shall
be valued, delivered to and purchased by EGPC at a price

determined monthly according to the following formula:
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F
PG=0.85x

42.96 x 10°

where:

PG = the value of the Gas in U.S.Dollars per thousand cubic feet
(MCF),

F=a value in U.S. dollars per metric ton of the crude oil of Guif of
suez blend " f.o.b. Ras Shukheir” calculated by referring to
"Platt’s Oiigram Price Report” during a month under the
heading "Spot Crude Price Assessment for Suez Blend" . This
value retlects the total averages of the published high and low

values for a Barrel during such month divided by the number
of days in such month for which such values were guoted. The

value per metric ton shall be calculated on the basis of a
conversion factor to be agreed upon annually between EGPC
and CONTRACTOR.

H = the|{numbar of British Thermal Units (BTU's) per thousand
cubic feet (MCF) of Qas.

In the event that the value of F cannot be determined becauce
Platt's Oilgram Price Report is not published at all during a month,
the Parties shall meet and agree to the value of F by reference to
other published sources. In the event there are no such published
sources or if the value of F cannot be determined pursuant to the

foregoirig for any other reason. the Parties shall meet and agree to a

value of F.

Such valuation of (as undaer the above formula providing for a
fifteen percent (15%) discount is based upon delivery ut the
delivery point spucified in Article VII(e)2(ii) delow, and is >
enable EGPC to firance and maintain the portions of the piveline

distribution: system td te provided by =GPC.
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(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 ): P

PLPG= 095PR- (J x 0.85«x
42.96 x 106

where:
PLPG = LPG price ( separately determined for propane and

butane) in U.S. Dollars per metric ton.
PR = the average over a period of a month of the figures

representing the mid-point between the high and low
prices in U.S. Dollars per metric ton quoted in " Platt’s

LPGaswire”  during such month for propane and

butane f.0.b. Ex-Ref/Stor. West Mediterranean.

J = BTU's removed from the Gas stream by the L.LPG plant per
metric ton of LPG produced.

I = the same value as F under sub-paragraph (1) above.

In the event the Platt's LPGaswire is issued on certain days
during a month but not on others, the value of PR shall be
calculated using only those issues which are published during
such month. In the event that the value of PR cannot be
determined because Platt's LPGaswire is not published at all
during a month, the Parties shall meet and agree ¢n the value of
PR by reference to other published sources. In the event that
there are no such otner published sources or if the value of PR
cannot be determined pursuant to the foregeing oo any other
reason, the Partes shali meet and agree on the valic ot FR by

reference to the vialue of LPG ( propave andg turne | dehverad
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£ o.b. from the Mediterranean area.

Such valuation of LPG is based upon delivery at the delivery
point specified 1n Article VII(e)(2)(iil) below.

(iii ) The prices of Gas and LPG so calculated shall apply during the
same month.

(iv) The Cost Recovery and production shares of Gas and LPG

disposed of by EGPC and CONTRACTOR other than to EGPC
pursuant to Article VII(e) shall be valued at their actual realized
price.

(d) Forecasts

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

international petroleum industry practices.

Operating Company shall endeavor to produce each calendar
semester the forecast quantity. The Crude Oi1l 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 Oil shall be metered or otherwise
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measured for royalty, and all other purposes required by this
Agreement. Gas shall be handled by Operating Company in
accordance with the provisions of Article VII (e) below.

(e} Disposition of Petroleum

(1) EGPC and CONTRACTOR shall have the right and the
obligation to separately take and freely export or otherwise
dispose of, from time to tiume, all of the Crude Oil to which each
1s entitled under Article VII (a) and (b). Subject to payment of
sums due to EGPC under Article VI1I{(a)(2) and Article 1X,
CONTRACTOR shall have the right to retain abroad all funds
acquired by it abroadsincluding the proceeds from the sale of its
share of Petroleum exported.

Notwithstanding anything to the contrary under this Agreement,
priority shall be given to meeting the requirements of the A.R.E
market from CONTRACTOR' s share under Article VII(b) of the
Crude Oil produced from the Arca and EGPC shall have the
preferential right to purchase such Crude Qil at a price to be
determined pursuant to Article VII(c). The quantity of Crude Ol
so purchased shall be a portion of CONTRACTOR' s share under
Article VII(b) of this Agreement. such quantity shall be
proportional to CONTRACTOR' s share of Crude Oil to the total
production of crude oil from all concession areas in the A.R.E.
that are also subject to EGPC's preferential right to purchase. The
payment for such purchased amount shall be made by EGPC in
U.S. Dollars remittable by CONTRACTOR abroad. It 1s agreed
upon that EGPC shall notify CONTRACTOR, at least forty.five
(45) days prior to the beginming of the calendar semester, of the

quantity to be purchased during such semester under this Article
VIl{e) (1)
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(2) with respect to Gas and LPG produced from the Area:

(i) Priority shall be given to meel the requirements of the iocal
market as determined by EGPC.

