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CONCESSION AGREEMENT FOR GASAND CRUDE OIL
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN NATURAL GASHOLDING
COMPANY
AMND
BG DELTALIMITED
AND
PICL (EGYPT) CORPORATION Ltd
IN
NORTH EL FANAR OFFSHORE
AREA
MEDITERRANEAN SEA
A.R.E.

This Agresment made and entered on this --——— day of —-—20— by and
between the ARAB REPUBLIC OF EGYPT (herenafter referred to
varioudy as the "A.R.E." or as the "GOVERNMENT"), the EGYFTIAN
NATURAL GAS HOLDING COMPANY, a legal entity created by the
Prime Minister Decrea No, 1008 of 2001, as amended, and according to
Law No. 203 of 1991, a5 amended (herainafler referred to &s "EGAS"),
BG DELTA LIMITED alimited by shares company organized and exiging
under the laws of England {hereinafter referred to as "BG") and PICL
(EGYPT) CORPORATION Ltd a limited by shares company organized
and exiging under the laws of Mdaysa (herandter referred to as "PICL").
"BG" and "PICL" shdl be heraingfter referred to collectively as

"CONTRACTOR" and individually as "CONTRACTOR Member",
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PREAMELE

WHEREAS, dl minerds, induding Petroleum, exigting In mines and
quarries in the A.R.E., induding its territorid walers, and in the ssabed
subject to its jurisdiction and extending beyond its temitorial walers, are
the property of the State;

WHEREAS, EGAS has gpplied to the GOVERNMENT for an exdusve
concesson for the Exploration and exploitation of Gas and Crude Oil in
and throughout the Area refemed to in Article |1, and described in Annex
"A" and shown spproximately on Annex "B", which are attached hereto
and made part hereof; (heranafter referred 1o as the "Ared"),

WHEREAS, "BG" and "PICL" agree to undertske thar obligations
provided hereinafter as CONTRACTOR with respect to the Exploration,

Deveopment and production of Petroleum in NORTH EL FANAR
OFFSHORE AREA. MEDITERRANEAN SEA:;

WHEREAS. the GOVERNMENT heraby desires to grant such concession
pursuant to this Agreement; and
WHEREAS, the Miniser of Pelroleum, pursusent to the provisons of
Law Mo. 66 of 1853 as amendad, may enter into a concession agreement
with EGAS. and with "BG™ and "PICL" as a CONTRACTOR in the said
Area
NOW, THEREFORE, the parties hereto agree as follows:
ARTICLE |

DEFINITIONS
(a) "Affiliaed Company” mesns a company:

(i) of which the shore capital, confarming a majorty of votes at
stockholders' mestings of such company. is owned directly or
indirectly by a party hereto; or

(ii) which is the owner directly or indirectly of share capita
conferring a maority of voles al slockholders mestings of a
party hareto; or
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(i) of which the share capital conferring a maority of voles at
sockholders' mestings of such company and the share capita
conferring a maority of voles al slockholders mestings of a
party herefo are owned directly or indirectly by the same

company,
(b) "Agreement" means this Concession Agresment and its Annexes.
ic) "AR.E." mesans the Arab Republic of Egypt.

(d) "Barrel" shdl consigt of forty two (42) United States gdlons, liquid
messure, comected o a temperalure of S xty degress Fahrenhealt (60°F)
a amospheri c pressure of 14.696 PSIA,

(e} "Brent Price” means the smple arithmetic average of the monthly
average price of the Mid of Pidts Prices Daled Brent for sx (6)
rmonths (-1, t-2, -3, -4, 1-5, 1-6) immedialdy precading the month of
delivery of the sold Gas expressed in U.S. Dollas/Barrel. "Dated
Brent" means the price assessment in USEbD (calculated using the
average of the mean of the dally highs and lows of Brent quotations)
as published in Platts Crude Ol Marketwire report.

(f) "BTU" (British Thermal Linit) meaans the amount of energy required to
raise the temperature of one (1) pound of pure water by one degres
Fahrenheit (1'F) from sixty degrees Fahrenheit (60°F) to sixty one
degrees Fahrenhat (61°F) &t a constant pressure of 14.606 PSIA.

(g) "Cdendar Year" means a period of twelve (12) months from 1%
January to 312 December according to the Gregorian calendar.

(h) "Commercial Discovery” has the meaning ascribed in Artida 11 (c)
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(i) Commercid Well:
i- "Commercid Gas Wdl" means the first well on any geclogical
lesture which, after testing for a period of nat more than thirty

(30) consecutive days, where practical, but in any event in
accordance with sound and accepted industry production
practices and verified by EGAS is found to be capable of
producing & the average rate of not less than fifteen million
(15000000) Sandard Cubic Fest of Gas per day (SCFPD). The

date of discovery of a Commercial Gas Wall is the date on

which such well is tested and completed according to the above.

ii- "Commercia Qil Wd1" means the first well on any geological
festure which, after testing for a period of not more than thirty
(30) consecutive days where practical, but in anvy event in
accordance with sound and accepted indusiry production
practices and verified by EGAS, is found 1o be capable of
producing a the average rate of not less than three thousand
(3000) Barrds of Oil per day (BOPD) in case of Gil wdl. The
date of discovery of a Commercia Oil Well is the date on which
such wall is tested and compl eted according to the above.
(i} "Commeraa Production” means Petroleumn produced and saved for
regular shipment or delivery, as may be applicable for Qil or Gas
(k) "Commercid Production Commencement” means the date on which
the firdl regular shipment of Crude Gil or the first regular ddiveries
of Gas are made.
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(h

"Condensate” means a mixture consisting principdly of pentanes and
heavier hydrocarbons which is recovered &s a liquid from Crude Oil
or Naturd Gas in processing and separati on facilities.

(m) "CONTRACTOR" could be one or mare companies (each company

to be individuddly referred to as a8 "CONTRACTOR Member").
Unless modified in accordance with Article XXI  herain,
CONTRACTOR under this Agreement shall mean "BG" and
“HGL"-

(n) "Cost Recovery Petroleum” has the meaning ascribed in Artide VI

(o)

{a){ 1) of this Agresment.

"Development”™ includes, without limitstion, gl the operations and
activities pursuant to gpproved work programs and budgels under
this Agreement with respect to:!

i- drilling, plugging, despening, slde tracking, re-drilling, completion
and equipping of development wells, and the change of a wel
gatus, and

ii- design, enginearing, congtruction, instalation, servicing and
maintenance of equipment, lines, systems facilities, plants and
rdated operations to produce and operate said developrment
wdls, taking, sving, treatment, handling, Sorage, transportation
and delivery of Petroleum, re-pressuring, recyding and other
secondary recovery projects; and

iii- transportation, storage and any other work or activities necesary
or ancillary to the activities specified in (i) and (i) sbove.

(p) "Development Block™ means an area the cormer paints of which have

to be coincdent with one (1) minute = one (1) minute laitude and
longitude divisons according to the International Coordinates Grid
Systemn, where possible, or with the exisling boundaries of the Area
covered by this Agreement as sat out In Annex A",
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(q) "Deveopment Lessa(s)" means rights and obligations under this
Agreament which through it an area that covers the Development
Block(s) is converted to a devalopment ease dfter the approvd of the
Minister of Petroleumn under Artide I11(d) of this Agreement. such
areq shoudd cover the geological structure capable of production, the
corner points of which have to be coincident with latitude and
longitude divisons according to the International Coordingtes Grid
Systemn, where possibla, or with the exisling boundaries of the Area
oowvered by this Agreement as st out in Annex "A",

ir) "Development Period” has the meaning ascribed in Article 1H{d)(iii)
of this Agreament,

(s} "Effective Datd” means the date on which this Agreement is signed
by the GOVERNMENT, EGAS and CONTRACTOR after the
relevant Law is issued.

(t) "EGPC" means the Egyplian Genera Petroleum Corporation, a legal
entity crested by Law No. 167 of 1958, as amended.

(u) "Exploration” indudes such geologica, genphysical, aerid and other
surveys 28 may be contaned in the spproved Exploration work
programs and budgets, and the drilling of shot holes, core holes,
sratigraphic tests, drilling Wells for the discovery of Petroleum or
the sppraisd of Petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supplies, materias,
services and equipment therefore, al as may be contaned in the
approved work programs and budgets The verb "explore” means the
act of conducting Exploration and the word "exploratory” means
relstive to Exploration.
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(v) "Exploration Block" means an area the comer points of which are
colncident with three (3) minutes = three (3) minutes latitude and
longitude divisons according to the International Coordinates Grid
Systern, where possible, or with the existing boundaries of the Area
oowvered by this Agreement 25 st out in Annex "A".

(w) "Exploration Work Program and Budgal” has the meaning ascribed
in Article [V(c) of this Agresment.

(x) "Excess Cosl Recovery™ has the mesming ascribed in Artide VII{a){2)
of this Agresment.

(y) "Financid Yesr" means the GOVERNMENT's finencad yeer
according to the laws and regulaions of the A R.E

(Z) "Gas" mesns nalural gas bath associaled and non-associded, and 4l
of its constituent dements produced from any well in the Area (other
than Liguid Crude Qil ) and al non-hydrocarbon substances therein

(g} "Gas Sdles Agresment” means a written agresment entered into
pursuant to Article Vil{e) between EGAS andlor CONTRACTOR
(as sdlers) and EGAS or athird party (as buyers), which contains the
terms and conditions for Gas saes from a Devdopment Lesse.

(bb) “Joint Venture Company” is a company to be formed in accordance
with Artide VI and Annet "D" of this Agresment.

(cc) "Liguid Crude Gil" or "Crude Oil* or "0il" means any hydrocarbon
produced from the Area which isin a liquid gate & the wellhead or
lesse separaiors or which is extracted from the Gas or casing head
Gas in a plant. Such liquid gate shall exist & sixty degrees
Fahrenheit (80'F) and amosphanic pressure of 14.696 PSIA. Such
term includes disillae and Condensate.

(dd) "Liquafied Naural Gas LNG" means Naturd Gas that has been
liguefied by cooling it to approximately negative two hundred and
sixty degress Fahrenheit (-260°F) & amospheric pressure,

(e=) “Liguefied Petroleum Gas LPG" means a mixture of principaly
butane and propana liquefied by pressure and temperaiura,
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(Ff) "Minimum Expenditure Obligations” means, in rdation to a given
Exploration pericd, the minimum amount of expenditure that
CONTRACTOR is obligated to spend during such Exploration
period as s oul, or a8 may be adjusted, in accordance with
Article |V(b) of this Agresment.

(ag) "Minimum Exploration Work Obligations” means, in relalion to a
given Exploration period, the minimum Exploration works that
CONTRACTOR shall undertake during such Exploration period as
st out, or & may be adjusted, in accordance with Article [V(b) of
this Agresment.

{hh) "Operator” means CONTRACTOR. (if it is one company) or one of
the CONTRACTOR Members (if they are more than one company),
as the case may be, appointed by them to be the entity to which, from
which and in whose name dl notifications relaled to or in connection
with this Agreement shall be made CONTRACTOR shdl notify the
name of the Operalor to EGAS.

(1) "Petroleum” means Ligquid Crude Oil of various densities, asphalt.
Gas, casing head Gas and & other hydrocarbon substances that may
be discovered and producad from the Area, or otherwise obtained and
saved from the Area under this Agreement, and al substances that
may be extracted Lhere from.

(j) "Production Sharing” has the mesning ascribed in Article VII(b)(1) of
this Agresment.

(kk) "Standard Cubic Foot (SCF)" is the amount of Gas necessary to fill
one {1} cubic foot of space & amospheric pressure of 14.696 PSIA
a a base temperaiure of sixty degrees Fahrenhait (60°F).

(1) "Ta Year" means the period of twelve (12) months according to the
laws and regulations of the A.RE..

(mm) "Year" means a period of twelve (12) months according to the
Gregorian calendar,
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ARTICLE I
ANNEXESTO THE AGREEMENT

Annex " A" is a desciption of the Area covered and affected by this
Agreement, hera nalter referred 1o as the "Areg”.

Annex " B" isaprovisond illustraive map on the scale of approximately
(1: S00D00)indicating the Area coverad and affectad by this
Agreement and described in Annex "A".

Annex"C (1/2)" istheform of a Bank or Production Letter of Guarantee
to be submitted by CONTRACTOR to EGAS for the sum of
nine million U.S. Dollars ($ 9000000) sfter the issuance of
the relevant law and before the date of signature by the
Minister of Petroleum of this Agresment, 1o guarantes the
eecution of CONTRACTOR's Minimum Exploration
Work Obligations hereunder for the first Exploration period
three (3) Years In case CONTRACTOR dects to enter the
second Exploration period and third Exploration period each
af three {(3) Years and two (2) Years respectively in
accordance with Article 111(b) of this Agresment, two (2)
smilar Letters of Guarantee shal be issued and be
submitted by CONTRACTOR on the day the CONTRACTOR
exercises |ts option to enter the second and third Exploration
pericds The Letter of Guarantes which is rdated to the
sacond Exploralion period shall be for the sum of sxty
million U.S. Dollars ($ 60000000} and the Letter of Guarantee
which is relaled to the third Exploration period shall be for
the surn of sixty million U.S. Dollars ($ 60000000) less in
both instances any excess expenditures incurred in the
preceding Exploration period permitted for carry forward in
accordance with Artide |1V(b) third paragraph of this
Agreement and approved by EGAS
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In ca=e of any shortfal (the difference between the amount
of CONTRACTOR's Minimum Expenditure Obligations for
any Exploration period and the total amount of expenditures
aciudly incurred and paid by CONTRACTOR and approved
by EGAS for the same Exploration period plus any carry
forward amount spproved by EGAS from the previous
Exploraion period, if any), EGAS shal notify CONTRACTOR
in writing by the value of such shortfal. Within fiftean (15)
days from the dae of this notificgtion, CONTRACTOR
shall transfer the amount of the shortfdl to EGAS's account
and if CONTRACTOR did not transfer the amount of this
shortfall within the mentioned fifteen (15) days, EGAS has
the right to liguidate the concerned Letter of Guarantes.
Each |etter of the three (3) Letters of Guarantes shdl remain
effective for sx (6) months after the end of the relevant
Exploration period for which it has been issued, except as it
may expire prior to that time in accordance with its terms.
The CONTRACTOR has the right to submit a letter that
anfitles EGA'S to solidfy an amourt, from the CONTRACTOR's
dues at EGASEGPC, equal to the financial commitment of
the then current Exploration period,

Annex " D" isthe form of a Charter of the Joint Venture Company to be

formed as provided for in Article VI hereof,

Annex " E" isthe Acoounting Procadura
Annex " F" isthe Devdopment L sess abandonmeant cogt recovery mechaniam.
Annex " G" iscurrent maps of:

1- The National Gas Fipeine Grid Sysem.

2- Crude and Condensate Pipaline Netwaork.,

3- LPG Pipaline Network.
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If Gasisdisposed of for export, the point of delivery shall be agresd by
EGAS and CONTRACTOR.
Annewes "A", "B", "C", "D", "E", "F" and "G" o this Agreement are
hereby made part hereof, and they shall be considered as having equal
foree and dfect with the provisions of this Agreement.
ARTICLE I
GRANT OF RIGHTSAND TERM

The GOVERNMENT hereby grants EGAS and CONTRACTOR, subject
to the terms, covenants and conditions sat out in this Agreement, which
insofar as they may be contrary 1o or incons stent with any provisions of
Law MNo. 66 of 1953, a8 amended, shal have the force of law, an exclusive
concession in and to the A rea describad in Annexes "A" and "B".

{a) The GOVERNMENT shal own and be entitled to, as hereinafter
provided, a royalty in cash or in Kind of ten percent (10%) of the
totd quantity of Petroleum produced and saved from the Area during
the Deve opment Period including its extensian, if any. Sad royaty
shdl be borne and paid by EGAS and shal not be the obligation of
CONTRACTOR in case EGAS buys CONTRACTOR's share, The
payment of royalties by EGAS shall not be desmed to result in an
income aftributable to the CONTRACTOR.

In case CONTRACTOR disposes dl or part of its share of Production
Sharing, by itself to locd market after obtaning the Minister of
Petroleum’s approval, CONTRACTOR shal pay to EGAS an
amount equal 1o the royaty to be pad by EGAS in respect of such
Petroleum, the payment of such royaties by CONTRACTOR shall
be deernead to be non-recoverable cost.

In case CONTRACTOR export al or part of its share of Production
Sharing, solely or jointly with EGAS after obtaining the Minister of
Petroleurr's spprova, CONTRACTOR shall pay to EGAS an amount
equa o the royaty 1o be pad by EGAS In respect of the quantities
exported by CONTRACTOR, the payment of such roydties by
CONTRACTOR shall be deerned to be non-recoverable cost,
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by A firsd Exploration period of thres (3) Years shall start from the

Effective Date Second Exploration period of three (3) Years and

third Exploralion period of two (2) Years, shal be granted to

CONTRACTOR &t its option, upon written notice given to EGAS

not less than thirty (30) days prior to the end of the then current

Exploration period, as may be extended pursuant to the provisions of

Article V{a), and subject only to CONTRACTOR hawving fulfilled its

obligations hareunder for that period. This Agresment shal be terminaied

if neither a Commercid Discovery of Oil nor a Commercia Discovery
of Gas is edablished by the end of the eighth (87 Year of the

Exploration phase, a5 may be extended pursuant to Article V({a). The

dection by EGAS 1o undertake a sole risk venture under paragraph (c)

below shall neither extend the Exploration period nor affect the

termination of this Agresment asto CONTRACTOR.
(c) Commercial Discovery:

(i) "Commercad Disocovery"” whether of Oil or Gas may conss of one
{1) producing resarvoir or a group of producing reservoirs which
is worthy of being developed commercidly. After discovery of a
Commerdid Oil or G= Wdl, CONTRACTOR shall, unless
otherwise agread upon with EGAS underiske as part of s
Exploration program the apprasd of the discovery by drilling one
(1) or more appraisal wdls o determine whether such disoovery
is worthy of bang developed commercidly, taking into
cons deration the recoverable reserves, production, pipeline and
termind faalities required, estimaed Petroleum prices, and 4l
other relevant technical and economic factors.

(ii) The provisons |lad down herein postulate the unity and
indivisibility of the concepts of Commercid Discovery and
Development Lease. They shal apply uniformly to Oil and Gas,
urdess otherwise specified.
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(iii) CONTRACTOR shal give notice of a Commercia Discovery to
EGAS immedigely after the discovery is considered by
CONTRACTOR to be worthy of commercia devel opment but
in any event, with respect to a Commercial Qil Well, not later
than thirty (30) days following the completion of the sscond
apprasd wall or twalve (12) months following the date of the
discovery of the Commercial Oil Well, whichever is earlier; or
with respect to a Commerca Gas Well, not |ater than twenty
four (24) months from the date of the discovery of the Cammerad
Gas Well (unless EGAS agrees to extend such period either for a
Commercid Qil or Gas Well). CONTRACTOR shdl dao have
the right to give such notice of Commercad Discovery with
respect to any reservolrs) if the well(s) thereon in its opinion,
considered collectively could be worthy of commercd development
alter EGAS approval.

Without prejudice to the provisions of Artide (V)(a) fourth (47}
paragraph, if CONTRACTOR achieves a Commercd Disoovery
either for Oil or Gas within a period less than the period
mentioned above and before the end of the last Exploration
period, the CONTRACTOR should submit to EGAS such natice
thirty (30) days before the end of the |ast Exploration period,
and in case CONTRACTOR didn't submit such notice within
such period, EGAS shall have the right to exerciss the sole risk
venture by any other means deemed to be approprigte by EGAS
and the CONTRACTOR has no right to have recourse against
EGAS for compensation or expenditures or costs or any sharein
procuction,

CONTRACTOR may dso give a nolice of a Commercia
Discovery of Oil in the event It wishes to undertake a Gas

recydling project
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A notice of Commercia Discovery of Gas shall contain al
detalled paticulars of the discovery, especidly the arem
containing recoverable reserves, the edimated production
potential and profile, fidd life, Gas andlysis, the reguired
pipeline and production facilities, edimated Development costs,
estimated Pefroleum prices and all other relevant technical and
economic factors (unless othenwis2 agreed upon by EGAS).
"Date of Notice of Commercial Discovery” means the date on
which CONTRACTOR natifies EGAS of (i) the exigence of a
Commercia Oil Well or a Commercid Gas Well or (ii) with
respect to any wall(s) in a reservoir if, in its opinion, the
reservoir or a group of reservoirs, considered collectively, could
be worthy of commeraa development.

(iv) If Crude Gil or Gas is discovered but is not deemed by

CONTRACTOR to be a Commerciad Discovery of Oil or Gas
under the sbove provisons of this paragraph (c), EGAS shal
one (1) month after the expirgiion of the period specified above
within which CONTRACTOR can give notice of a Commercia
Discovery of Oil or Gas or thirteen (13) months ater the
completion of a well nol considered to be a Commeraa Qi
Wel or twenty five (25) months after the compition of a wel
not considered to be a Commerciad Gas Well, have the right,
following sixty (60) days written nolice to CONTRACTOR, a
its sole cost, risk and expense, to develop, produce and dispose
of dl Crude (il or Gas from the geological feature on which the
well has been drilled. Said notice shall stae the specific area
covering said geological feature to be developed, the wells to be
drilled, the production facilities to be instdled and EGASS
estimated cost thereof, Within thirty (30) days after receipt of
sad notice CONTRACTOR may, in writing, elect to develop
such area as hereunder provided for in the case of Commercial
Discovery. In such event al terms of this Agresment shall
continue to apply to the specified area.
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If CONTRACTOR dlects not to develop such area, the specific
area covering said geological feature shall be set aside for sole
risk cperalions by EGAS. such area to be mutualy agreed upon
by EGAS and CONTRACTOR on the basis of good Petroleum
industry practice. EGAS shal be entitled to perform such
opergtions or, in the event the Joint Venture Company has comea
into existence, 1o have the Joint Venture Company perform such
operaiions for the account of EGAS and a EGAS's sole cost,
nek and expense or by any olher means desmed to be
approprigte by EGAS for developing such discovery. When
EGAS has recovered from the Petroleum produced from such
specific area a quantity of Petroleum equa in value, pursuant to
the vauation principles st forth in Article Vilic), to three
hundred percent (300%) of the cost it has incurred in carrying
out the sole risk operdions, CONTRACTOR shall have the
option, only in the event that there has been a separdle
Commercia Discovery of Oil or Gas, dsewhere within the
Area lo share in further Development and production of that
specific area upon paying EGA S one hundred percent (100%) of
such costs incurred by EGA S,

Such one hundred percent (100%) payment shal not be
recovered by CONTRACTOR. Immediatedy following such
payment, the specific area shal aither (i) revert to the status of
an ordinery Development Lease under this Agresment and
thereafter shall be operated in accordance with the terms hereof;
or (i) dternativaly, in the event that & such time EGAS or its
Affilisted Company is conducting Development operations in
the area & iIts sole expense and EGAS elects to continue
operaing, the area shdl remain st asde and CONTRACTOR
shall only be entitted fo its share of Production Sharing
percentages of the Crude Oil or Gas as specified in Artide VI I{b).
The sole risk Crude Cil or Gas shal be vaued in the manner
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provided for in Article VII(c). Inthe event of any termination of
this Agreement under the provisions of Artide |11 (b}, this Agreerment
shall, however, continue to apply to EGAS's operdions of any
sole risk venture hereunder, dthough this Agreement shal have
been terminated with respect to CONTRACTOR purssant to the
provisions of Article [11(b).

