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CONCESSFON AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
- BETWEEN
THE ARAB REPUBLIC OF EGYBT

AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
SHELI WINNING N.V.,

AND
PECTEN EGYPT OFFSHORE WEST COMPANY

"IN THE SHAQIQ AREA OFFSHORE THE WESTERN DESERT

This Agreement made and entered into onthis «-.c-vvoun. day of ..... .
by and betwcen the ARAB REPUBLIC OF EGYPT (hereinafter referred to
variously as “A.R.E.” or as the “GOVERNMENT”), the EGYPTIAN
GENERAL PETROLEUM CORPORATION, a legal entity creatrd by Law No.
167 of 1958 as am>ndcd {(hereinafter refereed to as “EGPC?’), SHELL WINN-
ING N.V.,a company organized and existing under the taws of The Netherlands
and PECTEN EGYPT OFFSHORE WEST COMPANY a company :organized
and existing un'rl'er the laws of (he State of D laware of the United Sté,-te'sf of
America ( both comganles hereinafter ccllectively reff;rred to as “CONTRAC-
TOR” and lndIVIdll’illY as “CONTRAC’"OR MEMBER’“ . -

WITNESSETH

WHEREAS, all minerals including Petroleum, existing: in mines-and quarr1c33
in A.R.E.,, lncludmg the territorial waters, and in the seabed sublcct to its |
jurisdiction and extendmg beyond the territorial waters, are the property of the

State ; and"
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WHEREAS, EGPC has applied for an exclusive concession for the explora-
tion and exploitation of petroleum in and throughout the area referred to'3
in Article II, and described in Annex “A** and shown approximately on Anneﬂ

“B" which are attached hereto and made part hercof (hereinafter referred to

2Ll
a8 the “Area”) ; and

WHEREAS, CONTRACTOR agrees to undertake its obligations provided
/
hereinafter as contractor with respect to the exploration, development

and production of petroleum in said Area : and

WHEREAS, the GOVERNMENT desires hereby to grant such Concession !

and

WHEREAS, the Minister of Petroleum and Mineral Resources pursuant tod
w5
the provisions of Law No. 86 of 1956, may enter into a Concession Agreement’s
with EGPC, and with CONTRACTOR as a contractor in the Area. M

NOW, therefore, the parties hereto agree as follows : b

"y

ARTICLE I
DEFINITIONS

(@) “Exploration’ shallinclude such geological, geophysical, aerial and other
surveys as may be contained in the approved Work Programs and Budgets:'
and the drilling of such shot holes, core holes, stratigraphic tests, holes for
the discovery of Petioleum or the appraisal of Petroleum Discoveries and
otherrelated 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.

t
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(b) *Develcpment’ shall include, twt nct te limited to, allthe operaticns and

activities pursuant to approvcd Woik Pregrams and Budgets under this
Agreement with respect to

(1) the drilling, plugging, decpenirg, sice trackirg, redrilling, ccrrpleting

and equipping of development wells, changing of the status of a
well, and | '

(2) design, engitkering, ccnstructicn, installatic n, cervicitg erd meinterarce
of equipment, lines, systcms facilitics, plents ard relatcd cperaticns to
produce and operate said develcy ment wells, tekirg, savirg, treating,
handling, stering, transperting end deliverirg Petrclaum, represcuirg,

recycling and othcr secondary recc very prejects, end

(3) tragsportaticn, stcrege erd eny cther wak or gotivitics necessaay Cr
anclllary to the activities specified n (1) and (2).

(¢) “Petroleum’ mcans liquid crude cil ¢f varicus densitics, asplelt, ges, casin-
ghead gas and all o‘thcr'hydrccar‘tcn sutsiencesttet ey te fcurnd m, and
produced, or ctherwise cbtained «nd seved from the Arcs urder this Agrie-

ment, and all substances that may be extracted therefrcm.

(d) “Liquid Crude Oil ** or “Crude Oil”’ or “Qil” mcens any h}’drtc.'ail‘cn
produced from the Area which is in a liquid state at the wellkezd cr lecase
separators or which is extractcd frcm the gas cr casinghead gas ina plant,
Such liquid state shall exist at Sixty (60) degrees Fahrenhcit énd atmosp-

heric pressure. Such term includes distil’ate and condensate.

(€) ““Gas” is natural gas both associated and non-asscciated, and all of its
constituent elements prcduced frem any well in the Area (other than

liquefied Ciude OQil) and all non-hydrocarton substances therem. Said
term shall inclyde residual gas.
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(f) “LPG’ means liquefied petroleum gas, which is a mixture of, principally,

propane and butane liquefied by piessure/temperature.

(g) A “Barrel’’ shall consist of Forty-Two (42) United States gallons, liquid mea-

sure, corrected to a temperature of Sixty (60) degrces Fahrenbeit at atmos-

pheric pressuie.

-

(A) (1) “Commercial Oil Well”” means the first well in any geological feature
which aftertesting for a period of not more than Thirty (30) consecutive
days where practical, but in any event in accordance with sound and
accepted industry production practices, and verified by EGPC, is found
to be capable of producing at the average rate of not less than Two
Thousand (2000) barrels of oil pe1 day (BOPD). The date of discovery

of a “Commercial Oil Well”’is the date on which such wellis testec end

completed according to the above.

(2) “Commercial Gas Well'’ means the first well on any geological feature
which after testing for a period of not more than Thirty (30) consecutive
days where practical, but in any event in accordance with sound and
accepted industry production practices and verified by EGPC, is found

to be capable of producing at the average rate of not less than Ten (10)
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=milli§1_'1 s'tand-ard cubic feet of Gas per day (MMSCFD). The date of
discavery of .a “Commercial. (xas Well’) is the date on which such well

is tested and completed agcording to the above.

() “A.RE.” means ARAB REPUBLIC OF EGYPT.

{7) "Eﬁ'ﬁ ctive Date’” meansthe date on which the text of this Agreement is signed

by tﬁe GOVERNMENT, EGPC and CONTRACTOR. after the relevant
Law is issued.

(k) 1 “Year” means anv pericd of twelve (12) months according to the
Gregorian Calendar.

2. " “Calendar Year™ mecans & period of twelve (12) months accerding to
the Gregorian Calendar beizg Ist January through 3(st December.

(/) “Finarcial Year” mecans the Geverrment'’s finencial vear according to the

laws and reguzlatiuns of the A.R.E.

(m  “Tax Year’ means the period of twelve ( 12) months accerding to the laws
and regulaticns ¢f the A.R.F

(n) An “Affiliated Company” mcans a company -

(1) the share capital, conferring a majcrity of votes at stockhclders’ me-

etings of such company, of which is owned directly ot indirectly by a

party hereto;

(2) which is the owner directly or indirectly of share capital conferring a

majority of votes at stocknclders’ meetitgs of a party hcreto: or

(3) whose share capital conferring a majority of votes at stockholders’ me-

etlngs oi such Company and the share capltal co-nferung 2 majonty of

Votes at stockholders mee tings of a party hereto are owned dlrecﬂy or

mdlrecﬂy by the ‘same ~ompany.




NARe A ule N B (B) YY) o —Aa i pdl VA

X F6> (1) oo disllan 45 bl dolus pm (o p i3 (p)
eid Lk Jybily bt bohs Sledi o B> (1) o
Wil AN spdall T LiCan O LS ¢ Jall oolstanys

o @y Gelll 3 (e a LS 0da ol W1 A3l Lekaws 20

P jbo (w) S E:EUM 4.:_.5)) bl 4ol s ( 4

4oy &lLS » (C,)

i LAl Jolily ol bohi Slends oo G165 (#) 30

dabidl A sgdamdl 9T 0 Lae O L..q.lfc‘j_j' |

WA EPRY

© «Tp Gl g e ga LS el oV LT Leus

UL""U‘“ L««J|ublln_9lt|.__h.9“~ (('L.ew(.’: A

uUa.a cL...SJJ‘ dbs L3 QJ.C 4 CLJYIUJ&JJE

oA bshs Sl e B> (¢) 06 X FB
9deell o1 ¢ Wl OB LS ¢ J sl ;,\:;u,'y\r 31

e
oW

.

=

3 e g WS odm o3IV LUt by 90 [ikzel) LS

)l i dakia o S b Tl oy 2l

( AUt §alll )

MY s

et 5Lt LaEWH adn LgusCoy Lehouts 2 w.\ﬁ:.._, ¢ Ty el

¢ g

1y o A3EYY sda B



3’ ‘

(o) “Exploration Block® shall mean an area, the corner points of which have
to be coincident with six (6) minute by six (6) 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”,

{p) “Development B'ock’ shall mean an area, the corner points of which have
to be coincident with three (3) minute by three (3) minute latitude andlongi-
tude divisions, according to the International Grid System where possible o

with the existing boundaries of the Area covered by this Concession Agree-

ment as set out in Annex “A”’.

(9) “Development Lease (s)’’ shall mean the Development Block (s) covering
the geological structure capable of production, the corner points of Which
have to be coincident with three (3) minute by three (3) minute latitude and
longitude divisions, according to the National Grid System where possible
or with the existing boundaries of the Area covered by this Concession

Agreement as set out in Annex “A”.

(r) “Agreement’’ shall mean this Concession Agreement and 1ts Annexes.

(s) “QGas Sales Agreement’’ shall mean a written agreement between EGPC and

CONTRACTOR as sellers (hereinafter referred to as “Sellers’’) and EGPC
as buyer (hereinafter referred to as “Buyer’’) which containsthe terms and

conditions for Gas sales from a Development Lease.

ARTICLE 1l
ANNEXES TO THE AGREEMENT

Annex “A’’1s a description' of the Area covered and affected by this Agree-

ment, hereinafter referred to as “The Area’.
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Annex “B*’ is a provisional illustrative map on the scale of 1,1¢00,000 indi-
cating the Area covered and affected by this Agreement and described in Annex
ilA?i.

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

Annex “D” is the Accounting Procvdure.

Annex “B”’ is a map of the National Gas Pipeline Grid. System establisked
by the Government. The point of delivery for Gas shall be as agreed upon by
the parties under & Gas Sales Agreement which point shall be the flange cennecting

the lease pipeline to the National Gas Pipeline Grid System.

Annexes “A”’, “B” “C”’, “D*’ and ““E”’ to this Agreement are hereby made
part hereof, and they shall be considered as having e qual force and effect with the

provisions of this Agreement.

ARTICLE Il
GRANT OF RIGHTS AND TERMS

The GOVERNMENT hercby grants EGPC and ZONTRACTOR subject
to the .terms, covenants and conditions set cut in this Agreement, which insofar
as the_y. are contraty to or inconsistent with any provisions of Law Ne. 66 of 1953
as amended, shall have the force of Law, an ¢xclusive conces.ion in and to the

Area described in Annexes “A’’ and “B’”.

(a) The GOVERNMENT shall own and be ¢ntitled, as heremafter provided to
a royalty, in cash or in kind, of Ten (10) percent of the total quantity of
Petrole um produced and saved from the Arca duringthe development period
including renewal. Said royalty shall be borne and paid by EGPC and shall
not be the obligation of the CONTRACTOR. The payment of royalties by
EGPC shall not be deemed to result in income attributable to the CONT-
RACTOR.
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(3) An Initial Exploration Period of Four (4) years shall start from the Effective
Date. Two (2) successive extensions to the initial qxplor.ation period

of Two (2) years each shall be granted to CONTRACTOR at its dption, upon
not less than Thirty (30) days prior written notice to EGPC and subject only
to its having fulfilled its obligations hereunder for the then current period.
This Agreement shall be terminated if neither a Commercial Oil Discovery
nor a Commercial Gas Discovery is established by the end of the Eighth (8th)
year of the exploration period. However, such period may be extended at
CONTRACTOR’s option for up to Six (6) months to enable the completion
of drilling and testing of any well actually drilling or testing at the end
of the eighth (8th) year of the exploration period. The election by EGPC
to undertake a sole risk venture under paragraph (c) immediately hereafter

shall not extend the exploraticn period nor affect the terminaticn of
this Agreement as to CONTRACTOR.

¢) “Commercial Discovery” :

() A Commercial Discovery - whether of QOil or Gas - may consist

of one producing reservoir or a group of producing reservoirs which 1is
worthy of being developed commercially. After discovery of a Com-
mercial Oil or Gas Well, CONTRACTOR shall, unless otherwise agreed
upon, undertake as part of its Exploration program the appraisal of the
discovery by drilling one or more appraisal wells, to determine whether
such discovery is worthy of being developed commercially, taking into
consideration the recoverable reserves, production, pipeline and termi-
nal facilities required, estimated Petroleum prices, and all other relevant

technical and economic factors.

(li) The provisicns laid down herein postulate the unity and indivisibility
of the concepts of Commercial Discovery and Development Lease.

They shall apply uniformly to Oil and Gas unless otherwise specified.
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“(iil) CONTRACTOR shall give notice of a. Commercial Discovery to EGPC
immediately after the discovery is considered by CONTRACTOR to

be worthy of commercial develcpment but in any event with respect to
2 Comm roial Oil Well aot later than the completion of the second
explotation appraisal well, or Twelve (12) months fouawmg the date of
the discovery of the Commercial Oil Well, whichever is earher, or w:lth
tespect to a Commercial Gas Well not latef than Twenty-four (24)
months following the date of the discovery of the Commercial Gas Well
{(unlcss EGPC agtees that such period may be extended), except that
CONTRACTOR shall also have the right to give such notice of
Commeteial Discovery with respect to any feSeTYCir OF Teservolirs evea
if the weil or wells thereon are not “Commercial’? within the definition
of “Commercial Well*” if, in its opinion, a reservoir or a group of
rescrvoiry, cons1dered collectively, 'cou]d be worthy of commercml

development.,
CONTRACTOR may also givé a upﬁce of Commercial Oil DlSCOVEl‘y

in the cvent it wishes to undertake a ghs recjrcllng project.

