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CONCESSION AGREEMENT
FOR

PETROLEUM EXPLORATION
AND PRODUCTION
BETWEEN

THE GOVERNMENT OF THE ARAB REPUBLIC
OF EGYPT

AND
EGYPTIAN GENERAL PETROLEUM
CORPORATION
AND
INTERNATIONAL EGYPTIAN OIL COMPANY
IN MAIN BLOCKS 5 & 6
OFFSHORE WEST SINAT ARTA

AT PORT SATD

This Agreement, made and entered into on this
day of .19 by ard
between the ARAB REPURLIC OF EGYPT (hereinafter

reflerred to variously as “A.R.E.  or as the “GOVERN- *

MENT™). the EGYPTIAN GENERAL PETROLEUM '

CORPORATION, 2 legal cntity created by Law no. 167

of 1958 as amended (hercinafter referred to as “E G P ¢ )

and INTERNATIONAL EGYPTIAN OIL COM-

PANY a company organized and existing under the laws
of Panama (hereinafter referred to as "TEQC or as
CONTRACTOR™.

WITNESSETH
WHEREAS, Law no. 66 of 1953, as amended, estahli-

!

—_—— T e e

. e

shed that all aw materials, including petroleum, existing :

m mines and quarries in A.R.E.. including the territoral
waters. and in the sea bed subject to its jurisdiction and
extending beyond the territorial waters. are the property
of the State, and

WHEREAS, EGPC has applicd for an exclusive con-
cession for the exploration, development and production
of peaoleum in and throughout the area referred to in
Article TI, and described in Annex “A” and shown appro-
ximately on Annex “B” which are attached hereto and

made part kereof ; and

WEREAS, Contractor agrees to undertake its obliga-
tions provided hereinafter as a Contractor with respect to
the exploration, development and production of petro-
leum in said area: and

WHEREAS, the GOVERNMENT desires hereby 1o

grant such concession ; and

WHEREAS, the Minister of Petroleum, Pursuant to
the provisions of Law no. 86 of 1956, may enter into a

concession agreement with EGPC and with Contractor as |
a contractor, for the petrolenm operations in  the Ares |

hereimafrer referred to.
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Now, therefore, the parties hereto agree as follows.

a)

b)

ARTICLE [

DEFINITIONS

“Lxploration™ shall include such geological, geoph-
ysical, acrial and other surveys as may be contained
in the approved Work Programs and Budgets,
the drilling of such shot holes, core holes, stratigra-
phic tests, holes for the discovery of petroleum or
the appraisal of petroleum discovertes and other rela-
ted holes and wells, and thé purchase or acquisition
of such supplies, matenals and equipment therefore
all as may be contamed in the approved Work Pro-
grams and Budgets. The verb “explore” means the
act of conducting exploration.

“Development” shall include, but not be limited to,
all the operations and activities pursuant to approved
Work Programs and Budgets under this Agreement ;

with respect to :

1) the dnlling of development wells, and

u) design, construction, installation, servicihg ahd
maintenance of equipment, lines, systems, facili-
ties plants and related operations, to produce

and operate said wells, to take, save, treat, han-
dle, store, flare, transport and deliver petro

leum for export, and to undertake repressuring,
recycling and other secondary recovery projects.

“Petroleum”™ means liquid crude ol of various den-
sittes, asphalt, gas, casinghead gas and all other
hydrocarbon substances that may be found in, and
produced, or otherwise obtained and saved from the

area under this Agreement, and all substances  that
may be extracted thercfrom

“Liquid Crude Oi” or “Crude Ol”
hydrocarbon produced from the Area which s 1n a
hquid state at the wellhead or lease separator or
which is extracted from the gas or casinghead gas in
a plant, Such term includes distillate and conden-

salc,

means any

and
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f)

“Gas” is natural gas both asseciated and non-associa-
ted, and all of its constituent elements produced from
any well in the Area and all norn-hydrocarboh subs-

tances therein. Said term shall include residue gas.

A “barrel” shall consist of forty-two {42) United

States gallons, liquid measure, corrected to a temr

perature of sixty degrees (60*) Fahrenhert.

g) “Commercial Well” means the first well an any geolo-

h)

gical feature which after testing for a period of thirty.

(30) comsecutive days where practical but m any cvent
in: accordance with sound and accepted industry pro-

duction practices, and verified by EGPC, is found t:
be capable of producing at the average rate of not

less than Two Thousand five hundred (2.500) barrels

of oil per day, (BOPD). The date of discovery of a
“Commercial Well” is the date on which such well

is completed and tested according to the above.

“A R.E.” means ARAB REPUBLIC OF EGYPT.

“Fffective Date” means the date on which the rele-
vant law is issued or the text of this Agreement is sig-
ned by the GOVERNMENT, EGPC and Contra:

ctor, whichever i later.

“Year” or “Calendar Year™ means a proid of twelve
(12) months according to the Gregorian Calendar.

“Financial year” means = the GOVERNMENTs
financial year starting on January Ist and ending on
December 31st, both dates being inclustve.

“Tax Ylear” means the period of twelve {12) months
according to the Gregorian Calendar for which tax
retums or reports are required according to  any
applicable income, profits or nther tax law or regula-
tion of the ARE.

An “Affiliated Company” mcons a company

1§ The share capital, conferring majority of votes
at stockholders meeting of such company. of
which is nwned directly or indirectly by a party

hereio,
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i) Which is the owner directly or mndirectly .of
share capital conferring a majority of votes at
stockolders meetings of party hereto ; or

ui) Whose share capital conferring 2 majority of

vites at stockholders’ mectings of such company
and the share capital conferring a majonty of
votes at stockholders’ meetings of a party heretn
are owned directly or mdirectly by the same

company.,

ARTICLE 11

ANNEXES TO THE AGREEMENT

Annex “A™ is a description of the Arac covered and

affected by this Agrcement, hercinafter referred to as the
i‘Am'l_

Annex “B” is an illustrative map on the scale of
1 : 1.000.000 indicationg approximately the Area covered
and affected by this Agreement 2nd described in Annex
il’A-ﬂ*

Annecx "2 is the from of the Letter of Guaranty to

be issued by the National Bank of Egypt, and to be sub-

mitted by Contractor at the time of signature by the
Minister of Petroleum of this Agreement for the sum of

ter Million (10,000.000) U.S. Dollars, guaranteeing the

execution of Contractor’s minimum exploration obligations
hereunder for the first three (3) years exploration period.

Such guaranty shall remain effective for six {6) months |

after the end of the said Three (3) years period except as
it may be released pirior to that time in accordance with

the terms thereof.

Annex “D” 1s the form of a Charter of the mting

company to be forrned as provided for in Article VT herent.

Annex “E” js the Accounting Procedure.

Annex “F” 15 a Supplemental Agrecment.

~ Amnexcs “A”. B, “C”, D", “E” and “F” to this Agre-
*ment are hereby made part hereof, and they shall pe
considered as having equal foroe and effect with the pmuv-
sions of this Agreement.
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ARTICLE 111 ( 2 2L )

GRANT OF RIGHTS AND TERM slly 3yl
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The GOVERNMENT hereby grants EGPC  and
Contractor, subject to the terms, convenants and conditions
sct out in this Agreement, which insofar as they may
contradict with any provisions of Law no. 66 of 1953, as
amended, shall have the force of Law, an exclusive
conckssion m and to the Arca described In Annex, “A”
and approximately shown in Amex “B”.

(a) The GOVERNMENT shall own: and be entitled, as

heremafter provided. to a royalty in cash or m kind
of Ten {10} percent of the total quantity of petrofeum
produced and saved from the Area during the

development period including renewal.  Said ro-
rovalty shall be borme and paid by EGPC and shall

not be the obligation of CONTRACTOR. The pay- |

ment of rovalties by EGPC shall not be deemed to
result m income attributable to the CONTRACTOR.

by An initial exploration pericd of Three (3} years shall

start from the Effective Date. Two (2) successive

extensions to the mitial exploration period of Three
(3) years and Two (2 yrars respectively shall he gra-

nted to Contractor at its option upon ninety davs
prior written notice to EGPC and subject onlv to its

having fulfilled its oblieations herrunder for the
preceding period.

The Agreement shall be terminated if no Commercial
well is establiched by the end of the Eigth (8thY
vear of the exploration period or upon the comp-
letion of dnlling and testing of anv well actually
heing drilled or tested at the end of the Fighth [8th)
vear of the exploration period, but shall not  exceed
this period by more than Six {6) months. Electinn
by EGPC to undertake a sole risk venture under
maragraph (¢} immediately hereafrer shall not extend
the exploration period nor affect the termination of
thix Agrerment as to CONTRACTOR.

“Commercial Discovery”.  After discovery of a Com- |

mercial well CONTRACTOR 31'1311 undertake, 15
nart of its exploration program, the appraisal of the

discovery by drilling one or more additional wellc.
to determine whether such discovery is worthy
heing Jdeveloped commerciallv, taking intn  consi-
deration the recoverable reserves, production,
pipeline, and terminal facilities required, estimated
crude ol prices, and all other relevant  technical

rconomir factors,
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A Commercial Discovery may consist of once pro-
ducing reservoir or a group of producing rCSCTVOITS
which after appraisal 15 worthy of being developed
commercially. CONTRACTOR shall give notice of
a Commercial Discovery to EGPC immediately after
the discovery is considered by CONTRACTOR  to
ive worthy of commercial development but n no event
later than the completion of the second exploration
appraisal well, or nine {9) months following the date
of discovery of the Commercial well whichever
is carlier: except that CONTRACT OR shall also

have the right to give such notice of commercial

Well and/or Discovery with respect to any reservolr
or reservoirs even if the well or wells thereon are 10!
“Commercial” within the definition of “Commercial
Well” if, in its opmion, such reservoir or group of re
cervoirs considered collectively, could be worthy of
commerncial development.

Following receipt of such notice EGPC and COLIV-

TRACTOR shall meet and review all appropriate
data with a view to mutually agrecing upon the ex-
istence of a Commercial Discovery. The date of
Commercial Discovery shall be the date EGPC and

CONTRACTOR mutuallv agree that a Commercial
Discovery exists. In the event that no commercial

nroduction in regular shipments from a Commercial

Discovery is made within Three {3) years as of the
date of Commurcial Discovery, then the block ()
concemed with such discovery shall immediately be

aurrendered.

1€ Crude Oil is discovered but is not deemed by
CONTRACTOR to be a Commercial Discovery
under the above provisions of this paragaph (c), EGPC
shall. one (1) vear after the expiration of the period
specified above withm which CONTRACTOR can

give notice of Comcercial Discovery, or eighleen (18)
months after the completion of a well not considered

2 “‘Commercial well”, have the richt. fnllowing sixtv

{60\ days notice In wrnting to CONTRACTOR, at
sts sole cost. risk and expense, to develon, praduce and
dispose of all Crude Ot from the genlogical feature

on which the well has been drilled.  Said notice shall
state the spocific area covering said geological feature

ta he developed, the wells to be drifled, the production
facilities to be installed and EGPC’s estimated cost
thereof. Within  thirty [30) days  after recept of
id notice CONTRACTOR mav, in wnung, elect
ro develon such area as provided for in the case of
Commercial Discovery hereunder. In such event all

terms of this Agreement shall continue to apply to

the epecified area.
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If CONTRAUTOR cleats not to develop such

area, the specific area, covering said  geologr-
cal feature shall be set aside for sole risk
operations by EGPC. In the event Operating

Company referred te in Article VI has come
into existence EGPC shall be entitled to have Operat-
ing Company perform such operations for it at
EGPC's sole cost, rsk and expmse. 'When EGPC
has recovered from the Crude Oil produced from such
specific area a quantity of Crude O1il equal in value to
Three hundred (300} percent of the costs it has incur-
red, CONTRACTOR shall have the option, only in
the event there has been a separate Commercial Dis-
covery, to share in further development and produc-
tion of that speafic area upon paying EGPC one huo-
dred (100) percent of such costs incurred by EGPC.
Such one hundred {100) percent payment shall be re-
covered by CONTRACTOR from Cost Recovery
Crude in the normal manner for the recovery of ex-

penses.  Immediately following such payment the spe-

cific area shall either (1) revert to the status of an or-

dinary development lease under this Agreement and
thereafter shall be operated in accordance with the
terms hereof; or {IT) alternatively, In the even that
at such time EGPC or its affiliated company is con-
ducting all development operations in the area at
its sole expense and EGPC elects to continue operat-
ing, the area shall remain set aside and CONTRAC-
TOR shall only be entitled 1o 115 produciion sharing
percentage of the Crude Oil as specified in Article
VII {b) beolw. The sole risk crude il shall be
valued in the manner provided in Paragraph (¢) of
Article VII.
Agreement under the provisions of paragraph (b

In the event of any termination of this

above, this Agreement shall, however, continue to
apply to EGPC’s operation of any sole risk venture
hereunder, although such Agreement shall have been
termminated with respect to CONTRACTOR pursuant
to the provisions of said paragraph (b)above.