(d) Conversion to a Devaopment L easer
(I} Following a Commerad Discovery of Gil purssant o the lat

parsgraph of Artide lI{cKiii), EGAS and CONTRACTOR shal
endeavor with diligence to find adequale markets capable of
absorbing the production of Oil. Thereafter, EGAS and
CONTRACTOR shall mest with aview to assessing whether the
outlets for such Qil and other redevant Tactors warranlt the
Development and production of the Oil in accordance with and
subject to the conditions et forth in Artidea VI,

(i) Following a Commercd Discovery of Gas pursuant to the last

paragraph of Artide llI{c)iii), EGAS and CONTRACTOR shal
endeavor with diligence to find adequate markets capable of
ahsorbing the production of the Gas. EGAS shal notify
CONTRACTOR within one (1) Y ear from the Date of Notice of
Commerciad Discovery of Gas if EGAS requires such Gas for
the locd markel, and the expected annud schedule of demand
for such Gas. Thereafter, EGAS and CONTRACTOR shall mest
with a view to assessing whather the outlets for such Gas and
other rddevant factors such as Gas price warrant the Development
and production of the Gas and, in case of agreement, the Gas
thus macde avalldble shdl be disposad of to EGAS under a Gas
Sdes Agreament in accordance with and aubject fo the
conditions sek forth in Article VII. In case of unavalability of
locad markel capable of absorbing such Gas EGAS andior
CONTRACTOR shall endesvor with diligence to find adequate
mearkets aboroad capable of absorbing the production of such Gas
subject to the Minister of Petroleum’'s approval .
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Based on the scheme of disposition of Oil or Gasin (i) and (ii)
shove, the CONTRACTOR should subrrit to EGAS the Deveopment
Flan including abandonment plan of the Devdopment area
which shal be contained for example bt not limited to
abandonment procedures and estimated cost. The mechani sm for
recovering such costs shall be acoording o Annex” F*. The
Development Lesse shandonment cost recovery mechanism
shall be annexed to the Development Lesse gpplication.
CONTRACTOR should aso submit the Derdopment Lesse
application which should comprise the extent of the whole area
capable of production to be covered by the Development Lease,
the Petroleum reserves and the Commercad Production
Commencement dale, in accordance with what was agreed upon
by EGAS and CONTRACTOR.

In case of requesting a Gas Devalopment Lesse, the application
should include in addition to what sated above, the Gas price
which was agread upon by EGAS and CONTRACTOR pursuant
to Artide VII{c)(2). Then the Development Lease should be
subject to the Minister of Petroleum’s approval and such area
shall then be converted automatically into a Development L ease
without the issue of any addifional lega instrument or
permission. The date on which the Minister of Petroleum
approves the Development Lesse Application will be the
"Developrment Lesse Approva Date”,

In case CONTRACTOR faled to submit the Deveopment
Lease spplication within three (3) Years from the Dale of Natice
of Commercd Discovery of Oil or Gas made by
CONTRACTOR to EGAS (unless otherwise agreed upon by
EGAS), the CONTRACTOR |s committed to surrender such Cil
or Gas reservesto EGAS

EGAS can freely elect to develop such specific area covering
sad genlogica structure containing the said Petroleumn reserves
tha the CONTRACTOR faled to submit the Development
Leass application by any other mean deams to be gpproprige by
EGAS The CONTRACTOR has no right to have recourse
agang EGAS for compensaiion or expendifures or cosls or any
sharein production.
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(ili) The "Development Period” of each Development Lease shall be
a5 follows:

{aa) In respect of a Commercid Discovery of Oil, it shal be
twenty (20) ¥ ears from the Development Lesse Approval
Date plus the Extension Period (as defined bal ow); provided
that, if ater the conversion of a Commercid Discovery of
Gil into a Devaopment Lease, Gas is discovered in the
same Development Lease and is used or is capable of baing
used locally or for export hereunder, the period of the
Development Lease shal be extended only with respect to
such Gas, LPG exiracted from such Gas and Crude Oil in
the: form of Condensate produced with such Gas for twenty (20)
¥ aars from the Date of Notice of Commeraid Discovery of
Gas made by CONTRACTOR to EGAS plus the Extension
Period (a5 defined bedow), provided that the duration of
such Development Lesse based on a Commerad Discovery
of il shall not be extended beyond thirty (30) Years from
the Development Leasa Approval Date of such Commercial
Discovery of Qil.

CONTRACTOR shdl immedigdy notify EGAS of any Gas
discovery but shall not be required to apply for a new
Development Lesse in respect of such Gas.

(bb) In respect of a Commercia Discovery of Gas, it shdl be
twenty (20) Years from the Devalopment Lease Approval
Date, plus the Extension Period (as defined below), provided
that, if after the conversion of a Commercid Discovery of
Gas into a Development Lease, Crude Oil is discovered in
the same Devdopment Lease, CONTRACTOR's share of
such Crude Qil from the Devdopment Lease (except LPG
extracted from Gas or Crude Oil in the form of Condensate
produced with Gas) and Gas associated with such Crude Oil
shall revert entirely to EGAS upon the expiry of twenty (20)
¥ ears from the Date of Notice of Commercid Discovery of
Crude Oil plus the Extension Period (as dafined balow).
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Motwithatanding, anything to the confrary under this Agreement,
the duration of a Devdopment L ease besed on a Commerdia
Discovery of Gas shal in no case exceed thirty (30) Years
from the Development Lease Approval dale of such
Commercia Discovery of Gas

CONTRACTOR shdl immediatdy notify EGAS of any
Crude Oil discovery but shall not be required to spply for a
new Devel opment Leasa in respect of such Crude Qil.

{cc) The notification to EGAS of the discovery of Gas in a
Devel opment Lesse based on Commercid Discovery of Oil,
or vice versa, should inddude &l technica information
mentioned in Artide 111{c){i} and {iii) above.

{dd) The "Extension Period” shal mean a period of five (5) Years
which may be dected by CONTRACTOR upon sx (B)
months prior written request sent by CONTRACTOR to
EGAS priar to the expiry of the relevant twenty (20) Year
period supplemented by technical studies, including the
evaudion of production period, the expected levels of
production during the Extension Period, CONTRACTOR's
obligations and redevant economic consdertions. The
Extension Period is subject to the Minisgter of Petroleum's
approval,

(&) Development operations shall, upon the issuance of a Development
Leese granted following a Commercial Discovery of Oil or Gas be
started promptly by the Joint Vernture Company and conducted in
accordance with good Petroleum fields practices and accepted
Petroleum enginesring princples, until the figd is cons dered o be
fully developed. It is underslood thal if associded Gas is not utili zed,
EGAS and CONTRACTOR shall negotiate in good faith on the best
way to avoid impairing the production in the intarests of the parties.
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In the evert Commercial Production Commencement of Oil or Gas
has not starfed from any Qil or Gas Development Lesss in
accordance with the items specified in the granted Devel opment
Lessa tha CONTRACTOR shal immediataly surrender such petroleum
resarves to EGAS and rdinguish the rdevant Devdopment Lesse
funless otherwise agreed upon by EGAS); without any right to
CONTRACTOR to claim for recovering any expenditures spent by
CONTRACTOR or any compensalion redevant o such Pelroleum
resanyes, Such relinquished area is considerad to be contained of the
CONTRACTOR's ralinquishments obligations a the end of the then
current Exploration period, if any.

In the event no Commercid Production of Gil, in regular shipments
or Gas in regular deliveries, is eslablished from any Development
Block in any Qil or Gas Deveopment Lesse within four (4) Years
from the Commercid Production Commencement for Oil or Gas,
COMNTRACTOR shdl immediagly rdinquish such Development
Block & the end of these four (4) Years unless it is sharing in
production with another Commercid Discovery of Oil or Gas in the
same Development Lesss A periodicd revision shal take place
every four (4) Years during Devdlopment Period of the same
Development Lease, in order to rdinquish any Devdopment Block
not producing or not contribuling to production in the same
Development L ease,

In case the production has stopped from any well, and the
reproduction hasn't started within a period of maximum one (1) yesr
from the date of such siop, a revision for the Development Lesse
block(s) will take place in order to relinguish the Development
Block(s) not contributing to production from such Development
Lesse (unless EGAS agrees Lo extend such period).

Each Devedopment Block in a Development Lesse being partly
within the radius of dranage of any producing wel in such
Development Lease shall be considered as participaiing in the
Commercial Production referred to above
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If EGAS deerms or upon spplication by CONTRACTOR, it is
recognized by EGAS that Crude Qil or Gas is being drained or might
be drained from an Exploration Block under this Agreement into a
cheval opment Mock on an adjoining concession area hald by the same
CONTRACTOR or another contractor, such Exploration Block baing
drained or which will be draned from shal be considered =s
participating in the Commercia Production of the Development
Block in guestion and the Exploration Block baing drained shal be
converted into a Devel opment Leass with the ensuing dlocahon of
costs and production (calod ated from the Effective Date or the date
such dralnage occurs, whichever islaler) batween the two concession
aregs. The dlocation of such costs and production under esch
concession agreement shall be in the same portion that the
recoverable resarves in the drained geological structure underlying
each concession area bears to the totd recoverable reserves of such
structure underl ving both concession aress. The production allocated
to a concession area shall be priced according to the concession
agreement covering tha area

In case of falure by the CONTRACTOR in this Agreament and the
contractor in adjoining concession area to agree on the dlocation of
coats andfor production for such separate Devel opment L eases under
each concession area, such disagresment shall be resolved by expert
determinalion, the expert (o be agreed upon by the two confractors.
EGAS shdl have the right to interfere and induce the contractors to
fully cooperate and resolve the drainage matter in expadient manner
25 per the expert decision, such that neither contractor shall be
unjustifiably enriched. The cost of the expert shall in no event be
recoverad,



YA R ema YO () S0 0 sl = L Ml L 0

By Al dhn | 2 il mally G G iy gL ey ()

33156 ] Jats Y Sl ey RIS i 3 e LSS 00 gt Sl

iyl LIS 0 3l Y Ul a ] allany Lo mnyy gLt NI e

[LC PR T S R [y, [T R - S A PR RN o B g W

sl e okl paadl ke sl o LW ILLE Soldy ally

il e il o gl ) ] BB YT 00 5l e ¢ L]

gl 53U ) G Syl olome] ot s ilacall 52

Stz oozl WF poap o deall ol &y e o 0,8 J L paie (V) ()

hoacay Ly il day g iy il O iy g Lad ol 0
Al e e LAY jas o L La ihedly SUL iy

0 e g Tyl ey e adl LY sl o Y gts Jyhill 5 S5 (Y)
Sl s ol LY a8 ) e
Laml o 6 5] alasy Y1 e Logy (Y0 g tey i Ly all
il B e el e iy )l e A ] a3
s el ool e Lags (V0 e das Y 1330 L e sl
P R FESE N Y- LN [PRCAE PO | g [ B |
el Glme Yl a ol i el bl o ] ] 3

forf ot mall Lol il 2 Jylial) gl el pSus (F)
PO [ 3| PP PO - PRt 1 -y | I PR
L AP T Pt | Y OO O Y11 PSS T [ (PO
L) s (1) s A L1SaY Wiy Syl e o il Jy <l g8 3
gl | 53l e



RN PR L USRS T I 4 ) PN IS | R SO [ ST

(f) CONTRACTOR shall beer and pay al the costs and exxpenses
required in carrying out al the operalions under this Agresment. but
such costs and expenses shal not include any interest on investment.
CONTRACTOR shal look only to the Petroleum to which it is entitled
under this Agreement 1o recover such costs and expenses. Such costs
avd extpenses shall be recoverable as provided in Article V1. During
the term of this Agreement, the total produchion achieved in the
conduct of such operations shall be divided between EGAS and
CONTRACTOR in accordance with the provisions of Artide VI,

(g)
(1)

(2)

Unless otherwise provided, CONTRACTOR shall be subject to
Egyptian income tax laws in AR.E. and shall comply with the
requiraments of such [aws with respect to the filing of returns, the
aesesgment of tad and kesping and showing of books and records

CONTRACTOR shdl be liable to prepare the income tax return
saement. CONTRACTOR shall submit the tax return staterment
lo EGAS at least twenty five (25) days prior to the due date of
submitting thereof to the tax authority. EGAS shall have the
right to review the tax returm statement in order to approve the
tax calculation therein, EGAS shall provide comments on such
lax return statement within fiftesn (15) days from the date of
recaiving the tax return staement from CONTRACTOR. In any
case CONTRACTOR shal be responsible for submitting the tax
return statement to the tax authority within the lega due date.

(3) CONTRACTOR's annual income for Egyptian income tax in

M.RE. purposes under this Agreement shall be an amount
calculated as follows

Thetotd of the sums received by CONTRACTOR from the sde
or other dispostion of dl Petroleumn acquired by CONTRACTOR
pursuant to Article VII(a) and (b);



YA R ema YO () S 0N sl = L B L BY

i o it
5 gl Gl | iyl |y ISl 4
s el iy ] oIS sl ) 2R S | A L S LY

gLl 5Ll Wy suf L8 Lo ol s o legd

2 il
Ywms ylil] e Gz e et Al ol Sl sl Lk
" ol Ll s Ayl B3l b dadl dd il
oo el ] el sl b ke Mamal | oSl all iy Jylall LB Al
Joall ot Dstall I (alasd ) 5291 ZELSY1 23 ¥ ()0 3) 2200l 5aLd
] il gl ey L &y ! Joll Dy e a2 Jalil gl
LI 5 g g i Tl b S AN g il a2 2
i W Y iy okl g SN it Rty gL Sl
A8 Ty Tl 530 e 5155000 6 Sacaml ] 2 pel ity alazel 8
LYl sde ponie olbeall s 2 e dilastl Syl Sy pmey LSS pas
55 aedlong el il e Ll 5ol g (1) 5,000 S Lpfms Y 21,
ol ol e 0l Y iy il A

oo Al ) ol G e iz Gy JHLAL) b sy s el e (£
a daizaally padtl g 2l e alo] e 3y Lyl e Ll g
il il g pzay il Bl s Ly 2] Silolaall b Jenad) 2y

il Ly Yz ins i Lylis Jabill ey by | Ldis



LA R L - USRS T I 18 ) - IS | R S [ ST

Reduced by:

(i} Theoosts and expenses of CONTRACTOR; and

{ii) The vaue of EGASs share of the Excess Cost Recovery | if
any, to be pad to EGAS in cash or in kind a8 delermined
according to Article VII;

plus

Anamount aqud to CONTRACTOR's BEgyptian incometaxssin ARE

grossad-Lp in the manner shown in Article VI of Annex "E”.

In cass CONTRACTOR pays its own taes pursuant to the

second or third paragraph of Article 111{g)(4), the iast addition

(gross-up) shall not be applied to the eguation to calculate

CONTRACTOR's annua income for Egyptian income tax for

such laxes

For purposes of above mentioned tax deduchions in amy Tax

Year, Articde VIl{a) shadl apply only in respect of dassification

of costs and expensss and rales of amortization, without regard

to the percantage limitation referred to in the first paragraph of

Articie VII{a)(1). All costs and expenses of CONTRACTOR in

conducting the operations under this Agreement which are not

controlled by Article VIl(a) as above qualified shall be

deductible in accordance with the provisions of the Egyptian

Income Tax Law.

(4) EGAS shal assume, pay and discharge, in the name and on
behaf of CONTRACTOR, CONTRACTOR's Egyptian i ncome
tex in A.RE out of EGAS's share of the Petroleumn produced
and saved and not usad in Petroleum operations under Artide
VI, All taxes pad by EGAS in the name and on behdf of
CONTRACTOR shal be considered a5 income to
CONTRACTOR,
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In case CONTRACTOR disposes of dl or part of its share of
Production Sharing, by itself to local market and after obtaining
the Minigter of Peroleum's gooroval, CONTRACTOR shal
bear and pay to EGAS an amount equd to the CONTRACTOR's
Egyptian income ta in respect of the value of such Petroleum,
the payment of such tax by CONTRACTOR shal nather be
oons derad a5 income nor 86 recoverable cos! o CONTRACTOR.

In cese CONTRACTOR exports dl or part of its share of
Production Sharing, soldy or jointly with EGAS, and after
obtaning the Minister of Petroleum's spprovad, CONTRACTOR
shall pay to EGAS an amount equal to the CONTRACTOR's
Egyptian income tax in respedd of the vaue of the guantities
exported by CONTRACTOR, the payment of such tax by
CONTRACTOR shall neither be considerad as income nor as
recoverable cost to CONTRACTOR.

EGAS shall furnish to CONTRACTOR the proper officia
recaipts evidencing the payment of CONTRACTOR's Egyptian
income tax in ALRLE. for each Tax Year within ninety (90) days
following the recaipt by EGAS of CONTRACTOR's income tax
refurn stalement for the preceding Tax Yesr. Such recaipts shall
be i ssuad by the proper tax authorities and shal date the pad amount
and other particulars that are customary for such receipis

As used herain, Egyptian Income Tax in A RE. shdl be incdusive
of al income taxes payable in the A R.E. (including tax on tax)
such a8 the ta on income from movable capitd and the tax on
profits from comimerca and indusing and inclusive of taxes based
on income or profits, including dl dividends withholding with
respect to shareholders and other taxes imposed by the
GOVERNMENT of ARE. on the disribution of income or
profits by CONTRACTOR.
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(7) In calculaing itsincome taxes in A R.E., EGAS shall be entitled
o deduct dl roydties pad by EGAS to the GOVERNMENT
and CONTRACTOR's Egyptian income taxes paid by EGAS on
CONTRACTOR's behaif.

ARTICLE IV

WORK PROGRAM AND EXPENDI TURES DURING
EXPLORATION PHASE

{a) CONTRACTOR shdl commence Exploration operations hereunder
not I1der than sx (6) months from the Effective Dae EGAS shal
miake avalable for CONTRACTOR's use al sassmic, wells and other
Exploration datawith respedt o the Area as EGAS is entitled to do 5o,

(b) Thefirg Exploraion period shall be of three(3) Years CONTRACTOR
may =ect to enter one (1) or two (2) successive periods, three (3)
Years for the second Exploration period and two (2) Years for the
third Exploration period, in accordance with Article 111(b), each of
which upon a written application to EGAS & |ead thirty (30) days
before the end of the then current Exploration period, subject to
EGAS's approva and CONTRACTOR's fulfillment of its Minimum
Exploration Work Obligations and its Minimum Exploration Work
Obligations and its Minimum Expenditure Obligations hereunder for
the then current Exploration period.

For the firg Exploration period, CONTRACTOR shdl spend a
minimum of nine million U.S. Dollars ($ S000000) on Exploration
operations and activities related thereto, which shall be the Minimum
Expenditure Obligati ons for the first Exploration period of thres (3)
Years, provided that the Minimurm Exploration Work Obligations of
CONTRACTOR in such period shall be to acquire two thousand two
hundred and fifty square kilometers (2250 km?) of 3D seismic
program. CONTRACTOR has the right to drill one (1) exploratory
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well during that period, depending on the resulls of the 30 sssmic
interpretation. In case CONTRACTOR did not drill such wall during
the first Exploration period, this well will not be considered a5 a part
of the Minimum Explaration Work Obligations which is camied
forward for the second Exploraion period. For the second Explordion
period of three (3) Years that CONTRACTOR deds to enter after
the first Exploration period, the Minimum Expenditure Obligations
shall be sixty million U.S. Dollars (3 60000000), provided that the
Minimum Exploraion Work Obligations for the CONTRACTOR in
such period shall be o reprocsss one thousand and five hundred
square kilometers (1500 km#) of 3D seismic data and drill one (1)
exploratory well. In case CONTRACTOR did not drill an exploraory
wal during the first Exploration period, CONTRACTOR shdl be
committed technicaly and financidly to drill the exploratory well of
the second Exploration period during the first year of the second
Exploration period, subject to prior agresment with EGAS on the
terms of the second Exploraiion period lefter of guarantee before
entering into the second Explorgtion peried. In case CONTRACTOR
drilled an exploratory well during the first Exploraion period,
CONTRACTOR ghal drill the explorstory well of the second Explorstion
period any time during such period. For the third Exploration period
of two (2) Years tha CONTRACTOR dects to enter after the second
Exploration period, the Minimum Expenditure Obligations shall bea
sixty million U.S. Dollars (5 60000000), provided that the Minimum
Exploration Work Obfigations of CONTRACTOR in such period
shall be to drill one (1) exploratory wall,
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In cae CONTRACTOR spends more than the Minimum Expenditure
Obli gati ons required to be expended or performs works {approved by
EGAS) in exoess of the Minimum Exploration Work Obligations
during any Exploraion period, the excess expenditure andfor works
shal be sublracted from the Minimum Expenditure Obligations
andior the Minimum Exploration Work Obligations for  any
succeeding Exploration period, asthe case may be

EGAS may approve CONTRACTOR's request to enter the sucoeeding
Exploration period in the event the CONTRACTOR has failed to
fulfill any of its Minimum Exploration Work Obligations of the then
current Exploraiion period subject to its fulfillment of the Minimum
Expenditure Obligations for such period,

If CONTRACTOCR is dlowed to enter the succeeding Exploration
period without having fulfilled al of its Minimurm Exploration Work
Obligations, the part of the Minimum Exploration Work Obligations
which has not been fulfilled shall be carried forward to the
succeading Exploration period and CONTRACTOR shall submit a
soparate letter of guarantes with the value of the part of such
Minimum Exploration Work Obligations which shall be vaid until
the end of the succeeding Exploration period. Such letter of
guarantes cannot be reduced by any other expenses that do not ral ate
ta the specific obligation{s) it guarantess.

Such ldter of guarantee shal not be retumed except after the
execution of the carried forward obligation. EGAS shal have the
right to liquidate the latter of guarantes in case the carried forward
obligation is not executed by the end of the succeeding Exploration
period, In such casa CONTRACTOR shall not be entitled to recover
such values as Exploralion expenditures in the manner providad for
under Artide V1l in the event of Commercial Production.

In case CONTRACTOR surrenders its Exploration rights under this
Agresment as st Torth sbove before or at the end of the first
Exploration period, having expended less than the total sum of the
Minimum Expenditure Obligations for such period on Exploration
operdions, an amount equa to the difference belwesn the said
Minimum Expenditure Obligations and the amount actuadly spent on
Exploration and approved as recoverable cost by EGAS shall be paid
by CONTRACTOR to EGAS & the time of surrendering or within
six (B) months from the end of the first Exploration period, as the
case may ba
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Any expenditure deficiency by CONTRACTOR &t the end of any
sucoessive Exploration period for the ressons staled above shal
similarly result in a payment by CONTRACTOR to EGAS of such
deficiency. Provided that this Agreement is &ill in force a5 to
CONTRACTOR, CONTRACTOR shal be entitied to recover any
such payments as Exploration expenditure in the manner provided
for under Article VI in the avent of Commercia Production.

Without prejudice to Aricle 11l (b), in case no Commercia Oi
Discovery is established or no notice of Commercia Gas Disoovery
is given by the end of the aghth (8™ Year, as may be extended
pursuant to Article V(a), or in case CONTRACTOR surrenders the
A rea under this Agreament prior to such time, EGAS shall not bear
any of the aforesaid expenses spent by CONTRACTOR.

(e} Al legst four (4) months prior to the beginning of each Financd Yesr

of al such other times & may mutualy be agreed o by EGAS and
CONTRACTOR, CONTRACTOR shal prepare an exploration wark
program and budget for the Area ssiting forth the edploration
operations which CONTRACTOR proposses to carry out during the
ensuing Y e,
The Explorgion Work Program and Budget shal be reviewed by a
joint committes to be edablished by EGAS and CONTRACTOR
diter the Effective Dae of this Agresment. This committes,
hersinafter referred o & the "Exploration Advisory Committes”,
shall consigt of six (6) members, three (3) of whom shall be
appointed by EGAS and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shal be
designated by EGAS among the members appointed by it. The
Exploration Advisory Committes shal review and give such advice
& il desms gppropride with respect to the proposed Exploration
Wark Program and Budget, Following review by the Exploration
Advisory Committes, CONTRACTOR shall make such revisions
and submit the Exploration Work Program and Budget to EGAS for
its approva,
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Following such approval, it isfurther agreed that:

(i} CONTRACTOR shall neither substantialy revise or modify said
Exploration Work Program and Budget nor reduce the approved
budgeted expenditure without the approva of EGAS;

(i) CONTRACTOR should obtan EGASs approvals needed for
executing the items included in the approved Explorabion Work
Program and Budget, in accordance with the rules and
procedures applicablein that issue

(ili) In the svent of emergencies invalving danger of loss of lives or
property or damage to the environment, CONTRACTOR may
expend such additiond unbudgeted amounts as may be reguired
o dleviate such danger or damage. Such expenditure shal be
consdered in dl aspects a5 Exploration expenditure and
recovered pursuant to the provigons of Article VI hereof.