A notite of Commercial Gas Discovery shall contain all detailed parti-
culars of the discovery and especially the area of Gas Reserves, the
estimatcd i oduction potential and p'rc-ﬁlf and field hfe.

Fellowing receint of a notice of a Commercial Qil or Gas Discovery,

- EGPC and CONTRACTOR shall meet and review all appropriate data

(rv)

with a view to mutually agrecing upon the existence of a Commercial

Diccovcry. The date of Commercial Discovery shall be the date

= GPC and CONTRACTOR agree that a Commercial Discovery exists.

(f Crode Oil is discovered but is not deemed by CONTRACTOR to be
1 Comsmereial '0i1 Discovery under the above provisions of this para-

graph {c), EGPC shall, Twelve (12) months after the expiration of the
period specificd above within which CONTRACTOR can give notice

of Commercial Disccvery, or Tweaty Four (24) months after the comple-
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tion of a well not cons:dered to be a “Commercial Oil Well”” have. the
right, following Sixty (60) days notice in writing to CONTRACTOR, at
its sole cost, risk and expense, to develop, produce and dispose of - all
Crude Oil from the geological feature on which the well has been drilled.
Said notice shall state the specific area covering said geological feature
to be developed, the wells to be drilled, the production facilities to be
installed and EGPC’s estimated cost thereof. Within Thirty (30) days

after receipt of said notiee CONTRACTOR may, in writing, elect to
develop such area as provided for in the case of Commercial Discovery

hereunder. In such event all terms of this Agreement shall continue

to apply to the specified area.

If CONTRACTOR elects not to develop such area, the specific arca
coverirg said geologicalfeature shall be set aside for sole risk operations
by EGPC. Such area to be .mutually Yagreed upon Dy EGPC and
CONTRACTOR on the basis of good petroleum industry practices. In

the event Operating Company has come into existence EGPC shall be

entitled to have Operating Company perform such operations for it g.t!'
BEGPC’s sole cost, risk and expense. When EGPC has recOV¢£ed _ﬁ'om
the Crude Oil produced from such specific area a quantity of Crude Oil
equal in value to Three Hundred (300) percent of the cost it has incur-
red in carryiug out the sole risk operations, CONFRACTOR shall have
the option, only in the event there has been a separate Commercial Oil
Discovery clsewhere within the Area, to share in further development
and production of that specific area upon paying EGPC One Hundred

(100) percent of such costs incurred by EGPC.

Such One Hundred (100) percent payment shall not be recovered by
CONTRACTOR. Immediately following such payment the specific

area shalleither (i) revert to the status of an ordinary Development Lease

under this Agreement and thereafter shall be operated in accordance

with the terms hereof ; or (ii) alternatively, in the ecventthat at such time

EGPC or its affiliated company is conducting development operations
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in the area at its sole expense and EGPC =lects to continue operating,
the area shall remain set aside and CONTRACTOR shall only be enti-
tled to its production sharing percentage of the crude oil as specified in
Article VII (b) below. The sole risk Crude Oil shall be valued in
the manner provided in paragraph (c) of Article VII. In the event of
any termination of this Agreement under the provisions of Article IIT
(b) above,this Agreementshall however continue to apply to EGPC’s
operation of any sole risk venture hereunder ~ithough such agrcement
shall have bzen terminated with respect to CONTRACTOR pursnant
to the provisions of Article {II (b) above.

{d) Convwersicn to a Develepment Lease :

(i) Following a Comms:rcial Oil Discovery or a Commercial Gas Discovery
the extent of the whole area capatle of preduction to be covered by a
D:velopment Lease shall be mutuslly agreed uponby EGPC and CON-
TRACTOR and be subject to the approval of the Minister of Pctroleum
and Mineral Rescurces. Such arca shall be converted automatically
into a D:velopment Lease without the issue of any additional legal ins-

trument or permissiodl.

(1) Following the conversion of an area to a D.velopment Lease based on
4 Commercial Gas Discovery (or upon the discovery of Gas in 2 Develo-
pment Lease granted faﬂowmg a Commercial Oil Discovery ) EGPC
shall make efforts to find tl“e adequate lccal markets capatle cf zbsor-

e bmg the pmductlon of Gas and shall advise CONTRACTOR of the
potentizl outlets fc r such Gas, and the expected anrnual schedule of
demand. Thereafter, EGPC and CONTRACT OR shzll meet with a -
vicw to assessing whether the outlets for such Gas and cther relevant
factors warrant the dewlepment and production ofthe Gas and incase
of agxeement the Gas thuq made available shall be disposed of to EGPC

undf:l a long—term SalﬁS Agreement in accordance wnh and subject to .
the condltlons set forth in Artrcle v below.
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(/i) The development period of each Development Lease shall be

as follows

(ag) In respect of a Commercial Oil Discovery, Twenty (20) years from the
date of such Commercial Discovery plus the Optional Extension Period
(as defined below) provided that, in the event that, subsequentto the
conversion of a Commercial O1l Discovery into a Development

Lease, Gas is discovered in the same Development Lease and
is used or is capable of being used locally or for export hereunder,

the period of the Development Lease shall be extended only with
respect to such Gas, LPG extracted from such Gas and Crude
Oilin the form of Condensate produced with such Gas for
Twenty (20) years from the date of first deliveries of Gas locally
orfor exportplus the Optional Extension Period (as defined below)
provided that the duration of such Development Lease based on the
‘Commercial Qil Discovery may not be extended beyond Thirty-Five (35)
years from the date of the Commercial Oil Discovery unless otherwise
agreed upon between EGPC and CONTRACTOR and subject to the

approval of the Minister of Petroleum and Mineral Resources.

CONTRACTOR shallimmediately notify EGPC of any Gas Discovery

but shall got be required to apply for a new Development Lease in
respect of such Gas.

(5b) In respect of a Commercial Gas Discovery, Twenty (20) years from the
date of first deliveries of Gas locally or for export plus the Optional
Extension Period (as defined below) provided that if subsequent to the
conversion of a Commercial Gas Discovery into a Development Lease,

Crude Oilis discovered in t he same Development Lease. CONTRACTOR’s
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share of such Crude Qil from the Dewlopment Lecase (except LPG
extracted from Gas or Crude Oil in the form of Condensate pmduccd
with Gas)and Gas associated mth such Crude Oil shallrevert entirely to

EGPC upofj. thelapse of Twenty (20) years fromthe date of such Crude
Qil Discovery, plus the optional Extensicn Pericd (as de fine d belew).

Notwith:tanding any thingto the contrary under this Agreement the dua-
tion of a Development Lease bascdcna Ccmmerctal Gas Discovery shall

in no case exceed thirty-five (35) years from the date of such Commecrcial

Discovery.

CONTRACTOR shall immediately notify EGPC of any Ol Dssoowery
but shalinot be re quiredto apply for a new Developyment Lease 1nrespect
of such Crude O1l.

The “Optional Extension Pericd” shall mean a pericd of Five (5) years
which may be elected by CONTRACTOR upen Six (6) months written
notice to EGPC prior to the cxpity of the rele vent Tweaty (ID) year period.

() Development operations shnll upon the issuance ofa Dcvelopmt nt Lcaw
granted fﬂllowmg a Commemal oil DIECG\'(‘I}’ be started premptly by
Dpcratlng Company and be cenductcd in accordance with good oil field
practices and accrptcd petroleum engineering principles, until the Held is
considered to be fuﬂy deweloped, it being understced that if assocwaied Zns is
not utilize d, FEGPC and CONTRACTOR shallnegotiate m geod faith on the
best way to avoid impairing the prc ductionin the interests of the ,partics,'

In the event no Commercial Production of Oilin regular shipments is establi=
shed in any Development Block within Three (3) years frem the date of the
Commercial Discovery, such Develorment Block shell immedratelybe relinqu-
ished. However, such Three (3)year pericd maybe extendedbtyan additional
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period not exceeding rOne (1) year subject to the approval of the Minister of
Petroleum and Mineral Resources. Each Development Block in a Develo-
pment Lease being partly within the radius of drainage of any producing well
in such Development Lease shallbe considered as participating inthe Commer-

cial 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 ofthe Gas, whether for export asreferredto in Article VIIbelow or
otherwise, be started promptly by Operating Company and be conducted in
accordance with good gas field practices and accepted petroleum engin€ering
principles and the provisions of such agreement or scheme. In the event no

Commercial Production of Gas is established in accordance with such agre-

ement or scheme, the Development Lease relating to such Gas shall be

relinquished, unless otherwise agreed upcn by EGPC.

(f) CONTRACTOR shall bear and pay all the costs and expenses reguired

in carrying out all the operations under this Agreement but such costs and

expenses shall not include any interest on investment.

CONTRACTOR shalllook only to the Petroleam to which it isentitled under

this Agteement to recover such costs and expenses.

Such costs and expenses shall be recoverable as provided in Article VI

During the tetm of this Agreement and its renewal, thetotal production

achieved in the conduct of such operations shallbe divided between EGPC
and CONTRACTOR in accordance with the provisions of Article VIL

(g) 1. CONTRACTOR shall be subjectto Egyptian income tax laws and shall
comply with the requirements of such laws with respectto the filing of

retu ns, the assessment of tax, and keeping and showing of books and

records.
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2. CONTRACTOR’s annual income for Egyptian Income Tax purposes

underthis Agreement shall be an amount calculated as follows :

Thetotal of the sumsreceived by CONTRACTOR from the sale or other

disposition of all Petroleum acquired by CONTRACTOR pursuant to
Article VII, paragraphs (2) and (b);

Reduced by
. The costs and expenses of CONTRACTOR:

1. the value as deteimined accerding to paragrarh (c) of _Article V1T,
of EGPC’s share o0 i1e Exe-ss Cost Recovery Petroleum repaids to'

EGPCin cash or ﬁz*x kind, if any,
plus:

An amount equal to CONTRACTOR’s Egyptian Income Trxcs

rossed up in the manner shown in Annex D Article V1.
8 P

For purposes of above tax deductions in any Tax Year, paragraph (a) of
Article VII shall apply only in respect of classification of costs and

expenses and rates of amortization, without regard to the percentage

limitation referred to in the fiist paragraph of Article VII (2) (1). All

costs and expenses of CONTRACTOR in conducting ‘the operations

under this Agreement which ate not controlled by paragraph (a) of

Articte VII as above qualifi:d shall be deductible in accordance withﬁ
the provisions of the Egyptian Income Tax Iaw.

3. EGPCshall assum:, pay and dischatge, in the name and on behalf of
CONTRACTOR, CONTRACTOR’s Egyptian Income Tax out cf

EGPC’s share of the Petroleum produced and saved and not used in

opefations under Article VII.

Alltaxespaid by EGPCinthe nams and on behalf of CONTRACTOR
shall be considered income to CONTRACTOR.
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4. EGPC shall furnish to CONTRACTOR the proper official receipts
evidencing the payment of CONTRACTOR’s Egyptian Income tax for
cach Tax Year within Ninety(90) days following the receipt by EGPC of
CONTRACTORs tax declaration for the preceding Tax Year. Such
receipts shall be issued by the proper Tax Authorities and shall state

the amount and other particulars customary for such receipts.

3+ As used herein, Egyptian Income Tax shall be inclusive of all income
taxespayable inthe A.R.E. (including tax ontax)suchasthe tax onincome
from movable capital and the tax on profits from commerce and industry
and inclusive of taxes based on income or profits including all dividends,
withholding with respect to share holders and other tsxes imposed by

the Government of A.R.E. on the distribution of income or profits
by CONTRACTOR.

é. Incalculatingits A.R.E. Income Taxes, EGPC shallbeentitled to deduct
all royalties paid by EGPC to the GOVERNMENT and CONTRA-

CTOR’s Egyptian income tax paid by EGPCon CONTRACTOR's
behalf.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES

DURING EXPLORATION PERIOD

(@) CONTRACTOR shall commence Exploration operations hcreunder not later
than Six (6) months after the Effzctive Date. Not later than the end ofthe
Fifteenth (15) month after the Effective Date, CONTRACTOR shall start
exploration drilling in the Area, with a commitment of drilling One (1) well
during theinitialexploration period. EGPC shallmake available for CON-
TRACTOR’s use all seismic, wells and other exploration datain EGPC’s

possession with respectto the Area.
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{b) The initial exploration period shall be Four (4) years. CONTRACTOR may
extend this exploration period for Two (2) additional periods of Two (2)-
years eﬁch in auccordance x;fith Article iII (b), each of | which upon at
leasta Th}i.rty (30) day prior written gotice to EGPC and subject to CONTR;

ACTOR having fulfilled expenditure of its minimum exploration obligations

and of its fulfillment of the drilling obligatiocns hereunder for thethen

current period.

CONTRACTOR shall spend a minimum of Six (6) million U.S. Dollars
(U.S.3. 6, 000, 000) on Exploration operations and activities 1csatea chereto

during the initial Four (4) year exploration pen’oﬁ ; provided that CONTRA;
CTOR shall drill One (1) well. For each Two (2) year period that CONTRA-
CTOR 1lects to extend beyond the mltlalexPloratmn period CONTRACT OR
shallspend a minimum of Six (6) million U.S. Dollars (U.S. $ 6, 000,000) and
shalldrillone (1) wellduring the firstextension and shallspend a minimum of

Six (6) million U.S. DJHHI‘S (U.S. 8 6,000,000) and shall drlll One (I) well

during the second extensmn

Should CONTRACTOR sepend more than the minjmum amount required

to be expended or drill more wells than the minimum required to be

drilled during the initial Four (4) year exploration period or during any

period théreafter, the excess may be Isfubtract'ed from the minimumr amount
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of money required to be expended by CDNTRACI‘ OR ﬁr mi'_nimum number
of wells required to be drilled during any succeeding exploration period or

periods, as the case may be.