(ii) In the event that EGPC is to be the buyer of Gas, the disposition
of Gas to the local markets as indicated above shall be by virtue
of long term Gas Sales Agreements to be entered into between
EGPC and CONTRACTOR (as Sellers) and EGPC (as Buyer).

EGPC and CONTRACTOR (as Sellers) shall have the obligation
to deliver Gas to the following point where such Gas shall be

metered for sales, royalty, and other purposes required by this

Agreement:

(a) In the event no LPG plant 1s constructed to process such Gas, the
point of delivery shall be at the flange connecting the
Develoment Lease pipeline to the nearest point on the National
Gas Pipeline Grid System depicted in Annex E, or as otherwise

agreed.

(b) In the event an LPG plant is constructed to process such Gas,
such Gas shall, for the purpose of vaiuation and sales, be
metered, at the inlet to such LPG plant. However,
notwithstanding the fact that the metering shall take place at the
I PG Plant inlet, EGPC and CONTRACTOR (as sellers) shall,
through the Operating Company, build a pipeline suitable for

in Annex "E" hereto:Such pipeline shall be owned in accordance
with Article VIII(a) by EGPC, and its costs shall be financed and
recovered by CONTRACTOR as Development Expenditures
pursuant to this Article VII.
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(11) EGPC and CONTRACTOR shall consult each other 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 shali, as

1S appropriate, be in the vicinity of the National Gas Pipeline
Grid System. The point of delivery of LPG for sales,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 1n accordance with the provisions of this Agreement
unless the Minister of petroleum agrees to accelerated recovery.

(1v) EGPC (as Buyer) shall have the option to elect, by ninety (90)

days prior written notice to EGPC and CONTRACTOR (as
Sellers), whether payment for the Gas which is subject to a Gas
Sales Agreement between EGPC and CONTRACTOR (as
Sellers) and EGPC (as Buyer) and LPG produced from a plant
constructed and operated by or on behalf of EGPC and
CONTRACTOR, as valued in accordance with Article VII(c),
and to which CONTRACTOR i1s entitled 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 Gas Sales Agreement in U.S.
Dollars, freely remittable by CONTRACTOR abroad.

Payments 1n 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 from the Area, or to the extent that such Crude
O1l 1s 1nsufficient, Crude Oil from CONTRACTOR's other
concession arzas in the A.R.E. Such Crude Oil shali be added to
the Crude Oii that CONTRACTOR is otherwise entitled to lift
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under this Agreement. Such equivalent Barrels shall be
calculated on the basis of the provisions of the relevant
concession agreement relating to the valuation of Cost Recovery

Petroleum.

provided that:

aa) Payment of the value of Gas and LPG shall always be made
in cash in U.S. Dollars, freely remittable by CONTRACTOR
abroad, to the extent that there is insufficient Crude Oil
available for conversion as provided for above:

bb) Payment of the value of Gas and LPG shall always be made

in kind as provided for above to the extent that payments in
cash are not made by EGPC ; and

cc) Payments to CONTRACTOR (whether in cash or kind),
when related to CONTRACTOR's Cost Recovery Petroleum,
shall be included in CONTRACTOR' s statement of recovery
of Costs and of Cost Recovery Petroleum referred to in
Article I'V of Annex D of this Agreement.

(v) Should EGPC (as Buyer) fail to enter into a long-tei‘m Gas Sales

Agreement with EGPC and CONTRACTOR (as Sellers) within
five (5) years (unless otherwise agreed) from the date of notice

ot Commercial Discovery of Gas pursuant to Article ITI, EGPC

and CONTRACTOR shall have the right to take and freely
dispose of the quantity of Gas and LPG in respect of which the

notice of Commercial Discovery is given by exporting such Gas
and LPG.
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(vi) The proceeds of sale of CONTRACTOR's share of Gas and LPG
disposed of pursuant to the above subparagraph (v) may be
freely remitted and retained abroad by CONTRACTOR,

(vii) In the event EGPC and CONTRACTOR agree to accept new
Gas and LPG producers to join 1n an ongoling export project,
such producers shall have to contribute a fair and equitable
share of the investments made.

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

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

reserves; and

cc) CONTRACTOR shall, 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 Sales
Agreement or Gas disposal scheme offered to
CONTRACTOR, the relevant technical and economic

factors to enable a commercial contract or scheme are taken
into consideration including:
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- A sufficient delivery rate;

- Delivery pressure to enter the National Gas Pipeline Grid

System at a mutually accepted point of delivery;

- Delivered Gas quality specifications not more stringent

than those imposed or required for the National Gas
Pipeline Grid System; and

- (Jas prices.