@) The development period shall be twenty {20) years

from the date of the First Commercial Discovery.
This period may be renewed for an  additional
nertod of Ten (10} years at the option of CONTRA-

CTOR upon six {8) months prior written nntice w0

EGPC.
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Following Commercial Discovery the extent of the
whole area capable of production to be covered by
development lease or leases shall be mutually agreed
upon by EGPC and CONTRACTOR and be subject
to the approval of the Minister of Petroleum. Such
arca shall then be converted automatically into a
development lease or leases without the issuance of
any additional legal instrument or permission.

Development operations thereafter shall be started
promptly by Operating Company and unless EGPC
bnd CONTRACTOR agree otherwise, at least one
drilling rig shall be used continuously until, in accor-
dance with good oif field practices and accepted pet-
roleum engmeering principies, the field is considered
to be fullv developed.

CONTRACTOR shall hear and pay all the costs and
cxpenses required in carrying oot all the operation
under this Agrcement, but such costs and expenses
shall not include interest on investment, and CON-
TRACTOR shall look only to the Petroleum to which
it is entitled under this Agreerrent to Tecover such
costs and expenses. Such costs and expenses shall be
recoverable as provided in Article VII. During the
tam of this Agreement and its venewal. the total pro-

iduction achieved In the conduct of such operations

shall be divided between EGPC and CONTRACG-
TOR in accordance with the provisions of Article

VILI.

1’ CONTRACTOR shall be subject tn the laws m
force in the AR.E. and the political subdivisions
thereof, which impose taxes on or are measured
by income or profits, including those laws impos-
ing the commercal and industrial profits  tax.
municipal tax, defense tax and national security
tax on mcome and dividends paid with respect
to sharehalders (hereinafter referred tn as “A.R.E.
Incorne Taxes™), and, except as otherwise pro-
vided in the Agreement, shall comply with the
requirements of such laws with respect to the
filing of retumms the assessment of tax, and the
keeping of review by authorized persons of books

and records.

Any A.RE. income Taxes as described above
which may be levied agamst CONTRACTOR’s
“gsharcholders as a result of CONTRACTORs
activities under this Agreement shzll be the
responsibility of EGPC. Tt is expresly agreed

and acknowledged that RGPCs share of the |
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volum of crude oil as determined undec
Article VI includes a volume of crude oil to
meet the CONTRACTOR’s A.R.E. income
‘Taxes as described above in this Paragraph (f) {I).
EGPC agrees that proceeds from such crude
oll volumes will be used to meet CONTRAC-
TOR’s Income Tax lability in A.RE. as and
when due. EGPC further agrees to use its
rcasonable efforts to timely pay such liabilities.

2) for purposes  of applying paragraph (f) (I) of
this Article, the total taxable income of CON-
TRACTOR ia respect of any Tax Year shall be

an amount calculated as follows -

1) The total of the sums received by CONT-
RACTOR from the sale or other disposition
of all Crude Onl acquired by CONTRAC-
TOR pursuant to Article VLI, paragraph (a)
and (v). Less

a) The costs and expenses of CONTRA-
CGTOR which are allowed to be recov-
ered m the Tax Year under paragraph
(a) of Article VII, and

The value, as detemnined in paragraph
(c) of Article VII of the excess Cost Rec-
overy Crnde Ou taken and scparately
disposed of by CONTRACTOR pursu-
ant o Article VII, paragraph (a) (2);
PLUS.

An amount equal to CONTRACTOR’s
A.RE. Income Taxes.

ii)

EGPC shall assume, pay and discharge, on
behalf of CONTRACTOR, CONTRACTOR’s
A.R.E. Income Taxes out of the sums received
by EGPC from the sale or other dispositon of
its share of the Crude Ol

EGPC shall furnish to CONTRACTOR the
pioper official receipt evidencing the payment
of CONTRACTOR’s A.R.E. Income taxes
within Two hundred and ten (210) days followieg
the commencement of the next ensung Tax
Year. Such receipts shall be issued by the
proper Tax Authonues and shall state the
amount and other particulars customary for
such receipts.

I calculating its AR E. Income Taxes, EGPC shall
be entitled to deduct royalties paid by EGPC to the

COVERNMENT and the A.RE. Income Taxes of

CONTRACTOR paid by EGPC on CONTRAC-
TOR’s behall

|
|
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ARTICLE 1V
WORK PROGRAM AND
EXPENDITURES DURING
EXPIORATION PERIOD

+ CONTRACTOR shall commence exploration opera-

tions hereunder not later than six (6) months after the

Effective Date. Not later than the end of twenty
fourth (24th) month after the Effective Date, CON-

TRACTOR shall start exploration drilling in the
Arca, with commitment of drilling two (2) wells dur-
ing the initial exploration period. EGPC shall
make available for CONTRACTOR s nse all seismic

and other exploration data in EGPC’s possession with
respect to said Area.

The initial exploration period shall be Three t3)
years. CONTRACTOR may extend this explora-
tion period for two (2} additional periods of Three (3)
years and two (2) years respectively, each upon a
ninety (90) days prior written notice to EGPC sub-
ject to its expenditure of its minimuin exploration
obligations for cach such period. |

CONTRACTOR shall spend a2 minimum of Ten
Milion (10,000,000) U.S. Dollars on exploration
operations and activities related thereto during the
initial Three (3) years exploration period which shali
mclude the drilling of Two (2) wells. For each Three
(3) years and Two (2) years period that CONTRAC-
TOR elects o cxtend beyond the initial exploration
period, CONTRACTOR shall spend a minimum of
Ten (10) and Eight (8) mullion U.S. Dollars respect!-

vety.

Should CONTRACTOR  spend more than the

minimum amount required to be expended during
the mmitial Three (3} years exploration period or during

any period thereafter, the excess may be subtracted |
from the mirimum amount of money required o be
expended, by CONTRACTOR during any succeeding

cxploration period or periods, as the case may be.
In case CONTRACTOR surrenders its exploration

obligations in this Agreement as sct forth above before :

or at the end of the Third (3rd) vear of the inital
cxploration period, having expended less than the

total sum of Ten Milkon (10,000,000} US. Dollars |

on exploration, or in the event at the end of the Third
(3rd} year CONTRACTOQOR has expended Jess than
said sum m the Area, an amount equal to the diffe-

rence between the said Ten midlion {10°000,000) U S,

Dollars and the amount actaally spent on exploration
activities shall be paid by CONTRACTOR to EGPC

at the ume of surrendering or within three (3)

months from the end of the third {3rd) year of the
initial exploration period, as the case may be.
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mittee

-

Any expenditure deficiency by CON TRACTORat the

end of the Sixth (6th) year or at the end of the eighth
(8th) year respectively for the reasons above-noted,
shall similarly, result in a payment by CONTRAC-
TOR to EGPC of such deficiency. Provided this

Agreement s still in force as to CONTRACTOR, |

CONTRACTOR shall be entitled to recover any such
payments as exploration expenditure m the manner
provided for under Artide VI1 in the event of
development of commercial production.

In case no Commerical Discovery is established by
the end of the Eight (8th) year, or in case GONTRA-
CTOR surrenders its exploration obligations under
the Agreement prior to such time, EGPC shall not
bear any of aforesaid expenses spent by CONTRAC-
TOR,

At least three (3) moaths prior to the beginning of

cach year or at such other fimes as may mutually be i
agreed to by EGPC and CONTRACTOR, CONT- :

RACTOR shall prepare an Exploration Work Prog-
ram and Budget tor the Area setting forth the explo

ration operations which CONTRACTOR proposcs

to carry out during the ensuing year.
Exploration Period such Work Program and Budget

shall be at least sufficient to sausfty CONTRACTOR s
munimum expenditure obligation  for the perod it

covers, takuing into account any credits for excess
expenditures by CONTRACUTOR 1 prior exploration
period.

The Exploration Work Program and Budget shall
be reviewed by a joint committee to be established

Durmg the

by EGPC and CONTRACTOR after the Effective

Date of this Agreement. This Committee, herein-
after referred to as the “Explloration Advisory Com-
", shall consist of Six (6) members, Three (3) of
whom shall be apponted by EGPC and Three (3)
by CONTRACTOR.

The Chairman of the Exploration Advisory Conr
mittee shall be desggnated by EGPC from among the
members appeinted by it The Exploration Advisory
Comeruttee shall review and give such advice as it
deems appropnate with respect to the proposed Work
Program and Budget. Following review by the
Exploration Adwvisory Commattee, CONTRAGCTOR

shall make such revisions as CONTRACTOR deems

approprate and submut

Following such approval, it is further agreed that

i) CONTRACTOR shall not substantially revise |

or modify said Work Program and Budget nor

reduce  the approved budgeted  expenditure
without the approval of EGPC ;

the Explorauon Work :
Program and Budget to EGPC for its approval.
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it) In the event of emergancies involving danger
of loss of lives or property, CONTRACTOR

may expend such addrtional unbudgeted amounts

as may be required to alleviate such danger,
Such expenditure shall be considered in all res-
pects as exploration expenditures and shall be
recovered pursuant to the provisions of Article
VII hereof.

(d) CONTRACTOR shall advanoe all necessary funds 1

for all materials, equipment, supplies, personnel,
administration and operations pursuant to the
Exploration Work Program and Budget and EGPC
shail not be responsible to bear or repay any of the
aforesaid costs.

CONTRACTOR shall be responsible for the prepara- |

tion and performance of the Exploration Work Prog-
ram which shall be implemented in a workmanlike
manner and in consistence with good industry prac-
tiges. Except as appropriate for the processing of

data and laboratory studies thercon, to be made in |

specialized centers outside. A.R.E. all geological and
geophysical studies as well as any other studies related
to the performance of this Agreement, shall be made
i the ARE.

CONTRACTOR shall entust the managerment of
exploration gpcrations in the A R.E. to jis technically
compctent General Manager and Assistant Manager.
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shall, upon appointment, be forthwith notified to the oA Ol el daba 135, ,al! Gl o 5 3
GOVERNMENT and to EGPC. The Manager | " y -

and, in his absence, the Assistant Manager, shall be
entrusted by CONTRACTOR with sufficient powers
to carry out immediately and comply with all lawful
written directions given to them by the GOVERN-
MENT or its represenmative under the terms of this

Agreement or any lawful reguiations issued or herea-
fter to be issued which are applicabic hereunder.

CONTRACTOR shall supply EGPC, within thirty
(30} days from the end of cach calendar quarter with
a Statement of Exploration Activity showmg costs

ncurred by CONTRACTOR during such quarter.
CONTRACTORs records and necessary supporting
documents shall be available for inspection by EGPC
at any time during regular working hours for threc
(3) months from the date of receiving each Statement.

Within the three (3) months from the date of recei-
ving such Statement, EGPC shall advise CONTRA.
CTOR 1mn writing f it considers .

i) - that the record of costs is not correct ;

i) that the costs of goods or services supplied are
not in line with the intemational matket prices

for goods or setvices of similar quality supplied
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on similar terms prevailing at the time such
goods or services were supplied, provided, howe
ver, that purchases made and services performed
within A RE. shall be subject to Article XXV ;
W)  that the omdition of the nuaterials furmnishe
CCNTRACTOR  dow

prices ; or

<! by
114 M, [H“}l Cwitly  err

1v) that the eosts incurred are not reasanably regputr-
red for operations,

CONTRACTOR shall confer with EGPC in oon-

nection with the problem thus presented, and CONT-
RACTOR and EGPC shall attempt to reach a settle-

ment which is mutvally satisfactory. If within the
time limit of the three (3) months period provided for -

in this paragraph, EGPC has not advised CONTRA.-
CTOR of its objection to any statment, such state

ment shall be considered as approved.

fts operations in  AR.E. under this Agrecment, in

frecly convertible currency from abroad. {(CONTRA- |
CTOR shall have the right to buy Egyptian currency

whenever required and the conversion shall be made
at the local banks in the ARE. according to the
official A R.E. rate of exchange.

'ARTICLE V
MANDATORY AND VOLUNTARY

RELINQUISHMENTS
VANDATORY

At the end of the Third (3rd) vear after the Effective
Date hereof, CONTRACTOR shall relinquish to the
GOVERNMENT a total of twenty five (25) percent of

the original Area not then converted to a development
lease or leases.

At the end of the Sixth (6th) year after the Effective
Date hereof, CONTRACTOR. shall relinquish an additio

nal owenty-five (25) percent of the original Area not then
converted to a development lease or leases.

Without prejudice to Articles TH and XXI, at the

end of the Exploration period, CONTRACTOR. shall
relinquish the remainder of the original Area not then
converted to a development lease or leases

VOLUNTARY

CONTRACTOR may, voluntarily, during anv perind
relinquish all or any part of the Area provided that ur
the time of such voluntary relinquishment its financi4l
obligations for exploration expenditures under Article [\
paragraph (b] have been satisfied for such period.