Incase CONTRACTOR surrendersits Exploration rightsunderthis Agree ment
as set forth above before or at the end of the Fourth (4th) year of the initial
period, havingexpendedless thanthetotal sumof Six million U.S. Dollars
(US. § 6,000,000) on Exploration or in the event at the end of the Four (4)

years CONTRACTOR has expendedlessthansaid sum inthe Area,an amount
equal to the difference between the said Six (6) million U.S. Dollars and the
amount actually spenton Exploration activitiesshall be paid by CONTRA-

CTOR to EGPC atthe time of surrendering o1 within Three (3) months from
the end of the Fourth (4th) year of the initial exploration period, as the case
may be. Any expenditure deficiency by CONTRACTOR at the end
of any additional period for the reasons above-no ted shall similarly result in
a payment by CONTRACTOR to EGPC of such deficiency. Provided this
Agreement is stillin force as to CONTRACTOR, CONTRACTOR shall be

entitled to recover any such payments as Exploration Expenditure in the
manner provided for under Article VILin the event of Commercial Production.

Without prejudice to Article I (b), in case no Commercial Oil Discovery is

established or no notice of Commercial Gas Discoveryis given by theend of

the Eighth (8th) Year, or in case CONTRACTOR surrenders its exploration
obligations under this Agreement prior to such time, EGPC shall not bear
any aforesaid cxpenses spent by CONTRACTOR.

(¢) Atleast Four (4) months prior to the beginning of each Financial Yearor at
such othertimes as may mutual]y be agreedto by EGPCand CONTRACTOR

CONTRACTOR shall prepare an Exploration Work Program and Budget for
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~ Area setting forth the Expleraticn opfrat_ic ns which CONTRACTOR
proposes to carry cut during the ensuing year. During each Exploration
Period, such Work Programs and Budgets teken together shall ke at least
sufficient to satisfy CONTRACTOR’s minimum ¢Xpendrture obligatiorns for

the period it covers, taking into acce ynt any credits for excess drilling or
expenditures by CONTRACTOR in pricr exploraticn pericds.

The Exploration Work Prc grem end Budget shallbe reviewed ty a joint com-

mittce to-be established by EGFC and CONTRACTOR after the Eficctive
Date of this Agreement. This Ccmmittce, hereinefter referred to as the
“Exploration Advisory Committee’” , Shall ccnsist of Eight(8) memte:s, Four
(4) of whom shallbe appointed ty EGFC ard Fcur (4)ty CONTRACTIOR.
The Chairman ofthe Exploration Adviscry Ccrmittee shall te designated ty

EGEC from among the members appcintcd byit, The Fxploraticn Adviscry
Committee shallievicw and gwe such advlce as it dee ms aplzmprlate with
respect to the propcsed Werk Prc gremand Budget. Fellcwing revicw by the
Exploraticn Advisory Committce, CCNTRACTOR shall mzke cuch re VISic ns
as CONTRACT OR decms appropriate and sutmit the Exploraticn Work

Program and Budgct to EGPC for its approval. Folcwing such approval,
it 1s further agreed that ;

(1) CONTRACTOR shall not substantially revise or medify said” Work
Program and Budget nor reduce the approved budgeted expenditure
without the approval of EGPC.

(2) Inthe event ofc mergencics invelving danger of loss of lives o1 property,
CONTRACTOR may expend such additional unbudgeted amounts as
may be required to alleviate such denger. Such expenditure shall be
considered in all respects as Exploration ¢xpenditure and shall be

recovered pursuant to the provisions of Article VII hereof.
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(&) CONTRACTOR shall advance all necessary funds for all materials,
equipment, supplies, personnel, administration and operations pursuant to
the Exploration Work Program and Budget and EGPC shallnot be responsible

to bear or repay any of the aforesaid costs.

(¢) CONTRACTOR shall be responsible for the preparation and performance of

the Exploration Work Program which shall be implemented in a workmanlike

manmner and 1n consistence with good industry practices.

Except as is appropriate for the processing of data, specialized laboratory,
enginecring and developmentstudiesthereon, to be made in specialized centers
outside A.R.E., all geological and geophysical studies as well as any other

studies related to the performance of this Agreement, shall be made in the
A.R.E.

CONTRACTOR shallentrust the management of Exploration operations in
the A.R.E. to its competent General Manager and Deputy Genera! Manager.
The names of such Manager and Deputy General Manager shall upon appoi-
ntment, be forthwith notified to the GOVERNMENT and to EGPC. The
General Manager and in his absence, the Deputy General Manager, shal
be entrusted by CONTRACTOR with sufficient péwers to carry out immedi-
ately alllawful written directions given to them by the GOVERNMENT or
its representative under the terms of this Agreement. Alllawful regulations
issued or hereafter to be issued which are applicable hercunder and not in
conflict with this Agreement shall apply to CONTRACTOR.

(/) CONTRACTOR shall supply EGPC, wthin Thirty (30) days from the end
of each calendariquarter, with a Statement of Exploration Activity showing
costs incurred by CONTRACTOR during such quarter. CONTRACT OR’s
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records and necessary supporting documents shaH be availablc for inspecticn

by EGPCat anytime during regular working howrs for Thrce (3) months from

the date of receiving each Statement.

Within the Three (3) months from the date of receiving such Statement, EGPC
shall advige CONTRACTOR in writing if it considers -

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

(2) thatthe costs of gnods or services supplied are not inline with the intern-
ational marksat prices for goods or services of similar quality supplied
on similar terms prevailing at the time such goods or services were
supplied provided, however, that purchases made aﬁd services performed

within A.R.E. shall be subject to Artizle XXV:

(3) that the condition of the materials furnished by _CONTRACTOR does

not tally with their prices: or

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

CONTRACTOR shall confer with EGPC in connection with the problem

{

thus presented, and the parties shall attempt to reach a settlement wkich

[ 8 mutually satisfactory. Any reimbursement due to EGPC out of the

Co{st Recovcry Pctmlﬁum as a result of reaching agreement or of

an arbltral award shall be promptly made in cash to EGPC, plus

simple ;ntewst at LIBCR plus Two-and-a-half (2-5) percent per

annum from the date on which the disputed amount (s) would

have been paid to EGPC according to Article VII (a) (2) and ANNEX
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“D” (i.c. the date of rendition of the relevant Cost Recovery Statement) of

this Agreementto the date of payment. The LIBOR rate applicable shall be
the average ofthe ﬁgi.lre or figures published by the Financial Times represen-3

ting the mid-points of the rates (bid and ask) applicable to onc-month U.S.
dollar deposits in the London Interbank Eurocurrency Market on cach

Fifteenth(15th) day of each month occurring between the date on which the
di.'iputed amount(s) would have been paid to EGPC and the date on which

it is settled.

Ifthe LIBOR rate is available on any Fifteenth (15th) Day butis 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 otherleading banks in the
London Interbank Eurocurrency Market for one-month U.S. dollar deposits.

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

be that quoted on the next following day on which such rates are quoted.

If within the time limit of the Three (3) month period provided for in this
paragraph, EGPC has not advissd CONTRACTOR ofits objection to any

Statement, such Statement shall be considered as approved.

(2) CONTRACTOR shall supply all funds necessary for its operatio_ns in A.R.E.
under this Agreement in freely convertible currency from abroad. CONTRA-
CTOR shallhave the right to buy Egyptian curréncy whenever required and
the conversion shallbe made at the local banks in the A R.E. according to the

Official A..R E.réte of exchange,
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(h) EGIiE is authorised to advance to CONTRACTOR the Egyptizn currcrcy
required for the operations under this Agreement 2gainst receiving from
CONTRACTOR an equivalent amount of U.S. Dollars at the official
A.R.E. rate of exchange, such dollars to be deposited in ank GFC account
abroad with a correspondent bank of the National Bark of Egypt, Cairo.
Withdrawals from said account shall be used for financing EGFC’s and its
Affiliates foreign currency requirements subject to tke approval of the

Minister of Petroleum and Mineral Resources.
ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

(a) MANDATORY

At the end of the Fourth (4th) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a totalof Twenty
Five (25) percent of thé Areanotthenconvertedtoa Devilepmert Icase or
Leases. Such relinquishment shall be in units of whole Exploration
Blocks or parts of Exploration Blocks not converted to Development

Leases so as to enable the surrcnder requirements to be preciscly

fulfilled.

Atthe end of the Sixth (6th) year after the Effective Date hereof, CONTRA -
CTOR shallrelinquish an additional Twenty Five (25) percent of the Area

not then converted to a Development Lease or Leases. Such relinquishment
shall be in units of whole Exploration Blocks or parts of Exploraticn Blccks

not converted to Development Leases so as to enable the surrendes re quire m-

ents to be precisely fulfilled.

Without prejudice to Article IIT and XXIX or the last three paregrar ks cf this
Article V (a) at the end cf the Eighth (8th) yezr ¢f the Explcraticn pdic df
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(7 EGI;‘G is authorised to advance to CONTRACTOR the Fgypticp corr¢Ecy

(a)

required for the operations under this Agreement egainst receiving from
CONTRACTOR an equivalent amount of U.S. Dollars at the official
A.R.E. rate of exchange, such dollars to te derosited in anE GFC account
abroad with a correspondent bank of the Natioral Bsrk of Fgypt, Cairo.
Withdrawals from said account shall be used for finzncing EGFC’s and its

Affiliates foreign currency recquirements subject to the approval of the

Minister of Petroleum and Mineral Resources.
ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the Fourth (4th) year after the Effective Date hereof,
CONTRACTOR shall relinquish to the GOVERNMENT a totalof Twenty
Five (25) percent of fhf:i' Areanotthenconvertcdtoa Devclermert Icace or
Leases. Such relinquishment shall be in units of whole Exploration
Blocks or parts of Exploraticn Blocks not converted to Development

Leases so as to enable the surrcnder requirementS to be precisely

fulfilled.

Atthe end of the Sixth (6th) year after the Effective Date hereof, CONTRA-
CTOR shallrelinquish an additiopal Twenty Five (25) percent of the Area

not then converted to a Development Lease or Leases. Suchrelinquishment
shall be in units of whole Exploration Blocks or parts of Exploraticn Blccks

not converted to Development Leases so as to enable the surrender re quire m-

ents to be precisely fulfilied.

Without prejudice to Article IIT and XXIX or the last threerarzgrapks cfthis
Article V (a) at the end of the Eighth (8th) ycar c¢f the Explcrat’cn peric df
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CONTRACTOR shall relinquish the remainder of fhe Arca not then
gonverted to a Development Lease or Leases.

(tis understood that atthe time of any relinquishment the areas to be converted
into Development Leases and which' are submitted to the Minister of
Pertroleum and Mlneral Resources for_l_aié approval according to Article’
I (d) shall, subject to such approval, be deemed converted to Develdpméﬁt'

Leases.

CONTRACTOR shall not be required to fclinquish any ]éfoImjation Block
or Blocks on which a Commercial Qil or Gas Well is discovered before the
period of time referred to in Article III (c) of this Agreement given to
CONTRACTOR to determine whether such Well is a Commercial

Discovery worthy of development.

[n the event at the end of any exploration period, a wellis actually drilling
ot testing, CONTRACTOR shall be allowed up toa six (6) month period to

enable it to establish a commercial Discovery.

(®) Voluntary

CONTRACTOR may, voluntarily, during any period relinquish all or any
partofthe Area in Blocks provided that at the time of such voluntary reling-
uishmentits exploration obligations under Article ]V paragfaph (b) have been
satisfied for such period.

Any relinquishments hereunder shall be credited toward the mandatory provi-
sions of Article V paragraph (a) above.

Pollowing Commercial Discovery, EGPC and CONTRACTOR shall
mutually agree upon any area to be relinquished thereafter, except for the
relinquishment provided for above at the end of the total exploration period.
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ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and CONTRACTOR shall form in the
A.R.E. an operating company which shall be named by mutual agreement
between EGPC and CONTRACTOR and such name shall be subject to the
approval of the Minister of Petroleum and Mincral Resources ( hereinafter
referred to as “Operating Company’’). Said company shall be a private
sector company. Operating Company shall be subject to the laws and
regulations in force in the A.R.E.to the extentthat suchlaws and regulations

are not inconsistent with the provisions of this Agreement or the Charter of
Operating Company. |

However, Operating Company and CONTRACTOR. shall, for the puspose
- of this Agréement, be exempted from the following laws and regul.atiom.;gs

) now or hereafter amended or substituted ;
—_ Lan; No. 97 of 1976, organising dealings iﬁ foreign curréncies ;
Law No.- 48 of 1§78, on the staff fegulatiam of Pﬁblic Companics ,
- Law No. 159 of 1931, pro_mulgatiﬁg the law on joint stock uon;pani;g.,

partnershiplimited by share companies and limited liability companies §

and *

— Law No. 97 of 1983 promulgating the law concerning public sector’s

authoritiecs and companies.

(8) The Charter of Operating Company is hereto atteched as Annex*C”. Wi
" thin Thirty (30) days after the date of Commercial Oil Discovery or within
Thirty (30) days after signature of a Gas Sales Agreement or commencement

of a scheme to dispose of Gas (unless otherwise agreed upon by EGPC and
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(¢)

(d)

CONTRACTOR), the Charter shall take effect and Operating Company
shall automatically come into existence without any further procedures.

