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ANNEX "F"
DEVELOPMENT LEASE ABANDONMENT
COST RECOVERY MECHANISM

Reference to Concession Agreement --------------- AREA issued by Law
No. ... of ........ (“The Agreement”), and to the Notice of Commercial
Gas Discovery of well ............. sent to EGAS on ...............

according to article III(d)(i1) of the Concession Agreement, the parties

under the Concession Agreement hereby agreed the mechanism for

recovering the abandonment cost shall be attached to “.................

Development Lease”.

1. Abandonment Financial Procedures and Costs Funding:
A bank account will be opened 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 account
shall be in U.S. Dollars.
The bank account shall be opened upon a notice by the Contractor.
The Joint Venture Company may appoint another bank during the
Development Lease period upon approval of EGAS and Contractor.
The terms for administration of the “........... abandonment fund”
shall be set by EGAS, the account shall be dedicated for the sole
purpose of the implementation of the Development lease
abandonment.
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 abandonment fund estimate shall be in accordance
to the .......... plan of Development, and shall be revised by the
Contractor and agreed by EGAS after ten (10) Years from the
Development Lease signature. Afterwards, Contractor and EGAS
shall perform a periodical update of the abandonment cost every five

(5) Years or upon any significant change in the estimated cost.



YA YeYe Ll YY L (s) LS YR aaall - dpen i sy all

The reference for the Petroleum reserves shall be as identified in the

........... Gas Sales Agreement, in consistency with the Development

Lease, and shall be updated in accordance to the ............. Gas Sales

Agreement amendments, if any.

2. Abandonment Fund Cost Recovery:

Without prejudice to Article VII of the Concession Agreement, all

monies paid by Contractor to the abandonment fund shall be

recovered as Development Expenditures starting in the Tax Year in
which such contribution is incurred and paid.
3. The Contributions:

At the tenth (10™) day of the beginning of each Calendar Quarter,

Contractor shall pay, to “............. abandonment fund” an amount of

fund (X) calculated according to the following formula:

X={(A/B)x(C)} -Y

Where:

« X = The amount of contribution to be transferred to .........
abandonment fund in respect of the relevant Calendar
Quarter.

» A = the latest estimated cost of abandonment operations.

* B = the estimated Petroleum reserves remaining to be recovered
from the end of the Calendar Quarter in which the
abandonment fund account(s) was opened until the
Calendar Quarter in which the .......... Development Lease
will expire.

« C = the cumulative Production of Petroleum from ......
Development Lease starting from the end of the Calendar
Quarter in which the Abandonment Fund was opened.

* Y = the abandonment fund bank balance at the end of the previous

Calendar Quarter.
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4. The Implementation of the Abandonment

Five Years before the expiration of the ........ Development Lease,

EGAS and Contractor shall meet to discuss, considering the last

abandonment costs estimate performed by the Contractor and EGAS

and the foreseen production potentials of the ........ Development

Lease the implementation of the abandonment of .......... existing

wells and facilities.

1) In case the production from ......... field expected to cease before
or on the expiration date of the Development Lease (as may be
extended):

» CONTRACTOR and EGAS shall agree on the details of the
abandonment implementation and shall consult together on
whether to assign the abandonment implementation to the
Joint Venture company or to evaluate other options;

* In case actual abandonment costs are higher than the
abandonment fund including matured interest,
CONTRACTOR shall bear the difference in costs; and

* In case the total contributions in the abandonment fund
including any matured banking interest thereon is higher than
the actual abandonment cost following completion of all
abandonment operations, then the excess shall revert to
recover the carry forward situation for the CONTRACTOR
resulting from the actual funding of the abandonment fund,
then any excess amount including any matured banking
interest shall be fully transferred to EGAS.

i1) If EGAS decided that the production from ......... field will be
continued by any entity other than CONTRACTOR after the
expiration of the Development Lease (as may be extended in

accordance to the Concession Agreement):
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» the abandonment fund shall belong to EGAS including any
accrued banking interest thereon;

* EGAS shall be responsible for the implementation of the
abandonment of ...... field with no responsibility or liability on
CONTRACTOR.

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: ... \@........... . ... D N
............... (Signature) ........cccevvveeeeeeeennnnnns
By: N@......... ... 0. ... ..
................. (Titloygn.. . 8. ... ...
For: ......... A A........... BBl ..
............... (Signature) .......cccoevvvvveeeeeeennnnns
By:Mr. ... 80...... . . 88..........~....
................. (THEE) ..ol ¥ £......... 4

For: the Egyptian Natural Gas Holding Company (EGAS)

............... (Signature) .......cccccvvvveeeeeeeennnnnns
cazal W TP . A0 AR
................. (Title) oo
Approved By:

............... (Signature) ........ccovevvveeeiieeennnnnns
& 2 D8 7SO, W W YU

Minister of Petroleum and Mineral Resources
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