Any rellmquishmens bhereunder shall be credited towzrd
the mandatory provisions of the above paragraph,

CONTRACTOR shall supply all funds necessary for
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a) On Commertial Discovery, EGPC and CONTRAC-

by

Following
TR.ACTUR shall mutually agree upon any arca to be
relinquished thereafter, except for
provided for above at the end of the total exploration

period

Commercial Discovery, EGPC and CON-

the rel mquishment

ARTICLE VI
OPERATION AFTER COMMERCIAL
DISCOVERY

TOR shall form in ARE. an operating company
which shall be called PORT SAID PETROLEUM
COMPANY, hereinafter referred to as PORT SAID
or as Operatine Company. PORT SAID shall be
subject to the laws and regulations in force in the
ARE. to extent that such laws and regulations arc
not inconsistent with the provisions of this Agreement
or the Charter of PORT SATID :
SAID ; shall, for the purposes of this Agreement, he
exempted fmm the Toliowing laws and regulations as
now or hereafter amended or substituted -

— Law No. 26 of 1954 on Companies. as amended 3

— Law Na. 141 of 1963 on Representation of Emp-
loyces and Workers on the Boards of Comnpanirs :

-— Law No. 60 of 197t on Public Tnstitutions i
Public Sector Units

— Law No. 61 of 1971 on the staff Regulations of
Public Companies.

~— Law No. 97. of 1976 organising dealings in foreien
currencies ;

— Presidential Derree No. 1868 of 1974 restricting
somme Contracts of Works of the Government to

Public Institutions and Corporations and Public
Sector Units.

The Charter of PROT SATD is hereto attached as
Annex “D”. Within thirty (30} davs after the date «f
Commercial Discovery, the Charter shall take effect
and Operating Cclmp any shall automatically come
Into existence, without any further procedures.

Nmety (90) days after the date Operating Company
comes into exXistence in accordance with paragraph
(b} above. it shall prepare a development Work Prog-
ram and Budget for the remainder of the vear in which

the Commercial Discovery is rmde: and not Jater than

the fifteenth (15th) of October of said vear (or such
other date as may be agrecd upon) and the fifreenth

however, FORT |

(I5th) of October of each year thereafter Operating |
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d)

a)

VAW e e vy O {K) K0 Yo sl o $

Company shall prepare an annual Production Sche !
dule, Work Program and Budget for the succceding
year. The Production Schodule, Work Program and |
Budget shall be submitted to the Board of Directors

for approval.

Not later than the tewentieth (20th) day of each
month, Operating Company shall fumnish to CON- |
TRACTOR a written estimate of its total cash re
quirements for expenditure for the first half and the
second half of the succeding month  expressed m
U.S. Dollars, having regard to the approved budget.
Such estimmte shall take inta consideration any cash
expected to be on hand at month end.

Payment for the appropriate period of such month
shall be made to the correspondent bank designated
in paragraph {€) below on the first day and fifteenth |
day respectively, or the next following business day. |
if such day 15 not a business day.

Operating Company is authorized to keep at its own

disposal abroad in an acoomt opened with a cor
respondent bank of the National Bank of Egypt,
Cairo, the foreign funds advanced by CONTRAC-
TOR. Withdrawals from said acoount shall be used
for payment for goods and services rcquired abroad
and for transferring to a local bank in the ARE.
the required amounts to meet expenditures, m Egyp-
tian Pounds, for Operating Company in cofnection |
with its activities under this Agreement.

Within thirty (30) days after the end of each Finan- |
cal Year, Operating Company shall submut to the f_
appropriate exchange control authorities m  the
ARE. a statement, duly certified by a recognized |
firm of auditors. showing the Funds credited to that |
account, the disbursernents made out of that account "
and the balance outstanding at the end of the vear. |

-

ARTTCLE VT1
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING
1) Cost Recovery Crude Oil

Subject to the auditing provisions under this
Agreement, CONTRACTOR shall recaver all
costs and expenses in respect of all the explora-
tion. development and related operations under
this Agreemen to the extent and out of thirty (30}
percent  per annum of all Crde O pn}du{:f:d
and saved fram all development leases hereunder
and not used in petroleum operations,  Such

Cn]ac Oﬂ iﬂ heremafter r't':fcrrcd t0 as "Cost Re
covery Crude O,

Guch costs and expenses shall Be recovered from
Cost Recovery Crude Oil in the followine

manner <
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1) All operating expenses, incurred after Initial 7 W i ;:,mILQI L‘_}:L'Z.Uh_.L_JLmGr (V)
Commercial Production, which for the purposes 'é_}l:ﬂ@i;_:;w*ﬂ,_}‘, u‘,lJ;;'\j sl cd;fl‘_;_j\f‘jl
ot this Agreement shall mean the date on which 7T IR TN C PR N S PR - o
the hrst regular shipment is made,  shall be o bl Jh“ﬂf'f't_k | L;d'fl! et
recoverable iy the later of the Tax Year m which | 4l _,Th._.i:__;qu\ o k3 L Tt g i) ! 1,_4:-,,;-._J'I
such expenses are incurred or the Tax vear in et e sl 4 Y d;‘-rdlgfi)”#ihﬂé'@,ﬂ
which Inifal Commercial Praeduction necurs, ) . G_;‘:’u o Y o 5

u)  Exploraton Expenditures, including those actr ¢ Js ‘f-'-nff'i; booly gl ¢ ol lis (T)
mulated prior to the commencement of Initial GVl e ol 2y R e
Commercial Production, which for the purposes ‘ *:’L'd* t'l‘: U’l'f-y :5"”.! ‘ 'JJ:Z” L_fJL’."-" EL‘?I
of this Agreement shall mean the date on which LLA.-«:_ I Aakima s J_J A e el éJLﬂI L.S“'
the first regular shipment is made, shall be reco- P AP T o : Lo T
verable at the rate of twenty-five (25) percent ! L‘S"jr"“":‘ “-Lc_ "’j‘ulﬁ(f")?i!f“}‘*f
per annum based on amortization at that rate ’ LL-:.::_,;.EmILgl Lif‘aJ1LJl¢f;l.1:;_i ¢ Jaall i"’-r:
starting in the later of the Tax Year in which | CY Lt T by b olial il
such expenditures are incurred or the Tax Year E A L':! - ‘-;] *-"a" ? -~ ‘ 45 L
in which Initial Commercial Production com- .« W &Y oK Gl o e C Uy W gLl
mences. '

1)  Development Expenditures, incuding those | E'l'.‘i}'l e o L fl_; Lo s 3 becaad)l -l (v)
accurnulated prior to the commencement of Ini- . iy te A - *
tial Commercial Production shall be recovera- | (37,0 )WJ *H:@_J:M- amcoa¥lgld
ble at the rate of Twelve and half (12.5) percent | daaledandl . i LT JER AR 1
per annum based on amortzation at  that rati:_j R ST A CI: - 1 I 5. )
starting in the later of the Tax vear in which ] u_ >l s © el 2l v
such expenditures are incurred or the Tax year o_j-'-'-—-'b-d‘[..s:;lq«jl Ly B L pallald
in which Imitial Commercial Production com- ; AW Y 5 S
mences. !

iv) To the extent that, in a Tax Year, costs, expen- 5 iJEA I ) e e R T 1] (¢ )
res or cxpenditures recoverable per paragraphs = oo s Lobatel et Slaadl iy 2 bl
(i}, {it) and (iii) preceding exceed the value of } ‘_E'l-—;f-ﬁ;&.;h EJJIJJI(T-_,TJ”@!IE_.?JI riS:,.T
all Cost Recovery Crude Oil for such Tax Year, | -l i 3 “ LK1y st oL o
the excess shall be carried forward for recovery ;. A 3 laals LY ] J=r- bl o ¢ i il
in the next succeeding Tax Year or Years unt] | s ¢S85 At U Ly all oy ;T -
fully rcovered; but in no case after the termina. | b Yl A2i]am Jlp Vi e Sl d‘:-“‘*-t.:-‘.‘l'\j_,é'ﬂ
tion of the Agreement, as to CONTRACTOR. | - Jylel il

v} For the purpose of determining the classification | %, iy ally G Gk A At (o)
of all costs, expenses, and expenditures for thejr S [l | BN N P PR TN T
recovery, the following terms shall apply : - 0 o Y
1) “Exploration  expenditures” shall mean all R LTI ‘--"':!5;';_:"'. o™ et Sl (1)
costs and expenses for Exploration.

2) “Development Expenditures™ shall mean all | 4~ by any it ot lag (‘I’)
ﬁ a:nd C;Cpenses_hr Development with the ' C s 5Lz AT
ption of operating expenses. -
3) “Operating Expenses’’ shall mean all costs, | o slally K = TIPS o B Hlan (r)
EXPenSeS *and expenditures  made after Tnitial S 6 daY ke CU:‘""“? ;@_{,‘ij];l_ﬁ:jlj
Cammtrc:a]- production  which COSts, ¢Nperises | ﬂ){‘,:_.)l.l "a.l: M| ,€ QM}J -.'.JEJJ*‘“J a5
and expenditures are not normally depreciable. l:_;‘)'l
' . ]
2)  Contractor shall each year tuke and separately o

dispose of all Cost Recovery Crude Ojl produced,
(except as provided in sub-paragraph (a) (3) belo,y

sl W o S L el gl il
()00 )il Gale o puaze pa 1. i Tl £y
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of this Article VII} plus its share of the balance

b)
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of the Crude Oil as stipulated in paragraph
(b), below of this Article VII. To the extent
that the value of the Cost Recovery Crude
O1l (as determined in sub paragraph {c) below)
exceeds the actual recoverable costs and expendi-
tures including any carry forward from para-
graph (a) (1) (iv) above to be recovered in that
year the value of such excees Cost Recovery
Crude Oil actually taken and separately dispo-
sed of by Contractor shall be paid by contractor
to EGPC in the manner set forth in Artide IV
of the Acoounting procedure contained 1 Annex
“E” and Contractor shall be deemed to have
purchased such excess Cost Recovery Crade Oil.

3) with respect to such excess Cost Recovery Crude

O1i which CONTRACTOR shall be deemed tw
have purchased (per sub-paragraph (a) (2) of this
Article VII), EGPC shall be entitled to elect
cach year to take up to Fifty (30} percent thereof
m kind and thereby roduce the  ameunt to be
purchased by CONTRACTOR 1 the same per-
centage amoume.

Production Sharmg

The remaining seventy (70) percent of the Crude Ol
shall be taken and disposed of swpurately by EGPC
and CONTRACTOR m the following proportions
Eighty (80) percent for EGPC and wwemty (208 perc
ent for CONTRACTOR.

)

2)

For the purpuses ol deternining the value of the
quantity of Cost Recovery Crude Qil to which
CONTRACTOR is cntitled hereunder during
cach calendar semester, the weighted average
price realized in freely convertible currency from
F.O.B. point of export sales by either EGPC

or CONTRACTOR under zll Crude Oil sales

contracts currently in effect but excluding Crude
Oi sales contracts involving barter, whichever
15 higher, to non affiltated companies duriag
such semester shall be used. It is understood
that mn the case of C.LF. sales, approppriate
deductions shall be made¢ for transport and
msurance charges to caleulate the F.OB. point
of export price.

If dunng any calendar semester there are no

such sales by EGPC or CONTRACTOR under

Crude Oil sales contracts currently in effect,

EGPC and CONTRACTOR shall meet apd

|
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mutually agree upon the price of Crude Oil to
be used in determining the value mentioned in
sub-paragraph (¢) (1} above. Pending such
mutual agreement the price used shall be the
last price determmead pursuant to sub-paragraph
(c) {1), or under this sub-paragraph (c) (2), which
cver is later, and appropriate adjustment will
be made thereto after determinagon of a
mutually agreed price by EGPC  and CON
TRACTOR.

+ d) Operatng Company shall prepare (not less than

ninety (90) days prior to the begmning of such calen- |

dar semester following regular production) and
furnish m wnting ta CONTRACTOR and EGPC a

forecast, setting out the total quantity of Petroleum |

that Operating Company estirnates can be produced,
saved and transported hereunder during such calen-

dar semestar in accordance with good oil industry

practices. Operating Company shall endeavour to
produce cach calendar semester the forcast quanticy.
The Crude Oil shall be run to sterage tanks con-
structed, maintained and operated acmrdmtr to Go-
vernment regudations, by Operating Cf}mpﬂny I
which said Crude Qil shall be metered or otherwise
measured for royalty, and the other purposes required
by this Agreement.

CONTRACTOR shall have the right and the obliga-

tion w separately take and export currentdv all of |

the Crude O1 to which it is endled as is derermined
in accordance with sub-paragraphs (a) and (b} of this
Article. Subject to payment of sums due EGPC
under Article VII (a) (2) and IX. CONTRACTOR

shall have the nght to retain abread all funds acqui-
red by 1t abroad including the proceedls fram the
sale of its share of Crude Oil exported.

ARTICLE VIII
TITLE TO ASSETS

EGPC shall become the owner of all assets acguired

and owned by CONTRACTOR in conncction with

the operations carried out by CONTRACTOR or

Operating Company in  accordance with  the

followwng

1) Land shall become the property of LGPC as
soon as it is purchased.

2)  Thitle to fixed and movable assets shial! be trans
ferred automatically and gradually from CON-
TRACTOR to EGPC as they become subject to

depreciation i accordance with the provisions
of Article VII ; however, the full title ¢ fixed

and movable assets shall be transterred automa-
tically from CONTRACTOR t» EGP’C at the
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(c

(d

(e

SIGNATURE AND PRODUCTION BONUSES

end of the year when its total cost has been
recovered by CONTRACTOR in accordance
with the provisions of Article VII, or at the time
of termination of the Agrecment whichever

first occurs.