The Exploration Advisory Committee shall be dissolved fortkwith uren the

coming into existence of the Operating Company.

Ninety (90) days after the date Operating Company comes into existénce ip
accordance with paragraph (b) above, it shall prepare a Work Program and
Budget for further Exploration and Development for the remamnder of the
year in which the Commercial Discovery is made ; and not later than Four
(4) months before the end ofthe current Financial Year (or such other date
as may be agreed upon) and Four (4) months preceding the commence ment
of each succeeding Financial Year thercafter (or such other date as may be
agreed upon) Operating Company shall prepare an amiual Production : Sche-
dule, Work Program and Budget for further Exploration and Development
for the succeeding Financial Year. The Production Schedule, Work Program
and Budget shall be submitted to the Board of Directors for Apprelval. -

Not latér than the Twentieth (20th) day of each month, Operating Ccmpany
shall furmsh to CONTRACTOR a written cstimate of its total cash rcquue

ments for expenditure for the first half and the second half of the succeedmg
month expressed in UsS. Dollars having regard to the approved Budget.

Such estimate shalltake into consideration any cash expected to be on hand

at month- end .

Payment for the appropriate pertod of such month shall be made to the cor-

respondent bank designated in paragraph (¢) below onthe : First (Ist) day and
Fifteenth (15th) day respectively, or the next following business day, if such

day is not a business day.
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() Operating Company is autiiorised to kzep atits own disposal abroad in an
“account opened with a correspondent bank of the National Bank of Egypt,
Cairo, the foreign funds advanced by CONTRACTOR. Withdrawals from

~ said account shall be used for payment for goods and services acquired abroad

... and foriransferring to a local bank inthe A.R.E. therequired amount to meet

cxpenditures in Egyptian Pounds for Operating Company in connection
with its activities under this Agreement,

Within Sixty (60) days aftcr the end of each Financial Ycar, Operating Come
| pany shall submit to the appropriate exchange control authoritics in the
A.R.E.a statement,duly coriifi d by a recognized firm of auditors, showing
the funds crodited to that account, the dishursemcnts made out of that

account and the balance outstanding at the end of the year.

(f) If and orf as izng lir.ag the seriod of produciion operdations there exists
any ¢xcess capacity tn facilities which eannot during the period of such ex-
cess be used by ths Operating Company, EGPC and CONTRACTOR will
consult:ogstherio fiad a mitaalty agreed formula whereby EGPC may use
the excess capacity if it so desives without any unreasonablc financial or
operationnal disadvantage to the CONTRACTOR.

ARTICLE V11
RECOVERY OF COSTS AND EXPINSES
AND PRODUCTION SHARING

(8) (1) Cost Recovery Petroleum

gubject to the auditing provisions under this Agreement, CONTRA-
CTOR shall recover all costs and expenses in respect of all the
Exploration, D:velopment and related operations under this Agreement
to theextent and out of Forty (40) percent quarterly of all Petroleum
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produced and saved from all Development Leases within the Area he-

reunder and not used Jin Petroleum operations. Such Petroleum is
hereinafter referred to as “Cost Recovery Petroleum’",

For all Exploration, Development Jand production hereunder, such costs
and expenses shall be recovered from Cost Recovery Petroleum inthe follo=

wing manner :

i Operéting expenses, incurred and paid after the date; of initial Commer-
cial Production, which for the purposes of jthis YAgreement shall mean}
the date on which the first regular shipment of Crude Oil or the first deli-
veries of Gas are mﬁde, shall be recoverable either in {the Tax Year ib
which such costs and expenses are incurred and paid or the Tax Year

in which initial Commercial Production occurs, whichever is the later
date.

ii. Bxploration expenditures including those accumulated prior to the
commencement of initial Commercial Production, which for the
purposes of this Agrecment shall mean the date on which the first
regular shipment of Crude Oil or the first deliveries of Gas are | made,
shall be recoverable at the rate of Twenty §(20) percent per annum
starting :ither in the Tax Year in which such expenditur¢sare incurred
aﬁd paid or the Tax Year in which initial Commercial Production coms

mences, whichever is the later date.

1. Development expenditures, including those accumulated prior to the

commencement of initial Commercial Production which for the purpose

of this Agreemsnt shall mean the date on which the first regular

shipment of Crude Oil or the first deliveries of Gas er¢ mece, hall b

recoverable at the rate of Twenty (20) percent per annum starting in
the Tax Year in which such expenditures are incurred and paid or the,
Tax Year in which initial Commercial. Production commences, whichever

is the later date.



YA LU')L Ao U’ {CZ'B- ) \\ 3-\-.“ —— 4:4...-:_}‘ ;J‘:.J?‘” ?t

;._Jb_j_/-.a.uj| g_aJw‘ ;_,.:Kdi 4._.-...1_,-47 4-_..- %ﬁduuﬁf_t
‘\.a.aL.J\ (}"’) 4 (T) 3 (\) ;._.:i_’a.ﬂ.n Pl(b-‘ i god lbb‘.}f....a] ._,}]JJ‘ ;_;lﬂ.a.J‘ _,!
R 'ir,_,;,n R OO0 | P IO T T PN EYCS g P £\ 1 | ;31; L.,_*,;m
43l5Y! sin slad! aa Jb 410 L«“JVJY\L’]&éJALGL! QT‘)
i o J_’lﬂ.‘..u ‘l:....-..“t

onObidty Dby ally CAICH 4 KD diadl wass oW 0
QW Shedball Gk ¢ sl FUN

. C’.a:.‘.u: 4o o u:.aﬁj/.a.lij &.E::”.(j] Cra:» (..f“”- q C.‘.:a.“ Olag ) (\)

b anla)l by ally szUCJl fm s« acil Slds (¥)
’ ,I..»_.-...J_' s | L_JlB_’J.ﬂ.-O .#Ll.f':...nE

&w‘}_-.ﬁﬁjfa“_, LA.:JK'.'.“ p—r> u...n;' £ ‘}.A—'E'Ji C.r“;_,.no ) (\"’)
NI PRI L PR | s | K _,ﬁﬂ {5‘,1:;5\ rL‘Jl C:_,I:‘ Asy 1u_li

Aol S A0 Jots i) Sl OB ¢ Jl Qﬁ s
Db Lo b et W LTy ¢ Lilaes J40M

.J,..a&‘l 91 K W-30% ) S IR 1] PO It (PRt | [ SN TS I ¢ JLL Lot
¢ uLh-l__a-J'_’i c....:L-.-a.J‘ _51 ¢ Csbloll _’1 ‘ i}_.-o‘ t.;‘

e ¢ Obgrally GULCI S 2ot 5T (e gal)y & seill
Lol e o, F b s ¢ Bl L0 Lal uy.;.ll.-‘_,.L..!



1o A ol te 3 {ab) ) 2ad = Lo i o

iv. To the extent that, in a Tax Yeay, costs, expenses or expendituics reco- -
verable per paragraphs (i), (i) and (iii) preceding excecd the value of al}
Cost Recovery Petreleum for such Tax Year, the e¢xcess shall be carried

forward for recoveryin the next sucCeeding Tax Year or Years until fully

recovered, but in no case after the terminaticn of this Agrcement, as to
CONTRACTOR.

v. For the purpose of determining the classification of all costs, expenses

and expenditures for their recovery, the following terms_shall apply :

I+ “Exploration Experd*ture” shall mean all costs and expenses for

Exploration.

2. “Development Expenditure’ shall mean all costs and ¢xpenses

for Development with the exception of Operating Expenses.

3. “Operating Expenses” shall mean all costs, expenses and expendi-~
tures made after initial Commercial Production, which costs expen-

se8 and expenditures are not normally depieciable.

However, operating e xpenses shall include werkover, repair and mam-
tenance of assets but shall aot inciude any of the follc wing : side trac-
king : redrilling and changing of the status of a well, replacement of
assets or part of an as:et, additions, improvements, renawals or major

overhauling that extend the life of the asset.

vi. Itisunderstood and agreed vpen thatthe recovery of costs end exrenses

as basedupon the ratcs referrcd to abcve shall te allccatcdto cech quar-
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ter proportionately (one fourth to each quarter). However, any
recoverable costs and expenses not recovered in one quarter, as thus

allocated, shall be carried forward for recovery in the next quarter.

(2) CONTRACTOR shall each quarter take and separately dispose of Cost®
Recovery Crude Qil produced in accordance with paragraph (a) (1) of

this Article VIL

To the extent that the value of the Cost Recovery Petroleum (as deter-
mined in paragraph (c) below) exceeds the actual recoverable costs and

expenditures, including any carry forward from paragraph (a) (1) (vi)

above, then the Cost Recovery Petroleum, in value corresponding
to such excess, shall be divided between EGPC and CONTRACTOR

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

in Article IV of the Accounting Procedure containcd in Annex “D”,

(3) Ninety (90) days prior to the commencement of each year, EGPC shall
' be entitled to elect by notice in writing to CONTRACTOR to require
repayment of up to one hundred (100) percent of EGPC’s share of
Cost Recovery Petroleum in kind. Such repayment will be :n Crude Oil
from the Area F.O.B. export terminal or other agreed delivery point
provided that the amount of Crude Oil taken by EGPC in kind in a

quarter shall not exceed the value of Cost Recovery Crude Oil actually
taken and separately disposed of by CONTRACTOR from the Areca
during the previous quarter. If EGPC’s entitlement to receive repay-
ment of its share of Excess Cost Recovery Petroleum is limited by the

foregoing proviso, the balance of such entitlement shall be paid in cash.
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(b) Production Sharing

l- Thae remuaing Sixty (69) percent of the Petroleum shall be divided
Octween EG2C and CONTRACTOR according to the following” shares.

Such shares shall be taken and disposed of pursuant to Article VII (e) :

(i) Crude Oil

Crude Oil produced and EGPC CONTRACTOR
saved under this Agreement  share ¢/ share 9/

and nct used in Petrcleum
operations. Barrels per day
(quarterly avergac)

That portion or increment Seventy (70) Thirty (30)
up to 25,000 BOPD

That portion or increment Szventy Five (75) Twenty Five (25)
in excess of 25, 000 BOPD

and up to 50,000 BOPD.

That portion or increment Eighty (80) Twenty (20)
In excess of 50,000 BOPD

and up to 100,000 BOPD.

That portion in excess of Eighty Five Fiftecn)
100,000 BOPD. (85) (15)

@Fi) Gasand LPG

Gas and LPG produzzd and saved under this Agreement and not used
in P:troleum operations shall be shared by EGPC and CONTRACTOR
on the sams basis stated in sub-paragraph (i) above after converting the

Gas to barrels of oil equivalent.
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2. After the end of 2ach contractual year during the term of any Gas Sales
Agreement entered into pursuant to Article: VII (e), EGPC and CONT-

- RACTOR (as S:llers) shall render to EGPC (as Buyer) a statement for
an amd>uantof Gas, il any, equal to the amount by which the quantity of

‘G&s waich EGPC (as Buyer) has taken delivery falls below Seventy-five

(75) percent of the Contract Quantities of Gas as established by the
applicable Gas Sales Agreement (the “Shortfall’’), provided the Gas 1;
avallable. Within Sixty (60) days of receipt of the statement, EGPC
(as Buyer) shall pay EGPC and CONTRACTOR (as Scllers) for the
amount of the Shortfall, if any. The Shortfall shall be inciuded in EGP-
C’s and CONTRACTORs er;titlements to Gas pursuant to paragraphs
(a) and (b) of this Article in the Fourth (4th) quarter of such contractual

year.

Quantities of Gas not taken but to be paid for shall be recordzdin a

separate ‘“Fake and Pay Account”, Quantities of {Gas (“Make Up
Gas’’) which are delivered in subsequent years in excess of S:venty-

Five (75) percent of the Contract Quantities of Gas as established by
the applicable Gas Sales "Agreement, shall be set against and reduce
quantities of Gas ih the “Take and Pay Account’ to the extent thereo
and, to that extent, no payment shall be due in respect of such Gf
Such Make Up Gas shall not be included in CONTRACTOR’s entit-
lemeats to Gas pursuant to paragraphs (a) and (b) of this Article.

CONTRACTOR shall have no rights to such Make Up Gas}
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The percentages sct forth in Article VIH (a) and this Article VIL(b) in
respect of LPG produced from a plant constructed and operated by cor

on behalf of EGPC and CONTRACTOR shali apply to all LPG availa-
ble for dclivery.

(c) Valuatien of Petroleum

1+ Crude Oi}

() Ntisthe intent of the parties that the value of the Cost Recovery
Crude Oil shall reflect the prevailing market price for Crude Oil.
For the purpose of evaluating the prevailing market value of the
quantity of Cost Recovery Crude Oil which CONTRACTOR is
entitled hereunder during each calendar quarter,the weighted aver-
age price realized for comparable quantitieé on comparable credit
terms in freely convertible currency from F.0.B. point of export
salzs to non-affiliated cémpan.ies during any such quarter at armsle-
ngth by :ither EGPC or CONTRACTOR under all Crude Oil sales
contracts currently in effect but excluding Crude Oil spot sales not
consistent with prevailing market prices for similar Crude Oil and
also >xcluding Crude Oil sales contracts involving barter, whiche-
var 1s aigher, shall be used. It is understood that in the case of
C.LF. sales, appropriate deductions shall be made for transport and
msurance charges to calculate the F.O.B. point of export price }
and always taking into account the appropriate adjustment for
quality of Crude Oil, freight advantage or disadvantage of port
of loading and otherfappropriate adjustments. Nevertheless, if
CONTRACTOR considers the value of the Cost Recovery Crude
Oil so determined not to reflect the market conditions prevailing
durmg the calendar quarter, CONTRACTOR and EGPC shall
meet and mmdly agree upon the price.
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(i) If during any calendar quarter there are no such sales by EGPC
or CONTRACTOR under Crude Oil Sales contracts currently in
effect, EGPC and CONTRACTOR shall meet and mutually agree
upon the price of Crude Oil to be used in determining the value
mentioned in sub-paragraph (c) (1) (1) above. Pending such mutual
agreement the price used shall be the last price determined pursnant
to sub-paragraph (c) (1) (i) or under this sub-paragraph (c) (1) (ii)
whichever is later, and appropriate adjustment will be made thereto

after determination of a mutually agreed pirce by EGPC and
CONTRACTOR.

