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* In the ECA, the PC has the obligation to pay a number of different negotiable bonuses. Such bonuses are classified as

signature, production, and extension of the gas development lease bonuses. They are not treated as a recoverable cost.
Signature bonuses under the ECA commonly vary between US$ 100,000 and US$ 500,000, although they can be higher.
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1. Government’s fuel switching strategy,June 2008 the government announced an increase in the price of natural gas
and electricity for energy-intensive industrial users from USD 1.25/mmbtu to USD 3 /mmbtu, other industries
increases from USD 1.25/mmbtu to USD 2.65/mmbtu to be done in three stages.

2. April 2010, IMF Country Report No. 10/94: The Notional expenditures on fuel subsidies are financed directly by the
Egyptian General Petroleum Company out of its required transfers to the budget for income taxes, royalties and
dividends .Restructuring energy subsidies has been a key objective of the government’s post 2004 reforms. In
addition to several ad-hoc domestic fuel prices adjustments since 2004, the government launched in late 2007 a
plan to bring energy prices close to actual costs by 2010. The plan entailed an immediate increase in the energy
prices for energy-intensive industries and a one-year grace period for non-energy intensive industries. However,
during late 2008 and in the context of the crisis, the government extended this grace period until early 2010 and
announced that the elimination of fuel subsidies would be postponed to 2014. At the same time, the government
announced a coupon scheme to improve the targeting of the LPG subsidy.

3. 1P = Proved Reserve 2P = Proved + Probable 3P =Proved +Probable + Possible
Proved: Can be estimated with reasonable, certainty to be commercially recoverable under defined condition (1P)
Probable: Less likely to be recovered than (1P) but more certain to be recovered than (3P) at least 50%
probability than the actual quantities recovered will equal or exceed (2P) estimate
Possible: there should be at least 10% probability than the actual quantities recovered will equal or exceed (3P)
estimate Source: “Petroleum resources management” Society of Petroleum engineers, World Petroleum Council
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1. Price at the point of entry to the LNG plant less the cost of pipeline transportation, regasification, shipping, liquefaction
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1. It is interesting to note a peculiarity in the agreement with BG for the development of gas fields dedicated to
exports there is a clause stating that “If the netback revenue falls below the price at which the gas would be sold
to EGPC for domestic use, EGPC would compensate the investor for the difference”. Given that the investor was keen
on the export option, the notion that he should be compensated whenever the domestic market becomes more attractive
simply means that, as the English saying puts it, ‘he wants to have his cake and eat it too.
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3.5 year production / Cost & Recovery Statements (estimated)

2urs. LLEQLS‘ ﬂm
Report  Pricedby  sum (1) Pricedby  sum(2)
$ 2.65 $ 4.00
Gross Production BCF 118 71 189 11 189
40% cost rec. BCF 41 28 16 28 16
Base Price 2.65 $/BCF modifiedto 4$ 125 15 200 114 239
60% cost rec. BCF 11 43 113 43 113
Price 2.50 $/BCF 171 107 284 107 284
Production average K$ 302 182 484 220 522
Cost Statement today K$ 415 60 415 60 415
Accumulated Cost recovery 174 139 313 139 313
Excess/shortage (49) (64) 113) (25) (14)
EGPC 50% Excess share
EGPC 72% Excess share
Contractor 28% Excess share
Profit Share @ 60% 171 107 284 107 284
EGPC 72% Excess share 121 11 204 11 204
Contractor 28% Excess share 50 30 19 30 19
Overall EGPC Share 121 11 204 11 204
% 42% 42%% 42% 35% 39%
Overall Contractor Share 115 105 280 143 318
% 58% 58% 58% 65% 61%
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