{d) CONTRACTOR shdl advance dl necessary funds for al materids,

(e}

equipment, supplies, personnal  adminisgtrafion and operations
pursuant to the Exploration Work Program and Budget and EGAS
ghal not be responsible (o bear or repay any of the aforesaid costs,

CONTRACTOR shal be responsible for the preparation and
parformance of the Exploration Work Program and Budgel which
chal be implemented In & workmanlike manner and congistent with
good Petroleurn industry practi ces,

All geologicd and geophysical studies as well as any other studies
redsted to the parformance of this Agreement shal be made in the A RE,
excepl 2 is appropriate for the specidized geophysical, gedlogical,
anginearing and development studies therson, that may be made in
specidized centers outside the A R.E., subject to EGAS's approval,
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CONTRACTOR shall entrugt the management of Exploration
operations in the A.R.E. toits technically competent General Manager
and Deputy General Manager. The names of such General Manager
and Deputy General Manager shall, upon appointrment. be forthwith
notified to the GOVERNMENT and to EGAS. The General Manager
and, in his absence, the Deputy General Manager shall be entrusted
by CONTRACTOR with sufficent powers to carry out immediaely
dl lawful written directions given to them by the GOVERNMENT
or its representative under the terms of this Agresment, All lawful
regulations issued or heresfter to be issued which are applicable
hereunder and not in conflict with this Agreament shall apply to
CONTRACTOR,

(fy CONTRACTOR shall supply EGAS, within thirty (30) days from the
erdd of each calendar quarter, with a slatement of Exploration activity
redging to Exploration operdions which has been conducted in any
portion of the Area not converied into a Development Lesse,
showing costs incurred by CONTRACTOR during such quarter.
CONTRACTORs records and nacessary supporting documents shall
be avalable for inspection by EGAS a any time during regular
waorking hours for three (3) months from the date of recaiving each
Staternent of Exploration Activity.

Within the three (3) months from the date of recsiving each

Staerment of Exploration Adtivity, EGAS shall advise CONTRACTOR

inwriting if it considers:

(1) that the record of costsis not correct; or

(2) that the costs of goods or sarvices supplied are nct in line with the
international market prices for goods or services of smilar
quality supplied on amilar terms prevailing a the lime such
goods o services were supplied, provided however, that
purchases made end services performed within the A.R.E shdl
be subject to Article XXVI; or

(3) that the condition of the materials fumished by CONTRACTOR
does not td |y with their prices; or
(4) that the costs incurred are not ressonably required for operations:
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CONTRACTOR shall give a written notice on EGA S remarks which
include the ressons and justifications and supporting documents and
shdl confer with EGAS in connection with the problem thus
presanted, and the parties shal altempt to reach a mutually
s sfactory settlement.

Any reimbursement due to EGAS oul of the Cost Recovery
Petroleumn a5 a result of reaching agreement or &5 a result of an
arbitral award, shall be promptly made in cash to EGAS, plus simple
interest at LIBOR plus two and half percent (2.5%) per annum from
the date on which the disputed amount({s) would have been paid to
EGAS according to Article Vil{a2) and Annex "E" of this
Agreement (i.e, from the dale of rendition of the relevant Cost
Recovery Sialement) to the date of payment. The LIBOR rate
applicable shal be the average of the figure(s) published by The
Financial Times of London representing the mid-paint of the rates
(bid and ask) applicableto one (1) month U.S. Dollars depositsin the
London Interbank Eurocurrency Market on each fifteenth (15") day
of each month occurring between the date on which the disputed
amount{s) would have been paid to EGAS and the date on which it is
settled.

If the LIBOR rate is avalable on any fifteenth (15) day but is not
published in The Financia Times in respect of such day for any
resson, the LIBOR rate chosen shall be that offered by Citibank N.A.
to other leading banks in the London |nterbank Eurocurmency Market
for one (1) month U.S. Dolla deposits.

If such fifteenth HE“’} day 15 not a day on which LIBOR rates are
guoted in the London Interbank Eurocurrency Market, the LIBOR
rate to be used shal be tha quoted on the next following day on
which such rates are quoted.

If within the time limit of the three (3) month pericd provided for in
this paragraph, EGAS has not advised CONTRACTOR of its
objection to any statement, such statement shall be considered as

approved.
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(g) CONTRACTOR sha| supply al funds necessary for its operationsin
the A R.E. under this Agreement in fresly convertible currency from
aoroad. CONTRACTOR shall have the right to fredy purchase
Egyptian currency in the amount necessary for its operations in the
A R.E from EGAS or EGPC or from any bank authorized by the
GOVERNMENT to conduct Toreign currency exchange. Priceity
ghal be given by CONTRACTOR to purchass the Eqgyptian curmency
from EGAS or EGPC, at the discrefion of EGAS, & the same
applicable rate and date as such currency may be purchased from the
Mational Bank of Egypt.

{(h) EGAS and EGPC are authorized to advance to CONTRACTOR the

Egyptian currency required for the operations under this Agreement
against recaiving from CONTRACTOR an equivaent amount of
U5 Dollars & the officia rate of exchange in A R.E., such amount
in U.5, Daollars shal be deposited in EGASs or EGFC's account
abroad (a5 the case may be) with a correspondant bank of the Nationa
Bank of Egypt, Cairo, A.R.E. Withdrawals from said account shall
be used to finance EGAS's or EGPC's (as the case may be) and their
Affiliged Companies’ foresgn currency requiraments. subject to the
Minister of Petroleum’s approval.
ARTICLE WV
RELINQUISHMENTS
() MANDATORY:

At the end of third (3)Yexr after the Effective Date hereof,
CONTRACTOR shal relinquish to the GOVERNMENT a tota of
thirty percent (30%) aof the original Arsa on the Effective Dale not
then converted infto a Development Laasa(s). Such rali nquishment
shdl be in a single unit of whole Exploration Blocks or origingly
exigling parts of Exploraion Blocks not converted into Devdopment
Leasa(s) (unless otherwise agreed by EGAS) so as to enable the
relingui shment requirements to be precisaly fulfilled.
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At the end of the sixth (87} Year after the Effective Dae hereof,
CONTRACTOR shdl rdinguish to the GOVERNMENT an additiond
thirty percent (30%) of the origina Area on the Effective Date not
then converted into a Development Lease(s). Such rainguishment
shdl be in a single unit (unless otherwise agreed by EGAS) of
whole Exploration Blocks or originally existing parts of Exploration
Blocks not converted to Deveopment Lesse(s) so a8 1o enable the
redingui shiment requirements to be precissly fulfilled.

Without prejudice to Artides |1l and XXII| and the last thres
paragraphs of this Article V(a), & the end of the sighth (81 ) Yeer of
the Exploraion phese, CONTRACTOR shall rdinguish the remander
of the Area not then comeerted inlo Developrment Lesse(s).

It is understood that &t the time of any reinguishment the aress to be
comverted into Developrment Lesss(s) and which are submitted o the
Minister of Petroleurn by application(s) for his approva according (o
Article I1I{d) shal, subject to such approval, be desmed comverted
into Development | eass(s).

CONTRACTOR shall not be required to ralinquish any Exploration
Block(s) in respect of which a notice of Commercia Discovery of
Qil or Gas has been given to EGAS, subject to EGAS's right 1o agree
on the existence of a Commercial Discovery pursuant to Article 111
() and without prejudice to the requirements of Article |11{&),

In the event that at the end of any Exploration period, a wel is
aready under drilling or testing, CONTRACTOR shall be allowed
up to six (6) months to enable it to discover a Commercia Oil or
Gas Well or to establish a Commercial Discovery, as the case may
be. However, any such extension of up to six (B8) months shal
reduce the duration of the next succeading Exploration period, if
any, as applicable, by that duration.



YA R ema YO () S0 0 saal = L B YR

vl e Aol ol kel Baicms ol dy ) ey il sy Sy Gpm
LW ol T b el 8 e i e o e 2L 2ol
el Slalially ikl Sz o] Gaspe I e il (V) ey
bl A1l Gde dad p2l | cilaicdly Sl dadlany] dan]
ik il LS Gl G B e Sl slles Jy UL G,
Al condl

LS (T
PRSI PN ROy Bes v I EESRA JUENEJEF I N, EN P S TR
OPICH P SN P N [ TN SCPRPCH B IS TP [ PP L - X1 {
Sl poa | Aol ALl g LY el Ui ) 3l 5 5055 o Bty
Aot dagl I 53l e g 3,2 | adl e Bl e
oyl g ol Lol s 4 meatbons LIV 1ia G gt 5L o
Alls e e alan] il J Lo el (1) Al il g ade
ol oo A8 GUAYL e T o Jinall 55 (gl L2 g
il ol ol i el Ll s oy il il o Lzl a5y Jubilly
dlas Lple
iihel) A Balely pals sz ailh dabel) s o ol U8 o Jolall Lo ae
b i s dakodl ot b iy gl aotlanl i e OIS L

Aelld e e Jalibly elend il 131910 201



Yo YN i ea YO () 50 0 saadl = Sl B A

(b

Subject to the Minigter of Petroleumn’s approva, CONTRACTOR
may retan the area supposad to be rdinquished for the following
Exploration period (if any), by submitting af least six (6) months
pre-written request before the end of the then current Exploration
period to EGAS siating the reasons for such retaining, a commitment
to perform additional Exploration activities, thesr relevant eslimated
costs and expenses subjed 10 EGAS's acceptance. CONTRACTOR
shall submit a separale Lelter of Guarantee with an amount
equivaent to the accepted costs of such additional activities
VOLUNTARY

CONTRACTOR may, voluntarily, during any Exploration period
relinquish al or any pat of the Area in a single unit of whole
Exploration Blocks or parts of Exploration Blocks, provided that at
the time of such voluntary rdinguishment its minimum Exploration work
obligations under Article IV(b) have baen fulfilled for such period.
Such voluntary relinguishment shdl be credited toward the
mandatory relinguishment provisions of Aricle V{a) above (unless
otherwise agreed by EGAS).

Following Commercial Discovery, EGAS and CONTRACTOR
shall mutudlly agree upon any area to be relinguished thereafter,
except for the reinguishment provided for sbove a the end of the
lotd Exploration periods.

At the time of relinguishment of dl or any part of the Area
CONTRACTOR shall undertake and be committed to restora the
Area 88 il was by the lime CONTRACTOR had recsived it, in
accordance with good Petroleum industry practicss (unless
otherwise agreed upon between EGAS and CONTRACTOR).
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ARTICLE VI
DOPERATIONS AFTERE COMMERCIAL DISCOVERY

Upon the approva of the fird Development Lease, EGAS and

CONTRACTOR should form in the A R.E. a company to carry out

operalions pursuant o this Article V1 and Annex "D" (herdnafler

referred to as the "Joint Venture Company”), which company shall

be named by mutual agreement between EGAS and CONTRACTOR

provided that such name shal be subject to the Minister of

Petroleum's approva . Said company shall be a privale sechor joint

sgock company, subject to the laws and regulaions in force in the

ARE fo the extent tha such laws and regulations are not

incons stent with the provisions of this Agresment or the Cherter of

the Joint Venture Company (the "Charter").

However, the Joint Venture Company and CONTRACTOR shall,

for the purpose of this Agresment, be exempted from the following

laws and requlations as now or herealter amended or substituted:

- Law Mo, 48 of 1978, promulgating the law on the employes
requiations of public sactor companies;

= Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by shares and limited liability
companies,

- Law MNo. 97 of 1983 promulgating the law concerning public
seclor arganl zations and companies;

- Law No. 203 of 1991 promulgating the law on public business
secior companies, and

- Provisions of pat 2 of chapter 6 of Law No. 88 of 2003,
organizing dedlings in foreign currencies in accordance with
Central Bank of Egypt and the A.R.E. banking system law.
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The Charter of Joint Venture Company is herdo atached & Annex” D
The Joint Venture Company will be established within threa (2) months
from the dae of the Minister of Petrolesn's goprova ol the fird
Development Lesse whether for Crude Oil or Gas to cary out the
Daveloprment operations in accordance with the spproved Devadopment
Fan and the work program and budget for the Exploration,
Development and production from the Development Leesa(s), the
Charter shdl ke offet and the Jont Venture Company shdl
aomatica |y come into axistence without any further procedures. Tha
Exploration Advisory Commitiee shall be dissolved upon the find
rdinquishment of dl portions of the Area not converted into
Development L eass(s).

Ningty (90) days after the dae the Joint Venture Company comes
into existence in accordance with paragraph (b) above, it shdl
prepare a work program and budget for further Exploration and
Development in any portion of the Area converted into a Devalopment
Lesse for the remainder of the Financial Year of the Development
Lesse approva . And not later than four (4) months before the end
of the current Financid Year (or such other date as may be agreed
upon by EGAS and CONTRACTOR) and four (4) months preceding
the commencement of each succeeding Financid Y ear thereaflter (or
such other dale a8 may be agreed upon by EGAS and CONTRACTOR,),
the Joint Venture Company shall prepare an annua production
schedule and work program and budget for further Exploration and
Development in any portion of the Area converted into a Devaopment
Lesse for the succesding Financid Yesr. The production schedule,
work program and budget shall be submitted to the Joint Venture
Company's Board of Directors for aoproval

The Exploration Work Program and Budget for further Exploration
operafions in any portion of the Area not converted into a
Development Lesse shal be reviewed, approved and implemented
in accordance with ArticlelV.
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(d) Mot later than the twentieth (20'") day of each month, the Joint

Venture Company shal furnish to CONTRACTOR a written
estimate of its total cash requirements for expenditure for the first
half and the second half of the succeading month expressed in US.
Dollars consistent with the approved work program and budgst.
Such estimate shall take into consideration any cash expected to be
in hand & month end.

Payrment for the appropriate period of such month shall be made to
the correspondent bank designated in paragraph () balow on the
firgt (1%) day and fifteenth (15") day respedtively, or the next
following business day, if such day is not a business day.

(g) TheJoint Venture Company is authonzed to keep & its own disposal

(f)

abroad in an account opened with a correspondent bank of the
MNationa Bank of Egypt, Caro, A.RE., the foreign funds advanced
by CONTRACTOR. Withdrawals from said account shall be used
for the payment for goods and services acquired abroad and for
trensferring to aloca bank in the A R.E. of the required amourt to
mest the expenditures in Egyptian Pounds for Joint Venture
Company in connection with its activities under this Agreement.
Within sixty (60) days dter the end of each Finanad Year, the
Joint Venture Company shall submit to the sppropriste exchange
control authorities in the A.R.E. a satement, duly certified by a
recognized firm of auditors, showing the funds credited to tha
account, the disbursements made out of that account and the
outstanding balance at the end of the Financial Year,

If and for as long during the period of production operations there
exists an excess capacity in facilities which cannot during the period
of such excess be used by the Joint Venture Company, EGAS shall
have the right to use the excess capacity if It 50 desires without any
fineancid or operdiona disadvantage to the CONTRACTOR or the
Joint Venture Company.
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ARTICLE VII
RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) COST RECOVERY:

(1) Cost Recover y Petroleum:

Subject o the auditing provisons under this Agresment,

CONTRACTOR shal recover quarterly al costs expensss and

expenditures in respect of al the Exploration, Development and

red ated operations under this Agresment and which was approved

by EGAS lo the extent and out of thirty five percent (35%) of 4l

Patroleum produced and saved from dl Devdopment | eases

within the Area hereunder and not used in Petroleum operations.

Such Petroleun is herandter refamed to = "Cost Recovery

Petroleum™.

For the purpose of determining the classificalion of &l cosdls,

expenses and expenditures for thair recovery, the following terms

shd | apply:

1. "Explorgion Expenditures” means dl costs and expenses for
Exploration and the related portion of indirect expenses and
admi nistrative overhead and general expenses.

2, "Deveopment Expenditures” mesns all costs and expenses for
Deavelopment (with the exception of Operating Expensas) and
the related portion of indirect expensss and administraive
overhead and general expenses.

3. "Operaing Expenses’ means Al costs, expenses and expenditures
made dter the Commercid Production Commencement,
which cosls, expenses and expendilures are not normally
depreciable,

However, Operating Expensas shall include work over, repair and
mantenance of assets, but shall not include any of the following:
sidetracking, re-drilling, change of a well status and plugaing and
permanent abendonment of awell, replacement of assets or a part
of an assat, addiions, improvemnents, renawds of major overhauling
that extend the life of the assat.
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Exploration Expenditures, Devdopment Expenditures and
Operating Expenses shall be recovered from Cost Recovery
Petroleun in the foll owing menner:-

(i} "Exploration Expenditures®, including those accurnudated prior

(ii)

to the Commerdd Frodudtion Commencament, shdl be recoverable
a the rate of twenty percent (20%) per annum starting either
in the Tax Year in which such expenditures are incurred and
paid or the Tax Year in which the Commerda Production
Commencement oocurs, whichever is the lder dae
"Development Expenditures’. induding thoss accumulated
prior to the Commercia Production Commencament, shall be
recoversble & the rate of twenty percent (20%) per annum
darting either in the Tax Yeer in which such expenditures are
incurred and paid or the Tax Year in which the Commercid
Production Commencement occurs, whichever isthe later dae

(i) "Operating Expenses”, which are incurred and paid after the

Commercid  Production Commencement, shal  be
recovergble aither in the Tax Year in which such codls and
expenses @e incurred and paid or the Tax Year in which the
Commercia Produdiion Commencament occurs, whichever is
the later date,

(iv) To the extent that, in & Tax Year, cosls expenses or

expenditures subject to recovershility per  preseding
paragraphs (i}, (ii) and (iii), excead the vdue of dl Cost
Recovery Petroleumn for such Tax Year, the excess shdl be
camed forward for recovery in the next succesding Tax
Year(s) until fully recovered bt in no case after the
termination of this Agresment, asto CONTRACTOR.

(v} The recovery of costs and expenses based upon the rales

refarred to above, shal be diocated to each quarter
proportionatdy (one fourth to each quarter). However, any
recoverable coats and expenses not recovered in one quarter
a5 thus dlocated shall be camied forwad for recovery in the

next quarter,
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(2) Except a5 provided in Artide VII(a)3) and Article VIl{e)1),
CONTRACTOR shal each guarter be entitled to take and own &l
Cost Recovery Pelroleum, which shal be l8ken and dispossd of in
the manner determinad pursuant to Article V11{g). To the extent that
the vaue of gl Cost Recovery Petroleumn as determined in Artide
Vil(e) excesds the actud recoversble costs and expenditures
including any cary forward under Article Vil(a)(1){iv), to be
recoverad (n that quarter, then the value of such exoess Cost
Recovery Patroleum ("Excess Cost Recovery” ) shall be split batwieen
EGAS and CONTRACTOR according to the foll owing percentages:
EGAS's share: Seventy five percent (75%),

CONTRACTOR's share: Twenty five percant (25%),

EGAS's totd share of such Excess Cost Recovery shal be pad by
CONTRACTOR to EGAS either (i) in cash in the manner st forthin
Article |V of the Accounting Procadure contained in Annex "E", or
(il} in kind in accordance with Article VI {a)(3).

(3) Ninety (90} days prior fo the commencement of each Calendar Year
EGAS shdl be entitled to elect by notice in writing to CONTRACTOR
to require payment of up to one hundred percent (100°9%) of EGAS's
Excess Cost Recovery entitlement and according to (2) above in
kind. Such payment shal be in Crude Oil from the Area FOB.
export terminal or other agreed deivery point; provided that the
amount of Crude Oil taken by EGAS in kind in a quarter shall not
excend the value of Cost Recovery Crude Ofl actuslly tsken and
separataly disposad of by CONTRACTOR from the Area during the
previous quarter. |f EGASs entitlement to recave payment of its
Excess Cost Recovery in Kind is limited by the foregoing provision,
the balance of such entitlement shall be paid in cash,
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(b} PRODUCTION SHARING
(1) The remaning sixty five percent (65%) of al Petroleum
produced and saved from the Area hereunder and not used in
Petroleum operations shal be divided quarterly betwean EGAS

and the CONTRACTOR based on Brent vaue and according to

the following shares (" Production Sharing” ).

i) Crude Qil and Condensate:

Crude Ol produced and
BRENT saver] under thes Agresment
PRICE and ;Tm;j;:dﬂg{zd;gﬂuém EGASs CONTRACTOR's
USSttl | Per Day (BOFD) (guartarly | O PARE ™ SHARE W
BEr BE).
That portion or incrament less | Suty-fivepercent | Thirty-five percent
han o el 86 5000 BOPD {55%) LT
COrtion or INCTETENt More | Sxty-five and nal | 1mry-four and hat
than S000BCOPD and  fess percent peroent
Lassthan or Egual | than or agual to 10000 BOPD (BES%) {34 5%)
WA0USE  [Tha potion or incement | Sixty-sx percat | Thirty-Tour parcent
e B 10000 BOPD ard les {56%) 3%
T or edgual o 20000 BOPD
That porbion or increment | Sixty-six and haf | Thirty-three and half
mre than A0000 BOPD percent percent
(BE 5%) (31 5%)
That portion o increrment less | Sxly-flveand hall | Thirty-four and el
lhan o equal o 5000 BOPD percEn peer cent
(65, 506) {34 5%)
Tha porbon or increment | Sixty-sx parcant | Thirty-Four pancant
(e trany 0 LISE] more than 5000 BOPD and lesss {86%:) e
and le=sihanor | then o apel fo 10000 BOPD
equal to B0 LSS | Thal porbion or increment | Sixdy-axand kel | Thiry-three ana hal
e Shan 10000 BOPD and e percent percent
| than o egual to 20000 BOFD (BE.5%) (33.5%}
That portion o ncrement | Sixty-seven percent | Thirty-thres pencent
miare (han 20000 BOPD (B67%) {33
That porlion or Incrernert less | Sxty-Six parcant | Thiry-four parcent
than or aqual to 5000 B0PD (B 134
[Tha potion or increment | Sty-sx andhaif | Thirty-three and half
e than S000 BOFD and e perceEn perTent
Mare than 60 USS| than or equal 1o 10000 BOPD {66, 5% {3355}
and lesthanor | Thal porbion of (rcrement | Sxty-geven paroent | 1 ity -Ehree percent
cqua to 80 USS | monethan 10000 80D ad = {BT%| {32%%)
than or equal to 20000 BOPD
Tha portion or increment | Sixdy-seven and balf | Thirty-bao and half
mare than 20000 BOPD percEr pereEnl
(67 553 (32 5%)
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That pertion o Incrernent less | Sixty-seven parcant | Thirty-thres percent
than or aquad to 5000 BOFD {BFE {33%)
[ That portion o (ncremert more | Sidy-aght percent | Thimy-twie perent
Morethan 80 | than SODOBOPO and less {BEY {32%)
5% and les=s than oF agqual to 10000 BOPD
than or egud That portion o Increment more | Siety-nine percent | Thiry-one parcent
o 100 LSS than 10000 BOFD and e = ] {31%%)
than or aqual to 20000 BOPD
That potion of Fncrement Saventy percent Thirty percent
miare than 20000 BCED {7 {30
That portion o increment lese | Sixty-aight percent | Thirty-twio percent
than o equal to 5000 B0OPD (B {32%)
Thal portion o Incremert mone | Sisty-nine percent | Thirty-cne pancent
Morethan 100 | than SHO0BOFD and less =2 ] (31%)
WSS and less thean or equal to 10000 BOPD
than or eoud Thet pertion o Increment more | Seventy percent Thirty perosnt
to 120 U5S than 10000 BOFD and less {F0R% {30°%%)
than or aqual to 20000 BOPD
Tha portion o (ncrement | Seventy-one percant | Twenby-re ne percent
mare than 20000 BOPD {F1%) 1250
Tha portion of incarment less | Sisty-ninepercent | Thirty-cne pancent
than or equal to 5000 BOFD (B (31%)
[ That portion or (ncrement more || Seventy percent Thirty parcent
Morsthan 120 | than SM00BOPD and  less el {30%)
5% and |ess thiam | then o eoual o 10000 BOFD
or equal to 140 | Thal podion o Increment more | Seventy-one pancent | Twanty-ni ne percan
e than 10000 BOPD: and less {F1%) {26k
than or aqual to 20000 BOFD
Tha potion o increment | Sevemy-two percent | Twenty-aight parcant
mire than 20000 BOFD (7% 1284
That portion or Inorement 22 | Seventy percent Thirty peroent
than o aqual o 5000 BOPD e {30%)
That portion or increment mone | Seventy-one pancent | Tweanby-nine percant
than 5000 BOPD and less {T1%) {260}
Morethan 140 | than o equal fo 10000 BOPD
LSS and lessthan | That portion o Increment more | Seventy-two percent | Twenly-aght parcant
or equal to 160 | than 10000 BOFD and lese T2 [28%)
uss than or agual o 20000 BOPD
[ That portion or incremenl | Geverty-three Twenty-sasen
mare than 20000 BOPD percent percent
{73%) {27%)
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That porlion or inoernert s | Severty-ooe peroenl | Twenly.rine paros
than er equal 1o 5000 BOPD [719) (20}
Trat potion o (norement mone | Seventy-two percent | Tenty-aight peascen
Morethan 180 | than 5000 BOPD and lem (F&%) (5%
1155 and less than | than or equal to 10000 BOFD
or ecpaal 0 180 | That poriion or increment mone | Sevanty-thres parcent | Twaenty-sven percant]
LSS than 10000 BOFD and less [F34) (7]
than or equal fo 20000 BORD
That portion of increment | Seventy-four peroenl | Twenty-5x percent
mione than 20000 BOFD [T4%) [E6%)
That porlion or inarames les | Sevenly-two parcent | Twenty-sighl percent
then or el bo 5000 BOPD (FE%) (35%)
Thal poion o Increment mone | Sevenly-1hres parcent | Twenly-seven percenl|
Morethan 180 |than 5000 BOPD and  less (73%) [2T%)
LI55 and less then | than or equal to 10000 BOPD
or equal to 300 | Thal porfion or incremant more | Seventy-four percant | Twenty-six parcant
LisE than 10000 BOFD and less [T4%) [25%)
than or equal fo 20000 BOPD
That portion or ircremant | Severty-five paroort | Tusenby-five poroard
mare than 20000 BOPD [TE%) (2536
That porlion of inoerment e | Sevenly-1hres percent | Twenly.sen percen
than or equal to 5000 BOPD (T3%) (273%)
Tha portion of increment more | Severty-Tour peroent | Twenty-six percent
than SOO0BOPD and  less {rd%:) 1 &57a)
Morathan 200 | than or equal to 10000 BOPD
LSS Thal portion or Incremant mora | Seventy-five parcart | Twenby-five percant
than 10000 BOFD amd less (T5%a) (&)

than or equal fo 20000 BOPD

That porlion or  incremenl
mone than 20000 BOFD:

SerEy-=a perdeni
[ TE%)

Twerdy-four peroeit
[24%)
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i} Gasand LPG:
For the purpose of calculating Production Sharing of Gas and LPG
and the purpose of Production bonuses, al guantities of LPG
praduced shall convert into equivalent guantities of Gas and to be
added to the quantities of Gas produced from the Area

Gasand LPG produced and
BHEEMT saved under Thes Agresmenl
PRICE and not uslag in F'utr:ﬂﬂmm EGASs CONTRACTOR's
operalions. Fandtard Cubic
Usstol | Fes Pe Day (SCFPD)| O ARE% THARE Y
{guarterly averane).
hat porfion or incrament loss | Sty-Sive peroa | T Hirty-Tive percert
than or equa to 100 Millien B8 {38%%)
That porbion or increment | Sisty-fiveandhaf | Thirty-fouwr and half
e T 100 Ml o SCFED e ]
and less than or egual to 2580 (B5.9%) (355
Less then or Equal | Million SCFPD _ i
1040 LS Tha porlion o rcrement | Sxty-sx T riy=Toir
mare  than 250 Million i I {3-4%:
SR and less than o aqual
fo SO0 Milfion SCFPD
o of increment | Sidty-me and half | Therty-three and half
rrcang: han 500 Million SCFPD percen e
(BE 5% R
That portion or inoement les | Sxty-fiveandnal | Thirty-four and malf
than or aqual 1o 100 Million porca
SCFFDY (65 %) {34 5%
That portion o incremend Sinby-Ex Tihi eyl o L
mizra than 100 Milkion SCFRD W {34".-’:.;
{More tharn 40 LSE] and less than or eoud bo 250
and lessthanor | Million SCFPD
equa loG0 USE [That porion of (norement | Sinty-axand haf | Thirty-three and haf
more  than 250 Million et e
SCFPDr and less than o egqual [GE.5%) (33.5%)
1o 500 Milllan SCFPD
That portion or \ncrement | Gixty-seven parcen "I'hrrf three peroent
miane ihan 500 Million SCFPD 6T A%
That o o indrermend Lo Sy -sx THl‘I 1'
1.|'I-H"Ig':qu-l..El o 100 Million hli | "I :ﬂjw
| SCFFDY
That portion or  increment | Sidy-sx and balf | Thirty-thres and half
micre thean 100 Million S0FF0D percent perceEri
and lem than or equal to 250 [BE.5%) 1 33.5%)
II'n.lure1|hE|1 }E‘USS Billion SCFPD
and lesathenol | Tha o | rEr e |ﬂ-aa.-|:am‘rru- et
aqual fo 80 LSS | mone Fﬂg‘lta;k 280 Million i -:E-'-E:‘In "’“fﬁfﬂ
SCFPD and less than o equal
1o GO0 Millien SCFPD
Thd porion or increment | Sidy-geven and faf | THiry-two and Rat
rrcan Bhaan 500 Million SCFPD percent = = i
[GT.5%) | 3& S%0)
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That portion of Increrment less | Sixty-seven parcant | Thiry-three percent
than or equa 1o 100 Milllen F=Tae {33
| SCFED
Thal portion of (nCement | Sxty-eont percemt | Thimy-Two percent
mare [han 100 Million ZC5FPD (BB {A2%)
Morethan B0 | and less than oF egual bo 250
LSS and less Million SCFFD
fanoregud | That portion o incement | Sedy-ninepercent | Thirty-ore percen|
ko 100 LSS more  than 250  Million (B0 131%:)
SCFPD and besss han o expusal
{0 500 Willign SCPPD
That porion or  [ncrement Saventy poroent Thirly percerd
et han SO0 Million SCFPD {FE (3]
That portion or increment less | Sixdy-aight porcant | Thirty-twe percent
than or equa io 100 Million {BEE] {32%)
| SCFPD
That porbion or increment | Sixty-ninepercent | Thirty-ocne parcent
mire than 100 Million SCFPD {BEE £31%)
Morethan 100 | and fess than or egud bo 250
WSS andles | Millicn SCEPD
thanorequa | Thal portion of \noement | Sevenly percent Thiry parcent
bo 120 LSS more  them 250  Milllon (T {30k
BOFPD and less han of el
1o 5000 K ilRion SCFFD
That porbion o Porement | Sevenly-one percent | Twenly-rene percent
i T S00 Million SCFPD {F1%] 1R
Thill porlion oF rKaernert e | Saaly-Nne PETcers | 1Dy -0ne percenl
than o equal 1o 100 Millien {8 {31%)
That portion of  increment severly peroent Thinly percent
mizre than 100 Miltion SCFFD {7 {30
Moreihan 120 | and fess than or egua bo 250
USE and less than | Million SCEPD
oragual to 140 | That porbion  or  incremant Twanty-rena percert
L3 more  tham 250 Million {71%) {25%)
SCFPD and less than or equal
1o 500 Million SCFFD
That porbon or increment | Severty-two percent | Twenty-aight paroant
meore thar S0 M ilkion SCFPD {7 (2B
That portion or Inorement less | | Saventy percent Thirty percent
than or egua o 190 Million (T 0%
| screp
Thal portion o |morement | Sevenly-one parcent | T weanty-rene percent
mione than 100 Million S0FFD {71%] {35
More ihan 140 | and less than or egud be 250
LI5S and ess than | Million SCFPD
of equal 1o 160 | Thal porlion o incremenl | Sevenly-two percent | Twenly-aight peroenl
Lz more than 280 Millien {723 {28
SCFPD and less than o aqual
io 500 Million SCFPD
That portion or increment Severty-thines Twenty-seven
mizra fhan 500 Million SCFFD percern e e
] 2T
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That portion or inorerment e

S by <o peroenl

Thaviary i re parcert

than o equal 1o 100 Millien {196} (3035)
SCFPDy
That portion o increment | Seventy-two peroed | Tesanty-sght percent
e (her 100 Wil on S0FPD (F2%) (253
Morathan 180 | end less than or egud o 2580
LSS and lessthan | Million SCEPD
of ecpill 10 180 | That porion o Ircresment | Sevenly-ihres percert | Twsenly-gsien pencenl
LIss mare  than 350 Million [F3%) (&3]
SCFPDr and less than or agqusl
o S0 Million SCFPD
That portion e ncremenl | Sesverty-four perceni | Twenly-six percent
mara than 530 Million SCFPD [T445) [26%)
That porion or incrament less | Seventy-two poroent | Twenty-mghl parcent
than er egudl do 100 Millien &%) [257h)
HFFD
That portion or incremant | Sevanty-thres parcent | Twanby-saven percant]
Merethan 180 | more than 100 Million SCFPD: (7% (27%)
5% end less than | end less than or equa bo 250
or ecpaal 10 200 | MEllion SCFPD
LSS That porion o irceemant | Severty-four peroanl Twmby-85 parcmnt
mere  than 250 Millien {T4%) (263
SCFPD and less than o egqua
1o S0 Million SCFPD
That portion of increment | Sevenly-five pereend | Teenby-live peroenl
mane than 500 Million SCFPD = (5%
That porticn or inmament less | Sevanty-thres parcent | Twanty-seven percant|
Than o aqual 1o 100 Million (T3] [ET%)
SCFFD
That portion or incremant | Seventy-four percant | Twanty-six parcent
e han 100 Million S0FFD (4% (2E7)
Morethan 200 | and less than of egua to 2500
LISE Milllon SCFPD
That porion or increment | Seventy-five parcerl | Twanty-five pangan
mere  hen 250 Millien (T5%) [257%)
SCFPD and lessthan o equa
o S0 Million SCFPD
That portion o incemenl | Severdy-sic peroenl | Twenty-four peroenst
mare than 530 Million SCFPD (FE%) [243)
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where Brent price upon which shares are divided is the quarterly
average price espressed in US Dollars per barred for Brent
quoted in "Plats Crude Oil Marketwire repoet”™, in the event that
such averape cannot be determined becausa "Flats Crude Ol
Marketwire report” is nol published & 4l during a month, the
parties shal meet and agree the vaue of Brent by reference to
other published sources In the event that there are no such
piubdi shed sources or if the value of Brent cannol be determined
pursuant to the foregoing for any other resson, EGAS and

CONTRACTOR shall mest and agree on a value of Brent.

Such Production Sharing referred toin Article W11 (b) (1) (i) and (ii)
above shall betaken and disposed of pursuant to Article VI (g).
(2) After the end of each contractud Yea during the term of any
Gas Sales Agreament entered into pursuant to Article VII(e),
EGAS and CONTRACTOR ({as sdlers) shdl render to EGAS
{as buyer) a gaement for an amount of Gas if any, equa to the
amount by which the quantity of Gas of which EGAS (as buyer)
has taken delivery falls bedow seventy five percent (75%) of the
contract quantities of Gas as established by the applicable Gas
Sales Agrearment (the "Shortfall Gag'), provided that the Gas is
avdalable a the delivery point. Within sixty (60) days of recaipt
of such staternent, EGAS (a8 buyer) shal pay EGAS and
CONTRACTOR (as sdllers) for the amount of the Shortfall Gas,
if any. The Shortfall Gas shdl be included in EGAS's and
CONTRACTOR's entitlement to Gas pursusnt to Article VI ()

and (b} in the fourth (4" quarter of such contractual  ear,
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Shorifal Gas shal be recorded in a soparge "Take or Pay
Account”, Quantities of Gas which are ddivered in subsaguent
Years in excess of seventy five percant (75%) of the contract
quantities of Gas as established by the spplicable Gas Sales
Agresment ("Make Up Gas"), shdl be s2t against and reduce
quantities of Gas in the "Take or Pay Accourt” to the extent
thereof and, to that extent, no payment shall be due in respect of
such Make Up Gas Such Make Up Gas shal not be induded in
CONTRACTOR's enfitiement to Gas pursuant fo Artice VI (a)
and (b}, CONTRACTOR shall have no rightsto such Make Up Gas

At the end of any contractual Yeer, if EGAS and CONTRACTOR
(a5 sdlers) fal to deliver seventy five percent (79%) of the
annua contract quantity of Gas & defined in Gas Sdes
Agresment with EGAS (as buyer), the difference belween
saventy five percent (75%) of the annual contract quantity of
Gas and the actud ddivered Gas quantity shal be referred to as
the "Deliver-or-Pay Shortfall Gas"'. EGAS (as buyer) shall have
the right to take a quantity of Gas equals to the Deliver or Pay
Shortfall Gas and such quantity shall be valued with ninety
percent (90%) of the Gas price as defined in the Gas Sales

Agreament.

The percentages st forth in Artide VII{&) and (b) in respect of
LPG produced from a plant constructed and operdled by or on
behdf of EGAS and CONTRACTOR shall apply to dl LPG

avalable for daivery.
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(c) VALUATION OF PETROLELUM:
{11 Crude Qil and Condensate:

|- The Cost Recovery Crude Qil to which CONTRACTOR s
entitled hereunder shal be vaued by EGAS ad
CONTRACTOR a "Market Price” for sach caendar
quarter,

ii- "Market Price” means the waighted average price reslized
from sdes by EGAS or CONTRACTOR during the given
quarter, whichever is higher, provided that the sdes o be
used in arriving & the weaighted average(s) shdl be arm's
|ength sales of comparable quantities on comparable credit
terms in freely convertible currency from F.O.B. point of
export sales fo non-Affilialed Companies under al Crude
Oil sales contracts then in effed, but excluding Crude Oil
sales contracts | rmvolving barter, and
1) Sdes whether direc! or indirect, through brokers or
otherwise, of EGAS or CONTRACTOR fo any
Affilisted Company.

2) Sdles involving a quid pro quo other than payment in a
fredly convertible currency of motivated in whole or in

pat by consderations other then the usua economic
incentives for commerciad arm's length crude ol sdes.

iii= It is understood that in the cass of "CF." ses appropriate
deductions shall be made for trangport and insurance charges
to caculate the F.OB. point of export pricg; and aways
taking into account the sppropri e adj ustment for quality of
Crude Qil, freight advantage or dissvantage of port of
loading and other appropride adjusments Maket Price
shdl be defermined separatdy for each Crude Gil or Cruds
Oil mix, and for each port of loading,
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iv- IT during any caendar quarter, there are no such sales by
EGAS andfor CONTRACTOR under the Crude Qil sales
contracts in effect, EGAS and CONTRACTOR shal
mutualy agree upon the Market Price of the Bard of
Crude Qil to be used for such quarter, and shall be guided
by al relevant and available evidence including current
prices in fredy comvertible currency of leading crude oils
produced by major oil producing countries (in the Arabian
Gulf or the Mediterranean area), which are regularly sold in
the open market according to actud sales contracts terms
but excluding paper sdes and sdles promises where no
crude oil is delivered, to the extent that such sdes are
effected under such terms and conditions (excluding the
price) not sgnificantly different from those under which
the Crude Gil to be valued, was sold, and dways taking
into consideration appropriate adjustments for Crude Ol
qudity, freight advantage or disadventage of port of
loading and other appropriate adjustments, &s the case may
be Tor differences in gravity, sulphur, and olher factors
generdly recognized by sallers and purchasers, as reflectend
in crude oil prices, trangportation ningty (90) days
insurance premiums, unusua fees borme by the sdler, and
for credit terms in exoess of =ixty (60) days, and the codt of
loans or guarantess granted for the benefit of the sallers at
prevaling interest rales.

It is the intent of the parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for such Crude Qil,
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v- If either EGAS or CONTRACTOR considers that the

Market Price as determined under sub-paragraph (1i) above
does not reflect the prevailing market price or in the event
EGAS and CONTRACTOR fal to agres on the Market
Price for any Crude Oil produced under this Agreament for
any querter within fifteen (15) days after the end thereof,
any paty may eect at any time thereafter to submit to a
single arbitrator the question, what single price per Barrgl,
in the arbitrator's judgment, best represents for the pertinent
quarter the Mearket Price for the Crude Qil in question. The
arbifrator shdl make his determination as soon =8 possible
following the quarter in question. His determination shall
be find and binding upon dl the parties The arhitrator
shall be selected in the manner described below.
In the event EGAS and CONTRACTOR fal to agree on
the arbitrator within thirty (30) days from the date any party
notifies the other tha it has decided to submit the
determination of the Markel Price to an arbitrator, such
arbitraor shal be chosen by the appointing authonty
designated in accordance with Artice XX IV (e), or such
other appointing authority with access to such expertise as
may be agread to batwesn EGAS and CONTRACTOR,
with regard lo the qudificglions for arbitralors st forth
belowy, upon written application of one or both of EGAS
and CONTRACTOR. Copy of such spplication by one of
them shall be promptly sent to the other,

The arbitrator shall be as nesrly as possible a person with
an established reputafion in the internationd petroleum
industry & an expert in pricing and marketing crude oil in
intemnaticnal commerce. The arbitrator shall not be a citizen
of a country which doss not have diplomalic relaions with
the A.R.E. and the country(ies) of CONTRACTOR. He
shal not be, a the time of sgection, employed by, or an
arbitrator or consultant on a continuing or frequent basis to,
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the American Petroleun Ingtitute, or the Organization of
the Petroleumn Exporting Countries or the Organization of
Arab Petroleum Exporting Countries, or a consultant on a
continuing basis to EGAS, or CONTRACTOR or an
Affiliaed Company of ather, buf past occasional consultaiion
with such companies, or with other petroleum companies,
ar governmental agencies or organizations shall not be a
ground for disqualification. He shall not be, & any time
during the two (2) Y ears before his sdlection, an employesa
of any petrofeurn company o of any governmental agency
ar argani zation,

Should a selected person decline or be unable o serve as
arbitralor or should the position of arbitrator fall vacant
prior to the decision called for, another person shal be
chosen in the same manner provided for in this paragraph.
EGAS and CONTRACTOR shal share equaly the
e penses of the arbitrator.

The arbitrator shal make his dalerminalion in accordance
with the provisions of this paragraph, based on the best
evidence available to him. He shal review Crude Oil sdes
contracts as well as olher sdles data and information but
shal be free lo evaude the axtent to which any contracts,
data or information is substantiated or pertinent
Representatives of EGAS and CONTRACTOR shdl have
the right to consult with the arbitraor and fumish him
written matends provided tha the arbitrator may impose
reesonable  limitations on  this rnght EGAS and
CONTRACTOR, each shall cooperate with the arbitrator to
the fullest extent and each shdl insure such cooperation of
its trading companies. The abitraior shal be provided
access to crude oil sdes confracts and related data and
information which EGAS and CONTRACTOR or theair
trading companies are able to make avallable and which in
the judgment of the arbitrator might ad the arbitraior in
meaking avalid determinaion,
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vi- Pending Maket FPrice agreement by EGAS and
CONTRACTOR or determinalion by the arbitrafor, as
applicable, the Market Price agreed upon betwesn EGAS
and CONTRACTOR for the quarter preceding the quarter
in question shall reman temporarily in effect. In the event
that either EGAS or CONTRACTOR should incur a loss by
virtue of the temporary confinuation of the Market Prica of
the previous quarter, it shall promptly be reimbursed such
loss by the other party plus smple interest at the LIBOR
plus two and one - haf percent (2.5%) per annum rate
provided for in Artide IV(T) from the date on which the
digputed amount{s) should have been pad to the date of
payment.

(2) Gasand LPG:

-

The Cost Recovery Pelroleum, Production Sharing and Excess
Cost Recovery, if any, of Gas which is disposad of for local
market, according o the Gas Sdes Agresment between EGAS
and CONTRACTOR (as sellers) and EGAS (a5 buyer) entered
into pursuant to Article V1I{g) shal be vaued, delivered to and
purchased a a price 1o be agreed upon by EGAS and
CONTRACTOR, based on technica and economic factors for
developing the area (induding but not limited to water depth,
reservoir depth, the actual expenditure and expected investments
over the Deveoprment project lifetime, proven and probable Gas
reserves, internd rae of reburn on investment to achieve the
interests of the parties and the prevaling applicable Gas price in
comparable concesson areas having similar conditions). Such
agreed Gas price shal be staed in the rdevant Devdopment
Lesse aoplication before the Minigler of Petroleurm’s epprova
according to Article 11 {d){ii ),
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In case CONTRACTOR exports part or al its share of

Production Sharing of Gas jointly with EGAS, pursuant fo

Article VIl {e), such exported Gas shall be valued according to

the relevant nat back prica.

In case CONTRACTOR disposes locally andior solely exports

part of its share of Production Sharing of Gas to third party

then the following shall apply:

2 CONTRACTOR's quantities disposed to the third party,
shal be vaued based on the agreed price batween the
CONTRACTOR and such third party.

b- CONTRACTOR's quantities disposed to EGAS shdl be
vidued besed on gas price agreed by EGAS ad
CONTRACTOR according to the basis mentioned in
shove

In case CONTRACTOR disposes gl its share of Production
Sharing of Gas localy andior soldy exports to third party then
the CONTRACTOR's quantities sold to the third party, shal
be wvalued based on the agresd price between  Lhe
CONTRACTOR and such third party.

The Cost Recovery Petrolewm, Production Sharing and Exoess
Cost Recowvery, if any, of LPG produced from a plant
constructed and operated by or on behalf of EGAS and
CONTRACTOR shall be scparalddy valued for Propane and
Butane a the outlel of such LPG plant according to the
following formula (uniess otherwise agreed between EGAS
and CONTRACTOR):

PLPG=085 =FR
Where:

PLPG = LPG price (separataly determined for Propane and

Butana} in U.5. Dollars per metric ton,
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FR = The average over a period of a month of the figures

representing the mid-point between the high and low
prices in U.S. Daollars per metric ton quoted in"Platt's
LP Gaswire” during such month for Propane and
Butane F.0.B Ex-Ref/Stor, West Mediterranean.

In the event that "Platt's LP Gaswire' is issued on cartan days
during a month but not an others, the value of (PR) shal be
calculated using only those issues which are published during
such month, In the event that the value of (PFR) cannot be
determined because "Flatt's LP Gaswire” is not published at =l
during a month, EGAS and CONTRACTOR shall mesat and
agree to the vaue of (PR) by reference to other published
sources. In the event that there are no such other published
sources of if the vaue of (PR) cannot be determined pursuant
te the foregoing for any other reason, EGAS and
CONTRACTOR shall mest and agree the vaue of (PR) by
reference to the value of LPG (Propane end Butane) delivered
F.0.B from the Mediterranean area

Such vauation of LPG is basad upon ddlivery a the delivery
point specified in Article VII{e} Z){ili).

vi- The prices of Gasand LPG so calculaied shall apply during the

wij=

same month.

The Cost Recovery Petroleum, Production Sharing and Excess
Cost Recovery, if any, of Gas disposad of for export jointly by
EGAS and CONTRACTOR to a third party, pursuant to
Article V1{e), shall be vaued according to the net back price.
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viii- The Cosl Recovery Petroleum, Production Sharing and Exoess
Cosl Recovery, if any, of LPG disposad of for export jointly
by EGAS and COMTRACTOR pursuant to Article V11(e) shall
be valued & its actual realized price.

(d) FORECASTS:

(€)

The Joint Venture Company shall prepare (not |ess than ninety (90)
days prior to the beginning of each calendar semester fol lowing first
regular production) and furnish in writing to CONTRACTOR and
EGAS a forecast satting out a tolal quantity of Petraleum that the
Joint Venture Company esimales can be produced, saved and
transported hereunder during such calendar semester in accordance
with good Petroleum industry praciices
The Joint Venture Company shall endeavor to produce the forecast
quantity during each calendar semester. The Crude Oil shal be run
to sorage tanks or offshore loading fadlities constructed,
mantaned and operated according to Government Regulaions, by the
Joint Venture Company, in which sad Crude Oil shall be matered
or otherwisa measured for royalty, and other purposes required by
this Agreement, Gas shall be handied by the Joint Venture
Company in accordance with the provigons of Article V(&)
DISPOSITION OF PETROLEUM:
{1) Crude Oil and Condensate:
EGAS and CONTRACTOR shal have the right and the
obligaion to separataly take and fredy export or ctherwise
dispose of, currently al of the Crude Oil to which each is
entitled under Article VIi(@) and (b), Subject to payment of
sums due o EGAS under Article VII(a)(2) and Artide 1X,
CONTRACTOR shdl have the right to remit and retain abroad
dl funds acquired by it including the proceeds from the sde of
its share of Crude Qil.
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Motwithatlanding arything to the contrary under this Agresment,

prionty shall be given to mest the requirements of the A R.E

market from CONTRACTOR's share under Artide VI (a) and

(b) of the Crude Oil produced from the Area and EGAS or

EGPC shall have the preferentia right to purchase such Crude

Qil at a price to be determined pursuant to Article VII{c). Thea

anount of Crude Oil so purchased shal be a portion of

CONTRACTOR's share under Article VI {a) and (b). Such

armount shal be proportiond to CONTRACTOR's shere of the

totd production of Crude Oil from the concession areas in the

A RE. that are also subject to EGAS's or EGPC's preferential

right 1o purchase The payment for such purchased amount

shdl be made by EGAS in U.S. Dollas or in any other fredy
convertible currency remittable by CONTRACTOR abroad,

It is agreed upon that EGAS shall notify CONTRACTOR, at

|east forty five (45) days prior to the beginning of the caendar

semester, of the amount fo be purchasad during such semester

under this Article VIl{e)(1).