2. Gas and LPG

(i) The Cost R=coveryand {Profit Shares of Gas subject to a Gas Sales
Agreement between EGPC and CONTRACTOR (as Scllers) and EG-
PC (as Buyer) entered into pursuantto Article VII(e) shall be valued
and delivered to and purchased by EGPC at a price determined

according to the following formula:

F ————
39.69 x 108

PG = .85 X X H

Where :

PG == The value of the Gas in U.S. §Dollars per thousand cubic feet
 (MCPF).

F = a value in U.S. Dollars per metricton of fuel 0il calculated by refer-
ring to “Platt’s Qilgram Price Report’’ duringa month under the heading
“Eurepean Bulk Cargoes FQB Mediterranean Basis Italy”’ and avera-
ging (a) the sum of the mid-points of the published low and high values
for high sulphur fuel oil quot:d during such month divided by the num-

ber of days in such month for which such values were quofed and (b)



e e 10 (65) VY 2 — RSl VY

d. it a 4,,._..3 e 6_9._:::':“ & 9 3l 4 all Ldally WAl S ula.u;_,ll
PRICI R f-l__.g_if! 346 o Aenils gl o8 I e S o
* Jg...i“ 5”.} ‘_b{:~ V—LH 5 y

a2 AT T (G ) A il ) Ol gl sae == s
' ' ‘Jl-—*”o"(\"d‘)i

Al e e abT G el > bl Wb Sl 8 jade Js dy
il e s 5Ll slact Jhazub @Gy 4o ot (G ] aLT D 9>
2300 B s () 4ot e OIC ode 4l 39+ el 4..U:> I
ro ¢ e e el s Y ke ol b ke jlen )
dl_> 39 o Fd«.iu (_;J.-_..? »lae J g Jb wdy i3 o gdmg Gl LY
LLEDL (OB 4eud v Lo o 15 91 s dthall olall sas jie 3 g0 ne
qu &ﬁ.)b (2 wuj.a:,aj‘_g c_élJbE)” Cﬁ_.;ur. (.Sjﬂ ﬁ.r\.:,.»ff L;if %3] S48
(39 V.L_ll oo SOV e Wy Lis e b g amll gt 4is b g
o Do gl oedt dibie o

dsde 038 i JI (o> F dalei lade L _all V::E‘:J*I HER 2P
das Ll 33l Baa ) it B e @3 ol ST G (Vo) e
i T By g e g e I3 BT (4) ¥ (2
NECIR N PC SRR R

U o ol 4Lkl Bl Jo It S aam 3 e {""‘” — ¥
Gl 5l ikl G091 8 e A s £l Jome o G £
Ja 2l L2 Jame 7y it e O 4oty L5 M b &ldy ¢ bge
(&3 G e WY Tl e J L) A Bsladl 3, 530 LS

( I X',AQXC)—J@*;O:EQJQ

Ve X ra,ne



VYV Naae d ol ve G (mB) Y oa s Jl S

the sum of the mid-points of the published lcw and high valucs for lew
sulpkur fuel cil qucted during such menth divided ty tke rumber of

days in such menth for which such valucs were quoted.

H= the number of British Thermal Units (BTUs) rer thcuserd cutic
feet (MCF) of the Gas.

In the event that Platt’s Oilgram Price Rerort is issued cn ccrfein days
during a month tut not em others, the value of F shall te calculated
using only those issucs which are putlished during suck mcnth. In the
event that the value of F cannot be detcrmined beezuse Plett’s Oilgrem
Price Report is not published at all duricg a menth, the partics shall meet
and agree the value of F by reference to other publisked scurccs. In
the event that there ate no such published scurcesor if the value of F
cannot be determined pursuant to the foregcing for any other reascn,
the partics shall meet and agree a value of F by refercnce to the avirzge

velue of low and high sulpher content foel oil delivercd FCB frem the

Mediterrancan area.

Such valuation of Gas under a formula providing fcr a Fifteen (15)

percent discount is based upen delivery at the dehvary rcint specified
in Article VII (e) 2 (ii) belcw, and isto enable EGFCto finance and

maintain the porticns of the pipeline distrituticn systcm 1o be

provided by EGPC.

(7i) The Cost Recovery and Profit Shares of LPG produced frcm a plant
consiructed and operated by or on behalfof EGPCand C ONTRAC-

TOR shall be separatcly valued for Prcpane ard Bufane at the outlet
of such LPG plant according to the following formula (unless other-
wise agreed between EGPC and CONTRACTOR);

F
PLPG = -95PR —(JX .85 X ~o o™ 06
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Where :

PLPG = LPQG price (separately determined for Proparne and Butane) in

U.S. Dollars per metric ton.

PR = the average over a period of a month of the figures representing the
mid-points between the high and low prices in U.S, Dollars per metric

ton quoted in “Platt’s LPGaswire” during such month for Propane

and Butane FOB ExRef/Stor. West Mediterranean,

J = BTUsremoved from the Gas Stream by the LPG plant per metricton |

of LPG produced.

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

In the event that Platt’s LPGaswire is issued on certain days during a
month but not on others, the value of PR shall be calculated using only
those issues which are published during such month. Inthe event that
the value of PR cannot be determined because Platt’s LPGaswire is not
published at all during a month,dthe, parties shall meet and agree
the value of PR by reference to other published sources. In the event
that there are no such other published sources orif the value of
PR cannot be determined pursuant to the foregoing for any other

reason, the parties shall meet and agree the value of PR by
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reference- to- the value of LPG (Propane and Butane) delivered
FEOB. fsom: the Mediterrancan Area.

Such valuatiom of EPG is based upon delivery atthe delivery point spe-
cified in Article VII 7e) (2) (iit) Below.

{ii) The prices:iof Gas and LPG sa calculated shall apply during the next

succeeding month.

(iv) The Cost R:cowzry and Profit Shares of Gas and LPG disposed of by
EGPC and CONTRACTOR other than to EGPC pursuant to Article

VII (2) shall be valued at their actual realized prices.

(d) Forecasts

Operating Company shall prepare (not Icss than Nincty (90) deys prior to
the beginning of each calendar semester following regular preductien) and
urnish in writing to CONTRACTOR and EGPC a torecast setting out total
quantity of Potroleum that Operating Company estimates can be produced,
saved and transported hereunder during such calendar semester in accordan-
ce with good oil and gas industry practices. Operating Company shall

endeavour to produce each calendar semester the forecast quantity. The

€rude Oil shall run to storage tanks or offshore loading facilities
constructed, maintained and operated according to Government Regula-

tions, by Operating Company in which said Crude Oil shall be metered

or otherwise measured for royalty and the other purpases required by this

Agreement. Gas shall be handled by Operating Company in accordance
with the provisions of Article VH (e) below.
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(¢) Disposition of Petrolenm

(1) EGPC and CONTRACTOR shall have the right and the obligation to
separately take and freely export or otherwise dispose of currently all of
the Crude Oilto whichitisentitled under Article ViI(a)and (b). Subject

to payment of sums due to EGPC under Article VII (a) (2) and IX,
CONTRACTOR shallhave the right to retain abroad all funds acquired

byit abroadincluding the proceeds fromthe sale ofits share of Petroleum
exported. Notwithstanding anythingto the contrary underthis Agree-
ment priority shallbe given to meet the requirements of the A.R.E.
market from the Crude Oil produced from the Area and EGPC shall
have the preferential right to purchase such Crude Oilat the priceto be
determined pursuant to Article VII(c). The amount of Crude Oil so0
purchased shall be a portion of CONTRACTOR *sshare ofthe crude oil

produced underthis Agreement. Such amount shall be proportional
to CONTRACTOR's share of the total production of crude oil from

the concession areas in the A.R.E. that are also subject to EGP(C’s
preferential right to purchase. The payment for such purchased
amount shall be made by EGPC in US Dollars or in any other freely

convertible currency remittable abroad. Itis agreed uponthat EGPC
shall notify CONTRACTOR, at least forty five (45) days prior to the

beginning of the Calendar Semester, of the amount to be purchased
during such Semester under this Article VII ) (1).

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

(/) Priority shall be given to meet the requirements of the local market as

determined by EGPC,

(7i)) Intheeventthat EGPCisto be the Buyer of Gas, the disposition of
Gasto thelocal marketas indicated above shall be by virtue of long

term Gas Sales Agreements to be entered into between EGP(C and

CONTRACTOR (as S=llers) and EGPC (as Buyer).
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EGPC and CONTRACTOR (as S:lers) shall have the obligation to

deliver Gasto the following points where such Gasshallte metered

forsales,royalty and other purposes required ty this Agreement:

(@) Inthe event no LPG Plant is constructed to process such Gas

()

-

>

ke

atthe pointof delivery to be agreed upon by the parties under’fhe '

Gas Sales Agreement which peint shall te the flange conne cting
the pipeline to the National gaspipeline grid systcm as described

in Annex “E™ hercto or as otherwise agreed.

In the event an LPG Plant is constructed to process such Gas,

such gas shall be metered, at the inlet to such LPG Plant.
However, notwithstaﬂding the factthat the metering shall take
place atthe LPG Plant inlet, CONTRACTOR shall through

the Operating Company build a pipeline suitable for transport
of the processed Gas from LPG Plant outlet to the point of

delivery to be agreed upon by the parties under the Gas Sales
Agreement which point of delivery shall be the flange connecting

the pipelinetothe National Gas Pipeline Grid system as depicted

in Annex “E” hereto or as otherwise agreed. Such pipeline
sliall be owned in accor dance with Article VIII (a) by EGPC,
and its costshallbe financed and recovered by CONTRACTOR

as Development Expenditures pursuant to Article VII,

(iii) EGPC and CONTRACTOR shall consult together to determine

whether to build an LPG Plant for recovermg LPG from any Gas

produced hecreunder. In the event EGPC and CONTRACTOR
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decide to build such a plant, the plant shall,asis appropriate, be in
the vicinity of the National Gas Pipeline Grid System. Delivery

of LPG for royalty and other purposes required by this Agree ment
shall be at the outlet ofthe LPG Plant. The costs of any such LPG
Plant shall be recoverable in accordance with the provisions of this

Agreement unless the Minister of Petroleum and Mineral Resources
agrees to accelerated recovery

(iv) EGPC (as Buyer) shall have the option to elect, by Ninety (90) days
prior written notice to EGPC and CONTRACTOR (as Sellers),
whether payment for the Gas which is subject to a Sales Agreement
between EGPC and CONTRACTOR (as Sellers) and EGPC (as
Buyer) and LPG produced from a plant constructed and operated
by or on behalf of EGPC and CONTRACTOR, as valued in
accordance with Article VII (c), and to which CONTRACTOR is
entitled under the provisions of Cost Recovery and Production
Sharing as stipulated in Aricle. 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 Agreementin U.S. Dollars
remittable by CONTRACTOR abroad.

Payments in kind shall be calculated by convertiﬁg the value of Gas
and LPG to which CONTRACTOR isentitled into equivalent barrels
of Crude OQilto be taken concurrently by CONTRACTOR from the
Area, or to the extent that such Crude Qilis insufficient, Crude Oil
from CONTRACTOR’s other Concession Areas or such other
arcags asmay be agreed. Such Crude Oilshallbe addedtothe Cruyde N

Oil that CONTRACTOR is otherwise entitled to lift under this
Agreement. Suchequivalent barrels shall be calculated on the basis

of the provisions of the relevant Concession Agreement relating to

the valuation of Cost Recovery Crude Oil.
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Provided that

aa) Payment of the value of Gas and LPG shall always be made in cash
in U.S. Dbollars remittable by CONTRACTOR abroad to the

extent thatthere isinsufficient Crude Qil available for cOnvession

asprovided for above;

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

as provided for above to the exteat that payments in cash are not

made by EGPC.

Paymentsto CONTRACTOR (whethericashcy kind),when.clatcd
to CONTRACTOR’s Cost Recovery Petrcleum, shallbeincluded in
CONTRACTOR’S State ment of Recovay of Cost and of Cost

Recovery Petroleum referred to in Article IV ¢f Annex “D”’ of this

Agriement.

(v) Should EGPC (as Buyer) failto enter into a long-term Gas Sales Agree-
ent with EGPC and CONTRACTOR (as Sellers) within Five (5) years
(unless otherwise agreed) from a notice of Commercial Gas Duscovery

pursuant to Article 1II, EGPC and CONTRACUTOR shall have the
right to take and freely dispose of the quantity of Gas and LPG in

respectofwhichthe notice of Comme rcial Discoveryis given by exporting

such Gas and LPG.