T'he Book Value of the Assets created during each
calendar quarter shall be communicated by CON- |-
TRACTOR to EGPG or by Operating Company to
EGPC and CONTRACTOR within thirty (30) days
of the end of ecach guarter. ‘:
During the term of this Agreement and the renewal
period CONTRACTOR and Operating  Company
are entitled to the full use in the Agreement Area,
and any other Area approved by EGPC, of all fixed |
and movable assets. CONTRATOR and EGPC |
shall not dispose of the same except with agreement |
of the other. |

CONTRACTOR may freely import intoc A.R.E. use

therein and freely export at the end of such use ma-
chinery and equipgnent which it ¢ither rents or leases
in accordance with good industry practices.

ARTICLE IX

—_

CONTRATOR shall pay to EGPC as a Signature
Bouns the sum of ¥ive Hundred Thousand (500.000)
US. Dollars on the date of signature by the Mini-

ster of Petroleum. _ o

CONTRACTOR shall also pay, subject w0 the
suspens.ve provisions under Annex F hereto, the sum
of Five Hundred Thousand (500,000) U.S. Dollars
upen  Contractor entering into the first Three
(3} year extension to the initial exploration peniod of

Three (3) years,

CONTRACTOR shall also pay to EGPC the
sum of Two million (2,000,000) U.S. Dollars
as a Production Bonus when the average daily produc- |
tion reaches for the first time the rate of Fifty |
thousand (50,000) barrels per day for a pernod :
ot thirty (30) consecutive producing days.

CONTRACTOR shall also pay to EGPC the addi-
uoral sum of Four million {4,000,000) U.S. Dollars
as Production Bonus when the average daily
preduction reaches for the furst time the rate of one
hurdred thousand (100,000) bamels per day
for a period of thirty {30) consecutive producing davs.

Contractor shall also pay to E.G.P.C. the additional
sum of Six miltion (6,000,000) U.S. Dollars as a pro-
duction bonus when the average daily production
reaches for the first time the rate of One hundred and
{ift- thousand (150,000) barrels per day for a period
of thirty {30) consecutive producing days.
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(f) At the time of reaching one or more of the levels

of production indicated above, and therefore paying |

one or more of said three Production Bonuses, (on- '
tractor shall specify to which of the two blocks J |

or b, as indicated 11 Annex “B”, the production .

production has to be
attributed.  When average daily production on the !

Bonus  for that level (s) of

other block only has reached for the first time for
a pexiod of thirty consecutive producing days ihe

average level of 50,000 ; 100,000 or 150,000 BOPD,

WAy G ploer (1) Ko Y ol - G J1 30

P T = ww ww m

as the case may be, another Production Bouns (s)

of 2,4 and 6 million T.S. Dollars, respectively, will

be paid by CONTRACTOR to EGPC. It being
understood thar in no event a2 Production Bonus for

any of the three levels of production above menton

cd will be paird more than twice.

Both afuresaid Signature and  Production Bonuscs
shall neither be recovered nor amortieed by CONT-

KACTOR.

has been divided inte two man blocks (Number &
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atie Number 6) by micans of a dividing Hipe as
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In the cvent that EGPC eects o developy any part
of the Area pursuant to the sole risk provisions of
Article TH {c} hereinabove, production from such,
sole sk arvea shall be considered for the purposes
of this Article IN only if CONTRACTOR cxercises
1s option to share i stch production

—_—— —_—— e h e -

ARTICLE X
OFFICE AND SERVICE OF NOTICE

(iJ.-.:LJI ask A )
el ¢ (e YLK JaE O Joidl Je sy
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CONTRACTOR shall mamtam an Offee 1 ARE.
|

at which notees shall be validiy _urr'-.'k'{l-

The General Manager and Assistant Manuger shall be
entrusted by CONTRACTOR with sufficient power to
carry out wninediately and comply with all local written
directions given to him by the GOVERNMENT or its °
represcritative under the terms of this Agreement or any
lawlul regulirions issued or hereafter ro be issued which
are applicabl: hercunder and not i conflict with this
Agreement. f
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All matters and notices shall be decned to be valihe '--—_g:‘d‘-:-*‘b Kl l"':’fb:)l‘l '-";'i""‘-{:‘;'-—'-'lJU“’q"ﬂJﬂ*y‘ it
served which are left at the office of the General Mana- | Jolall 255 O ynr Je SR HEA TN F“
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ger or which are sent to him hy registered mail o CON- | . - --‘ZJ - ey sl Lo, ,r_-*l

TRACTOR's office in ARE. i ' (Cr':) 3
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All matiers and notices shall be deemed to be validly
sereved which are left at the office of the Chairman of
EGPC or which are sent 1o him by registercd  mail at
EGPC's main offica i Canv.

ARTICLE XI

SAVING OF PETROLEUM
AND PREVENTION OF LOSS
a} Operaung Company shall take all proper measures,
according to generally accepted methods in use i
the oil industry to prevent loss or waste of petroleurn
above or under the ground in any form during dnill-
ing, producing, gathering and distributing or storage
operations. The GOVERNMENT has the right to
prevent any operanon on any well that it might re
asonably expect would result i loss or damage to the
well or the o field.

(b} Upon completion of the drilling of 4 productve well,
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Opcratayg Company shall inform the GOVERN- |
MENT or #s reproventatwve of the tume when the |

well will be tested and the production rate ascertatned

c) Except in instances where muluple producing forma-
tiohs m the same well can only be produced econc
micaily through a single tubing string, Petroleum
shall not be produced from mulnple o1l carrying zones
through one sumng of wbing at the same ume, ex-
cept with the priov approval of the GOVERNMENT

Or 1ts representative.

—— —— e L ——— —

d) Operaung Company shall record data vegarduny the
quantities of pettoleum and water produced moun
thiy from cach development lease. Such data shall
be sent to the GOVERNMENT or iis representa-
tive on the speaal forms provided for that purpose
within thirty (30) days after ¥ is obtained. Dailv
or weekly statistics regarding the production from
the Area shall be available at all reasonable times for
examinatuon by authorized representatives of the
GOVERNMENT.

e) Daily dnling records and the graphic logs of wells
must show the quantuity and type of cement and the
amount of any other materials used 1n the well for the
purpose of protecting petrolcum, gas bearing or fresh

water sfrafa,

Any substantial change of mechanical conditions of
the well after its completion should be subject to the
approval of the representative of  the  GOVERN:

MENT. | 1
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ARTICLE XII

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and
their contractors and sub-contractors engaged in car-
rying on operations under this Agreement shall be
permitted to umport and shall be exempted from cus-
tome duttes, with respect o the importation of ma-
chinery, equipment vehicles, materials, supplies, con-
sumable items, foodstuffs and movabla property
when certified by a responsible representative

of EGI'C, to be used solely in carrying on operations
under this Agrecment.

Each expatriate emplovee of CONTRACTOR, and
Operating Company and the said contractors and
sub-contractors shall be permitted to import and shall
be exempt from all customs duties with respect to
the reasonable importation of houschold goods, items,
ioodstuffs and personal cifects including one automo-
bile; provided, however, that such propertits  are
unported for the sole use of the employee and his
famuly and provided, further, that no such property
unported by the employvee shal

MENT regulations.

The cxemption provided in (a) of this Article shall
not apply to any imported items when EGPC consi-
ders and shows that items of the same, or substantially
the same, kind and quality are manufactured locally
and are available for purchase and timely deivery in
the A.R.E. at a price not higher than ten (10) precent
more than the cost of the imported item before cus-
toms duties but after transportation and insurance

costs have been added.

Any of the items imported into the A R.E. either ex-
empt or not-exenpt from customs duties, taxes or im-
posts under this Article may be exported by the
Importing party at any time without the payrhent of
any export duty, or unpost.

Used but serviceable material, equipment and goods
resulting from operations herecunder may be  sold
within the AR.E. provided that the purchasers pay
the appheable customs duties, taxes or imports, if
any, «xcept if sold to EGPC or an affiliated com-

pany of EGPC

be resold by fum in |
the A.R.E. except in accordance with GOVERN-
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Matenal, equipment and goods so damaged or used
as to be non-serviceable and which are calssified by
CONTRACTOR or Operating Company as scrap
or junk (any such CONTRACTORs a ppratsal being
subject to EGPC approval and any such Operating
Company’s appraisal being subject to EGPC and
CONTRACTOR approval) may be

. Y be sold as scrapror
junked without .
Impasts.

In the event of such sale under sub-paragraph (o) ;

Elliﬂ: (f) above, the proceeds from such sales shall be
divided in the following manner :

CONTRACT OR shall be entitled to rejmburse
ment qf us unrecovered cost, if any, in such maitcria!
nEré?Cummntand the excess, if any, shall be paid to

“Customs duties”, as used herein, shall inchide all

duties, taxes or nposts (except those charges paid

to the GOVERNMENT for actual services rendered),
which are payable as a result of the importatim of
the item or items under coosideration.

There shall be no licence required, and ‘CONI‘i{A-
CTOR and EGPC shall be exempted from any dauty,

tax, fee or any other financial impost in
the export of Petroleum hereunder.

F

payment of customs dutics, taxes or |
j

|

& 1 el

il LK .

mPr;ctuf?

At a reasonable time prior to the '-cﬂnunmccnlﬁl_t of -I
Commercial Production EGPC and CONTRAC-
TOR shall meet and agiee upon 2 prooedure for

scheduling tanker lifitings from the agreed vpon point |
- of export.

ARTICLE X1

BOOKS OF ACCOUNT ; ACCOUNTING .
AND PAYMENT

AR E. books of account, in accordance with the

Accounting Procedure in Annex "E” and accepted
accounting practices generaily used in ihe petroleum

industry, and such other books and records as may | .
| I o e b B e sl

be necessary to show. the work perfermed under this

|

j

|
i
r
!

Agreement. inciuding the amount and value of all |

Petroleum produced and saved hereunder.
TRACTOR and Operating Company shall keep
their books of account axd accounting records n
United States Dollars. Opemting  Comnpany  shall
fumish to the GOVERNMLENT or its representative

monthly returns showing the amount of petroleun
produccd and caved hercurider, Such retums shali

CON- |
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shall each maintain at their business offices m the |
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b)

" CONTRACIOR andjor Operating Company shall
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be prepared in the form require by the GOVERN-
MENT, or its representative anc shall be signed by
the General Manager or by the Assistant  Manager
or a duly designated deputy, axd delivered to the
GOVERNMENT or its represamtive within thirty
(30) days after the end of the muth covered in the
renum.

The aforesaid books of acooumt Izd other bmks and

records referred o above shall 3¢ available 3t ali |

reasonable tuncs for inspection bv duly authorized
representatives of the GOVERNMENT.

CONTRACTOR shall submit o EGPC a Profit
and Loss Statement for the Calenmr Year not later
tham March 15 of the foliowing yaar to show its net
profit or loss from the petroleum Dptml‘lﬂns under
this Agreement bor such year.

CONTRACTOR shall at the sane time submit a {
year-end Balance Sheet {for the sarme Calendar Year

to EGPC.