{2) Gasand LPG:

i- Priority shal be given to met the reguirements of the local
market as determined by EGAS, taking into consideration
the following cases -

- In case CONTRACTOR dects to dispose dl or part of its
share of Production Sharing of Gas, by itself to the loca
market to third party other than EGAS, CONTRACTOR
shall submit an application to EGAS including the Gas
price, quantities and basic tems of a Gas Sdes Agreament
in order for EGAS to obtain the Minister of Petroleum's
goprova. Such approva shdl entitle CONTRACTOR to
enter into a third party Gas Sales Agreament,
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- In case CONTRACTOR exports Gas, solaly or jointly
with EGAS, CONTRACTOR or CONTRACTOR and
EGAS, as the case may be, should obtain the Minister of
Petroleum’s spprova on the price and  quantities
dlocated for export.

- Incese EGAS or EGAS and CONTRACTOR export LPG,
EGAS or EGAS and CONTRACTOR, as the case may
be, should obtan the Minister of Petroleum's approva on
the price and guantities dlocated for export.

ii- In the event that EGAS is the buyer of Gas, the disposition
of Gas as indicated above shal be made by virtue of a Gas
Sdles Agreement(s) to be entered into between EGAS and
CONTRACTOR (as sellers) and EGAS (as buyer),

EGAS and CONTRACTOR (as sdllers) shal have the

obligation to ddiver the Gas at the ddivery paint as indicated

below, where such Gas shall be metered for sales, royalty,
and other purposss required by this Agreement.

(&) Intheevent no LPG plant is constructed o process such
(Gag, the processed Ges ddivery poant shal be & the
flange connecting the Development Lease pipdine to
the nearest point on the Nationd Gas Fipdine Grid
System and the Crude and Condensate delivery point
shal be & the nearest point on the Crude and
Condensste Fipeline Network as depicied in Annex *G"
hersto or =5 otherwise agreed by EGAS and
CONTRACTOR,
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(b) Intheevent an LPG plant is constructad to process such
Gas, such Gas shal, for the purposes of vauation and
saes, be metered A the outlet of such LPG Flant.
However, notwithstanding the fact tha the metering
shd | take place a the LPG Plant outlet, CONTRACTOR
shd | through the Joint Venture Company build a pipgdine
suitable for transport of the processed Gas from the
LPG plant outlet to the nearest point on the National
Gas Fipdine Grid Syslem (Gas delivery point), the
Condensate delivery point shall be a the nesrest point
on the Crude and Condensate Pipeline Network and the
LPG delivery point shall be at the nesrest point on the
L PG Fipdine Netlwork as depicted in Annex " G" herelo,
or otherwi=e agreed by EGAS and CONTRACTOR. Such
pipeling shall beowned in accordance with Artide VI {a)
by EGAS, and its cost shal be financed and recovered
by CONTRACTOR as Deve oprment Expenditures pursuant
to this Artide VI,

ili- EGAS and CONTRACTOR shal consult together fo
determine whether to build LPG Plant to recover LPG from
any Gas produced hereunder. In the event that EGAS and
CONTRACTOR decide to build such plant, the plant shall,
&5 is approprigte, be in the vicinity of the point of delivery
as determined in Articdle VIl {e)(2)(ii). The delivery of LPG
for, royaty and other purposes required by this Agreement
shall be at the outlat of the LPG plant. The costs of such
LPG plant shal be recoverable in accordance with the
provisons of this Agreement, unless the Mimister of
Petrofeum agrees to accalerated recovery.
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iv- EGAS (as buyer) shal have the right to dect, by ningly (90)
days prior written notice to EGAS and CONTRACTOR (as
sallers), whether payment for the Gas which is subject to a
Gas Saes Agresment enlered between EGAS and
CONTRACTOR (as sallers) and EGAS (=5 buyer) and asn
L PG produced from a plant constructed and operated by or
on behdf of EGAS and CONTRACTOR, as vdued in
accordance with Article V1 1(c), and to which CONTRACTOR
is entitled under the Cost Recovery and Production Sharing
provisions of this Article VI hereunder, shall be made 1) in
cash or 2) inkind.

Payments in cash shall be made by EGAS (as buyer) a
intervals provided for in the reevant Gas Sdes Agresment
inU.5 Dollars, remittable by CONTRACTOR abroad.
Fayments in kind shal be calculated by converting the value
of Gas and LPG to which CONTRACTOR is entitled into
eruivalent Barrels of Crude Qil o be taken concurmently by
CONTRACTOR from the Area, or to the extent tha such
Crude Oil is insufficient, Crude Qil from CONTRACTOR's
other concession areas or such other areas a5 may be agreed.
Such Crude Oil shal be added to the Crude OGil that
CONTRACTOR is otherwise enfitled to lift under this
Agreement. Such equivdent Barrds shall be calculaed on
the basis of the provisions of Article VII(c) relating to the
wvauation of Cost Recovery Crude Ol

Provided that:

(aa) Payment of the value of Gas and LIPG shdl dways be
madein cash in U.S. Dollars remittakde by CONTRACTOR
doroad to the extent thal there is insufficient Crude Ol
availablefor conversion as provided for above;
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(f)

{bb} Payment of the value of Gas and LPG shall always be
made in kind as provided for above to the extent that
penyrments in cash are not made by EGAS.

Payments to CONTRACTOR (whether in cash or in
kind), when related to CONTRACTOR's Cost Recovery
Petrodeumn, shall be included in CONTRACTOR's
Statement of Recovery of Costs and of Cost Recovery
Petroleum referred to in Article 1V of Annex "E” of this
Agresment.

v- The proceeds of sde of CONTRACTOR's share of Gas and
LPG disposad of pursuant to Article VII(ei(2) may be fredy
remitted or retained sbroad by CONTRACTOR.

vi- |n the event that EGAS and CONTRACTOR agree to acoept
new Gas and LPG producers to join in an ongoing axport
project, such producers shdl have to contribete a far and
equitable share of the investiment mada,

vil- CONTRACTOR shal not be obligated to surrender a
Development Lessa based on a Commercial Discovery of Gas,
it Crude Gil has been discovered in commercia quantities in
the same Gas Deveopment Lesse bul CONTRACTOR shall
surrender its rights of such Gas ressrves which were not
produced and dispossd & daled in the sscond paragraph of
Artidelll{e).

OPERATIONS:

If following the reversion to EGAS of any rights to Crude Oil
hereunder, CONTRACTOR retains rights to Gas in the same
Development Lease area, of if, following the surrender of rights to
Gas hereunder, CONTRACTOR retains rights to Crude Qil in the
same Development Lease aea operaions to explore for or exploit
the Petroleurn, the rights to which have been reverted or surrendered
(Gl or Gas, as the case may be) shall only be caried out by the
Joint Venture Company which shall act on behal of EGAS dane,
unless CONTRACTOR and EGAS agrea otherwise
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(@) TANKER SCHEDULING:
At reasonable time prior to the commencement of Commercial
Production EGAS and CONTRACTOR shall mesat and agree upon a3
procecdure for scheduling tenkers lifting from the agreed upon point
of export.
ARTICLEVIN
TITLETO ASSETS

(a) EGAS shal become the owner of dl CONTRACTOR acquired and
owned assets which assals were charged to Cosl Recovery by
CONTRACTOR in connection with the operations carried out by
CONTRACTOR or the Joint Venture Company in accordance with
the: fall owing:

1- Land shall become the property of EGAS a5 soon as it is

purchased.

2- (i} Title to fixed and movable assets, which are charged to the
recovershle cost and spproved by EGAS shal be
transferred from CONTRACTOR to EGAS upon the fina
rdinquishment of al parts of the Area during the
Exploration periods.

{ii) Title to fixed and movable asseis shall be transferred
atomdicaly and gradudly from CONTRACTOR to
EGAS a8 they become subjert to recovery in accordance
with the provisions of Aricle VII; however, the full title to
fixed and movable assets shall be transferred automatically
from CONTRACTOR to EGAS when thar tota cost has
bean recovared by CONTRACTOR in accordance with the
provisions of Artide VIl or & the time of termination of this
Agreement with respect to all assets chargesble to the
operations whether recovered or not, whichever oocurs first.
The book value of the assets crested during each caendar
quarter shall be natified by CONTRACTOR to EGAS or by
the Joint Venture Company to EGAS and CONTRACTOR
within thirty {30) days of the end of each calendar quarter.
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3 Al samples and technical data shall be transferred o EGAS
upon EGA S's request or at the termination of the Agreement.

(b) During the term of this Agreement, EGAS. CONTRACTOR and the
Joint Venture Company are entitled to the full use and enjoyment of
dl fixed and movable assets referrad 1o sbove in connection with
operdions hereunder or under any other Petroleum concession
agrearnent entered into by the parties. In that case, proper acoounting
adjustment shal be made CONTRACTOR and EGAS shall not
digpose of the same excapt with agreement of the ather,

ic) CONTRACTOR and the Joint Venture Company may fresly import
into the A R.E., use therain and fredy export at the end of such use,
machinery and equipment which they ather rent or lesse in
accordance with good industry practices, including but not limited to
the lease of computer hardware and software,
ARTICLE I1X
BONUSES

fa) CONTRACTOR shall pay to EGAS a8 a signature bonus the sum of
three million U.S Dollars ($ 3000000) affer the relevant law is
issued and before the Effective Date of this Agresment,

(b) CONTRACTOR shall pay to EGAS 2 a Devalopment Lesse bonus
the sum of twenty five thousand U.S. Dollars ($ 25000) for each
Development Block (1" «1') or part of Development Block on the
approval date of each Devaopment L essa.

(c) CONTRACTOR shal pay to EGAS the sum of three million U.S.
Dollars ($ 3000000) asa Devdopment Lease extension bonus on the
approval date of entry into the five (5) 'Y ear Extension Period of aach
Development L ease pursuant to Arficle I {d)(iii )(dd).



LR L T-UTS T (1) B LT PA IS [ S A S

Jolalhacll Sl b e Zail b G Bef el UL i ()
crmtandly ol iakall Ui ] Jikiza ol I Dkl o Line e puine gl
-t e M ik
Sty adi i e o b gl U8 o Syl e AL Jils s (Y
ol a8 ol i el iz gl ) aslabizlly wilalsy
o 3l piae 5Ll iy 55 gl Y sl e L)
Jalay L5 Y1 sumaall ST Sl pay G Glow ulanal | =J1s1
it cliill olalm b Ja¥l o) o UAY ) DU A5, 2e i
e et Lamld Giby Jill Lpd oy 3y s 2 140 o)
il jlasaly ad ko on o ol I eyl e bl i s iy (Y
S il 8l Oy o] e ol ) bttty s s
N U [Py P VRRe e 1, N M (PSP AT i
Jaln 280 N mamll LY 0] Yy (ke s oY oY
SV L Y. U I (1T U4+ PP (RO O TP L (B P
sl e Lty den iz o s G| 3zl dis 38 s i =
of gl ] adl ikl a1 U
vt ¢ it | 1 | Jalad 5L izl Biis 08 Als 4 -
J3lstl ey L2l oo sl ol g S LU o e by i
ol vl 3ty

(A E-SNE] PRPACSCH I LSS, {6 YRR ({1 JA TS [ SRR i TPRR I
35 5o ad| Jibistly J5lall g el olblas™ LU A i) e
o il bl

Ly Tl i il e A g sl e B S T -
A pladyl oy A ikl i e



Vo X AN L e Ye A (D) S 0 sl = e N 5 4

(dy CONTRACTOR shdl pay to EGAS as an assignment bonus on the
date of approva of each assignment requested by CONTRACTOR
or any of the CONTRACTOR Members to any assignes pursuant 1o
Article XX, according o the following:

(i) During any Explorafion period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or in part of its
nights, privileges, duties and obligations to any assignee other
then an Affilide Company of the same CONTRACTOR /
CONTRACTOR Member, CONTRACTOR or CONTRACTOR
Member, as the case may be shdl pay to EGAS the sum
equivaent to ten percent (10%), valued in US Daollars, of the
total Minimum Expenditure Obligations of the then current
Exploration period during which the assignment is made and
according to the assigned percentage.

(i) During the Development Period, in case CONTRACTOR/
CONTRACTOR Member assigns in whole or in part of its
rights, privileges, duties and obligations to any assignee other
then an Affiliate Company of the same CONTRACTORS
CONTRACTOR Member, CONTRACTOR or CONTRACTOR
Member, as the case may be, shal pay to EGAS the sum of ten
percant (1096), valued in US Dollars of the vauwe of each
assignment ded whichever isapplicable :

- Inecaseit is acash ded, the percentage shall be calaulaed on
the base of the financid value to be paid by the assignes to
the assignor; or

- In case it is an exchange of shares or slocks desd, the
percentage shal be calculaed on the base of the financial
value of shares or stocks to be exchanged between the
s=agnor and the assgnes, or

- In case it is a reserve swap ded, the percentage shdl be
caculated on the base of the finenaa vaue of the reserves,
to be swapped between the assignor and the assignee from the
Devel opment Leasa(s) areas; or

- In casa it is any other type of deals the value of any
assgnment dea to be declared by the assignar,
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(iii) During any Exploration period and after a discovery of a
Commercia Ol or Gas Wdl or after a Devdopment Lease is
gratted to CONTRACTOR, in case CONTRACTOR/
CONTRACTOR Meamber assigns in whole or in pat of ifs
rights, privileges, duties and obligations to any assianee other
than an Affiliate Company of the same CONTRACTOR/
CONTRACTOR Member, CONTRACTOR or CONTRACTOR
Member, as the case may be, shall pay to EGAS the sum of the
value of the assignment bonus as mentionad in (i) and (ii) sbove.

{iv) In case of an assignment to an Affilide company of the same
CONTRACTORS CONTRACTOR Member during any Exploration
of Devdopment period CONTRACTOR or CONTRACTOR
Mermber, as the case may be, shal pay to EGAS one hundred and
fifty thousand .S, Dollars (% 150000).

(e} From the Effective date and during any Exploration or Devel opment

period (as it may be extended), CONTRACTOR shal, for each
Financia Year, prepare and carry out speciaized fraining programs
abroad 1o EGASs employees & approved speciaized international
training centers for the sum of one hundred and twenty five thousand
LS. Dollars ($ 125000). For such purpose, 2t the beginning of each
Financia Year, CONTRACTOR shall submit to EGAS a training
program proposal subject (o EGAS's spproval

(f) CONTRACTOR shall pay to EGAS the sum of two million U.S.

Dollars ($ 2000000) as a production bonus when the total average
dally production from the Area firs reaches the rate of five thousand
(5000) Barrels of Qil or equivalent per day as for a period of thirty
(30) consecutive producing days. Payment shal be made within
fittean (15) days thereafter,

(g} CONTRACTOR shadl pay to EGAS the additional sum of two million

US Ddllars ($ 2000000} as a production bonus when the total
average daly production from the Area first reaches the rate of ten
thousand (10000) Barrels of Oil or equivalent per day for a period of
thirty (30) consecutive producing days Payment shdl be made
within fiftesn (15) days thereafter.
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(h) CONTRACTOR shal pay to EGAS the additiona sum of fivemillion

U.S Ddlars (3 5000000) as a production bonus when the total
average daly production from the Area firgt reaches the rde of
twenty thousand (20000) Barrels of Oil or equivalent per day for a
period of thirty (30) consecutive producing days Payment will be
miade within fifleen (15) days thereafter.

(i) CONTRACTOR shal pay to EGAS the additional sum of ten million

U.S Dollars (& 10000000) as a production bonus when the total
average daly produchion from the Area first reaches the rale of
twenty five thousand (25000) Barres of Oll or equivaent per day for
a period of thirty (30) consacutive producing days. Payment shall be
rmade within fifteen (15) days thereafter

() Al the sbove mentionad bonuses shall in no event be recoverad by

(k)

CONTRACTOR.

In the event that EGAS dects to develop any part of the Area
pursuant to the sole risk provisions of Article [1I{c){iv), production
from such sole risk area shal be considered for the purposss of this
Article IX only if CONTRACTOR exercises its option to share in
such production, and only from the datle of such sharing.

(I Gas shdl be taken into account for purpose of datermining the total

average daly production from the Area under Article IX(f-i) by
comnverting daly Gas dalivered into equivalent barrals of daily Crude
Qil production In accordance with the following formula for each
unit of one thousand (1000) standard Cubic Fest of Gas:

Equivdent Barrels of Oil Per MSCF=H x 0.167

Where:

MSCF = one thousand Standand Cubic Fest of Gas.

H = the nurmber of million British Therma Units (MMBTUs)
per MSCF,
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ARTICLE X
OFFICE AND SERVICE OF NOTICES

CONTRACTOR shal maintain an office in the A.RE. at which notices
shall bevaidly sarved.

The Generd Manager and Deputy General Manager shall be entrusted by
CONTRACTOR with sufficient power ta carry out immediatey dl local
written directions given to them by the Government or its representatives
under the terms of this Agreement. All lawful reguiations issued or
heresfter to be issued, which are applicable hereunder and not in conflict
with this Agreerment, shal gpply to the duties and activities of the
General Manager and Depuly General Manager.

All matters and notices shall be deemed to be validly served if they are
ddivered to the office of the General Manager, with adequate proof of
receipt, or if they are sent to him by registered mall to CONTRACTOR's
officeinthe A RE.

All matters and nolices shall be deemed to be validly served if delivered

to the office of the Chairman of EGAS, with adequate proof of receipt, or

which are sent to him by ragistered mall to EGAS's main office in Caro,

ARE.

ARTICLE Xl
SAVING OF PETROLEUM AND PREVENTION OF LOSS

(@) TheJoint Venture Company shall take all proper messures, according
to generaly accepted methods in use in the Petroleum industry, to
prevent loss or waste of Petroleun above or under the ground in any
form during drilling or producing or gathering or distributing or
storage operations. The GOVERNMENT has the right to prevent any
operation on any well that it might ressonably expect would result in
|css or damage to the well or the Oil or Gasfidd,

(b) Upon completion of the drilling of & productive well, the Joint
Venture Company shal inform the GOVERMMENT or its
representative of the time when the well shall be tested and the
production rate ascertained.



Todh i aama Yo 5 () 5 0% saadl = R Ml 5 1 VEY

oo Lplr o La Sl jlaly A2 211 380 s dmate 4 e JLSa) e (o)
Ml Jane o Gmally 2l L] ae g

Frdace damtte Sl 5 e YT LabasBl L 8Nl e g
CERUPEN | F 1SS (TP Vi (P N IR PR YOPE S DR P [ B T
dng ] doly iy b okl daly 3 Jlamzinly 3l Asls Saanze SED
A L s 8 A Ll ] e S e L Ll Lo J ek
Al pias b

g ol sl il ol Bl bzl s 25280 35200 e (2)
obe Lpher o LagSdl ) bl dlaka by doait dde U5 g g
fasli e Lage (1) 520 DG s 2l Ly Baall Lol o Lz
Ay (VLSS | A P | FCH I I, TG T P Pt O
A Bt L il Y s amil] Tl 5,55 5 i Al e
<pim ghil] L S

AT o sl g My i e gy Bl SN 385 o ony (2]
Lol 2 a3l L1 108 ey can¥1 g iy af e s
i) sl 3l ) Akl o Ay 21 il

Lol 38 o sy LIS iy 2l S iy il ¢ e it el ()

Wahae g s g ) IR g LapSd| Jas Gl



VEY YoMN L e Yo A (D) S0 0 sl = e N 5 4

(e) Except in instances where multiple producing formations in the same
well can only be produced economically through a single tubing
gring, Patroleum shall not be produced from multiple Ol bearing
Zones through one string of tubing at the same time, except with the
prior approva of the GOVERNMENT or its representative, which
shal not be unressonably withheld,

d) The Joint Venture Company shall record data regarding the guantities
of Petroleum and water produced monthly from each Development
Lez=e Such data shdl be sent to the GOVERMMENT or its
representative on the special forms provided for that purpose within
thirty (30) days after the daia has been oblaned. Dally or weskly
statistics regarding the production from the Area shall be available at
al ressonable times for examination by authonzed represantatives of
the GOVERNMENT.

(&) Daly drilling records and the graphic logs of wells shall show the
quantity and type of cament and the amount of any other materias
usad in the well for the purpose of protecting Petroleum, Gas bearing
or fresh water strata

(f) Any substantial change of mechanica conditions of the well after its
completion shall be subject to the approval of the representative of

the GOVERNMENT, which approval shall not be unressonably
withheld.



Y ohA i s Y0 5 () 50 0% saall =l Ml B ] VEE

{ e il Bl )
il i |

oo plie] oy U] m ol sy A8l 5T Jaliadls el s (1)
gt 3 Al il a3 3 ) o]l gy ol ST Rl ol 25 wpt )
o I sy LR a3y e abeaall VAT i Tog o3, i LA
Lol Byl V1 iyl oy 1 51 oo (51 com als g Lo B
iy Sy i) Blns alulls Slaglly iatls Slially YN 2l
iy S el Yk olay 5Lty ColSl) Ci Sl B3l s 20l 480
L, TN PRPRP S By | B U S RET SO - [ Y P MY
RLE et LN LB U EN TS PRV FIFEPINE S R L0 TR Fypen |
sy olbacall oiiad 2a3¥ 33 piaadl o Lt o e s il o 2 01 Ui
g $n U Lo ey ey Bl Salgtll o S0, ALY eyl
A b gl 5l el sl ot L g - Ll Lis
S| By Sy ilially SV e T3 £ Y LS o 2 Y1 02, ()
o] iy 28500 2680y Jylibly o) sl 35 mg 3550 0 UYL,
gy Oolohaall by aleiol o 3 dad e diay Lpalaesad oy 31 b L1 e
A3 ) el gl g ol il LT o L8 s g 3l (a0 LUTY
LU iy oo bl VAR ) Yo£ o, o)) LA s e 5,00 o LasYl
PRI PRI JOPN (o1 - JOUT SORRY PR PP SN TG SO (1 PR, TP
A ol oAl ) bl s J i 2 n LS Baza Balgd P



VEO Y NN Ee a3 YO 5 () 5 0 saadl = L Il g A

ARTICLE X1
CUSTOMSEXEMPTIONS

(a) EGAS CONTRACTOR, and the Joint Venture Company shal be

(k)

permitted to import and shall be exempled from customs duties, any
taxes, lavies or fees {including fees imposad by Ministeria Decision
MNo. 254 of 1993 issued by the Minister of Finance, a5 now or
hereafter amended or substituted) of any nalure and from the
impartation rules with respect to the importation of machinery,
equipment, appliances, materials, items, meens of transport and
transportation, electric appliances, air conditioners for offices, field
housing and facilities, dectronic gppliances, computer hardware and
software, as wdl| a5 spare parts required for any of the imported
items, al subject to a duly approved cerfificate issued by the
respons ble representdtive nominaed by EGAS for such purpose,
gating tha the imporled items are required for conducting the
operations pursuant to this Agreament. Such cerificate shall be final
and binding and shall automaticaly result in tha importation and the
exemplion without any further approva , delay or procedure.

Machinery, equipment, gppliances and means of transport and
transportation imported by EGASs, CONTRACTOR's and the Joint
Venture Company's confractors and sub-contractors temporarily
engaged In any activity pursuant to the opergions which are the
subject to this Agresrment, shall be cleared under the "Temporary
Release Systern” without payment of customs dufies, any fawes,
levies or fees (induding fees imposed by Minigeria Decison No.
254 of 1993 issued by the Miniger of Finance a5 now or hereafler
amended or substituted) of any nature, upon presantation of a duly
approved certificate issued by EGAS responsible represantaive
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nomingted by EGAS for such purpose, staing that the imported
itens are required for conducting the opergions pursuant to this
Agreement. ltems set out in Artide X11(a) imported by EGASs,
CONTRACTOR's and the Joint Venture Company’s cantractors and
sub-contractors for the doresad operations, in order to be instaled
or used parmanently or consumed shall mest the conditions for
exemplion st forth in Articdle Xll{a) after baing duly certified by
EGASs responsible representative to be used for conducting
operations pursusnt to this Agresment,

(c) The expdride employees of CONTRACTOR, the Joint Venture

(d)

Cormpany and thelr contractors and sub-contractors shall nol be
entitled to any exemptions from customns duties and other ancillary
taies and charges except within the limits of the provisions of the
laws and regulations applicable in the A.RE; however, persondl
housshold goods and furniture [induding one (1) car] for each
expanae employee of CONTRACTOR and'or the Joint Venture
Company shall be cleared under the "Temporary Release System”
(without payment of any customs duties and other anallary taxes)
upon presentation of alater to the appropri ate customs authorities by
CONTRACTOR or the Joint Venture Cormnpany approved by EGAS's
responsible representalive =ating that the imported items are
imported for the sole use of the expatriate employes and his family,
and that such imported items shall be re-exported outside the A .R.E.
upon the repatriation of the concerned expatriste employves

Items imported into the A.RLE., whether exempted or not exempted
from customs, duties and other ancillary taxes and charges
hereunder, may be exported by the importing party & any time after
obtaining EGASs approval, which approva shall not be
unressonably withheld or delayed, without any export dulies, taxes
or charges or any taxes or charges from which such items have been
dresdy exempled, being applicable. Such iterns may be sold within
the A .RE. after cbtaining the approval of EGAS, which approva
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shal not be unressonably withheld, In this event, the purchaser of
such items shall pay all applicable customs duties and other ancitlary
taxes and charges according to the condition and value of such iterms
and the tarifl gpplicable on the dale of sde unless such ilems have
dready been sold to an Affilisted Company of CONTRACTOR, if
any, or EGAS, having the same exemplion, or unless title to such
items has passed to EGAS

In the event of any such sde under this paragraph (d), the procesds
from such sde shal be divided in the following manner;

CONTRACTOR shdl be entitted to reémbursement of ifs
unrecoverad cost, if any, in such items and the excess, if any, shal be
pad to EGAS.