(vi) The proccedsofsale of CONTRACTOR ’sshare of Gasand LPG disposed
of pursuant to the above sub-paragraph (v) may be freely remitted or

retained abroad by CONTRACTOR.
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(vii) In the event EGPC and CONTRACTOR agree to accept new Gas and
LPG producers to join in an ongoing export project, such producers

shall have to contribute a fair and equitable share of investme nt mede.

(viii)aa) Upontheexpiration of the Five (5) year period referred to in Article
VII(e) (v) above, CONTRACTOR shall have the obligation to exert

reasonable efforts to find an export market for Gas reserves.

bb) Inthe eventatthe end of the Five (3) year period referred to under
Article VII (e) (v) above, CONTRACTORY] and EBGPC have

not entered intoa Gas Sales Agreement, CONTRACTOR shall

retain its rightsto such Gas reservesfora further period of upto
Seven (7) years, subjectto Article VII(e)Y(Viii) (cc), during which g

petiod EGPC shallattempt to find a market for the Gas reserves.

cc) Intheeventthat CONTRACTOR has notentered into a Gas Sales’
Agreement pursuant to Article VII (e) (2)prior to the expiry of
Twelve(12) years from CONTRACTOR ’s notice of Commercial Gas
Discovery, CONTRACTOR shall surrender the Gas reserves in

respect of which such notice has been given. It being understood

that CONTRACTOR shall, at any time prior to the expiry of such -
Twelve (12) year period, surrender the Gas reserves, if CONTRAC-

TOR doesnotaccept an offer of a Gas Sales Agreement from EGPC

within Six (6) moths from the date such offer is made provided that
the Gas Sales Agreementoffered to CONTRACTOR shall take into

consideration the relevant technical and economic factors to

enable a commercial contract including :

-, - sufficient delivery 1ate.

b
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— delivery pressure to enter the national pipeline grid system
at the point of delivery.

— d-livered Gas quality specifizations not more stringent than

those gencrally applied in Egypt.

(ix) CONTRACTOR shallnat be abliged to surrender a D. velcpment Lease
based on a Tomm rcial Gas Discovery, if Crude Oilhas been discovered

in comn rcialgiiatitiesin the same D.velepment Lease.

Operations

If Jollowing the reversion to EGPC of any rights to Crude Oil hereundcr,
CONTRACTOR -stains cightsto Gasinthe sam> D vclopment Lrase, or if,
following surrender of rightsto Gas hereander, CONTRACTOR retains rights
to Oil in the sama: D velopment Lease, operations to explore for or exploit
the Petroleum, the pights tc which have reverted or been surrendered (O1l or
Gasas the case my be) muy only be carried out by Operating Company

whichshatl act on beaalf of EGPCalone, unless EGPC and CONTRACTOR

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

(¢) EGPCshallbecome the owner of all assets acquired and owned by CONTR-
| ACTOR in conn=ction withthe operations carricd out by CONTRACTOR or

Operating Company ir accordance with the following :

(1) Land shall become the property of EGPC as soon as it is purchased.
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(2) Title to fixed and movable assets shall be transferred automatically and
gradually from CONTRACTOR to EGPC as they become subject to
recovefy in accordance with the provisions of Article VII; however the
full title to fixed and movable assets shall be transferred automatically
from CONTRACTORto EGPC when its totalcost has been recovered
by 'CONTRACTOR in accordance with the provisions of Article
VII or at the time of termination of this Agreement, with respect to

all assets charageable to the operations whether recovered or not,

whichever first cccurs.

The Book Value of the Assets created duringeach calendar quarter shall
be communicated by CONTRACTORto EGPCor by Operating Company
to EGPCand CONTRACTOR within Thirty (30)daysof the end ofeach

quarter.

(b) Duringthetermofthis Agreementand therenewal period EGPC, CONTRA-
CTOR and Operating Company are entitled to the fulluse and enjoyment of
allfixed and movable assetsreferred to above in connection with operations

hereunder or under any other Petroleum Concession entered into by the

Parties. Proper accounting adjustment shall be made. CONTRACTOR

and EGPC shallnot dispose ofthe same except with agreement of the other,

(¢) COTRACTOR and Operating Company may freely import into A.R.E.

use therein and freelyexportatthe end of such use machinery and egqupiment
which they either rent or lease in accordance with good industry practices,

including but not limited to the l1€ase of computer hardware and software.



m»:l..... i Ao @ (C,tt‘[) YY) .';.\..H — e ] M_Edi 41

( dnrlt 55110 )
c._ﬂ!
Mﬁdﬂ‘hd“dwi __,li'_‘fd\__....gﬂuﬂdlallce.u()
*‘LL__,JAYI -i_:z..u ;_:by_,“ ;__;L,Y_g) .U‘ _',Yﬂ.) ( \ Sse e )

S g M ((Nereeee ) Do ol DI 4 ()
J:I....uyn F s o -1 L-\.&icu‘ oo Eﬂjwl sl C_.}EY)‘
d Rl dao U“ > b JaY 4kl Or U“’J“:“ Ck_::\)“
SVIRER ng,“ (\o) PRI IS (G 3 sl 1 \-v-_‘_ﬁ ‘ Z_:l_,,‘.o

o oLl laa

(Xoooses ) igsbe oyldie Lo Ll dlgb Lol S5l S0 (£)
ot giz) domid i _aY1 el Y B,V e Y0
S b Jol Akl s e g Cl-ﬁm S gla  gema (oo
o) N g e padl (B deas (oeeee ) Gl e
o g (Vo) ,2e ds (CAa (3 AL 1A F"‘*" ¢ 4J)gls €L.~l s
R E,_,,L__,Jl EV SN e
o Dhe %____i'}'ﬂ" o yla—ds Lolsl Ll gl L;;:zf'ﬁ Jal Cs.h ( > )
PSR W S A P N E PR Y bL { toovees )
JoN ) e sl ZUIY) e e 6 e Jm bz L)
SVRIIN Y3 f‘,,Jl S Js ( VCess ) i) Cpmans 3 dusoim SV 3 1
PR WCHT RV 3 sl s LR il 4le C:LJ‘ oy (\"‘4) L
s fo 1) s de o0 Ly (Vo)
Jb. LS" I.‘:H-.IJL:Y] &L..H ?::ll I .31.3J:;.»| Jola ! jeom Y (-...-h)T
S



WY N F et 5 (mb) Y a8 o e i it

ARTICLE IX

BONUSES

(@ CONTRACTOR shall pay to EGPC as a Signature Bonus the sum of One-
and-a-Half miltion US. Dolars (US.$ 1,500,600)cn the Effcctive Date.

() CONTRACTOR sh all pay to EGPC the sum of One million U.S. Dollars
(U.S% 1,000,600) as Producticn Bonus when the total avcrege deily precuc-
tion from the Area first reaches the rate of Twenty Five Thousand
(25, 000 ) barrels per day for a period of Thirty ( 30 ) consecutive

producing days. Such payment will be made within Fifteen (15)therczfter.

(¢) CONTRACTOR shall also payto EGPC the additional sum of Two
million U.S. Dollars (U.S.82,000,000) as a Production Bonus when the total
average datly production form the Area first reaches the rate of Fifty
Thousand (50,000) barrels per day for a period of Thirty (30) consecutive

producing days. Payment willbe made within Fifteen (15) days thereafter.

(d) CONTRACTOR shall also pay to EGPC the additional sum of Three
million U.S. Dollars (U.8.8.3,000,000) as a Production Bonus when the
total average daily preduction from the Area firstreaches the rate of
Seventy Five Thousand (75,000) barrels per day for a ;panod of Thirty
(30) consecutive producing days. Payment will be made within Fiftren
(15)days thereafter.
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CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area pursuant
to the sole risk provisions of Article III (C) hereinabove, production

from such sole risk Area shall be considered forthe purpose of this
Article IX only if CONTRACTOR exercises its option to share in such
production, and only from the initial date of sharing.

(g) Gas shall be taken into account for the purposes of determining the total

average daily production fromthe Area under Article IX (b)-(d) by converting

daily Gas delivered into equivalent barrels of daily Crude Oil production in
accordance with the following formula :

MCF X H X 0-.136 = equivalent barrels of Crude Ol

Where
MCF = one thousand cubic feet of Gas

H =the number of million British Thermal Units (BTUs) per MCF

ARTICLE X

OFFICE AND SERVICE OF NOTICE

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

The General Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power to carry out immediately all local written

directions given to them by the GOVERNMENT or its representatives under the
term: of this Agreement, Alllawful regulations issued or hereafter to be 1ssued
which are applicable hereunder and not in conflict with this Agreement shall

apply to the duties and activities of the General Manager and Deputy General
Manager.
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All matters and notices shall be deemed to be validly sesved which are

delivered to the office of the General Manager or which are sent to him
by registercd mail to CONTRACTORs office in A.R.E.

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

ARTICLE X[
SAVING OF PETROLEUM AND PREVENTEON OF LOSS

(a) Operating Company shall take all proper measures, according to generally
ao>2pted m-thodsin use in the oil and gas industry to preventlossor waste
of pstroleum above or under the ground in any form during drilling,
producing, gathering, and distributing or storage operations. The GOVERN-

MENT hasthe rightto prevent any operation on any well thet it might
reasonably expect would result in Toss or damage to the well or the

ofl or gas fi=ld.

(& Upon combpletion of the drilling of a productive well, Operating Company

snall informr the GOVERNMENT or its representative of the time
wizn the well will b: tested and the production rate ascertained.

{d Except in instanc2s whzre multiple producing formations in the same well
can only be produccd economically through single tubing string, Petroleum
shall not be produczd from maltiple oil-carrying zones through one string

of tubing at the sam: tim:, except with the prior approval of the

GOYERNMENT or its representative,

(#) Operating Company shall record data regarding the quantities of Petroleum
and water produc:d monthly from: each D:velopment Lecase. Such data
shall be sent to the GOVERNMENT or its representative on the
special forms provided for that purpose within Thirty (30) days after it
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Is obtained. Daily or weekly statistics regarding the production from
the Area shall be available at all reasonable times for examination by

authorized representatives of the GOVERNMENT.

(¢) Daily drilling records and the graphic logs of Wells must show the

quantity and type of cement and the amount of any other materials
used in the well for the purpose of protecting Petroleum, gas bearing
or fresh water strata. Any substantial change of mechanical conditions
of the well after its completion shall be subject to the approval of

the representative of the GOVERNMENT.

ARTICLE XII
CUSTOMS EXEMPTIONS

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

to import and shall be exempted from customs taxes and duties and

other taxes and from the importation rules with respect to the imp-

ortation of machinery, equipment, appliances, materials, items, means
of transport and jtransportation (the exemption from taxes and duti’e;j
shall not apply to passengers’ cars), electric appliances, air condition-
ers for offices and oil field, electronic appliances, computer hardware
and software, as well as spare parts required for any of these items,
all subject to a duly approved certificate by an EGPC responsible
representative nominated by EGPC for such purpose, that the imp-

orted Items are required for carrying on the activities related to this

Agreement.
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(b) Machinery,equipment, applianees and means of transport and transportation

imported by contraetoss and sub-contractors temporarily engaged in an
activity refatechto the operations subject of this Agreement shall be cleared

under the “Temporary Release System” (withaut paymentof any taxes or

customs duties), upon presentation of a duly approved certificate by an

EGPC responsible representative mominated by EGPC for such purpose,

that the imported {tems are required for carrying on am activity related
to this Agreement. Items(excluding motor vehicles) set out in paragraph
(a) of this Article imported by Contractors and sub-contractors for the
aforesaid activities, in order to be installed or used permanently or
constmed shall be subject to the exemption set forth in paragraph (a)

of this Article after being duly certified by an EGPC responsible represc -

ntative to be used for carrying on the activitics related to this Agreement.

(¢} The employees of CONTRACTOR, Operating Company and their
contractors and sub-contractors shall not be entitled to any exemptions

from customs duties and other ancillary taxes and chargesexcept within the

limits of the provisions.of the laws and regulations applicable inthe A.R.E..

(d) Items imported into A.R.E. whether exempt or not exempt from
customs duties and other ancillary taxes and charges hereundcr,
may be exported by the importing party at any time after obtaining™
EGPC’s approval, witheut any export taxes or charges or any

taxes or charges from which such items have been already exempt,
being applicable. Such 'items may be sold within the A.R.E., after
obtaining the approval of EGPC afd the Customs Dapartmerit. In
this case the purchﬁser shall pay aﬂ“ﬁppl’icabl'e Custems duties and other
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ancillary taxes and charges according to the condition and value of such
ttems and the tariff applicable on the date of sale, unless such items have
already been sold to an affiliated company of EGPC, having the same
exemption or unless (title to) such items (excluding passengers’ cars) have
reverted to EGPC or the Customs Department. In the event of any
such sale under this paragraph (d), the proceeds from such sales shall
be divided in the following manner !

CONTRACTOR shall be entitled to reimbursement of its unrecovered cost,
if any, in such items and the excess, if any, shall be paid to EGPC.

(¢) The exemption provided for in paragraph (a) of this Article shall not
apply to any imported items when, in the opinion of EGPC items of
the same, or substantially the same kind and quality are manufactured
locally and are available for timely purchase and delivery in the A.R.E.
at a price not higher than Ten (10) percent more than the cost of the

imported item before customs duties but after transportation and

insurance costs have been added.

(/) CONTRACTOR,EQPC and their respective buyers shall be entitle. to
export the Petroleum referred to in this Agreement; no license beinyg
required, and shall be exempted from any duties, or taxesorany other

imposts in respect of the export of Petroleum hereunder.