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, at the time of the expiration of twelve
(12) years from CONTRACTOR's notice of Commercial
Discovery of Gas, CONTRACTOR and EGPC shall

consult each other on the disposition of the Gas reserves In

respect of which such notice has been given.

It after one hundred and eighty (180) days, EGPC and
CONTRACTOR cannot reach agreement on a
commercially viable scheme to dispose of such Gas
reserves, CONTRACTOR shall, upon request by EGPC,
surrender its rights to such Gas reserves in the related
Development Lease. After such surrender EGPC shall
have the right to award a concession agreement covering

such lease to a third party. If after surrenaer of the Gas
reserves, such (Gas reserves are produced by EGPC and/or
a third party, EGPC shall reimburse CONTRACTOR one
hundred percent (100%) of Exploration Expenditures
related to the discovery of such Gas, to be paid in cash 1n
U.S. dollars out of forty percent (40%) of EGPC's share of

such Gas produced
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(1x) CONTRACTOR shall not be obligated to surrender a
Development Lease based on a Commercial Discovery of Gas, if

Crude Oil has been discovered in commercial quantities in the
same Development Lease.

(f) Operations

If following the reversion to EGPC of any rights to Crude Ol

hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease, or if, following surrender of rights to Gas

hereunder, CONTRACTOR retains rights to Crude Qil in the same
Development Lease, operations to explore for or exploit the
petroleum, the rights to which have reverted or been surrendered (O1l
or Gas as the case may be ) may only be carried out by Operating

Company which shall act on behalf of EGPC alone, unless
CONTRACTOR and EGPC agree otherwise.

(g) Tanker Scheduling

At a reasonable time prior to the commencement of commercial
production EGPC and CONTRACTOR shall meet and agree upon a

procedure for scheduling tanker liftings from the agreed upon point
of export.

ARTICLE VIII
TITLE TO ASSETS

(a) Subject to the provisions herein, upon the Operating Company
coming into existence, CONTRACTOR shall transfer to EGPC, free

of charge, all equipment, installattons and other assets, whether fixed
or moveable (hereinafter "the Assets”), acquired for and charged to
the Petroleum operations conducted under this Agreement prior to the

coming into existence of the Operating Company.
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(b) Not later than six (6) weeks after Operating Company comes into
existence, EGPC and CONTRACTOR shall jointly prepare a list of
the Assets to be delivered to the Operating Company and title to
which shall be transferred to EGPC pursuant to Article VIII(a),

hereabove.

(c) Title to the Assets acquired for and charged to the Petroleum

operations conducted under this Agreement after the Operating
Company has come into existence, shall be transferred automatically

to EGPC as they are purchased or acquired.

(d) CONTRACTOR or Operating Company may freely import into the
A.R.E., use and otherwise control therein, and freely export at the
end of such use, machinery and equipment which CONTRACTOR
or Operating Company owns, rents, leases or subcontracts in
accordance with good international petrroleum Industry practices,
including but not limited to the leasing of computer hardware and

software.

(¢) Notwithstanding anything to the contrary 1n this Agreement,
CONTRACTOR shall have the right to the full use and enjoyment of
the Assets, goods and equipment owned by EGPC pursuant to (a)
and (b) hereof in another concession agreement in the A.R.E. to
which CONTRACTOR is a party. Such use of these Assets, goods
and equipment shall be subject to the approval of the Operating
Company and shall not interfere with activites carried out pursuant

to this Agreement.

(f) Land acquired in the A.R.E. pursuant to this Agreement shall be the
exclusive property of EGPC.
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ARTICLE IX
BONUSES

~ (a) Within thirty (30) days after the Effective Date, ASAMERA shall
transfer to EGPC all geophysical data acquired by it on the
Hurghada Onshore Area. This transfer of data by ASAMERA to
EGPC shall satisfy and be in lieu of any signature bonus which
otherwise might be due by CONTRACTOR for the Area under

this Agreement.
(b) CONTRACTOR shall pay to EGPC the sum of four million

United States dollars (US $4,000,000) as a production bonus
when the total average daily production, produced and saved

from the Area, first reaches the rate of fifty thousand Barrels per
day (50,000 BOPD) of Crude Oil for a period of thirty (30)
consecutive producing days. Such payment shall be made within
fifteen (15) days after CONTRACTOR has been notified by

Operating Company of reaching such production level.

(c) CONTRACTOR shall also pay to EGPC the additional sum of
six million United States dollars (US $6,000,000) as a
production bonus when the total average daily production,

produced and saved from the Area, first reaches the rate of one
hundred thousand Barrels per day (100,000 BOPD) of Crude Oil

for a period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15) days after CONTRACTOR has
been notified by Operating Company of reach