(&) The exemnption provided for in Artide X1i(a) shall not apply to any
imported ifems when items of the same or substantially the s=ame
kind and quality are manufactured locally, mest the CONTRACTOR's
andior the Joint Venture Company's specifications for quality and
safely, and are avallable for imely purchase and delivery inthe A RE
et a price not higher than ten percent (10%) more than the cost of the
impoarted item, before cusloms, duties but alter freight and insurance
costs, if any, have been added.

(f) EGAS and CONTRACTOR shal have the right to fresly export the
Petroleum produced from the Area after obtaining the spprovd of the
competent authorities in A.R.E. pursuant to this Agresment, and such
Petroleumn shall be exemnpled from any customs duties, any taxes
levies or any other imposts in respect of the export of Petroleum
hereunder.
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(&)

(k)

(c)

ARTICLE X111
BOOKSOF ACCOUNT, ACCOUNTING AND PAYMENTS

EGAS, CONTRACTOR and the Joint Venture Company shall each
maintain at their business offices in the A R.E. books of account, in
accordance with the Accounting Frocedure in Annex “E" and
accepted accounting practices generally used in the Petroleum
industry, and such other books and records as may be necessery to
show the work performed under this Agreement, induding the
amount and value of al Patroleumn produced and saved hersunder,
CONTRACTOR and the Joint Venture Company shall kesp ther
books of account and accounting records in ULS. Daollars.

The Joint Venture Company shall furnish to the GOVERNMENT or
its represantafives monthly refurns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared in the
form required by the GOVERNMENT, or its representatives and
shal be sgned by the Generd Manager or by the Deputy Generd
Manager or a duly designated deputy and ddlivered to the
GOVERNMENT or its representatives within thirty (30) days after
the end of the month covered in the returms.

The aforessid books of account and other books and records referred
lo sbove shall be avalable at dl ressonable tirmes for inspection by
duly authorized representatives of the GOVERNMENT.
CONTRACTOR shall submit to EGAS a profit and loss statement of
its Ta Year not |ater than four (4) months after the commeancement
of the following Tax Year to show its net profit or loss from the
Petroleum operations under this Agresment for such Tex Y ear.
CONTRACTOR shall al the same time submil a year-end balance
shest for the same Tax Year to EGAS The balance shest and
financial statements shal be certified by an Egyptian certified
accounting firm,
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ARTICLE XIV
RECORDS, REFORTSAND INSPECTION

(g) CONTRACTOR andfor the Joint V' enture Company shal prepare and

keep, & al times while this Agreement is in force, maintain accurate
and current records of thair operations in the Area CONTRACTOR
and'or the Joint Venture Company shall furnish the GOVERNMENT
oF its representatives, in conformity with applicable regulations or as
the GOVERNMENT or 15 representatives may require based on
good Petrofeum industry practice, information and data concerning
their operglions under this Agreement. The Joint Venture Company
shadl perform the functions indicaled in this Arfide X1V in
accordance with its role as specified in Article V1.

() CONTRACTOR andior the Joint Venture Company shall save and

()

keep a portion presents each sample of cores and cuttings taken from
drilling wells, to be disposad of, or forwardad 1o the GOVERNMENT
o its representalives in the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR andlor the Joint Venture
Company for thair own purposes shal be considered avalable for
inspection a any ressonable time by the GOVERNMENT or its
representatives

Uniless otherwise agreed to by EGAS, in case of exporting any rock
samples outside the A RE., samples equivaent in size and quality
shdl, before such exportation, be ddivered o EGAS as
representative of the GOVERNMEMNT.

(d) Originals of records shall only be exported with the permission of

EGAS, provided, however, that magnatic tapes and any other data
which musl be processed or analyzed outside the ARE may be
exported if a monitor or a comparable record, if avalable, is
maintained in the A.RE.; and provided tha such exports shal be

promptly repatriated to the ARE. following such proosssing or
analysi s on the understanding that they balong to EGAS.
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(&) During the period in which CONTRACTOR is conducting the

(f)

Exploration operations, EGAS's duly authorized representalives or
employees shal have the right to full and complele access 1o the
Area a dl reasonable times with the right fo obsarve the operations
baing conducted and 1o inspect Al assats, records and data kept by
CONTRACTOR. EGAS's representatives or employess, in exerdsing
their rights under the preceding sentence of this paragraph (), shal
not cause any harm to CONTRACTOR's operaions. CONTRACTOR
shall provide EGAS with copies of any and all data (including, but
not limited to, geologica and geophysica reporls, logs and well
surveys), information and interpretation of such data, and other
redevant information in CONTRACTOR's possession.

During the period in which CONTRACTOR conducts the Exploraion
operations, CONTRACTOR shadl furnish EGAS with monthly,
quarterly, sami-annual and annual technical status reports.

For the purpose of obtaning new offers, the GOVERNMENT andior
EGAS may & the end of any Exploration period, as it may be
ex(tended pursuant to the provisions of Artice \V above, or al the date
of teamination of this Agreement, whichever is earlier, show any
other party geophysical and geological data with respect to the area
which CONTRACTOR has rdinguished.

During the Development Period in any grantad Development Lesse of
Oil or Gas which shdl be darted upon the issuance of the
Development Lease until the fidd is fully developed, for the purposa
of obtaining new offers for adjoining aress, the GOVERNMENT
andior EGAS can show or usa with any other party the geophysical
and geological data implemented in the area provided such data is at
least three (3) Years old, and provided the Commercial Production
has started in accordance with the production commencement date as
agread in this Development Lease.
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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 shal indemnify the GOVERNMENT andlor EGAS
against al damages for which they may be hald lisble on account of any
siich operations

However, in the event that any damage results as a consequence of the
issuance of any order, regulaion or direction of the GOVERNMENT of
the A.RE. whether promulgated in the form of a law or otherwisa, then
EGAS and’or CONTRACTOR shall be exempted from the responability
resulting from the non-performance or deay in performance of any
obligation under this Agreement as long a8 such non-performance or
dday in peformance is arising out of the issuance of such laws
requl &l ons or orders within the limits imposad by such laws, reguldions
or orders. EGAS andior CONTRACTOR shal be granted the necessary
period for the restoraion of any damaoe resulting from the non-parformeance
or the delay in performance, provided that such granted period shall be
added to the term of the rdevant period of this Agreement at tha time
and shall be restricted to the block(s) affectad by such laws, reguldions
or orders and shal not excesd the period of dday referred to above.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly athorized representatives of the GOVERNMENT shdl have
access 1o the Area covered by this Agresment and o the Petroleum
opergtions conducted thereon. Such representafives may examine the
books, registers and records of EGAS, CONTRACTOR and the Jont
Venture Company and make a ressonable number of surveys, drawings
and tests for the purpose of enforcing this Agreement. They shdl, for this
purpose, be entitled to make ressonsble use of the machinery and
instruments of CONTRACTOR or the Joint Venture Company on the
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condition that no danger or impediment to the operations hereunder shall
aise directly or indirectly from such usa Such representatives shall be
given ressonable assigance by the agents and employees of
CONTRACTOR or the Joint Venture Company so that none of their
activities endanger or hinder the safety or &fficiency of the operdions.
CONTRACTOR or the Joint Venlure Company shal offer such
representatives all privileges and facilities accorded to its own employees
in the field and shall provide them, free of charge, the use of reasonable
office space and of adequatdy furnished housing while they are in the
fidld for the purpose of facilitating the objectives of this Aricle XVI.
Without prejudice to Artide XIV(e), any and dl information obtaned by
the GOVERNMENT or its representatives under this Article XV shail
be kept confidential with respect to the Area

ARTICLE XVII
EMPLOYMENT RIGHTSAND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGAS and CONTRACTOR that operations
hersunder be conducted in a business-like and &fficient manner:

(1) The expairiate administrative, professional and technical personnel
employed by CONTRACTOR or the Joint Venture Company
and the personnd of its contractors for the conduct of the
operations hereunder, shall be granted a residence as provided
for in Law No. 89 of 1960, as anended, and Ministeria Order
Nao. 8180 of 1996, and CONTRACTOR agrees that dl immigration,
passport, visa and employment regulations of the A RE., shal
be spplicable to dl dien employess of CONTRACTOR working
inthe ARE.,

(2) A minimum of twenty five percent (25%) of the combined
sdaries and wages of each of the expanale administrative,
professional and  technical  parsonnel employed by
CONTRACTOR or the Joint Venlure Company shall be paid
manthly in Egyplian currency.

(b) CONTRACTOR and the Joint Venture Company shall each select its
employess and delerming the number thereof, o be used for
operati ons hareunder.
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(<)

CONTRACTOR, shall after consultation with EGAS, prepare and
carry out specidized training programs for al its employess in
A R.E engaged in operaions hereunder with respect to applicable
aspects of the Petroleum indusiry. CONTRACTOR and the Joint
Venture Company shal give priorty to employ the qualified
Egyptians, asthey ae avalable
ARTICLE XVIII
LAWSAND REGULATIONS

{8) CONTRACTOR and the Joint Venture Company shal be subject to

(o)

()

Law Mo, 66 of 1953 (excuding Article 37 thereof), as amendad and
the regulations issued for the implementation thereof, induding the
regulations for the safe and efficient performance of operations
carried out for the execution of this Agresment and for the
consarvaion of the Petroleum resources of the A R.E.; provided that
no requiaions, or modification or interpretation thereof are contrary
to or inconsi stent with the provisions of this Agresment.

CONTRACTOR and the Joint Venture Company shall be subject to
the provisons of the Law No. 4 of 1994 concarning the environment
and its executive regulaion, as may be amendead, as well as any laws
or requiations that may be issued, concerning the protection of the
i ranmeant.

Except as provided in Artide |l1I{g) for income taxes, EGAS,
CONTRACTOR and the Joint Venture Company shall be exempted
from all taes and duties, whather imposed by the GOVERNMENT
or municipaities including among others, sdles tex, vaue added tax
and taxes on the Exploration, Development, extracting, producing,
eporting or transporting of Petroleum and L PG a8 wall as any and
al withholding tax obligation that might otherwise be imposed on
dividends, interesl, technical service fees, patent and trademark
rovalties, and smilar items CONTRACTOR shall dso be exermnpted
from any tax on the liquidation of CONTRACTOR, or digtributions
of any income (o the shareholders of CONTRACTOR, and from any
taxe on capital,
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{d) The rights and obligations of EGAS and CONTRACTOR under, and
for the effective term of this Agreement shall be governed by and in
accordance with the provisions of this Agresment and may only be
dtered or amended by the written mutud agreement of the said
contracting parties and according to the same procedures by which
the original Agresment has been issued.

(g} The contractors and sub-contractors of CONTRACTOR and the Joint
Venture Company shall be subject to the provisions of this
A greement which affect them. Without prejudice to Article XVII(E)
above, if reguiations which are duly issued by the GOVERNMENT
apply from time to time and are not in acoord with the provigions of
this Agresment, such regulations shall not apply to CONTRACTOR,
the Joint Venture Company and thair respective contractors and
sub-contractors, as the cass may be.

(f) EGAS, CONTRACTOR, the Joint Venture Company and their
respective contractors and sub-contractors shall for the purposes of
this Agreement be exempted from d| professonal slamp duties
imposts and levies imposad by syndica laws with respect to their
documents and activities mentioned hereunder.

{g) Without prgjudice to Article XVIII{b) sbove, dl the exemptions from
the application of the A R.E. laws or reguiations granted to EGAS,
CONTRACTOR, the Joint Venture Company, their contractors and
sub-contractors under this Agreement shall include such laws and
regulations a5 presantly in effect or as theresfter amended or
slibatituted.

ARTICLE XIX
STABILIZATION
In case of changes in existing legisation or regulaions applicable to the
conduct of Exploration, Development and production of Petroleum,
which take place after the Effective Date, and which significantly affect

the economic i mterest of this Agreament to the detrimeant of CONTRACTOR
or which imposes on CONTRACTOR an obligation to remit to the



LR R IS T 1) DK LTRSS [ ST M ¥

g o] ol oy Sz (gl g g g oo 22U QUL g Il g
il e U Ll g (84 Al Gle 211 UYL WSy 2ol ol 2l
ceslly Ay adgd Aslel) malh ity BB i glin, UL wds | s oadall
VRO | |- SR S PYPSOET P [ 0y | PR (ST PP TG 9
P el aig) el el e G s e g e LY Ji
Y| alhs e lags (%) pemed
ool J| ALY sdg) ciamall ks 335 ol Jlpatl g Jlo gl jam 4,
bl sl e Lelty Gl L e 5 Sty i B3l 5
adie Lgdl el sall M glisl JI syl g Gl b Glis| Dl by
PSPPI | FCH P 1) PR - WS | Y - | B, U 8 I | PRS- B NP
ALY sl e g dally dagd ) 30U 3
{8 gl | G 1
Ly v (=
A A By o 1L 8 e Ay 2B (g )| s G (1)
o il il e e ol S e Jsns ol Sl jpm il (il Y
Told d8 st 26 a0 e My oy ALY ade ez daball e ade Jpad
Jis e Joxs of Cal daSold S Lo 580 s il ) Loyl Lin
V- IPET T, PO | B PRI {E PR v S PCu
Logoker o} JyLilly ol 5pms amg 1 02l ia oz Y AL lls s i ()
Sl i Lty i s o6 menild e by s illaiy
Sl Ji gl e oSl Ll by o vt g1 e sl oz ()
TR S 5 WPORP S P N [ APES POV PESICH, BP9
e Goils [yl Jolilly ley



AR LI PR LTINS - O] RS- L N [ R SO | S

ARE. the procesds from sales of CONTRACTOR's Patraleum, then
CONTRACTOR shal nolify EGAS of the subject legiddive or
requiatory measure a5 well as its consequent effects that may cause the
destabilization of the Agreament. In such case, the parties shall negotiate
gppropriae modifications to this Agreement designed to restore the
aconomic balance thereof which existed on the Effective Date.

The parties shal use their best efforts to agree on the appropriate
amnendments to this Agresment within ninety (90) days from aforesaid
notice.

These amendments to this Agresment shall in any event naither decresss
nor increase the rights and obligations of CONTRACTOR as these were
agreed on the Effective Date.

In tha event the parties fal to reach an agresment during the period
referred fo sbove in this Article, such dispute shal be refearred to the
general rules in seitling the disputes sated in Article XXIV of this
Agreement.

ARTICLE XX
RIGHT OF REQUISITION

(&) In caseof nationd emergency due to war or imminent expectation of
war o interna cavses, the GOVERMNMENT may requisite Sl or part
of the production from the Area obtained hereunder and require the
Joint Venture Company to incresse such production to the utmost
possible maximum, The GOVERNMENT may aso requisite the Oil
and'or Gas field itself and, if necessary, relaed facilities.

{b) In any such case, such requisition shall not be effected except after
inviting EGAS and CONTRACTOR or thar representalives by
registered latter, with acknowledgement of recaipt, (o express thelr
views with respect to such requisition.

{c) The requisition of production shall be effected by Ministeria Order.
Any requisition of Oil andfor Gas fidd itsalf, or any relaled facilities,
shall be effected by a Presidential Decree duly notified to EGAS and
CONTRACTOR.
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(d)

(&)

In the event of any requisition as provided for above, the

GOVERNMENT shall indemnify infull EGAS and CONTRACTOR

for the period during which the requisition 15 mai ntaned, induding:

(1) All damages which result from such requistion; and

(2) Full repayment each month for gl Pelroleun extracted by the
GOVERNMENT less the royalty share of such production.

However, any damage resulting from enemy atack is not within the
meaning of this paragraph (d). Payment hereunder shal be made to
CONTRACTOR in U.S. Dollars remittable sbroad. The price pad to
CONTRACTOR for Petroleum tsken shall be calculaed in
accordance with Article Vil {c).

ARTICLE XXI
ASSIGNMENT

Neither EGAS nor CONTRACTOR may assign to a person, firm or
corporation, inwhole or in part, any of its rights, privileges, dufies or
obligations under this Agreement either directly or indirectly
(indirect assignment shall mean, for example but not limited to, any
sale, purchase, transfer of stocks capital or assets or any other action
that would change the contral of CONTRACTOR/CONTRACTOR
Member on its share in the company’s capital) withowt the wrilten
approval of the GOVERNMENT. In dl cases priority shdl be given
to EGAS, if it 50 desires, to oblan such interedt intended to be
asigned except assgnment to an Affilided Company of the same
CONTRACTOR Member.

(b) Without prejudice to Article XX 1(a), CONTRACTOR may assign &l

or any of its rights, privileges, duties and obligalions under this
Agreament to an Affilisted Company of the same CONTRACTOR
Member, provided that CONTRACTOR shall notify EGAS and the
GOVERNMENT in writing and obtain the written approval of the
GOVERNMENT on the assignment.
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(d)

In caseof an assignment alther in awhole or in a part 1o an Affiliated

Company, the asEgnor together with the assignee shal remain

jointly and severdly liable for al duties and obliggions of

CONTRACTOR under this Agreement provided such Affiliated

Cornpany remans in the same capacity as an Affiliated Company.

To enable consideration to be given to any request for such

GOVERNMENMNT's consant refarmed (o in (2) or (D) sbove, the following

conditions must be fulfilled:

(1) The obligations of the assignor deriving from this Agresment miust
have been duly fulfilled as of the date such request is made.

(2) The instrument of assgnment must include provisions stating
precissly that the assignee |5 bound by &l covenants contained
in this Agreament and any modifications or additions in writing
that up to such date may have been made.

A draft of such instrument of assgnment shall be submitted to
EGAS for review and approva before being formally executed,
such approval not to be unressonably withheld,

(3) The assignor(s) shall submit to EGAS the required documents
that evidence the assignee's financid and technical competence,
and aso the required documents that evidence the affiliation of
the assignes to the CONTRACTOR/CONTRACTOR Member
{in case of assgnment to an Affiliated Company).

Any assignment, sdle trangfer or other such conveyance made
pursuant to the provisons of this Article XX shal be fres of any
trangfer, capital gains taxes or ralaled taxes, charges or feesincduding
without limitation, all Income Tax, Sdes Tax, Vaue Added Tax,
Stamp Duty, or other Taxes or similar paymants,
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(€]

(F

(&l

Once the assignor and the proposad third party assignes, other than
an Affilisted Company, have agreed the find conditions of an
assignment, the assignor shal disclose in delals such fina
conditions in a written notification to EGAS. EGAS shdl have the
right to acquire the interest intended to be assigned, If, within ninety
(90) days from assignor's wrilten notification, EGAS ddivers (o the
assignor a written nolification that it accepts the same conditions
agreed with the proposad third party assignee. If EGAS does not
deliver such notification within such ninety (90) day period, the
asignor shall have the right to assign the interest notified to be
gssigned to the proposed third party assignee subject to the
Government's approval under paragraph (a) of this Article
Aslong as the assignor shall hold any interest under this Agreerment,
the assignor together with the assigneea shall be jointly and severdly
lisble for dl duties and obligations of CONTRACTOR under this
Agresrnent.

ARTICLE XXII
BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this Agreement
by Order or Presidentid Decree, with respect to CONTRACTOR, in
the foll owing i nstances:

(1) If it has knowingly submitled any fase daements to the
GOVERNMENT which were of a malerid consideraion for
the exenution of this Agresment.

(2) Ifit assigns any interest hereunder contrary to the provisions of
Article X X1,
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()

(3) Ifitisadudicaed bankrupt by a court of competent jurisdiction.

(4) I it does not comply with any fina decision reached as the result
of court proceedi ngs conducted under Article XXIV({a).

{5) If it intentionally extracts any mineral, other than Petroleum, not
authorized by this Agreement or without the authonzation of
the GOVERMMENT, except such extractions that may be
unavol dable a5 the result of the operations conducted hereunder
in accordance with acoepted Petroleum industry practice and
which shall be notified to the GOVERNMENT or its
representalive as soon &5 possible.

(B) If it commits any material bresch of this Agresment or of the
provisions of Law No, 66 of 1953, as amended, provided that
they, are not contradicted by the provisions of this Agreement.
Such canceldion shal take place without pregjudice to any
rights which may have accrued to the GOVERNMENT aganst
CONTRACTOR in accordance with the provisons of this
Agreement, and, in the event of such cancellation,
CONTRACTOR, shall have the right to remove from the Area
dl its personad property.

If the GOVERNMENT desms that one of the aforesaid causes (other

than a Force Maeure cause refarred fo in Arlicle XXI111) exists to

cance this Agresment, the GOVERNMENT shall give CONTRACTOR
ninety {90) days written notice parsonaly served on CONTRACTOR's

General Manager, in the legaly manner and receipt of which is

acknowledged by him or by his legal agents, 10 remedy and remove

such causa But if for any reason such service is impossible due to
urnatified change of address, publication in the Officd Journa of such
notice shal be considered & vaid sarvice upon CONTRACTOR. If

a the end of the said ninety (90) day nolice period such cause has not

been remedied and removed, this Agreement may be canceled

forthwith by Order or Presidentid Decree a8 sforesaid. Provided
however, that if such cause, or the fallure to remedy or remove such
cause, results from any act or omission of one party, cancallation of
this Agreement shall be effective only against that party and not as

against any other party hereto.
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ARTICLE XXI11
FORCE MAJEURE

{a) The non-performance or delay in performance by EGAS and
CONTRACTOR, or either of them, of any obligation under this
Agreement shal be excused if, and fo the extent that, such
nor-performance or dday is caused by Force Mgeure. The period of
any such non-performance or delay, together with such period as
may be necessary for the restoration of any damage done during such
delay, shall be added to the time given in this Agreement for the
performance of such obligation and for the performance of any
obligation dependent thereon and consequently, to the term of this
Agresment, but only with respect to the Exploration or Devel oprment
Block(s) affected by such case.

(b) "Force Maeure” within the meaning of this Artide XXIII, shdl be
any ad of God insurrection, riot, war, srike and other labor
disturbance, fires, floods or any cause not due to the fault or
negligence of EGAS and CONTRACTOR or either of them, whether
or not smilar to the foregoing;, provided that any such cause is
beyond the reasonable control of EGAS and CONTRACTOR, or
aither of them.

(2} The GOVERNMENT shal incur no responsibility whatsosver to
EGAS and CONTRACTOR, or either of them, for any damages,
restrictions or losses arising in consaquence of such case of Force
Meaeure herenalter referred o in this Article

{d) If the Force Ma eure event occurs duning the firs Exploration period
or ay extension in accordance with aticle V{a) thereof and
continues in effect for a period of six (6) months, CONTRACTOR
shal have the option upon ninety (90) days prior written notice to
EGAS to terminate its obligations hereunder without further liability
of any kind,
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(&)

(o)

ARTICLE XXIV
DISPUTES AND ARBITRATION

Any dispute, controversy of claim arising out of or relating to this
Agreement or the breach, termination or invalidity thereof, bebween
the GOVEENMENT and the parties shdl be referred to the
sppropriate courts in ARE. and shal be findly settled by such
courts,

Any dispute, controversy or clam anisng out of or redaing to this
Agreement, or the breach, termination or invalidity thereof, between
EGAS and CONTRACTOR shal be sstled by arbifraion in
accordance with the Arbitrafion Rules of the Caro Regional Center
for International Commercia Arbitraion (the "Center”) in effect on
the date of this Agreement. The award of the arbitrators shall be final
arvd binding on the parties

{€) The number of arbitrators shall be three (3).
(d) Each party shal appoint one (1) artrator. If, within thirty (30) days

after receipt of the claimant's nofification of the appointment of an
arbitrator the respondent has not notified the daimant in writing of
the name of the arbitrator he appoints, the daimant may request the
Center o appaint the second arbitrator.

i2) The two (2) arbitrators thus appointed shall choosa the third arbitrator

who shal act &5 the presiding arbitrator of the tribunal. If within
thirty (30) days after the appointment of the sscond arbitralor, the
two arbitrators have not agresd upon the choice of the presiding
arbitrator, then either party may request the Secretary Generd of the
Permanent Court of Arbitraion & The Hague, Netherlands to
designate the appointing authority, Such appointing authority shall
appoint the presiding arbitrator in the same way as a sole arbitrator
would be appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitratlor shall be a person of a nationaity
other than the A RE. or the CONTRACTOR's national ity(ies) and of
a country which has diplomatic rdalions with both the A.R.E and
the CONTRACTOR's country(ies) and who has no economic inferest
in the Petrol eum business of the signatories hereto.
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() Unlessotherwise agreed by the parties to the arbitration, the arbitration,

including the making of the award, shal take place in Cairo, A R.E..