ARTICLE Xl
BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(a) EGPC, CONTRA(CTOR and Operating Company shall each maintain at

their business offices in the A.R.E. books of account, in accordance with the

Accounting Procedure in Annex “D” and accepted accounting practices
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generally used in the petroleum indusiry, and such other bocks and records

as may be necessary to show the work performed iunder this Agreement,

H

including the amount and value of all Petrole umproduced and saved hereun-
der. CONTRACTOR and Operating Company shall keep their books of

account and accounting records in United S*ates Dollars. Operating Com-
pany shall furaish to the GOVERNMENT or its representative monthly

returns showing the amount of Petrolcum produced and saved hereunder.
Such returns shall be prepared in the form re quired by the GOVERNMENT,
Or its representative and shall be signed by the General Mnager or by the
Dzputy General Manager or a duly designated deputy, and delivered to the
GOVERNMENT or its representative within Thirty (30) days after the end

of the month covered in the return.

(#) The aforesaid books of account and other books and records referred to
above shall be available at all rcasonable times for inspection by duly
authorized representatives of the GOVERNMENT.

(¢) CONTRACTOR shall submit to EGPC a Profit and Loss Statement of its

tax ycar notlater than Four (4) months after the commencement of the fol-
lowing tax year to show its net profit or loss from the petroleum operations

under this Agreement for such year.

CONTRACTOR skall at the same time submit a year-end Balance Sheet
for the same tax year to EGPC. The Balance Sheet and financial statements
shall be certtied by an Egyptian certified accounting firm.
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ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

(@) CONTRACTOR and/or Operating Company shall prepare and, at all times
while this Agreement is in force, maintain accurate and current records of

its operations in the Area hereunder. CONTRACTOR and/or Operating
Company shall furnish the GOVERNMENT or its representative, in confor-
mity with applicable regulaticns or as the GOVERNMENT or Its represen-
tative may reasonably require informaticn and data concerning its operation
under this Agreement., Operating Ccrpeny will perform the functions

indicated in this Article XIV in accordance with its respective role as speci-

fi=d in Article VI.

(b)) CONTRACTOR and/or Operating Ccmpany shall save and keep for a
reasonable period of time a representative yerticn of each sample of cores
and cuttings tzken from drilling wells, to be disposed of, or forwarded to
the GOVERNMENT or its representative in the manner directed by the
GOVERNMENT. All samples acquired by CONTRACTOR and/or Ope-
rating Company for its own purposes shall be considered available for
inspection at any reasonable time by the GOVERNMENT or its

representatives.

(¢) Unless otherwise agreed to by EGPC, in case of exporting any rock samples
outside A.R.E., samples equivalent in size and quality shall, before such
exportation, be delivered to EGPC as representative of the GOVERNM-

ENT.

(d) Originals of records can only be exported with the permission of EGPC |
provided, however, that magnetic tapes and any other data which must be
processed or analyzed outside the A.R.E. may be exported if a monitor or
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acempsarable record, ifavailable, is maintained in A.R.F. and provided
#hat such exports shall be repatriated to A.R.E. immediately on the

X

amderstanding that they belong to FGPC.

i€} During the period CONTRACTOR is conducting the Exploraticn
operations, EGPC’s duly authorized representatives or ¢ mpleyces shall have
theright to full and complete access to the Area at allreasonable times with
the right to obscrve the operations being conducted and to inspcct all assets

:records and data kcpt by CONTRACTOR.

EQPC’s representative in eXercising its rights under the preceding sentence
«f this paragraph (e), shall not interfere with CONTRACTGR s ¢perations,
LONTRACTOR shallprovide EGPC with copies of any and 21l data (inclu-
«ding, bat not limited to, geolegical and geophysical reperts, logs and well
surveys) information and interpretation of such data, and other informaticn

48 CONTRACTOR’s possession.

For the purpose of obtaining new offers, the GOVERNMENT and [or
BPC may sh.{)w any other party uninterpreted basic geophysical and geological
Adata{such data to be not less than One(1) year old unless CONTRACTOR agrees
3s & shorter period, which agreement shall not be unrea sonably withheld) with
Zeepect to the Area.
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law toward third
parties for any damage caused by CONTRACTOR’s exploration operations and
shall inde mnify the GOVERNMENT and/or EGPC against all damages for
which they may be held liable on account of any such operations.

CONTRACTOR shall be entitled to participate in the  defence and settlement
of any such liability, cliam and action.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have access
to the Area covered by this Agreement and to the operations conducted thereon.
Such representatives may examine the books, registers and records of EGPC,
CONTRACTOR and Operating Company and make a reasonable number of
surveys, drawings and tests for the purpose of enforcing this Agreement. They
shall, for this puipose, be entitlea to make reasonab'e use of the wachinery and
instiuments of CONTRACTOR or Operating Company on the condition that
no danger or impediment to the operations hereunder shall arise directly or indi-
rectly from such use. Such representatives shall be given reasonable assistance
by the agents and employees of CONTRACTOR ar Operating Company so that
none of the activities shall endanger or hinder the safety or efficiency of
the operations. CONTRACTOR or Operating Company shall offer such
represcatatives all privileges and facilities accorded to its own imployees in
the field and shall provide them, free of charge, with the use of reasonable
officc space and of adequately furnished hojsing while they are in the
field for the purpose of facilitating the objective of this Article. Without
prejudice to Article XIV (¢) any and all information obtained by the
GOVERNMENT or its representatives under this Article XVI shall be kept

confidential with reSpect to the Area.

ARTICLE XVIL
EMPLOYMENT R'GHTS AND TRAINING

OF ARAB RFPUBLIC OF EGYPT PERSONNEL

(4) 1t is the desire of EGPC and CONTRA&TOR that operations hereun-
der be conducted in a businesslike and efficient manner.
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(1) The expatriate admini:-trative, professicnal and technical perscnnel
employed by CONTRACTOR or Operating Company and the person-
nel of its contractors for the conduct of the operations hereunder, shall
be granted a residence as provided forin Law No. 289 of 19060 as
amended, and Ministerial Order No. 280 of 1981 as amended, and
CONTRACTOR agrees that all immigration, passport, visa and
employment rcgulations of the A.R.E.shall be applicable to  all alien
employees of CONTRACTOR working in the A.R.E.

(2) A minimum of Twenty Five (25) percent of the cembined calaries and
wages of each of the expatriate administrative, profcssicnal and tech-

nical personnel employed by CONTRACTOR for Operating Company
shall be paid menthly in Egyptian Currency.

(b)) CONTRACTOR and Operating Company shall each ielect it: employee &
and determine the number thercof, to te used for operations kereunaer.

(¢) CONTRACTOR shall, after con:ultation with EGPC, preparc and carry
out specialized training pregrams for all its A.R.E. emplcyees engaged In

operations hercunder with respect to applicable aspects of the petroleum
industry. CONTRACTOR and Operating Company undertake to replace
gradually their non-executive expatriate staff by qualified nationals as they
are available.

(d) During the pericd when CONTRACTOR is conducting Exploration, CON-
TRACTOR :hall give mutually agreed numbers of EGPC cmployees an
opportunity to attend and participate in CONTRACTOR’s and CONTRAC-
TOR’s affiliate training programs relating to exploration and development
operations. In the event that the total cost of such programs is less than
fiftty thousand (50000) United States Dollarsin any Financial Year
during such period, CONTRACTOR shall pay EGPC the amount of the
shortfall within thirty (30) days following the end of such Financial Year
However, EGPC shall have the right that said amount allocated for training

to be paid directly to EGPC for such purposes.
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ARTICLE XVIII

LAWS AND REGULATIONS

(@) CONTRACTOR and Operating Company shall be subject to Law No. 66
0f1953 (excluding Article 37thereof )a: amended by Law No.860i'1956 and
the regulations issued for the implementation thereof, including the regula-
tions for the safe and efficient performance of operatior. carricd outfor the
exectution of this Agreement and for the conservaticn of the petrolenm
resources of the A.R.E. provided that no regulations, medification or inter-

pretation thereof, shall be contrary to or inconsictert with the provisicns of
this Agreement.

(0) EGPC, CONTRACTOR and Operating Company shall be exempted from all
taxe: and duties, including but not limited to taxes on the extracting, produ-
cing, exporting or transporting of Petroleum her€under exccpt as provided

in Article III paragraph (g) for income taxes, CONTRACTOR shail aiso
be exempted from any tax on capital

(¢) The rights and obligations of EGPC and CONTRACTOR under, and for
the effective term of this Agreement,shallbe poverned by andin accordance
with the provisions of this Agreement and can only be altered or amended.

by the mutual agreement of the said contracting parties.

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

as the case may be.
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(e) EGPC, CONTRACTOR, Operating Compaay and their respective contra-
ctors and sub-contractors shall for the purposesof this Agreement be exem-
pted from all professsional stamp duties imposed by syndical laws with

respect to their documents and activitics hereunder.,

ARTICLE XIX
RIGHT OF REQUISITION

(a) In case of naticnal emergency due to war or imminent exXpectation of war
or intcrnal causes, the GOVERNMENT may requisiticn all or part of ke
production from the Arca obtained hereunder and requue Operating
Company to increase such production to the ulmost possible maximum.
The GOVERNMENT may also requisition the oil or gas ficld itself and, if

necessary. related facilitics.

(6) In any such case, such requisition shall pot be effected except after inviting
EGPC and CONTRACTOR or their representative by letfer, with acknow-

ledgment of reccipt, to cxpress their views with respect to such re quisition.

(¢) The requisition of production shall be effected by Ministerial Order.  Any
requisition of an ¢il or gas ficlditself, or any related facilities shall be effected

by a Presidential Dacree duly notificd to EGPC and CONTRACTOR,

(d) In the ¢wnt of any rcquisition as provided above, tbe Goveinment shall
indemnify in full EGPC and CONTRACTOR for the period durimg which

the requisition is maintained, including !

(1) All damages which result from such requisition ;  and
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(2) Full repayment each month for all Petroleum extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy attack is not within the meaning
of this paragraph (d). Payment hereunder shall be made to CONTRACTOR
in U.S. Dollars remittable abroad. The price paid to CONTRACTOR for

Petroleum taken shall be calculated in accordance with Article VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(@) Neither EGPC, CONTRACTOR nor CONTACTOR MEMBER may
% assign to a person, firm or corporation, in whole or in part,any of its
rights, privileges, duties or obligations under this Agreement without the

written consent of the GOVERNMENT.

(b) To enable consideration to be given to any request for such consent, the

followtng conditions must be fulfilled ;

(1) The obligations of the assignor deriving from this Agreement must have

been duly fulfilled as of the date such request i8 made.

(2) The instrument of assignment must include provisions stating precisely
that assignee is bound by all covenants contained in this Agrccment
and any modifications or additions in writing that up to such time may
have been made. A draft of such instrument of assignment shall be

submitted to EGPC for review and approval before being formally

executed.
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=) Amy assignment made pursuant to the provisions of this Article shall be frea

of any transfer or related taxes, charges or fees,

£d) Aslong asthe assignor shall hold any interest under this Agreement the as-
signor together withthe assignee shall be jointly and severaily lizble for alf
dutles and obligations of CONTRACTOR under this Agreement.’

ARTICLE XXI
BREACH OF AGREEMENT AND POWER "TO CANCEL

#) The GOVERNMENT shall have the rightto cancel this Agreement by Order

or Presidential Decree, with respect to CONTRACTOR, in the following
~agtances

1) K it knowingly has submitted any false statements to the GOVERN

MENT which weze of a material consideration for the execution of
ghis Agreement ;

£Z) i1t assigns any interest hereunder contrary to the provisionsof Article
X hereof :

d3) ¥ it is adjudicated bankrupt by a court of competent jurisdiction

#Y ¥fit docsnot comply with any final decision reached as the result of
cowrt proceedings conducted under Article XXII paragraph (a)
bereunder ;

3) W st intemntionally extracts any mineral other than Pctroleum
not anthorised by this Agreement or without the authority of the
GOVERNMENT except such extractions as may be unavoidable as
2he result of operations conducted hereunder in accordance with
.accepted petroleum industry practices and which shall be notified to
#he GOVERNMENT or its representative as soon as possible: and



144 e 4 uyle Yo g ( ) \ ) dandl —den JE 3 2 4 ¥R

Py 3T AtV od g & p g Al 4] G,T 1B —
S Mot Al A @) SHUL Jadl e aid S, oW
) WPUIRPTRIN SRR EIPIE T F PR TIIAR POERER
sda (UG Lisy Jolll 38 de sl o 5 8 0,05 G g 4L
(e J—22 I Jal_ Al e ¢ WV lAs 4l 23 ¢ l*:EUJ"'YI
o @il e deadedll 41K

S Adlw Ol o LB L Jls 51 4 g1 OBLT 13 (O)
S ledl Hlall 5 sl 5, Al s Dy ) ASLEYS o LAY
in ol o camd ¢ (Al sda e o 2aly a3 WT SL
Lo Joliall el pacdl dup IS il Jyllh A O
RYRRSWIRN]Fi) Rt \ PR P Y IR SR RGO O | I I 1) B e 1
olo g (Q0 ) pand (A4 (3 C‘“‘:’—’” ek e e 1Y ¢ el d
Al s e BT ST CLLA) e e (Y S B (ST
A5 0B et g Jlas VI pdey Ol ek oy Menins
o O} Gl lm A gl A J1 B4 b kSN Los
slg O3 ro gl sy s 1) NEMEE J aliol]
L3SV dn el e 4T SV 55 s by (A0) G
v o l> e b g Je 5y geex o3 0T Ll e

(O palls AU 5Lt
:‘,ALJ.H 33—1.“
1:'.9_,.” Q-.h:. QJJ.._....,.» Sy L L;,.b...\.g..T ji L.n)lf leﬂ_“j %AJI L’d.a.l (T)
d ﬂ..._:-U‘ 4"'].5"""""‘ U" _Ql ulm":!l .:J..ah > 403 ),a.l (.IJ“”

5.3_’ i:‘-'h}.bb Q_E,S O l.......:-:‘* -».-:-L” j\ = |3 m” alp .-__}S 151 4 5‘-13__.9”
lﬁ;J;n-___._-nJ‘ L."':'” ;.\U} . ;JALE” 5}4“ BAR 4...&;53' .o D 4\ J



VYV e i polite b (wB) VY s — el e A

(6) Ifit commits any material breach of this Agreement or of the provisions
of Law No. 66 of 1953, as amended by Law No. 86 of 1956, which are

sot contradicted by the provisions of this Agreement.