ARTICLE X1V

RECORDS, REPORTS AND IN:PECTION

prepare and, at all times while this Agreement is in
{force, rnaintain accurate and curret records of iis

operations in the Area . hereunde: CONTRAC-
TOR and/or Opcratmg Company xnall furmish the
GOVERNMENT or its representat:, n conformity
with applicable regulatons or as 3¢ GOVERN-
MENT or its representative mayv reasmably require:
wformation and data conceming its everations nnder
this Agrocment |

CONTRACTOR and/er Operatng Jompany shall |
save and keep for a reasonable period x time a repre-
sentative portion of cach sample of cors and cuttings |
taken from drilling wells; to be dispxed of or for |
warded to the GOVERNMENT or - representative
m the manner dircctly by the GOVE:NMENT. All
samples acquired by CONTRACTO:. and/or Ope-
rating Company for its own purpose nall be consi-
dered available for inspection at any rasonable time
by the GOVERNMENT or its reprecatatives, Any
such samples which CONTRACTORK > Operating
Company has kept for a peniod of twene {12) months
without reocipt of mstructions to forvard them o
the GOVERNMENT or its represenzaves or clse-
~here may be disposed of by CONTZACTOR or |
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29 \“.WL—-_fLTTG( )JJLT*;.LJ! L Jl 50, 2 | ¥a

¢) Unless otherwise agreed to by EGPC, in case of Sh{epemYmyle L22 SLoul Lo Je (s
cxporting any rock samples outside A.R.E. samples | (Cf E’)tJ S d 0 (r)
equivalent in size and quality shall, before such expor- Lht d kg, L2l Ja rLj st Jod cran
tation, be ddivered to EGPC as representative of the . o . . T )
GOVERNMENT v L e o 2 il L sy gl

d) Origmal: of records can only be exported with the 23 A e £ e V] e Tyl i 502 Y ()
permission of EGPC; provided, however, that mag- | { , .1 L all bl il ey :'E’\"Li ;ﬂ
nefic tapes and any other data which must be proces- G A S f%u B
sed or analysed outside the ARE. may “be | 1 il joe 4 ({’rc) zol ‘15:@}‘ 1 sle] ¢

exported if a monitor or 2 comparable record, if ey (s . S el 4
available, is maintained in the A.R.E. and porvided (f',f!:) 3 o B Joe *’]J"YL: b1y

that such exports shall be repatriated to AR.E. on "rI JL':‘L(&{C) Jl Sholalleds Sbe ot b2y
the understanding that they helong to EGPC. gl de

¢) During the period CONTRACTOR is conducting the i o)) b lr'L;-{ 3y . ! u-j1 sl s ( 5 )
exploration opgerations, CONTRACTOR shall permit T T Ve
EGPC through EGPC’s duly authorized representa- *5“‘" JF Al "‘J"t ug I e AL gl el
tives or employees to have full and complete access | iy e T A Llog e crapall
to the Area at all reasonable times with the right 10 . - ) : - .
observe the aperations being conducted and w h?spcct ‘_,4;._,“,__..,1;._\ Sl bug g f'*l"*"’# ot :L*"H\
all assets, records and data kept by CONTRACTOR. | ¢ D e Bee I SUL, 3 ) L0 N1 6K

EGPC’s representative, in exercising its rights under UL Wl G,k el 4l L:IJMM I
the preceding sentence of this paragraph (e), shall not | 5 3yt J RPN

interfere with CONTRACTOR’s operations. CON- | -0 SULEF Gkl caz (a ) adloda 0 30 LIV LA 3
TRACTOR shall provide EGPC with copies of any Sl '4,.1::,) *-'-‘"":':“G"«.'r' L 2241 41 0 ¢ Ad
and all data {including, but not limited to, geclogical o
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and geophysical reports, logs and well surveys), infor- Aoy A8y L’-‘J sl W e 3 i
mation and interpretation of such data and other | 4ald ;J\_,:_.i:ll_, Cilaylall 7 2S5 (1 ety ;LY
mformation in CONTRACTOR’s possession. Al s Jolaklgalis g 4003 85 _;L'l ola glas Ll _,f sk
such data and information shall be striotly confiden- Al Lf::“" ‘}lja;.b-wai‘ i, ,.r'-t-'_‘-'-""*-'—*t‘ el b i

tial and shall not be divulged by EGPC except to | - -~ _ , .
affiliated companies, or by the GOVERNMENT, | @l 0sb L8 2 ¥y o U Wbl o0

without the consent of CONTRACTOR while this | ;¢ 46 ¢ &l ey ¢ Yl oaa Gl e Jigk Jlald

Agreement remains in foroe. However, for the pur . I o . P
o o gl Al Oleisedo | gt s 5 10 SN
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respect to the Area adjacent to the Area of such
coaadd
new offer, S
l
ARTICLE XV (3% il
RESPONSIBILITY FOR DAMAGES oW e ade

CONTRACTOR Shall entirely and solely be responsi- F w3l it e 3 WSV WA pdh ooy Jylal) Jes
ble in law towards third parties for any damage caused | i ) ) o o
by CONTRACTOR’s exploration operations and shall ey ¢ Jylal A, {2 AMemd DU i sas ) b g
indemnify the GOVERNMENT and/or EGPC against att | -\ . . - o Se ol s LE AL, e S
damages for which they mav be held liable on accour hat ol L‘Ch - =2 _ JS:L -
of any such operatioos. ’ RPGA U F | I TR U
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GOVERNMENT and/or EGPC shall give notice tD.\

GCONTRACTOR of any claim or occurrence in respect

of which they propose to invoke the provisions of
mndemnity and shall give CONTRACTQR the oppor-
tunity to investigate, repudiate or otherwise deal with
any matters that may cause from such a claim.

ARTICLE XVI]
PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly anthorized representatives of the GOVERNXMENT
shall have access to the Area covered by this Agreement
and to the operations conducted thereon. Such represen-
tatves may exarmine the books, registers and records of
EGPC, CONTRACTOR and Operating Corwany and
mzke 2 reasonable number of surveys, drawings and tests
for the purpose of enforcing this Agreement. They shall,
for this purpose, be entitled to make reasonable use of
the machinery and instruments of CONTRACTOR or
Operating Company on the condition that no danger or
impcdiment to the operations hereunder shall arise directly
or indirectly from such use, The GOVERNMENT shall
indemnify and reimburse CONTRACTOR or Operating

Company for gnv loss or damage which may m fact result |

from any snch use of said machinery and instruments. Such
representatives shall be given reasonable assistanee by the
agents and employees of CONTRACTOR or operating
company so that none of their activities shall endanger or
hinder the safety or efficiency of the operations. CONT-
RACTOR or Operating company shall offer such represe-
ntatives all privileges and facilitics accorded to its own
employees tn the field and shall provide them, free of
charge, the use of reasonable office space and of adequately
fumished housing while they are in the field for the
purpos of facilitating the abiectives of this Article.  Any
and all information obtained bv the GOVERNMENT or
its representatives under thiz Article XVT shall be kent
confidential with respect to the Area and shall not be
disclosed during the terms of this Agreement without the

prior written consent of EGPC and CONTRACTOR.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING
OF ARAB REPUBLIC OF EGPC PERSONNEL
(@' Tt is the desire of EGPC and CONTRACTOR that

operations hercunder be conducted in 2 business-like
and efficient manner.

(1} The expatriate administrative, professional and
technical personnel employed by  CONTRAC.

TOR or Operating Company and the personne)
of its contractors for the conduct of the operations

hereunder, shall be eranted a residence as pro-
vided for in law No. 89 of 1960 as now amended

)
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and the work permit for aljens as provided for
in the Ministerial Order No. 9 of 1963 as now
amended without prejudice to the A.R.E. laws
and regulations relating to public policy or public
security.

A minimum of twenty-five (25) percent of
the combined salaries and wages of the
the expatriate administrative, professional and
technical personnel employed by CONTRAC-
TOR or Operating Company shall be paid mon-
thly in Egyptian Currency. On final repatriation
such personnel shall have the right to remut
abroad m U.S. Dollars or other curfencies the
unused portion of Egyptian Currency in excess
of twenty-five (25) percent of such personnel’s
salary.

(2)
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(5) CONTRACTOR and Operating Company shall each

select its employees and determine the number thereof,
to be used for operations hereunder. |

34 5 4cih o UL 2 ST JA e N (<)
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e} CONTRACTOR shall, after cnrfsuiltatinn -v.:ith ¢, dodio s aWMa ) ¢ AL e AT yllh e ()
EGPC, prepare and carrv out specialized training | S '-l e db A d daeie N
programs for all its ARE. employees engaged in GH(E ) o el B e o
operations hereunder with respect to applicable | ¢ |3 s, Y s Fae s Sl Oy 43
aspects of the petrolenm industry. N T AP (L i a0l
CONTRACTOR “and Operating Company will un- I Jaia ob cllab Wl § ety Jaa g,
dertake to replace gradually their non-executive ex- T L e L.fi ‘
patriate staffs by qualified nationals as they are avai- | cApicnen, At e il “:“‘L'J‘, e
Jable. b gdey LS
(d) Durning the period when CONTRACTOR is conduc- RN TR R A 1= et
. . . 2 alael J L s ¢ et U JLLEN S
tmg E:{p_lﬂratmn, CONTRACTQR snall ;ﬁvt mutniAa- lu“ h ‘i"‘": C‘“— ‘_:? ‘* ) .J. f- ( - )
lly agreed numbers of EGPC emplovees ooportunitv t‘_r g SN, Haad el g e
to attend and participate in CONTRACTORs and | 15 Al J a5, G s B
CONTRACTOR s affiliate training programs rela- | ’ ) i_']‘J: . o
tng to exploration and development operations, - Adlly el Sl
ARTICLE XVIII (o2 w bty
LAWS AND REGUTLATIONS £1 0y ot
L_ -
(a) CONTRACTOR and Operating Companv shall he

bound by Law No. 66 of 1953 as amended by Law
No. 86 of 1956 and the regulation issued for the
implementation therenf. indudine the regulations for
the safe and efficient performance of operations car-
ried out for the execution of this Agreement and for

the conservation of the petroleum resources of the
AR.E., provided that no remulations, modifications

or interpretation thereof shall be contrary to or incon-
sistent with the provistons of this Agreement,
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(b) EGPC and CONTRACTOR shall be exempted from

()

all taxes, except as provided in Article TTI paragraph
(f) for income taxes, with respect to the extracting
producing, exporting or transporting of Petroleum

hereunder. CONTRACTOR shall also be exempted {

from any tax oun capital.

The rights and obligations of EGPC and CONTRA-
CTOR under, and for the effactive term of this Agre-
ement, shall be governed by and n accordance with
the provisions of this Agreement and can only be alte-
red or amended by the mutual agreement of the said

CONtracting partics.

The contractors and sub-contractors of CONTRAC- |

TOR and Operating Company shall be subject to
the provisions of this Agreement which affect them,

they shall also be bound by all regulations which are
duly issued by the GOVERNMENT from time to

ume.

ARTICLE XIX
RIGHT OF REQUISITION

In case naoonal emergency due to war or imminent
expectation of war or intemal causes, the GOVERN-
MENT may requisiuon all or a part of production
from thet Area obtained hereunder and

(_}pcrating Company t0 increase such production 1w
The GOVERI:

require

the utmost possible maximum,

MENT may also requisition the oil field itself and, |
- if necessary, related facilities,

In all the cases, such requisition shall not be eftected
except after inviting EGPC and CONTRACTOR
or their representative by registered letter, with ack-
nowledgement of receipt, to express thewr view with
respect to such requisition.

The requisition of production shall be effected by Mi-
rusterial Order.  Any requisition of the oil field
itscf, or any related facihies shall be cffected by a
Presidential Decree duly notified to EGPC and CON-

TRACTOR.

In the everd of any requsttion as provided above,
the GOVERNMENT shall imdemnify i full EGPC
and CONTRACTOR for the period during which
the requisition is maintained, includang -

1

All damages which result from such requisiton.
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2) Full payment each month for all Petroleum ex- | 42 e Lo Jf At 4 sl (y
tracted by the GOVERNMENT less the rovalty | o 308¥1 0 Loer o L o2 Jar o L‘,&Li

share of such production.,

. Y L



MYy 4 plorr B (1) G v e aadl Ll s

vy

wever, any damage resulting from enemy attack

not within the meaning of this sub-paragraph (d).

vment hereunder shall be made to CONTRAC:
JR in U.S. Dollars remyttable abroad. The pnice [
id to CONTRACTOR for Petroleum taken shall
caladated ja acoordance with Article VII para- I

-aph (c).
ARTICLE XX

ASSIGNMENT

ither EGPC or CONTRACTOR shall be entitled |

» assign its rights, privileges, duties and obligations
.mder this Agreement, provided that :

The assignor shall remam jointly and severally
liable with the assignee for the performance of
the obligations and duties of the assignor here-
under.

»y The GOVERNMENT approval to the assign-
ment shall be first obtained.

3) The instrument of assignment must include pro
visions stating precisely that the assignee 1s
bound by all terms and provisions contained 1n
this Agreement and any mddification or addi-

tions in writing that up to such time may have
been made. A draft of such instrument of as-
signment shall be submitted to the GOVERN-
MENT for review and approval before being

formally e¢xceuted

4) The obligations of the asignor anising from  this
Agreement must have boeen duly fultiled as on
the date such request is mada or assignor and
assignee jointly and severally guarantee fulfi-
ment of any unhulfilled obligavons of assignor
in accordance with the terms of this Agreement.

Any assignment made pursuant to the provisions of
this Article shall be free of any transfer or related

taxes, charges or foes.