(g) The dedision of the artitralors shal be find and binding upon the

parties, including the arbitration fees and | related issues and the
execution of the arbitralors decision shdl be referred to the
competent courts according to the Egyplian laws,

{h) Egyptian law shal gpply to the dispute excepd that in the event of any

conflict between Egyplian |aws and this Agresment, the provisions
of this Agresment {ind uding the arbitration provision) shal preval. The
arbitration shal be conducted in bath Arabic and English languages.
If, for whatever resson, arbitration in acoordance with the above
procedure cannot take place EGAS and CONTRACTOR will
transfer all disputes, controversies or claims anising out of or relating
to this Agreement or the breach, termination or invalidity thereof
shal be satfled by ad hoc arbifration in accordance with the
UNCITRAL Arbitration Rules in effect on the Effective Dae.

ARTICLE XXV
STATUSOF PARTIES

{a} The rights, duties, obligaions and liabilities in respect of EGAS and

CONTRACTOR hereunder shall be severd and nol joint or
collective, it is being understood that this Agresment shall nol be
consired as conslituting an associdion or corporation  or
partnership.

(b) Each CONTRACTOR Member shall be subject to the laws of the

place where it is incorporated regarding its legd slatus or crestion,
organization, charter and by-laws, shareholding, and ownership.
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Each CONTRACTOR Member's shares of capital which are entirey
hedd abroad shal not be negotisble in the A.R.E. and shal not be
offered for public subscription nor shall be subject to the stamp tax
on capital shares nor any tad or duty in the A R.E.. Any procedure
carried out by CONTRACTOR/CONTRACTOR Member in A RE.
or outsde A.R.E. that lesds to change of control of the CONTRACTOR/
CONTRACTOR Member on its share in the compamy’s capital, shall
be subject to the procedures and provigons of Article | X "Bonusss"
and Article XX| "Assgnment” CONTRACTOR shall be exempted
from the application of Law No. 159 of 1981, as amendead.

() All CONTRACTOR Members shall be jointly and severdly liable for

the performance of the obligations of CONTRACTOR under this

Agreament,

ARTICLE XXVI
LOCAL CONTRACTORSAND
LOCALLY MANUFACTURED MATERIAL

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

(&}

(k)

Give priority to local contractors and sub-contractors, including
EGASs Affilided Companies. as long as thelr performance s
comparable with international performance and the prices of their
services are not higher than the prices of olher contractors and
sub-contractors by more than ten percent (10°96),

Give preference o localy manufactured maleria, equipment,
machinery and consumables & long a8 their quality and time of
dedivery are comparsble to internaliondly avalsble materia,
equipment, machinary and consumables. Howewver, such material,
equipment, machinery and consumables may be imported for
operations conducted hereunder if the local price of such items at
CONTRACTOR's or the Joinl Venture Company's operaling base in
the A.R.E is more than ten percant (10%) higher than the price of
such imported items before customs duties, bul after transportation
and insurance costs have been added,
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ARTICLE XXVII
TEXT OF THE AGREEMENT

The Arabic version of this Agreement shall, before the competent courts
of A R.E., be referred 1o in consiruing or interpreting this Agreement;
provided, however, that in any arbitration pursuant to Article XXV
herein above batween EGAS and CONTRACTOR the Arabic and
English versons shal both be referred to & having equa force in
construing or interpreting this Agresment.

ARTICLE XXVIII

GENERAL

The headings or titles to each of the Articles of this Agreement are solely
for the convenience of the parties hereto and shdl not be used with
respect to the interpretation of sad Articles

ARTICLE XXX

APPROVAL OF THE GOVERNMENT

This Agreament shall not be binding upon any of the parties herato unless
and until a law is issued by the competent authorities of the A.RE.
authorizing the Minister of Petroleum to sign this Agresment and giving
this Agreement full force and effect of law notwithstanding any
countervailing Governmenta enactrment, and the Agreement is signed by
the GOVERNMENT, EGAS, and CONTRACTOR.

BGDELTALIMITED
BY':

PICL (EGYPT) CORPORATION Ltd
BY:

THE EGYPTIAN NATURAL GASHOLDING COMPANY
BY:

ARAB REPUBLIC OF EGYPT
BY:
DATE, s =
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ANNEX "A"
CONCESSION AGREEMENT
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND

THE EGYPTIAN NATURAL GASHOLDING
COMPANY

AND
BG DELTALIMITED
AND
FICL (EGYPFT) CORPORATION Ltd
IN
NORTH El FANAR OFFSHORE AREA
MEDITERRANEAN SEA
AR.E.

BOUNDARY DESCRIFTION OF THE CONCESS ON AREA
Annax "B" is a provisond illustraive map & an approximate scae of
(1: 500000) showing the Area covered and affected by this Agresment.
The acreage of the Area messures gpproximately two thousand two
hundred and gxty five square kilomalers (2265 kme). It consigts of dl or part
of Exploration Blocks, the whole Blocks are defined on thres (3) minutes
latitsde = three (3) minutes longilude grid.

The delinestion lines of the Area in Annex "B" are intended to be only
iustrative and provisona and may not show accurately the true position
of such blocks in relation to exiging monuments and geographica
features

Coordinates of the corner points of the Area are given in the following
table which forms an integral part of this Annex "A" -
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BOUNDARY COORDINATES

OF
NORTH El FANAR OFFSHORE AREA

MEDITERRANEAN SEA

Coordinates area

Mo Latitude (MNorth) Longitude (East)
1 a2 3 00 29 44 oo
2 32 30 00" 29 18 oo
3 32 0 00" pat) 18 oo
4 32 o o0 2 44 oor
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AMNNEX "B*"
MAP DF THE CONCESSION AGREEMENT
NORTH EL FANAR OFFSHORE AREA
MEDITERRANEAN SEA

AR.E
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ANNEX " C-1"
BANK. LETTER OF GUARANTEE
Letter of Guarantee No. — (Carg ------------ 20--),

EGYPTIAN NATURAL GASHOLDING COMPANY

The undersigned, National Bank of Egypl as Guarantor, or any other
bank under supervison of CENTRAL BANK OF EGYPT, hercby
guarantess to the EGY PTIAN NATURAL GAS HOLDING COMPANY,
herainafter referred 1o as "EGAS” to the limit of nine million U.S. Dollars
($ 9000000, the performance by BG DELTA LIMITED "BG" and PFICL
(EGYPT) CORPORATION Ltd "AICL" "BG" and "PICL", herainafter refermed
to & "CONTRACTOR" of its obligations required for Exploration operaions
to spend a minimum of nine million U.S. Dollars ($ 9000000} during the
three (3) Years of the first Exploration period under Artide IV of that
certain Concession Agresment, herelnalter referred to as the "Agresment”
covering that Area described in Annexes"A" and "B" of said Agreement,
by and between the Arab Republic of Egypt, hereinafter referred to as
"A.RE", EGAS and CONTRACTOR, in NORTH EL FANAR OFFSHORE
AREA, MEDITERRANEAN SEA issued by Law No... of 20..

It is understood that this Guarantee and the liaoility of the Guarantor
hereunder shall be reduced quarterly, during the period of expenditure of
sad ninge million U.S Dollas ($ 9000000) by the amount of money
expended by CONTRACTOR for such Explorstion operations during
each such quarter and approved by EGAS. Each such reduction shall be
established by the joint written statement to the Guarantor by EGAS and
CONTRACTOR.

I the event of a claim by EGAS of non-performances or surrender of the
Agresment on the part of CONTRACTOR prior to fulfiliment of sad
Minimum Expenditure Obligations for the first Exploration period under
Article IV of the Agreement, there shall be no liability on the undersigned
Guarantor for payment 1o EGAS unless and until such liability has been
established by written stalement of EGAS setling forth the amount due
under the Agresment.
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It is & further condition of this Letter of Guarantes that:

{1) This Letter of Guarantes will become available only provided that the
Guarantor will have been informed in writing by CONTRACTOR
and EGAS that the Agreement batween CONTRACTOR, AR.E. and
EGAS has become effective according to its terms, and sad Guarantee
shal become effective on the Effective Dae of sad Agreement.

(2) This Letter of Guarantes shal in any event automatically expire
(&) three (3) Years and 9x (6) months dfter the ddeit becomes dffective,

or

(b) At such time as the tola of the amounts shown on quarterly joint
staternents of EGAS and CONTRACTOR equas or exceeds the
amount of sad Minimum Expenditure Obligations for the fir
Exploration period, whichever is earlier.

{3) Consequently, any clam, in respect thereof should be made to the
Guarantor prior to ether of sad expiration ddes & the |atedt
accompanied by EGAS's written slaement, setting forth the amount
of under-expenditure by CONTRACTOR to the effect that:

(a) CONTRACTOR has faled to perform its Minimum Expenditure
Obligaions referred to in this Guarantee, and

(b) CONTRACTOR has faled to pay the expenditure deficiency to
EGAS.

Plesse return to us this Letter of Guarantes in the event it does not become
effective, or upon the expiry date.

Y ours Faithfully,

Accountant: - -

Manager
Dae
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ANNEX " C-2°
Production LETTER OF GUAEANTEE

Dae
EGYPTIAN NATURAL GASHOLDING COMPANY

Reference is made to the Concession Agreement for Gas end Crude Ol
Exploraion and Exploitation NORTH EL FANAR OFFSHORE AREA,
MEDITERRANEAN SEA, ARE. issued by Law No__ of 20 _ by
and batwean the Arab Republic of Egypt "A.R.E.", The Egyptian Natural
zas Holding Company "EGAS", BG DELTA LIMITED "BG" and PICL
(EGYPT) CORPORATION Ltd "PICL";, "BG" and "PICL" hereinafter
referred to as "CONTRACTOR",

{as Guarantor) for "BG", and "PICL" (a5 CONTRACTOR)
herey undertakes that if CONTRACTOR spends during the first
Exploration period of three (3) Years of this Agresment, an approved
amount by EGAS less than the Minimum Expenditure Obligations for
such period being nine million U.S. Dollars (5 9000000) under this
Agreement (the difference baing hereunder described as "Shortfall” ), and
EGAS notifies "BG" and "PICL™ & CONTRACTOR and
a5 Guarantor in writing of the amount of the Shartfall,
within fifteen (15) days of recaipt of said notice, a5
Guarantor on behalf of CONTRACTOR shall pay that shorifall to EGAS
and/or transfer to EGAS a quantity of Petroleum sufficient in value to
cover the Shortfall.

In case said Pefroleum shall be transferred it will be deducted from
(Guarantor's share of Petroleum production from the Devel opment Leasas,
pursuant to the terms of the Concession Agreement for Petroleum
Exploraion and Exploitation by and babween the ARAB REPUBLIC OF

EGY FT, ' and
in ATOE, =--sssesssesaseas issued by Law
No, --- gf -----—-, and such Petroleum shal be vaued at the time of the

transfer to EGAS in accordance with the provisions of Artide VI of the
Concess on Agreament issued by law mentionad in this paragraph.
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s Guarantor or "BG" and "PICL" as CONTRACTOR
may a any time betwesn the dale hereof and the expiration date of this
letter of guarantes submit a bank guarantee for the Shortfal in a form
sdlistactory to EGAS, in which event the provisions of this |etter shall
automatically Iapse and be of no effect.

This letter of guarantes shall expire and become null and void on the date
5% (6) months after the end of the fird Exploration period (a5 extended)
of the Concession Agreement of NORTH EL FANAR OFFSHORE
AREA, MEDITERRANEAN SEA, or on the date upon completion of the
CONTRACTOR's obligations hereunder,

Y ours Fathfully,

Date:
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ANNEX " D"
CHARTER OF THE JOINT VENTURE COMPANY
ARTICLE |

FORM AND GOVERNING LAW

A joint stock company having the naionaity of the ARAB REPUBLIC
OF EGYPT shall be formed with the authorization of the GOVERNMENT
in accordance with the provisions of this Agreement refarred to below
and of this Charter,

The Joint Venture Company shal be subject to 8l laws and regulationsin
force in the A RE. to the extent that such laws and reguiations are not
inconasent with the providons of this Chater and the Agresment
refarred to hereunder.

ARTICLE I

NAME OF JOINT VENTURE COMPANY

The name of the Joint Venture Company shall be mutudly agreed upon
between EGAS and CONTRACTOR on the date of commercial

discovery and shall be subject to the Minister of Petroleum's approval,
ARTICLE lII

LOCATION OF HEAD OFFICE
The Head Office of the Joint Venture Company shall bein Cairo, A.RE..

ARTICLE IV

OBJECT OF THE JOINT VENTURE COMPANY

The object of the Joint Venture Company is to act as the agency through
which EGAS and CONTRACTOR, cary out and conduct the
Development operations required in accordance with the provisions of
the Concession Agreement for Gas and Crude Ol Exploration and
Exploitation in North B Fanar Offshore Mediterranean Sea AREA.
A RE. (hersinafter refarred to as the "Agresment”) entered into by and
between the Arab Republic of Egypt (herandter referred lo & the
"ARE."), EGAS and CONTRACTOR issued by Law Mo, —— of 20—,
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Following the Minister of Petroleum's approva date to the Devel opment
Lesse the Joint Venture Company shall also be the agency to cary out
and conduct Exploration operations in any portion of the Area converted
infto a Development Lease pursuant to work programs and budgets
gpproved in accordance with the Agresment.

The Joint Venture Company shal keep account of dl costs, expenssas and
expenditures for such operations under the terms of the Agreement and
Annex "E" therelo,

The Joint Venture Company shall nol engage in any business or
undertake any activity beyond the performance of sad operaions unless
otherwise agreed upon by EGAS and CONTRACTOR,

ARTICLEV
CAPITAL

The authorized capital of the Joint Venture Company is twenty thousand
(20000} Egyptian Pounds divided into five thousand (5000) shares of
common stock with avalue of four (4) Egyptian Pounds per share having
equal voting rights, fully paid and non-assessable.

EGAS and CONTRACTOR shal each pay for, hold and own, throughout
the life of the Joint Venture Company, one half of the capital stock of the
Joint Venture Company provided that only in the event that either party
should trangfer or assign the whole or any percentage of its ownership
interast in the entiraty of the Agreement to ancther party, may such frangfarming
or essEgning party transfer or assign any' of the capital stock of the Joint
Venture Company and, in that event, such transferring or asagning party
{and its sucocessors and assignees) must transfer and assign a stock
interest in the Joint Venture Company equal to the transferred or sssigned
whole or percentage of ils ownership interest in the entirety of the said
Agreament, without prejudice to Article XX | of the Agresment,
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ARTICLE VI
ASSETS

The Joint Venture Company shdl not own any right, title, interest or
estate in or under the Agresment or any Devaopment Lease cregted there
under or in any of the Petroleum produced from any Exploration Biock or
Deveopment Lesse there under or in any of the assets equipment or
other property obtained or used in connection therewith, and shal not be
obligated as a principd for the finanang or performance of any of the
duties or obligalions of ather EGAS or CONTRACTOR under the
Agreement. The Joint Venture Company shall not make any profit from
any source whatsoever.

ARTICLE VII
ROLE OF THE JOINT VENTURE COMPANY

The Joint Venture Company shall be no more than an agent for EGAS
and CONTRACTOR. Whenever it is indicaled herein thal the Joint
Venture Company shall decide, take action or make a proposal and the
like, it is understood that such decision or judgment is the resull of the
decision or judgment of EGAS andlor CONTRACTOR a2 may be
required by the Agresmeant.

ARTICLE VIII

BOARD OF DIRECTORS

The Joint Venture Company shall have a Board of Directors consisting of
aight (8) members, four (4) of whom shal be desgnated by EGAS and
the other four (4) by CONTRACGTOR, The Chairman shall be designated
by EGAS and shall aso be a Managing Director. CONTRACTOR shal
designate the General Manager who shal| also be a Managing Director,
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ARTICLE IX

VALIDITY OF BOARD RESOLUTIONS

Mestings of the Board of Directors shal be vdid if a mgority of the
Directors are present and any decision taken at such mestings must have
the dafirmative volte of five (5) or more of the Directors;, provided,
however, that any Director may be represented and vote by proxy hald by
another Director.

ARTICLE X

SHAREHOLDERS MEETINGS
General mestings of the shareholders shal be valid if a mgority of the
capital stock of the Joint Venture Company s represented theraat. Any
decision taken al such mestings must have the affirmative vole of
sharehol ders owning or representing a majority of the capita slock.
ARTICLE XI

PERSONNEL AND BY-LAWS

Tha Board of Directors shall approve the regulations covering the terms
and conditions of employment of the personngd of the Joint Venture
Company employed directly by the Joint Venture Company and not
assigned thereto by CONTRACTOR and EGAS,

The Board of Directors shall, in due course, draw up the By-Laws of the
Joint Venture Company and such By-Laws shall be effective upon baing
gpproved by 8 Generd Meeting of the shareholders, in acoordance with
the provisions of Article X heraof.
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ARTICLE Xl|
DURATION OF THE JOINT VENTURE COMPANY

The Joint Venture Company shal come into existence within three (3)
months from the date of the Minister of Petroleum's approvd of the first
Devdopment L ease whether for Crude Qil or Gas.

The duration of the Joint Venture Company shall be for a period equal to
the duration of the Agreament, including any extension thereof,

The Joint Venture Company shal be wound up if this Agresment is
terminated for any reason as provided for therain,

BGDELTALIMITED

PICL (EGYPT) CORPORATION Ltd

By :———————— -

THE EGYPTIAN NATURAL GASHOLDING COMPANY

By - ;
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ANNEX " E"
ACCOUNTING PROCEDURE
ARTICLEI
GENERAL PROVISIONS
(a) Definitions:

The definitions contaned in this Agreement shall apply to this

Accounting Procedure and have the same meaning.
b} Statements of Activity:

(1) CONTRACTOR shall, pursuant to Article |V of this Agreement.
render to EGAS within thirty (30) days of the end of each
caenda quarter a Statement of Exploration Activity reflecting
dl charges and credits relaled to the Explorgtion opergions
conducted in amy portion of the Area not converted into a
Development Lesse for thal querter, summarized by sppropri ate

cl assifications indicative of the naiure thereof,

(2) Following its coming into existence, the Joint Venture Company
shdl render to EGAS and CONTRACTOR within fifteen (15)
days of the end of each caendar quarter a Statement of
Development and Explaraion Adiivity reflecting al charges and
credits related to the Devdopment and Explordion operaions
conducted in any portion of the Ares convested into a
Development Lease for that quarter, summanized by appropriate
classifications indicative of the nature thereof, provided that
iterms aof controllable materid and unusua charges and oredils

shall be detailed,
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Pursuant to Article Vil, EGAS shal audit and approve each
statement of Development and Exploration Adtivity submitted by
the CONTRACTOR or the Joint Venture Company (a5 the case
may be). Any comments made by EGAS shall be reflected by the
CONTRACTOR or the Joint Venture Company (&s the case may
be) on the Staement produced for the next caendar quarter.

(€) Adjustmentsand Audils

(1) Each quarterly Statement of Exploration Adlivity pursuant to
Artide |{b)1) of this Annex shal conclusively be presumed to
be true and correct after three (3) months following the recespt of
each Staterment by EGAS, unless within the said three (3) month
period EGAS objects in writing with its remarks thereto pursuant
to Article IV(f) of the Agreemenl. During the said three (3)
month period supporting  documents will be avalable for
ingpection by EGAS during working hours,

CONTRACTOR shall have the same audit rights on the Joint
Venture Company Stalements as EGAS under  this
sub-paragraph.

(2) All Statements of Development and Exploration Activity for any
caendar quarter pursuant to Article 1{b){2) of this Annex, shall
conclusively be presumed to be true and correct after three (3)
maonths following the receipt of each Statement of Devel opment
and Exploration Activity by EGAS and CONTRACTOR, unless
within the said three (3) month period EGAS or CONTRACTOR
cbjacts in writing with its remarks thereto, Pending expiration of
said three (3) month period EGAS or CONTRACTOR or both of
themn shal have the right to audit the Joint Venture Company's
accounts, records and supporting docurments for such guarter, in
the same manner as provided for in Article IV(f) of the Agresrment.
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id) Currency Exchange

CONTRACTOR's books for Exploration and the Joint Venlure
Company’s books for Devdopment and Exploration, if any, shall be
kept in the ARE. in US Dollars All U5 Dollars expenditures
shal be charged in the amount expended. All Egyplian currency
ex¢penditures shall be converted to US Dollars a the applicable rate
of exchange issued by the Central Bank of Egypt on the first day of
the month in which expenditures are recorded, and al other non-L1.5,
Dollars expenditures shall be converted into US. Dollars a the
buying rate of exchange for such currency as quoted by MNational
Westminster Bank Limited, London, at 10:30 am. GM.T., on the
first day of the month in which expenditures are recorded. A record
shal be kept of the exchange rates used in converting Egyplian
currency of other non-U.3 Dallars expenditures into U.S, Dollars

(e} Precedence of Documents:
In the event of any inconsistency or conflict between the provisions
of this Accounting Procedure and the provisions of the Agreement
tresting the same subject differently, then the provisions of the
Agreament shall prevall,

(f) Rewision of Accounting Procedure:
By mutual agresment between EGAS and CONTRACTOR, this
Acoounting Procadure may be revised in writing from time to timein
the light of future arrangaments

(@) Mo Chargefor Interest on | nvestment:
Interest on investment or any bank fees, charges or commissions
redated to any bank guarantees shall not a any time be charged as
recoverable costs undar the Agreament,



LR R - IONTS T 1) B RPN TSRS [ SV M S

{ At Bal 1
kil g iy pund g SIS
Gub o8 ol ke g ¢ iy sty Syl oty (EIUEYI et Bl e
g Sl sl Iy RIS 0y ¢ A Sy el ly RIS S 2l 5 0
YU S YN [ T - W U PO, TR B3I C8, PP
A S i e Ayl | 31 LIS Gy 3 2y Jslay
r Qs | Gypds () )
o Al el G e o o auad o llE e REL T AL S e
ikl mllal Lyl by Lde o |
: b ) | ST el ()
SR Cgo-t| I T 1T PRS0 P IS SO0 | s, IR TR R B
L [PPSR N | B 0| DU IR || DN |, | s
Gl e N iy e el el ¥y DL AN 5
e b 3 AN g e oy pkonds
JLUEES TR L TP PTE (FRCHECE{PrT g P S CL I, WP e
i o il el e ddal | s W E sy Jolall Ll | ol el
Sl Al i ¢ Gddl L e sUsl Ll aldd s (2] 5,800 (o) 5,540
Sl A elld B g P e i i el L s e
YOI AL T g ETEI M PR S (P T PRET TIPS (R
bl (1) oo Rl il s 21 5 340
el o iedls iy Ly il il i ) 2l ()
5 ol 2l AL 2 ) Yl e ()
¢ 1okl oliall e (Y



YA0 Y AN ena YO () S 0 saadl = e Sl B A

ARTICLE I
COSTS EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR shall alone
bear and directly or through the Joint Venture Company, pay the
following cosls and expenses which cosls and expenses shal be
dassified and alocated o the activities according to sound and generally
acoeplad accounting principles and trested and recoverad in accordance
with Article V1| of this Agreement:

(a) Surface Rights:

All direct cost dtributable to the acquisition, renawd or rdinquishment
of surface rights acquired and mantained in force for the Area.
(b) Labor and Related Costs

(1) Sdaries and wages which was approved by EGAS of
CONTRACTOR's or Joint Venture Company's employess, as
the casa may be, directly engaged in the various activities under
the Agresment, including salares and wages pald to geologidls
and other employees who are temporarily assigned to and
employed in such activities.
Responable revisons of such sdlaries and wages shall be
effected to tske into account changes in CONTRACTOR's
polices and amendments of |aws applicable to salaries. For the
purpose of this Article [I{b) and{c) of this Annex, sdaries and
wages shal mean the assessable amounts for A R.E. Income
texes, including the sdaries during vacations and sick leaves,
but excluding al the amounts corresponding to the other items
covered by the parcentage fixed under (2} balow,

(2) For expatriate employees permanently assigned to A R.E.:
1) All dlowances applicable to sal anies and wages:
2) Cogt of established plans;, and
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3) All travel and relocation costs of such expariate employess
and their families to and from the employes's country or point
of arigin & the time of employment. & the time of separation,
or as a result of trangfer from one location to another and for
vacation (transportdion costs for employess and their
families transferring from the ARE to another location
other than ther country of origin shall not be charged to
A.R.E. operations).