Such cancellation shall take place without prejudice to any rights which
may have accrued to the GOVERNMENT against CONTRACTOR
in accordance with the ptovisions of this Agreement, and, in the event
of such cancellation, CONTRACTOR :hall have the right to remove

from the Area all its personal property.

(b) If the GOVERNMENT deems that one of the aforesaid causes (other than

a force majeure cause referred to in Article XXII hereof) exists to cancel this
Agreement, the GOVERNMENT shall give CONTRACTOR Ninety (90)
day written notice period personally served on CONTRACTOR'’s General

Manager in the legally official manner and receipt of which is ackrowledged
by him or by his legal agents,to remedy and remove such cause ;butif for any
reason such service is impossible due to unnotified change of address, publj-
cation in the Offizial Journal of the GOVERNMENT of such notice shall
be considered as validly served upon CONTRACTOR. Ifat the end ofthe

said Ninety (90) day notice period such cause has not been remedied and

removed, this Agreement may be cancelled forthwith by Order or Presiden-

tial pDccree as aforesaid.

ARTICLE XXII
FORCE MAJEURE

(@) The non-performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this Agreement
shall be excused if, and to the extent that, such non-performance or delay is

caused by force majeure. The period of any such non-performance or delay
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together witit such pcriod as may be: necessary for the restcreticn ¢f any
damag: done:during such delay, shall be added to tk¢ timc given mn this
Agreemant for the performance of such obligaticn exd fcr the pafermance
of any obligation dependent therecn and, c.cn'sc quently, t¢ ke tarm f this

Aszreemsnt, but only with respeci te the bleck cr blccks aflccte €.

() “Forcs Myeure”’, withinthe meaning of this Article XXI1, skall be any
order, regulation or directicn'ofthc GOVERNMENT cfthe ARAE REPU-
BLIC of EGYPT, the government of The Netherlends, or the Geverrment
of Thz Uaited States of Amcrica with respect tc CONTRACTOR whether
promulgated in the form cf alaw or otherwisc cr any act of Ged, 1rsurrecticn,
riotl, war, strik:, and. other labor disturbance, fires, ficcds c¢r  any czusc not
du: to the fault or negligenee of EGPC or CONTRACTOR or either of them,

whether or not similar to the foregeing, provided that any such: cause is
beyond the reasonablc control of EGPC and CONTRACTOR, or either-of

thein.

(¢) Without prejudice to the above and-cxcept as may be otherwise providcd
herein, the GOVERNMENT shall incur no respounsibility: whatseever tg
EGPC and CONTRACTOR, or cither of them for any damages, restrictions
or loss arising in conscquence of such casc of force majeure except a force
majeure caused by the order, regulations or direction of thec GOVERN-
MENT of the ARAB' REPUBLIC OF EGYPT.

(d) Ifthz forc: maje ure event occurs during the initial explciaticn peried or any:
cxtension thereofand continucs in effect for a pertedof Six. (6 months
CONTRACTOR shallhave the option upon Nincty (9C) days prior written

notice to EGPC to termimate its obligaticns hercunder withcut further

tiability of any- kind.
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ARTICLE XXIl}

DISPUTES AND ARBITRATION

(@) Any dispute, controversy or claim arising out of or relating to this Agreement
or the breach, termination or invalidity thereof, between the GOVERN-
MENT and the parties shall be referred to the Jurisdiction of the appropria-
te A. R.E Courts and shall be finally settled by such Courts,

(b) Any dispute, controversy or claim arising cut of or relating to
this Agreement or the breach, termination or invalidity thereof, between
CONTRACTOR and EGPC shall be settled by arbitration in accordance
ﬁfith the Arbitration Rules of the Regional Centre for Ccmmercial Arbitra-

tion, Cairo (the Centre) in effect on the date of this Agreement, The award

of the arbitrators shall be final and binding on the parties.

(¢) The number of the arbitrators shall be Three (3).

(d) Each party shall appoint one arbitrator., If, within Thirty (30) days after
' receipt of the claimant’s notification of the appointment of an artitrator, the
respondent has not notified the claimant in writing of the name of the arbi-
trator he appoints,the claimant may request the Centre to apromt the

second arbitrator.

(¢) The two arbitrators thus appointed shall chcose the third arbitrater who
willact as the presiding arbitrator of the tribunal. If within Thirty (30) days
after the appointment of the second arbitrater, the two arbitrators
have not agreed upon the choice of the presiding arbifrator, then either
party may request the Seccretary General of the Permznent Ccourt of
Arbitration at The Hague to designate the ¢rrcinting zutkerity. Such
appointing authority shall appointthe presiding zititratcr in the s¢ILE,
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way as -a sole arbitrator would -be appoitnted under Article®.3 of the.
UNCITRAL Arbitration Rules. Such presiding  arbitrator shall bea

person of a nationality other than A.R.E,, ]]"he Netherlands or U.S.A. and
of a country which has diplomatic relations with A.R.E., The Netherlands
and U.S.A. and who shallhave no economid interest in the o1l business of

the sign_atg-ries hereto.

(f) Ualess othzrwise :ﬁgceed by the parties to the arbitratioy, the -arbitration

incluling the making of the award, shall taxe place in Cairo, A.R.E.

(g) The Egyptian Law shall apply to the dispute except that in the event of any
conflict between the Egyptian Laws and this Agreement (including the arbj-

tratien provision), the provisions of this Agreement shall govern.

(#) If for whatever reason arbitratipn in accerdance with the above procedure
cannot take place,them the partias agxee that al dwgmies, controversies or
claims arising eut of or relating tp this Agroememt or the breach, termination

- or invalidity thereof shall be s:ttled by arbitration in accordance with the

UNCITRAL rules.
ARTICLE XXIV
- BTATHS OF PARTIES

(a) The rights, sﬂuum,@blimﬁms and- hla"bllmes In «respe ¢t of EGRC and C‘ON
TRACTOR hsrenntder shall be serveral and ﬂ]Ut j')mt or co’lle'ctwe. it bem
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understood that this Agreement shall not be construed ag constituting an

assoclation or corporation or partnership.

() CONTRACTOR MEMBERS shall be subject to the laws of the place where
they are incorporated regarding thf_'i;' legal status or creation, organisation,
charter and by-laws, sharcholding, and ownership,  CONTRACTOR
MEMBERS shares of capital whibh are 'éntia*cly held abrdad shall not be
negotiablé inthe A.R.E. and shall not be offered for publfc subscription nor
shall they be suf)jlect to the :-_'::ta'mp tax on capital shares nor any tax or duty
in the A.R.E. CONTRAQTORM shall be exempted from the application

of L.aw No. 159 of 1931 as amoaded.

(c) All parties comprising CONTRA(CTOR shall be jointly ond severally

liable for the performance of the obligations of CONTRACTOR under
this Agreemeut.

ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY.

MANUFACTURED MATERIALS

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

(@) Give priority to local contractors and sub-contractors including EGPC’s
Affiliated Companies as long as their prices and performance are comparable
with international performance and prices of their services are not higher

thanthe prices of other contractors and sub-contractors by more thanten
(10) percent,

(&) Give preference to locally manufactured material, equipment, machinery and
consumables as long as their quality and time of delivery are comparable to
internationally available materials, equipment, machinery and consumables.

However, such material, equipment, machinery and consumables may be
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imported for-operations sonducted 'hersunder if thedocal prige of such items
at CONTRACTORs or Operating Company’s operating 'base in A R. E ds 48
more than Tend{190) percesmt higher than the prices of such *oeported Htems

ARTICYLE XXV

ARABIC TEXT

The Arabic version of thlS Agreement shall, before the Courts of A. Eﬁm
be referred to in construing or inferpreting this A,greemcni;, Pprovided however,
that in any arbitration pursuant to Article XXIII hereabove betwsen EGEC rand
CONTRACTOR the English and Arabic vemsians ghal be rei'nr:edm as ‘having

e e T
equal force in construing or interpreting the Agreement.

ARTICLE XXV
SHARING OF PERSONNEL

(@&} The parﬁ-és herefo ag&*ee ihat the Badr Petroleum Company (“Bapetco’’) is
hereby designated subjoct to Bapetep shareholders’ approval, and for so long
as they agree, to got as sub-contra.clor of CONTRACTOR or the Operating
Company lmdcr tI:us Agreement to . carry out developmﬁnt or exploration

J_ qpera.tmns, or ﬂthar actm ties ass:gnadto Ba,pelcoﬂ required by and in .a-ccord-

- ance w:tthe .provisions of this Agreement. Any such operations performed
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by Bapetco and expenditures required therefor shall be recoverable
under this Concession Agreement. Overhead and other charges and -payroll

of personnel engaged in activi ty for more than one concession agreement shall

be allocated on the basis of periodic time studies or upon such other basis or
bases as EGPC and the concerned party or

F o

partics may agree.

Bapetco shall be entitled to the excmptions referred to in Article X11I (a) and

Article XVII (b) hereof in respect of its operations on behalf of CONTRAC-
TOR orthe Operating Company under this Concession Agreement,

b) Nothing' in this Agreement shallbe construed as contsituting any relationship
to any Concession Agreement heretofore entered (into by the, parties hereto
or one of the parties hereto, and each of such Agreements”shallbe treated §
separataly'énd iﬁdapeﬁdently in all recpects, including but not limited to

royalties, taxes and the computation of the net profits of EGPC and
CONTRACTOR respectively.

() EGPC and CONTRACTOR shall use their best effortsto the effsct that the

officers, directors, other personnnel and offices of the Operating Company
shall, as faras reasonably possible, be the same as those of Bepetco, being
understood that the parties comprising CONTRACTOR under this Agree

ment shall be represented on the Board of Directors of the Operating §
Company under this Agreement.

ARTICLE XXVIII

GENERAL

The headings or titles to each of the Articles to this Agreement are

solely for the convenience of the parties hereto and shall not be used with

respect to the interpretation or construction of said Articles,
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ARTICLE XXIX
APPROVAL OF THF A.R:EE GOVERNMENT

This Agreement shall not be bindinguren any ofthe partics herete unless and
untila law is issued by the competcnt authorJtIT cf the ARF. sauthcrising the

Minister of Petroleum and Mmcr I'Rescurces to sign ssic Agreeriert gnd gwmg
this Agrecement full foreesand effeet of Taw no withstanding any ccuntcrvalhng

governmental enactment; and the: Ame—mfmf is signcd bty the GOVE-
RNMENT, EGPC. and. Contractor. |

SHELL . WINNING N.V:.

EGYPTIAN. GENERAL PETROLEUM, CORPORATION.

S :
Bﬁ' lllllllllllll L EY ALY I TY) F

ARAB REPUBLIC OF EGYPT
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, ANNEX “A*
CONCESSION AGREEMENT
BETWEEN

ARAB REPUBLIC OF EGYPT
AND

EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

SHELL WINNING N.V.
AND
PECTEN EGYPT OFFSHOREW WEST COMPANY
IN THE SHAQIQ OFFSHORE AREA
OF THE ARAB REPUBLIC OF EGYPT
BOUNDARY DESCRIPTION OF CONCESSION AREA

ANNEX “B’’is a provisionalillustrative map on scale 1:1,000,000 including*
the area covered and affected by this agreement.

Thisarea measures approximate ly 4389 square kilometers and is composed of
complete or part of 44 Blocks each complete Block of which is six (6) minutes

Latitude by six (6) minutes Longitude.

Itisto be noted that the delineationlines shown in ANNEX “B*are intended
to be only illustrative and provisional and do not show accurately their posttion

in relation to existing monuments and geographical features.

For the purpose of this agreement “Coast Line >’ shall mean the intersection of
the highest astronomical tide water level with the land.

The boundary description, defined on the Egyptian Geodetic System (As
described below), forms anintegral part of this ANNEX “A'’ and is given as

follows :




Yot din ke Vo B () Y SRl Laaw Sl il VR

igelg—

t Y akeidl op

JEdhs i - sl e G J*L‘.\ 2 vA ey s Ja o b éo\ii.k:.a
. v akdli

Yty iy e o e b

B2 %A Cey T dab b

i asl A s sl de B S e

. waikall

My gy e b

G5 vs vy s Jabls

Sldlaglbislant de b o &

: § akadll

ot L ool deo bt dordendloan v 4y "o s J"W

\ Azl e y2r
s ol oo | ella
cedhyom Y holsd) Slaayt
o oL Jo NV abi u.aJr:- o>
W o e o) 2 ) g i
Yo v 2= ) 2! o)
BVes ves ELI:”&EILH dan]
b Sl dL,_}‘ dap e Cy’ul‘ il
CETE S el
CIPVAY - AN b i
rl"“"&)\"‘"t’-- ey | . " b..:x‘ﬂ Y R s...a_,lm- |
<$J~a.» : | N<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>