Notwithstanding the foregoing provisions of this Arti-
cle XX, cither EGPC or CONTRACT OR shall be

free to assign its rights, privileges, duties and obliga-

tions under this Agreement to an affiliated company;
and provided, further that the assignee shall be as
qualificd as the assignor with respect to its technical
and financial competence and excepting assignments
o assignees wholly owned by CONTRACTOR (or
any of the compames comprising CONTRACTOR)
GOVERNMENT approval to the assignment shal!
be first obtained, provided always that the assignor
and assignee shall be jointly and severally liable.
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ARTICLE XXI 4 (& Ay 2o aalaty
I ,
BREACH OF AGREEMENT AND POWER A 1&1'%’ @MYL S5
' | TO CANCEL '

a) The GOVERNMENT shall have the right to cancel | b Jold} J] 3-0b 43V odn ol 5 5113 K28 ()
this Agreement by Order or Presidential Decree, with . Lo ) ]
respect to CONTRACTOR, in the {following R LT [ R PP R W ST 5}
INStances : ' . -

1) If it knowingly has submitied any false statc- | A~ 8 bl 31 LU ] o e i 3] (1)
ments to the GOVERNMENT which were of . sleant ® , P
a material consideration for the execution of this LHEN ol /) 3 g e el UL OF)
Agreement ; .
2) If it assgns any mterest hereunder contrary to | r op 2 Ulas o oo bl (v)
the provisions of Article XX hereof ; . quf‘..ll ;;L,L\J;JJU]‘.&)H W i b Gl
Py PEPS
3) 1If it is adjudicated bankiupt by a court of com- | 1, La% iKe oo 9l Fﬁ .L..j,[ e 13 (v)
petent jurisdiction ; ] '
. hh
%} 1f it does not comply with any final decision re- | Ll aY dnd a0 JI Al diy g0 (¢)
ached as the result of court proceedings conduc- | | o - e 1w L aup .
ted under Artide XXI111 paragraph (a) here- o p=olly 2l 5L (1) 2ol 8-V, s islad
under , . i:il.&?"ﬂ ala Ve
5) Ifit _iﬁmﬁmauy extracts any minaral other than | (ohe 314 KL PR Oy 1_15@5.,.;,1 13 (o)
Petroleum not authorized by this Agreement o e st - el
without the authority of the GOVERNMENT [ 5l ZIoy i) sda & meid Y Lo Jy 2) -
except such extraction as may be unavoidable [ o ALl - T
as the result of operations conducted hereunder W> ot Bl Sl G wrlidos ‘-’g - yl
in accordance with accepted petrojeun industry | i 3y ¢ Joall dsko 3 7.l Jaeo' M L, 3lir
practice and which shall be notified to the R o )
GOVERNMENT or its representative as soon is LM L £ dlEe Sl ot Y
possible; and 4 T G it
6) If it commits any material breach of this Agree- | | .Y" YL pe Wi L1113 (‘)

b}

nreant or the provission of law no. 66 of 1953, as
amended by law no. 86 of 1956, which do not

expressly contradict with the provisions of this

Agreement.

Such cancellation shall take place without pre-
judice to any nights which may have accrued to the
GOVERNMENT agamst CONTRACTOR mn accor-
dance with the provisions of this Agreement; and,
i the event of such cancellation CONTRACTOR
shall have the night to remove from the Area all its

_ipcmnal property.

If tho GOVERNMENT deems that one of the afore-
said causes {other than a force majeure cause refer-

red to mn Article XXII hereof) exists to cancel this
Agreement, the COVERNMENT shall give CONT-
RACTOR nimety (30} days written notice personally

served on CONTRACTOR General Manager in the |

legally official manner and receipt of which is acknow-
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ledged by him or by his legal agents, to remedy and
remove such cause, but if for any reason such service
is impossible due to unnotitied change of address,
publication in the Official Journal of the GOVERN-
MENT of such notioe shall be considered as validly
served upon CONTRACTOR. If at the end of the
said ninety (90) days notioc period such cause has
not been remedied and removed, this Agreement may
be cancelled forthwith by Order or Presedential De-
cree as aforesaid. provided, however, that if such
cause, or the failure to remedy or remove such cause,
results from any act or omission of one party, can-
cellation of this Agreement shall be effective only as
against that party and not as against the other
party hereto.

o) CONTRACTOR shall be allowed to reinove their

b)

belongings from the Area of any lecze cancelled here-
under after setting all claims due to the GOVERI-

MENT,

ARTICLE NXII
FORGE MAJEURE

The non-performance or delay i performance by

EGPC and CONTRACTOR, or cither of them, of
any obligation under this Agreement shall be ex-
cused if, and to the cxtent that, such noa-performa-
nce or delay is caused by force majeure. The period
of amy 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 pertorma:
nce of such obligation and for the performance of
any obligation dependent thereon and conseguentiy
t0 the term of this Agreemet, but only with respect
to the block or blocks affected.

“Force Majeure”, within the meaning of this Article
X XII, shall be any order, regulation or direction of

the GOVERNMENT of the ARAB REPUBLIC OF

EGYPT (or the GOVERNMENT of Italy with re-
spect to CONTRACT OR) whether promulgated m

the form of a law or otherwise, or any act of God, 1n-

surection, riot, war, strike, and other labor disturba- |

nces, fires, floods or any other cause not due to the

fault or negligence of EGPC or CONTRACTOR or

either of them, whether or not similar to the fore-

- poing, provided that any such cause is beyond the
reasonable control of EGPC and CONTRACTOR,

or either of them.
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Without prejudice to the above and except as may |
GOVERN- !

be otherwise provided for hercin, the
MENT shall incur no responsibility what scever to
EGPC and CONTRACTOR, or either of them for
any darnages, restrictions or loss arising in conscque-
nce of such case of force majeure, except a force ma-
jeure caused by the order, regulations or direction of
the GOVERNMENT of the ARAB REPUBLIC
OF EGYPT.

If the force majeure event occurs during the injtial
exploration period or any extension thercof and con-
tinues in cffect for a period of two (2) years, CON-
TRACTOR shall have the option upon ninety (90)
days prior written notice to EGPC to terminate its
obligations hereunder without further Iibility of any
kind and if stili in force, the Guaranty contatned in
Amnex “C” hereto shall be automatically cancelled

and EGPC shall so notify the Bank 1o release the .

Guaranty.

ARTICLE XXIII
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT
and the parties hereto with respect o the nterpr
tation, application or execution of this Agreement,
shall be referred to the jurisdiction of the appropriate
ARE. Courts and shall be fally settled by such
courts, | "

Any- dispute arising between CONTRACTOR and

Agreement
The arbitra-

EGPC in connection with the present
shall be finally settled by arbitration.

_——

tion shall be held in Stockholm, Sweden, and con- 5

ducted n accordance with the Rules of conciliation
and Arbitration of the Intermational Chamber of
Commerce.

In the event of no provisions being made in these
Rules in certain cases, the Arbitration shall establish

their own procedures,

The Aarbitration shall be initiated by either party
giving notice to the other party that it elects to
refer the dispute to arbitration and that such party
(heremafter referred to as the “First Partv”’) has
appointed an Arbitrator who shali be identified in
sald notice. The other party (hereinafier referred
to as the “Seccond Party’), within fifteen (15) davs,
shall notify First Party in writing identifying the
Arbitrator that it has selected.

[f the Second Party does not appoint its Arbitrawor as

atoresiad, the First Party shall have the ight wo
apply to the Court of Arbitration of the International

Chamber of Commerce to appoint a second arbitra-

|

Geli e de i J Ly o 575 G be IV eke ()

350 b Ups BT L U Jof Y Y ks eds

J_,.:i_,t Jif.b'f‘-g'i‘_}p L@;;TJI Jalall, 2l il

GJ S12808 il @) Y e WU ok 5 59 3l

Y ) L L 3K Al gl e e L
.L_H,.Ji_r.m;:_,ﬁr:i‘ﬁcfbabltfj)i

bl ol T medls 5 T a5, s ) ()
3 LU el o S (r) S L8 o e, U
Bl QUG PRI P | PR PRI N i Bt
ol 0p0 dl ] dooy by (40 ) pad Grms 1S
s 087 Ly ey sl el Ypaal s
ool i Gl ad (o ) el oyt 4l ol o)
Oleall Iy el b 2d) 05y . Ll Lz nads

|: O ally il Sul 1 )

sda =D Gy L:.i_:jaﬁ_, L_:S:.:i-‘ oL L‘.‘..i.i f-”' :_f'[ (\)

-

pae b S G e T T ik Y ity
ety U ad ey o 0 el VNG5 Lasd 1 3

FI:QI sl

she Gl o0 2y J )W g A #l sV G L s (~)
a4 gt 3 ::i';.:ﬂ fasdie '(F.JIL:,J' LAY
R R P T- LBV PP e
CNB el aslydli e G el symy e o 3
. iiiC:..:!i Solel = L';_,:.J‘l dc) b 2o 38 O3 3k g:i_;éh s
ol ¥ el st Koully iy O i Lt 0 Y ()
Ikt ) ol by Sg) e G iy
s s et 5750 1 e i (Wi ey 3,
OHGH Gkl b s ol e ) 279 3 b s
by (Vo) 2 Aar e 3 LS U,V ke

Lad aalst g S8

Ghe o5 il 42 Je S o JUI kb a1 ()
"-‘{JL.":'" Hﬁ"’!(:g"jl K2 ) Lﬂ"{'-u: 5l c..‘_jtiul._.i_,-la-u‘_‘,% |
e ke of (e S ey L OF K ad U8



k)

vy 4 plovy 4 (H‘) JE O3 FUFSWINE

Lo "

]?

tor. The two arbitrators shall, within thirty (30) days, I
select, a third Arbitrator, failing which the third Arb-
itrator shall be appointed by the Court of Arbtra-
nen of the Intemational Chember of Commeroe at
the request of erther party.

The third Arbitrator must be a citizen of aﬂcnuntr}'
other than the AR.E. or Italy and a country which |

has diplomatic relations with both the A.R.E. and |
ftaly and shall have no economic interest in the oil |

business of the AR.E. or ltaly nor the signatones
hereto.

Y

The parucs shall extend to the Arbnration Board
all facilities {including access to the petroleum apera-
tions) for obtaming any information required for the
proper determination of the dispute.  The absence
or default of any partv to the arbitration shall nor
be permitted to prevent or hinder the arbitration |
procedure n any or all of 1ts stages.

Pending the decision or award, the operations or
activities which have givene rise to the arbitranon
need not be discontinued. In the event the decision
or award recognizes that the complaint was justified,
provision may be made therein for suchy repartion as
may approprately be made in  favour of the com

plainant.

Judgement in the award rendered may be entered
in any Court having jurisdiction and application may {
be made in such Court for a judicial acceprance o
the award and an order of enforcement, as the case

may be. o

The parties desire that, wherever appropriate, decis- F
ions and awards shall specify 2 time for comphance |
therewith.

The provisions of this Agreement relating to arbitra-
tion shall continue in force nﬂtmthstandmg the term-

inations of this Agrecment.

PRINCIPLES OF GOODWILL - The signatories
base their relations with respect to  this Agreement
on the principles of goodwill and good faith.

Taking into account their different nationalities,
this Agreement for such arbitration shall be given
effect and shall be enterpreted and applied in Con-
formity with principles of law common to the A R.E.
and Ttaly and in the absence of such common prin-
ciples then in conformity with the principles of law
normally recognized by civilized nations in general,
including those which have been applied by Interna-

tional Trbunals l

BN

e dam il 3 Wil ¢ by (1) o0 J%- 1L

il sl ool s Dl 2kl B a0k S
RULTE TP

(¢ g) 2 dp bl o SAFHOROle (4
o el ok Yyl od 385 Ol Ui
2T R OSW ban g Ul (£ ep ) o
Ul ! (¢ ¢ _E)L;JJ;_J!JL.CI L;g.:u:sttu..
ClaY sas el LY gl ]

sle ) ol ulffﬂ" "L-ﬂ"]'*-lmd u*-’.;‘u&"w( )
__,L,L., U s A OS] dglh 25

L& ok JL “—*-**YJ rL‘Jl ‘*"‘JH'_L' 1'-*""."‘“"[1“‘“’"—'
J:h‘; = Jl S _,,tJJ: Na -J;Ldt AZ |

L

,.Jg.ifd,*uwdd Dl 3 Skl o
5§ ‘_';}_J- ;.(:h:‘ll.,:ubﬁhgll*-‘:ﬁ-lllnt JTQ‘L}JM_,&JI\;(J} |
un-"\l*i&""j“!.:“. ?':"j] _;il_r.i'}j-l-? -.dL- ,_:-‘,_j S?"’il“]\"’_j
Ll t’L;_‘ P v T ol e il ol 4803

‘H._’?Ylw]b—"\-ﬂ}

LM‘IMF#E;-"}i 'l'EJ,ﬂJL .U—L}]d‘_};g"y‘l,_,pj I’.L-L't
o 3 O W Walacic

Jaadl! J.JL Y sdny ;-‘:aJL LeliN o gl e {6

'L,-'IJ wala i Lzl % ,,c}“ J

MPHJSFMMIJ?,#HM& — e el ()
il ey ) e el S DLW A

Q‘Mqhummhdkﬁﬂu ey il

WSSt gL e paiaiy b s Laliylods 2kl
RSP Ryep ER PR LA G RN B o
Lo achl et 3 ke M U A ootd Wy g2 @bl

- . ‘(Lﬂ Wil a5 el 25 3 e s



38

A

ARTICLE XXIV

STATUS OF PARTIES

The rights, duties, obligations and liabilities in re:-
pect of EGPC and CONTRACTOR hereunder sha'l

be several and not joint or collective, it being under-
stood that this Agreement shall not be construed as
censtituing an association or corporation or partner-

ship.

INTERNATIONAL EGYPTIAN OIL COMPANY
shall be subject to the faws of PANAMA regarding
its legal status or creation, orgamzation, charter and
by-laws, shareholding and ownership.