Codls under this Article 11{b)(2) shall be deemed to be equd to

sxty percent (60%) of basic sdaries and wages paid for such

expalride personngd including those paid during vacations and
sick leaves a5 esteblished in CONTRACTOR's international

policies, chargesble under Article H{b)(1), (i), (k)1) and (K)(3)

of this Annex.

However, salaries and wages during vacations, sick leaves and

disahility are covered by the foregoing peroentage. The percentage

outlined above shall be desmed to refledt CONTRACTOR's
aciual costs as of the Effective Date with regard to the following
benefits, allowances and cosls -

1. Housing and utilities allowance

2. Commodities and sarvices alowance,

3. Specia rental allowance,

4, Vacation transporfation allowance,

5. Vacation travel expense alowance

6. Vacalion excess baggage all owance,

7. Education alowances (children of expatriate employess).

8. Hypothetical U.S. tax offsat (which results in a reduction of
the chargesble percentage).
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9, Storageof persond effects.

10, Housing refurbishment expensa.

11, Proparty management service fees.

12. Recregtion allowance.

13, Retiremant plan.

14, Group lifeinsurance

15, Group medical insurance.

16. Sickness and disability.

17, Vacaion plans paid (excluding alowable vacaiion travel
B PENSES),

18, Savings plan.

19, Educational assistance,

20, Military service alowance,

21. FI1.CA,

22, Workman's compensation.

23, Federa and gtate unemployment insurance,

24, Personnal transfer expense

25, Nationa insurance.

26, Any other cogts, dlowances and benefits of a similar nature
as established in CONTRACTOR's international policies
The percentages outlined above shal be reviewed at intervas of
three (3) Years from the Effective Dae and a such time
CONTRACTOR and EGAS shall agree on new percentages to

be used under this Article 11{b){2).

Revisions of the percentage shall take into consideration
variances in costs and changes in CONTRACTOR's i nternational
policies which modify or exclude any of the above alowances
and benafits.
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The revised percentages shal reflect as nearly as possible
CONTRACTOR's actual costs of al its established alowances
and benefits and of personnd transfers

(3) For expatriste employees temporarily assgned to the ALRE. 4l
dlowances, costs of eslablished plans and 4l traved andior
red ocation costs for such expanaies as pad in accordance with
CONTRACTOR's imtemational estaplished policies. Such costs
ghall not include any adminisrative overhead other than what is
mentioned in Artide 11(k)(2) of this Annex.

(4) Expenditure or contributions made pursuant o law or assessment
imposad by any governmenta authority which are applicable to
labor cost of salaries and wages as provided under paragraphs
(BM1), (BX2), (i), (k)(1) and (k){3) of Article || of this Annex.

ic) Bendlits, allowances and related codls of national amployees:

Bonuses, overtime, customary allowanoes and bensfits on a basis
similar to that prevaling for oil companies operating in the A RE,
dl a8 chargesble under Artide I{b)1), (i), (k) 1) and (kN3 of this Annec.
Severance pay shall be charged & a fixed rabe applied to payrolls
which shall egual an amount equivalent to the maimum lisbility for
severance payment as required under the ALR.E. Labor Law.
(d} Material:
Materia, equipment and supplies purchased and furnished as such by
CONTRACTOR or the Joint Venture Company.
(1) Purchases
Material, equipment and supplies purchased shall be accounted
for a the price pad by CONTRACTOR or the Joint Ventures
Company plus any relded cost and after deduction of al
discounts actually received.
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(2) Material furnished by CONTRACTOR:
Material, required for operations shaill be purchased directly
whenever practicable, except that CONTRACTOR may furnish
such materia from CONTRACTORs or CONTRACTOR's
Affilisted Companies slocks outside the ARE. under the
following conditions
1) New Maeria (Condition "A")

Mew Material transferred from CONTRACTOR's or

CONTRACTOR's Affiliated Companies warehouses or other

properties shall be priced at cost, provided that the cost of

material supplied is not higher than international prices for
materid of smila qudity supplied on smila terms
prevailing at the timea such material was supplied.

2} Used Materid (Conditions "B" and "C")

a) Used Materia which isin sound and serviceable condition
and is suitable for re-use without reconditioning shall be
classified as Condition "B" and priced at seventy five
percent (75%) of the price of new material.

b) Used Materiad which cannot be dassified as Condition "B"
but which is servicesble for origind funclion but
substantially not suitable for reuse without recanditioning,
shall be classified as Condition "C" and priced & fifty
percent (50%) of the price of new malterid.

¢) Used Material which cannot be dassified as Condition "B"
or Condition "C" shall be priced & a vaue commensurate
with its uss,

d) Tanks, buildings and other equipment involving erection
costs shdl be charged a applicable percentage of knocked -
oW New prica.
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(3) Warranty of material furnished by CONTRACTOR

CONTRACTOR does nol warrant the materid furnished bayond
or back of the deder's or manufacturer's guarantes, and in case
of defective materid, credit shall not be recorded wntil
adjustment has been received by CONTRACTOR from the

manuf acturen(s) or its (their) agents

It is understood that the value of the warehouss stock and spare
parts shal be charged fo the Cost Recovery calegory defined

above, only when usad in operations.
(&) Trangportation and Employee Relocation Cods:

(1) Transportation of material, equipment and supplies necessary for
the conduct of CONTRACTOR's or the Joint Venture Company's

ativities

(2) Business travd and transportation expenses to the extent covered
ty CONTRACTOR's eslablished polides of or with regerd to
expatriate and nationa employees, as incurred and paid by, or
for, employees in the conduct of CONTRACTOR's or the Joint

Venture Company's bus ness,

(3) Employess transportation and relocation costs for national

employess (o Lhe extent coverad by established policies
(f) Services

(1) Qutside sarvices The costs of contracts for consultants, services

and utilities procured from third parties.

(2) Cost of services performed by EGAS or by CONTRACTOR, or
thesr Affiliated Companies in fadlities inside or oulside the
A RLE. Regular, recurring, routine services, such as interpreting
magnetic tapes andlor other analyses, shall be performed and
charged by EGAS and/or CONTRACTOR or their Affiliated
Companies & an agreed confracted price Maor projects
involving enginearing and design services shall be perfarmed by
EGAS andior CONTRACTOR or their Affilided Companies a

an agreed contract amount.
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(g

(h)

(3) Use of EGASs, CONTRACTOR's or their Affilided Companies’
wholly owned equipment shal be chaged & a rentd rale
commensuraia with the cost of ownership and operation, but not
in excess of competitive rates then prevaling inthe A RE. .

(4) CONTRACTOR's and CONTRACTOR's Affiliated Companies’
rates shal not include any adminisirative or overhead costs other
than what is mentioned in Artide [1{k)(2) of this Annesx.

Damages and L osses:

All costs or expenses, necessany o replace or repar damages or
losses incurred by fire, flood, storm, theft, accident or any other

cause not controllable by CONTRACTOR or the Joint Venture
Company through the exercise of ressonable diligence
CONTRACTOR or the Joint Venture Company shall furnish EGAS
and CONTRACTOR with a written notice of damages or losses
incurred in excsss of ten thousand U.S Dollars ($10000) per
pocurrence, 38 soon a8 practicable afiter report of the same has been
recetved by CONTRACTOR or the Joint Venture Compeany.

| nsurance and Claims:

The cost of insurance against any public ligbility, property damage
and ather insurance againg lisbilities of CONTRACTOR, the Joint
Venfture Company andlor the parties or any of them fo their
employess andlor outsiders a5 may be required by the laws
regulations and orders of the GOVERNMENT or as the parties may
agree upon. The procesds of any such insurance or dam collected,
less the actud cost of meking a dam, shall be credited against
operations.

If no insurance 15 carried for a particuar risk, in accordance with
good international Petroleum industry practices, 2l related actual
expenditures incurred and pad by CONTRACTOR or the Joint
Venture Company in settlemeant of any and dl losses, clams, damages,

judgments and any other expenses, including legal services.



YA R ez YO () S0 0 saadl = i Sl A TYA

B gl e i g el ! (da)

Pkl ol 25ndls Jo bl e ] s Sy Snall dalall cildy pall

ikl iy Jidl e o il il L Sy aey iSRS 2.

s ke AElill ety e Y s el (il Ly el

;G | il | (50

L ey A il o Lai] ol el diell 5 s 2l iy al |y ISl dSLS

" L-_,hiul.nlq.:Li}Im_,iLahdlngiléﬂiuj e sailenkd Dbk coiloa ol 237

i gl ) OLEY s cpas all W8N L s b e e o ate

b G adadll iy all Slisy aSUY sda L eds Lo el ] Soldaall 5l

;.Lih;tu.ulu;in;;J,_nm_L!.h,sL;ww,;‘Jm;i sl i b ol sl i

oo ln SIS 13ly ZIUWI g pisge of Solbaall + b3l s e 5] 237 500

bl e L il L1 WY 35 ALY e ) ) o e

1Y ks Sy A ball o 5 G U e LB 28T

il | e iy

: gty dablia ¥ T 123 | DA paadf (1 )

el e Gl lbes 52l s« T Ll IS (1)

Al o TS IS s Yy bl g b))
el LS iy« Ll i 8 LS gl 5l i e
() el ol e opars b Lo o e Lgmils Lo ol LI G
T ORI NI LN R P (TP P et | | e
e o pmain gb Lo gl Jo ok ndm 5l 35 L L pading s Al
ol i el aldl 3500 3



YOO YV L a YO () S 0 saall = L i A

(i)

(i)

Indirect Expenses:

Camp overhead and facilities such & shore basse, warehouses, waler
systemns, road syslemns, salaries and expenses of field supervisory
personned, field derks assidants, and other genera employess
indirectly serving the Area

Legal Expenses:

All cods and expenses of litigation, or lega services otherwise
necessary or expedient for the protection of the Area induding
attornay’s fees and expenses as hereinafter provided, together with Al
judgments obtained against the parties or any of them on account of
the operations under the Agreerment, and actual expenses incurmed by
any party(ies) hereto in sacuring evidence for the purposa of
defending against any action or daim prosecuted or urged against the
operalions or the subject matter of the Agresment, In the event
actions or daims affecting the interests hereunder are handled by the
legad =af of one or more of the parties herelo, a charge
commensurate with the codt of providing and furnishing such
services shall be made to operdions

(k) Adminigrative Overhead and Gener al Expenses:

(1) While CONTRACTOR is conducting Exploraiion operaions, the
cod of daffing and mantaining CONTRACTOR's head office
in the A .R.E. andfor other offices established in the A.RE. as
approprigte other than field offices, which shall be charged as
provided for in Article |1{i) of this Annex, and excepting salaries
of employees of CONTRACTOR who are temporarily assigned
to and directly sarving on the Area, which shall be charged as
provided for in Article |1{b) of this Annex,
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(2) CONTRACTOR's administrative overhead and General Expensss
outside the A R.E. applicable to Explorgion operations in the
A.RE. shal be charged each month a the rale of five percent
(5%) of totd Exploration expenditures provided tha no
administrative overhead of CONTRACTOR outside the A RE.
applicable to A R.E. Exploralion operations shall be charged for
Exploration operglions conducted by the Joint Venture
Company. No other direct charges as such for CONTRACTOR's
administrative overhead outside the A.RE. shall be spplied
against the Exploration obligaions. Examples of the type of
cosis CONTRACTOR is incurring and charging hereunder due
to activities under this Agreement and covered by said

percentane arer
1- Executive - time of executive officers,
2- Tressury - financial and exchange problems,

3 Purchasing - procuring materials, equipment and supplies.
4- Exploration and Production - directing, advising and controlling

the entire project.

& Other departments such a8 legd, controlling and enginearing
which contribute time, knowledge and experience to the

operations.

The foregoing does not preciude charging for direct service

under Article 11{f)(2) of this Annex.

(3) While the Joint Venture Company is conducting operations, the
Joint Venture Cormpany's personnel engaged in general clerical
and office work, supervisors and officers whose time is
generally spent in the main office and not the fidd, and al
employees generally considerad as general and administiraive
and not charged to other types of expenses shal be charged to
opergiions. Such expenses shall be dlocated each month
batwesn Exploration and Development operalions according o

sound and practi cable accounting mathods.
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(I} Taxes
All taxes, duties or levies paid in the A RE. by CONTRACTOR or
the Joint W enture Company with respect to this Agreement other than
those covered by Articie [11{g)(1) of the Agresment.

(m) Continuing CONTRACTOR Codls:
Costs of CONTRACTOR activities required under the Agresment
and incurred exclusively in the ARE &fter the Junt Venture
Company isformed. No sdes expenses incurred outade or inside the
A.R.E. may be recovered as acost.

(n} Other Expenditures
Any costs, expenses or expenditures, other than those which are
oowvered and dedll with by the foregoing provigons of this Article |1,
incurred by CONTRACTOR or the Joint Wenture Company under
gpproved work programs and budgets.

ARTICLE I
INVENTORIES

(a) Pericdic | nventories, Notice and Representation:
At ressonable intervals as agread upon by EGAS and CONTRACTOR
inventories shall be taken by the Joint Venture Company of the
operdions materials, which shal include all such materials, physical
assels and construction projects. Written notice of intention to take
inventory shal be given by the Joint Venture Company to EGAS and
CONTRACTOR & least thirty (30) days before any inventory is to
begin =0 tha EGAS and CONTRACTOR may be represanted when
any inventory is taken, Falure of EGAS and/or CONTRACTOR to
be represented & an inventory shal bind the party who falad to
accapt the inventory taken by the Joint Venture Company, who shall
in that event furnish the party not represented with a copy thereof,

ib) Reconciliation and Adjustment of | nventories

Recondiliation of inventory shal be made by CONTRACTOR and
EGAS, and a lig of overages and shortages shdl be jointly
determined by the Joint Venture Company and CONTRACTOR and
EGAS, and the inventory adjusted by the Joint W enture Company.
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ARTICLE IV
COST RECOVERY
ia) Satements ol Recovery of Codisand of Codl Reoover y Petroleum:

CONTRACTOR shdl, pursuant to Article VIl of the Agresment,
render to EGAS as promplly as practicaile but not |ater than fifteen (15)
days dter recaipt from the Joint Venture Company of the Statements
for Development and Exploration Activity for the caendar quarter a

" Staterment” for that quarter showing:

1-  Recoversble costs camied forward from the previous quarter, if any.

2- Recoverable costs incurred and paid during the quarter.
3 Tota recoverable costs for the quarter (1) + (2).
4

Value of Cost Recovery Petroleumn taken and separaialy disposed

of by CONTRACTOR for the quarter,
5 Amount of costs recovered for the quarter,
G-

Armount of recoverable costs carmed forward into the succeading

guarter, if any.

7-  BExcess if any, of thevausof Cost Recovery Petroleum taken and
separalely disposad of by CONTRACTOR over costs recovered

for the quarter.

Fursuant to Artide VII, EGAS shall audit and approve each
Staternent of Development and Exploration Activity submitted by the
CONTRACTOR and the total production and pricing related to the
redevant caendar quarter. Any comments made by EGAS shdl be
reflected by the CONTRACTOR on the statement produced for the

next calendar quarter,
(b) Payments:

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

not be recoverabla,
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(c)

Settlement of Excess Codl Kecovery:

EGAS has the right to take its entitiemment of Excess Cost Recovery
under Article VIl{a)2) of the Agreement in kind during the said
quarter. A ssttlement shall be required with the rendition of such
Staterments in CONTRACTOR has taken more than its own
entitlement of such Excess Cost Recovery,

(d) Audit Right:

(2)

EGAS shdl have the right within a period of twelve (12} months
from receipt of any Statement under this Article |V in which to audit
avd rase objection to any such Staement.  EGAS and
CONTRACTOR shall agres on any required adjustments. Supporting
documents and accounts will be avalable to EGAS during said
twalve (12) month period,
ARTICLE V
CONTROL AND MAJOR ACCOUNTS
Exploration Obligation Control Accounts:

CONTRACTOR shall establish an Exploration Obligation Control
Acoount and an offsetting contra account to contral therein the total
amount of Explorstion expenditures reported on Stdements of
activity prepared in accordance with Article [{B)(1) of this Annex,
less any reductions agreed lo by EGAS and CONTRACTOR
following written remarks tsken by a non-operator pursuant to
Article 1{c)(1) of this Annex, in order to defermine when Minimum
Exploration Work Obligations have baan met,
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(b} Cost Recovery Control Account:
CONTRACTOR shall esablish a Cost Recovery Control Account
and an off-satting contra account to control therein, the amount of
oosl remaning to be recoverad, if any, the amount of cost recovered
and the vaue of Excess Cost Recovery, if any.

ic) Major Accounts
For the purpose of dassfying costs, expenses and expenditures for
Cost Recovery Petroleum as well as for the purpose of establishing
when the Minimum Exploration Work Obligalions have been mat,
costs, expenses and expenditures shall be recorded in mgor accounts
including the following:
- Exploration Expenditures;

- Davaopment Expenditures other than Operating Expensas;

- Operating Expenses;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR to the

extent necessary for the control of recovery of cosls and the

trestment of Cost Recovery Petroleum.

ARTICLE VI
TAX IMPLEMENTATION PROVISIONS

It is understood that CONTRACTOR shall be subject to Egyptian income
fax |laws, except as otherwise provided for in the Agreement, that any
ARE. income taxes paid by EGAS on CONTRACTOR's behalf
congtitute additiona income to CONTRACTOR, and this additions
income is also subject to AL R.E. income tax, that is"grossed up®.
"CONTRACTOR's annua income”, &5 determined in Article [H{g)(2) of
this Agreement, |ess the amount equal to CONTRACTOR's grossed-up
Egyptian income tax liability, shal be CONTRACTOR's "Provisional
| ncome".
The "Grossed-up Value' is an amount addad to Provisional Income to
give "Taxable Income”, such that the grossed-up vauee is equivdent 1o
the A.R.E. income taxes,
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THEREFORE:
Taxable Income = Provisona Income + Grossad-up Vaue
and
Grossad-up Vaue = A RE. Income Tax || Tadable Income.

If the "A.RE Income Tax rae”, which means the efective or
composite tax rate due to the vanous A RLE. taves levied on incoma

or profits, is congtant and not dependent on the levd  of income,
then:

Grossad-up Vaue = A RE. income tax rate » Taxable |ncome,
Combining the first and last equations above:

Provisiona income x T Rahe
GGrossad-up Value =
1- Tax Rate

where the tax rate is expressed as adecimal.

The above computations are illustrated by the following numerical
example. Assuming that the Provisond Income is 310 and the
A R.E Income Tax rate is forty percent (40%), then the Grossed-up
Vauaisequal to

$10x04
T A0k - = §6.67
Ther dfore
Provisiona income $10.00
+ Grossad-up Vaue 6.67
= Taxable Income $16.67
- A.R.E. Incoma Taxes at 40°%% 6.67

= CONTRACTOR's | ncome after taxes % 10,00
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ANNEX "F"
DEVELOPMENT LEASE ABANDONMENT
COST RECOVERY MECHANISM

Reference to Concession Agresment .............. Areaissued by Law No ...
' FR ("The Concession Agreement” ), and to the Notice of Commercia
aas Discovery of well ... st o EGASon .............. according 1o article
I {d)(ii} of the Concession Agreement, the parties under the Concession
Agreement hereby agreed the mechaniam for recovering the abandonment

1. Abandonment Financial Procadures and Cosls Funding:

A bank account will be openad by the Joint Venture Company in a
bank approved by EGAS and CONTRACTOR, for the purpose of
managing the abandonment fund. The currency of such bank acoount
shall bein US Dollars.

The bank aocount shal be opened upon 2 motice by the
CONTRACTOR. The Joint Venture Company may gppoint another
bank during the Development Lease period upon approva of EGAS
and CONTRACTOR.

The terms for administration of tha™......... abandonment fund” shall be
sat by EGAS, the account shall be dedicated for the sole purpose of
the implementation of the Deva opment lease shandonment.

CONTRACTOR shall commence paying contributions to the ...
abandonment fund in the Calendar Quarter in which a percentage of
fifty percent (50%) of Petroleum reserves has been recovered. The
reference for the sbendonment fund edimale shall be in accordance
bohe iy plan of Development, and shall be revised by the
CONTRACTOR and agreed by EGAS gfter ten (10) years from the
Development Lesse sgnature. Afterwards, CONTRACTOR and EGAS
shal| perform a periodical update of the abandonment cost every five (5)
yaars or upon any significant changein the estimated cost.
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The reference for the Petroleum ressrves shall be as identified in
the ........... Gas Sales Agresment. in consislency with the Devel oprment
Leesa, and shall be updated in accordance to the ................ Gas Sales
Agresment amendments if any.

2. Abandonment Fund Cost Recovery:

Without prgjudice to Artide VI of the Concession Agreement, dl
monies paid by CONTRACTOR to the abandonment fund shal be
recovered as Devalopment Expenditures garting in the Tax Year in
which such contribution isincurred and paid.

3. The Contributions:
At the tenth (107) day of the beginning of esch Calendar Quarter,
CONTRACTOR shall pay, to........ abandonment fund” an amount of
fund (X} caeulated according to the following formula:
X ={{AB)x(C)}-Y

Where:

= X = Theamount of contribution to be fransferred 1o ... abandonment
fund in respect of the redevant Calendsr Quarter.

A = the latest estimaled cost of abandonment operations

* B= theedimated Petroleum reserves remaning to be recovered from
the end of the Calendar Quarter in which the abandonment fund
account{s) was opened until the Cdenda Cuarter in which
e i Developrment Lasss will expire

C = the cumulative Production of Petroleum from ...... Development
L esse starting from the end of the Caendar Quarter in which
the Abandonment Fund was opened.

Y = the abandonment fund bank balance a the end of the previous
Caendar Quarter.
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4. The Implementation of the Abandonment

Five yeers before the expiration of the ...... Development Leasss, EGAS
and CONTRACTOR shal mest to discuss, considering the last
ahandonment cosls eslimate performed by the CONTRACTOR and
EGAS and the foresesn production potentids of the ... Development
Lessa the implementation of the abandonment of .... existing wells and
facilities.

i} Incasethe production from........... field expected to cease beforeor
on the expirdion date of the Development Lease (as may be
extendead):

« CONTRACTOR and EGAS shal agres on the details of the
shendonment implementation and shall consult together on
whether to assign the abandonment implementation to the Joint
Venture company o 1o evause other oplions;

* Incase actud abandonment cosls ae higher than the abandonment
fund including matured interest, CONTRACTOR shall bear the
difference in cosls; and

* In casathetola contributionsin the abandonment fund induding
any matured banking interest therson is higher than the actual
ahandonment cost following complation of gl ahandonment
operations, then the excess shall revert to recover the carry forweard
situaion for the CONTRACTOR resulting from the actud funding
of the abandonment fund, then any excess amount induding any
miatured banking interest shall be fully transferred to EGAS

i} If EGAS decided that the production from .................. . fidd will be
continued by any entity other than CONTRACTOR after the
expiration of the Development Lesse (38 may be extendsd in
accordance to the Concession Agreement):

* the dbandonment fund shall belong to EGAS induding any
accrued banking interest thereon;

« EGAS shdl be responsible for the implementation of the
abandonment of ........ fidd with no responsibility or ligbility on
CONTRACTOR.
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5 Any other points which are not covered by this document shall be
agreed upon by EGAS and CONTRACTOR in a manner consistent
with the provisions of the Agreement and this Annex F.

For: the Egyptian Natural Gas Holding Company (EGAS)

im0 O PN s

Minister of Petroleum and Mineral Resources
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Annex "G - 2"

Map of Crude and Condensate Pipdine Network
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