CONTRACTOR’s shares of capital which are
entirely held aboard shall not be negotiable in the
A.R.E. and shall not be offered puhlic suhscription,
nor shall they be subject to the stamp rax on capitl
shares nor any tax or duty in the A.RE. CCONTRA.
CTOR shall be exempted from the applicai™m  of
law no. 26 of 1954 as amended and from 'aw po 9
of 1964

ARTICLE XXV

[LOCAL CONTRACTORS AND LOCATY
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the cnse

may be, and their contractors shall -

1) Give priority to local contractors as long 1< thes
prices and performance are comparable' with interaa-

CONTRACTOR

and Operating Company shall, however. subject o
the preceding sentences, be exempted from rhe

tiohal prices and performance.

provisions of Presidential Decree no. 1968 «f 1974
as amended. |

Give preference to locally manufactures material,
¢quipment, machinery and consumables so long as
their quality and time of delivery are comparable to
- internationally  available materials, cquipment,
machinery and consumables. However, such ma.
tenial, equipment, machinery and consumables may
be imported for operations conducted hereunder if

the local price of such items at CONTRACTOR's or
Operating Company’s operating base in ARFE, i
more than ten {10} percent higher than the price of
such mmported items "before customs  duties. i

after Transportation and insurance coste have hecn

added.
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ARTICLE XXVI
ARABIC TEXT

Arabic version of this Agreement shall, before the
5 of AR.E. be referred  to in construing or interpr-
this Agreement ; provided, however, that in any
ation pursuant to Article XXIII hereabove hetween
» and CONTRACTQR the Arabic and the English

~ms shall be used to construe or Interpret the
—TTen.

ARTICLE XXVII

GAS

(Gas is produced or is capable of being produced |

the Area, EGPC and CONTRACTOR shaii study
xssible economic alternatives for its use and decide on

-west alternative for EGPC and CONTRACTOR q

Y The cost

in the field of

a0ing non-associated gas shall be recovered in accord-
with the Cost Recovery principles of Article VII.

and expenses

uction Sharing principles of Article VII shall apply
1e value of assoctated  and non-associated  gas if sold

-xport and not used in operations, Hared or re-
ted,

1
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However, any Gas not exported outside ARXE [in a 19)&-“ Sl g e b J‘ ol J‘ uUL‘ uﬁ‘t S (f: -

-d or sohd state, or not used in opecrations, inside the
. (including re-injection), shall remain completly the
gerty of State and may be uttlized by EGPC and
UC shall not be liable for payment to CONFRACT -

ol any costs or expenses respecting any Past operations

SONTRACTOR related to such Gas. Under .o
umstances will CONTRACTOR be responsible for or

- any cost and expenses incurred for utihizagon of Gas
| internally in the AR E.

ARTICLE XXVITI
GENERAL

" The headings or titles to each of the Arucle to this
—eement are solely for theconvenience of the parties
-eto and shall not be used with respect to the inter-

~=tation or constrution of said Arucles

Koy gl K P 3 (i ole] 23 3 e ) Aabeld o
IS Wl Ll B ol Lk 8 0S5, RIS ST,
S s LS 5l e B Qe UL A gl Dl e 5
I8 Wl J:'E_ﬁ Jpr P o S sb Y sl 05 Y
3 Jendl U el (3l 8 i} by e
(g-e-c)

(O 2l BaldlanUl)

Sl oF

i ALY s alye ok 3 By G el i
shotledn o sb gl ekt A ga 3 Jond Y, Ll L



4(}

Y e ple vy S (F) 0 W sadt L B A

ARTICLE XXIX

APPROVAL OF THE AR.E. GOVERNMENT

T'his Agreement shall not be binding upon anv of the

partics hereto unless and until a law issued by the com |

petent authorities of the A R.E. authorizing the Minister
of Petroleum to sign said Agreement and giving this
Agreement full force and effect of law notwithstauding
any counlervailing govermmental enactment, and the

Agreement is signed by the GOVERNMENT, EGPC and
CONTRACTOR.

ARAB REPUBLIC OF EGYPT
BY :

EGYPTIAN GENERAL PETROLEUM
CORPORATION
BY . ..

INTERNATIONAL EGYPTIAN OIL COMPANY
BY : __

-——
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ANNEX A ( ( ) sl
ARE — EGPC — IEOC NP
PETROLEUM CONCESSION e &
AGREEMENT - , o e |
IN MAIN BLOCKS 5 & 6 (e N cnaVadl 3 350058720, debly SO
OFFSHORE WEST SINAI AREA Amy gy e il b iy g 0
AT PORT SAID - A
~nex "B” is an illustrative map of the scale 1:1,000,000 | y,=»+ ++» A L‘-‘ Loy iy 0 g (o Yo=itd

-ding the Area covered and affected bv this Agrec CAEEY e 6, L T L Ll

. _ e et .
s Area measures approximately 2400 Km® and is | 5 o 05N 2 LA R/ vi .o Akl e 3L s

n0sed of =il or part of 24 Exploration Blocks, #ach Cu“ S ol Dol o tolad ( Y{ )n.'{;*:".i _“*".JTC:* e ol
} mlf'llllrﬁ Longitude, approximately one hunclred N Vo T.r RN LT R P B ol b phst e
Kmy' of surface area, more or less. B

s Area s bounded by a group of straight lines. [ PSS PR N A N R O PG V-S IR (BN y

be noted that the delineation of the individual X [r _ ¢ ] . | . -
aon blocks in Annex “B” are intended 1o be onty ilus- | % SEO] i*f e ( = ) sl 3 o lothi s L;!
1ve and do not show accurately their true position in il lelld] s Ci_,.. WAl 4=y e o, Aoy b yba

10N in existing monuments and:geoeraphical features. k! il ad) rlb-l\_,_ﬁf-‘;sﬂ
cordinatey of the comer pomte of the Area are given Uk LS L D5 et GV yak) 35,4,
<he fullowing table - ._ : - T
0 | . | =7 .
~olnt Latityde Longitude | U v - ., . - . . - -t ..
. | N E _' dlu‘.’.— --h_r.-d_,.!n.n:- ‘)[Luap,ﬁ.]a?- H_Jdu,
l‘ 117 36" 00" I 12’ 54° 090" South to point 2 ez I L o] & ’ .. ':'1-1 {!"1 ‘.
- e vl | y i YY 0f o }
— o _ B R . N
2 g 12° 00° ; 32° 54 Q0" | west to point ] pabzll 4L 5 Yy ey e vy Gy L Y
I
| T o AT Y
30 | W2 09" | 32°18 217 | North to point 1 el UV ry A vy [y vy . v
I - o
T F - T ¢ » \ ln \ r"' oA i
I |- ' . ;F_} . F% “ve %oa
5 3113 58" ¢ 32 18" 30" | Worth to point 6 Wt IV ey YA e '
—_— e m . ! . — ! East Iq m;nt - ! - " }__ ,_I__,_li .._-... ) 5 , ”
6 [ 319367007 | 32°18" 50" | which is the point V. d;f vy WA el TV YR e
! g of the beginning . '*:L"f" daa 2 . N
B The sfaresaid description of the Area 1s mtended to IRV ¥

specifically exclude theSuez Canal water way. - |
i e A 4 Aeek e 3,1 ik i

T | . s..-'f'"i-"-u ’
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ANNEX “C”

LETTER OF GUARANTY
, 197

Cailro

~ ITER OF GUARANTY No.

YPTIAN GENERAL PETROLEUM CORPORA-
~—ION

Titlemen,

" The Undersigned, National Bank of Egypt, as Guarantor,
~eby guarantees to the Egyptian General Petroleum
:poration (hereinafter referred to as EGPC) to the
it of Ten Million (10,000,000) Dollars U.S. currency
performnance by INTERNATIONAL EGYPTIAN
T. COMPANY (hereinafter referred to as CONTRA-
"TOR)} of irs obligations required for exploration opera-
s to spead a minimum of Ten Million (10,000,000}
S. Dollars duning the mittal Three {3) years of the exp-
-ation period under Article IV of that certain Conces-
- Agrerment ‘hereinafter referred to as the “Agree-
. =nt”} covering that Area described in Annexes “A” and
- 77 of said Agreement, by and between the Arab Republic
- Egypt (kereinafter referred to as “"A R.E.”), EGPC and

")\TTRACTOR dated.

- Tt is understood that this Guaranty and the lahtlltv ot

= Cuarantor hereunder shall be reduced quarterlv dur-
> the period of expenditure of said Ten Millien
1.000.0000 U.S Dollars by the amount of moneyv ex-
nded by CONTRACTOR for such exploration during
ch such quarter, Each such reduction shall be estab-

‘hed by the joint written statement of EGPC and CON-
"RACTOR.

Tn the event of a claim by EGPC of non-perfsmance
- surrender of the Agreement on the part of CONTRA-

TTOR. prior to the fulfillment of said minimum «.:pen-
iture obligation under anticle I'V of this Agreement there

1all be no liability on the undersigned Guarantor for pay-
qent to EGPC unless and unti such hability has been
-stablished by written statement of EGPC setting ferth the
mount due under the Agreement.

It is a further condition of this Letter of (uaranty

—nat
1} This letter of Guaranty will become available only

provided that the Guarantor will have been infor-
med in writing by CONTRACTOR and EGPC that
the Agreement between CONTRACTOR, A.R.E.
-nd EGPC has hecome effective according to its
terms. and said Guaranty shall become effective on
the Effective Date of said Agreement.
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7) This Letter of Guaranty shall, in any cvent, autoni-
tically expire :
a) Three (3) years and six (6) months after the date
11 becomes effective, or

b) acsuch time as the total of the amounts shown on
uarterly joint statements of EGPC and CON-
TRACTOR equals or exceeds the amount of
said minimum expenditure obligation * whichever
15 earlier.

3) Consequently, any claim in respect thereof should
be inade to the Guarantor prior to edther of said
expiration date at  the latest accompanted by
EGPC’s written statement, setting forth the amount
of under expenditure by CONTRACTOR 1 the

cffect that -

2} CONTRACTOR has failed to perform is ex-
penditure obligations referred to in this Guar-
anty, and

)} CONTRACTOR has failed to pay the expendi-
ture defficiency to EGPC.

Ve declare that on issumng this Guarant‘v we did not
e\ cc'(l the limit of toral yuarantes which we are entitled

10 1ssue as por Mmistry of Economy's letter no.
dated , 197

Please return to us this Letter of Guaranty in the event
become effective, or upon the expiry date

Yours faithfully,

For the National Bank of Egvpt

Accountant Minager
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ANNEX ‘D"
CHARTER OF
PORT SAID PETROLEUM COMPANY

ARTICLE 1

A joini stock company having the nationality of the j
~RAB REPUBLIC OF EGYPT shall be formed with the
:uthorization of the GOVERNMENT in accordance with ;

he provisions of the Agreement referred to below and of
“his Charter.

T'he company shall be subject 1o all laws and regula-

z1oas in force in the A. R. E., to the extent that suck laws !

and regilation are not mcanmstcnt with the provision of -
J

this Charter and the Agreement referred to below

ARTICLE II

The name of the Company 1s "PORT SAID Petrnlenm |

Company'’ abbreviated as “PORT SAID".

ARTICLE 111
The Head Offioe of PORT SAID shall be in the A.R.E.

n Cairo.

ARTICLE IV

The il;bjtct of PORT SAID is to act as the agency

through which EGPC and INTERNATIONAL EGYP-

TIAN OIL COMPANY (heremafter referred to
“CONTRACTOR™) carry out and conduct the Deve
lopment Operations required in accordance with the pro-

visions of the Agreement signed on the day of
197 by and between the ARAB

REPUBLIC OF EGYPT the EGYPTIAN GENFRAL
PETROLEUM CORPORATION and CONTRACTOR

covering Petroleum operations in OFFSHORE WEST
SINAT ARFEA desaribed therein.

PORT SAID shall also be the agency 10 carry vut and |

conduct exploration operations after the date of Commer-
cial Discovery pursuant to Contractor’s work Program and
Budget approved in accordance with the Agreement

PORT SAID shall keep account of costs, expenses an
expenditures for such operations under t}"-t? terms of the

Agreement and Annex “E” thereto.
PORT SAID Eha.”. []Dt mgagf 111 H_n}? bUSiﬂf‘BS Or u_”dfr-
take anv activity bevond the performance of said opcra-

ti011Ss. .
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ARTICLE V

The authorized capital of PORT SAID iy twenty thou-

sancl pounds Egyptian (L.E. 20,000) divided into five
thousand (5000) shares of common stock with a value

nf four pounds Egyptian (L.E. 4) per share having equal
\.otmg nghts fully paid up and non-assessable.

EGli’C and CONTRACTOR shall each pay for. hold
and own, throughout the life of PORT SAID referred to
«bove vne half (1) of the capital siock of PORT SAID
provided that only in the event that eiher paity should
transfer or assign all its rights, title or interest in the

"

entirety of that Agreement, may such transferring or assig-
ning party transfer or assign any of the capital stock of
PORT SAID and, in that cvent, such transferring ur
assigning party {and its successors and assigns) must trans- |
ter and assigns a stock interest in PORT SAID equal to
the transferred or assigned percentage of ownership -
terest in the entirety of the Agreement referred to

ARTICLE VI.

PORT SAID shall not own auny nght, title,. unteresy,
or estate in or under the Agreement or in any developn-

ent lease created thereinder or in any of the petroleun
produced from any exploration block or developmern
lease area thereunder or in any of the asscts, equipment
or other property obtainned or used in conncction there-
with, and shall not be obligated as a principal for the
financing or performance of any of the duties or obliga-

tions of either EGPC or CONTRACTOR under the
Agreement, PORT SAID shall not make any profit from

any source whatever,

ARTICLE VII

PORT SAID shall be no more than an agent for
EGPC and CONTRCTOR. whenever it 1s mndicated
‘herein that FORT SAID shall decide take action or make
a proposal and the like, it is understood that such deasion
or judgement is the result of the decision or judgement of
CONTRACTOR, or EGPC and CONTRACTOR, a
may be required by the Agreement.

ARTICLE VIII

PORT SAID shall have a Board of Direotors consi-
sting of eight (8) members, four (4) of whom shall be
desgnated by EGPC and the other four (11 1 - CONTRA-

CTOR. The Chairman shall be designated h EGPC andd
<hall also be a Managing Director. CONTRACTOR shall

A=eii o8 J\_',EJE JT t_a;'i‘,ﬂ

,,CJ:_.-\\: . :-L..::.GT i.:.!l; -,:J" ;JJCC‘ ;J\JE

dessignate the General Manager who shall also be a
Managing Director. {
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ARTICLE IX

Meeting of the Board of Directors shall be valid if
a majority of the Directors are present and any decasion
taken at such meetings must have the affirmative vote of
six {6) or more of the Directors; provided, however, that

]

D

(1..'.-1:]1 sl )
u—-lﬁ‘-'Llﬂ“ 1:,11:-‘ Llj.h:- ‘.Sli.n:#' EJIJ'EH u,b_:- _;_,I.;-L:'_,_.] u_;:-
le 3y BV b 20Ky Skly
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any Direotcr may be represented and vote by proxy | ._}_-f_yL}b b € ko WU Uyeo bay 5T Ve iz 5] )t

held by another Director.

ARTICLE X
General meeting of the shareholders shail be vahd if a
majority of the capital stock of PORT SAID 15 represen-
ted thereat. Any decisions taken at such meetings must

have the affirmative vote of sharcholders owmng or repr-
escriting  a majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment of the
personnel of PORT SAID employed directly by PORT
SAID. and not assigned iiareto oy CONTRACGTOR

and EGPC. |
The Board shall, in due course, draw up the By-Laws ol

PORT SAID and such By-Laws shall be effective upon
being approved by a General Meeting of the Sharehold-

ers, in accordance with the provisions of Article X hereof. |

- ARTICLE XII

PORT SAID shall come into existence within thirty
(30) days after the date of Commercial Discovery as pro-
vided for in the Agreement.

The duration of PORT SAID shall be for a_p:riod
equal to the duration of the said Agreement, including any

renewal thereof.
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It shall be wound up and liquidated if the Agreement | -+ sY i Sl Gyl J—T ut’] 3l iy § 2 S

referred to above is terminated for any reason as provided
for therem.

EGYPTIAN GENERAL PETROLEUM
CORPORATION

BY :
II\TERNATIONAL EGYPTIAN OIL COMPANY

BY :
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ANNEX “E" (A ) (ol

ACCOUNTING PROCEDURE ' el ol
ARTICLE I G
GENERAL PROVISIONS Lo oG-

:}  Definitions: L Sl ( )

the definitions contained in Article 1 of the Conces: - AL S bl L i - .

sion Agreement of which this Annex is a part (here- ,-.:-B‘{ {l_::!*:!l St - s .;L}l 3il ol o
L;:aftﬁ (:ﬁ.l.lﬂd “the Agreement’) shall apply to this ( Cll e e Lr' \-c:i‘ J‘U‘"J) C s ¢ e L;"m L‘-—-—-"'M |
Accounting Procedure and have the same meaning. | _ u:’i\ EAERY bﬁ_j PRI RV

Z2) Statements of Activity: | R (f)
A} CONTRACTOR ur Operating Company, as | | s

the case may be, shall, pursuant to Article 1V | ¢ Sl o ¢ Lt 5t dsal ¢4 (1)
nt the Agreement, render to EGPC or to EGPC AP PO LI JT gl sl o s

and IEOC, as the case may be, withun Thirty { . e ST )
(30) days of the end of vach quarter a Statemert | (2 Sl sl ) N IR W
of Exploration Activity reflecting all charges | ki 22!, Ll 5,40l Gk ,,;--C‘" o RATE
and credits related to the Exploration operations | J 1] el A - - =
for that quarter summarized by appropnate g tandoad LG fIf ‘-""":'“*-*l:""'!
classifications indicative of the nature thereol. e S b Je Ja sl r.f)lli

B) Opcrating Cnmpa_.ny_ sk}a[i I'l-::ﬂdi:_'r to EGPC and AN e Jylal)y gl S UG et ';g’fﬂl o\is (u)
CONTRACTOR within thirty (30! days of the " o ioh Lien Ll e ALY
end of each month a Statement ¢f Development | % o Lt oty by ppee ‘-}5’ ":'_l'r S g 2 ('I')
Acuvity reflecting all charges and credrts related | 2 Lol Sl Lol @idl, wall 5,3l 4

to the Development operations for that month - b . ) g :

. - . . . . 1 -hf L — P -LL!.
summarized by appropriate classifications mdt- 1’" S Aazx Jd 1l S J}t
cative of the nature thereof except that items of *‘-ﬂ-ﬂ"; -ﬂ-'---_i-U J)—_i"; ‘—t_,-n.’- Cf:c_ ,Jﬂ:l}l\ 3y bl_,:b
controllable material and unusual charges and 3ol - .

: . 2 Mt 3y ) i Ju.}‘.b I
credits shall be detailed. " 7 R ":J

3) Adjustments and Audits : el Ay Ot (v)

Ay Each  Statement of Exploration Activity shall | .. i Ll e L s _
conclusively be presumed to be true and correct u"‘" - "LIL: Al iy . “‘:fdj’ A (1)
after three (3) months following the receipt | 130 Y ¢ §idl il . ] (v) #00 e LS

of each statement by EGPC unless within  the P PATIE ST ;r:‘(f' ) Figy’ < I PO L0 3 I PRI

sard three (3) months EGPC takes written excep- e o |
tion thereto pursuant o Article TV (f) of the . *:’l‘-"m L}*( :) ’ A3 ‘-fi,ﬁ UL S’L H! L.L‘f

Agreement. During sa'd three (3) months period | _ & . 1.~ . x . mage -
supporting documents will be available for e e O 8y A ez W D= g
inspection by EGPC during all working hours. | oy . Juahilbl 40 i, 51 3 Leasd degll is L. i
CONTRACTOR will have the same audit | . R L. Cm

rights on operating Company statements as | e J okl e B O Gy Lopdlh 3 adl o
EGPC under this sub-paragraph. . RV vl s "l 3 e ol
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(B) All statements of Activity for Development for any | i 4s & 4 sl o et Lo Ll gl H¥” ()
Calendar year shall conclusively be presumed to be lﬁ,, [ vs )u)..,_pj @J‘ A d....ut... PWIREE g Wsale
true and correct twenty-four (24} months following { h:J}hll _,l TN R il els *'Lr“‘”"
the end of any such year unless within the said twenty- TR
four (24)1110[1{1!5 pCf‘lod EGPC or CONTRACTOR ll U“L} 25 U e (ﬁ\)uﬂﬂji hl)m\ g \:m\
takes written exception thercto. Pending expiration | PRIV LS (v¢) O A )31 8 3
of said twenty-four (24) months EGPC or CONTR- | S,k Gl ghl S 281 o
ACTOR or both of them shall have the right to hufuu..,u cAaakly ey .,__,LL..,JE- i
audit Operating Company accounts, records and ( ),Jx, ! ) ..;,LL 3 L‘_L-. o paih Ll 3y, ALY

supporting documents for such year in the same | . BEYY
mariner as provided in Article IV {f) of the Agreement. ‘r ]
%) Currency Exchange : I I TV (:)

CONTRACTOR's books for Exploration, and oper- L B O I TSR A-R L B IR F AR PR
ating Company books for Development and E:f;)h)- S R | I, il o
rafion, if any, shall be keptin the A R E. in U. S.1 1% (e 7) 3 ¢ Sy oby Sl Al A
Dollars. All U.S. Dollar expenditures shall be char- S oA Y & RTRERTH I gt L,,'}H ek uL\'JI
ges in the amount expended. All Egyptian pounds S d "
expendriiures shall be translated to U.S. Dollars at 1;.4J|uE'd_,.¢- i 2] ,JU. .L wwﬁ -rx.f-‘m 33
Ehﬂ ﬂffiicé;:nfu?i%g rate thﬂx;:hﬂnit issuze by thlc H uuu»‘yh-hp-_.-iuh‘h' LY Al g ekl el 2 ,.h
entra 0 t on the fust day of the monta _ _ o |

in which cxpenditgfs are recorded, 3':;wu:l all other | o T‘“U:“ 5 s gS A e Pl g5 . .
non US. Doilar expenditures shall b tmlsicatctc’: L B P PP s m Y sl B s g i
U.S. Dollars at the buying rate of exchange for such TRt PPV LRER AN
currency as quoted by National Westminster Bank R - e
Limited, London, at 10 : 30 am. GM.T., on the i J.l...,.:z: gl ol s L_ J_;ﬂﬁ e Lo “‘*'-”3
first day of the month in which expenditures are hare g .h,.i"
recorded, A record shall be kept of the exchange | gl . .
rates used in transating Egyptian Pounds or other | .y Jn-d L2y el 43 LA SR e
non U.S. Dollar expenditures to Dollars. : RN b ol gmes! il ar S 5 e b
Any difference resulting from the application of the
aforesaid rates of exchange shall be credited or debr-
ted, as the case may be, to the operations under the | o8 S e .Lj.up,‘ ol ¢ ABEYIo ¥ *._JLJ—»-JR—A—_JS: ,,_U’Z

v el
,_u:-n._..-!f i.i:w--n\. S a.:.......lud.l,..k_..

Li.q.""-;b,ﬁl )Yj:"w;"‘":k" V.J'\‘Ig-l.s-...a L’:]J[ Jjn_‘:a #md,_\

AgTE‘{‘mﬂHt. | L;,(__'; u]___jll . ‘:’_ “| Jl‘-‘-‘l ‘ ...:h ‘:J'c‘ ‘?:J-l _"_]’ li..l;L £ ;:lln.?-
5) Precedence of Documents : I R Y] S &y ess (o)
F
In the event of any mconsistency or conflict between Kk T ke ) 3 Wl
. Wy al u‘J & AN
the provisions of this Accounting Procedure and the § LA "¢ Gl s 2 e Oy I N o
provisions of the Agreement treating the same sub- | L,}; (4 .Lr-...a.- Wie § udes bleat GEN poee &
ject differently, then the provisions of the Agreement e ey s :.5" ALY oy
shall prevail. ™
- . !l 1 -
6) Rewvision of Accounting Procedure : : -*‘l"H (‘L‘J‘ o ("‘)

! .
By mutual agreement between EGPC and CONTR- {3, s #1,&\ “}LJ] e b o Js! Al adl Sl 5ar

ACTOR, this Accounting Procedure mav be revised sl ol J:jl s Lo 5
from time to time n the light of future arrangements. |

) [ . -
Ay tesatn WL LA ade (Y
7} No Charee of Interest on Investment : : sl Qe 5 # pe (V)

Interest on Investment shall not, at any time, be JEL_\JH le 304 uLL.J-—II LF le—"}l v Ol L;L '_,ﬁ"i
charged as recoverable cost under the Agreement. Caalal (e s o _j"-".:'l ay - uw



ARTICLE II (wWaln
COSTS, EXPENSES AND EXPENDITURES Slaadly by aally CaJK

Subject to the provisions of the Agreement, CONT- | [ s, 3 odey Jolall o ¢ 5L rK:-T,j;L. (1ld
* t_ﬂ = - -..-. - " )
XACTOR shall alone bear and; directly or through Op- by by LI LWL T S L TP P R | g

ratng Company, pay the following costs and expenses, | . SR ) - _ . e
vhich costs and expenses shall be classified and treated ] s Aol i b ) —l: w-’ ¢ Yl
- 4'-1; .— * 1" II'I
L ) w | ]

n accordance with Article VII of the Agreement.

'} Surface Rights : gl G ()

All direct cost attributable 1o the acquistion, rene- cj,_J] Sairce E ) it g o 5 el S 3

wal or relinquishment of surface rights acquired .. :-i RO . ) T
. Adla] - vl | Il

and mamtamed in force for the Area. C -7 7 TJ s

2} Labor : :j_L:j]- (r}

A)  Salaries and wages of CONTRATOR’s or Op- St LW ST T e, L ~ (1)
raung Company’s emplovees, as.the case S N TN
be, directly engaged in the various activities un. “i_‘Al "‘”"’".w 3 & il Opleny SE LN P 3"_ =
der the Agreement inch_;dmg salaries and wWages ip_,i-lll el ~..'..-L_:;“ S g Le 43l s Y-

paul to geologists and other employees who are e G Opiel A Y il :
temporanly assigned to and employed in such | °7 1 W Do Ol Y de”“'} ) gt

activites. \ : 11-_-‘ Osbems 4 225 Y

B) C?ntrac't:;s u_nr_ pZTt E;idls cb[:-::f faf ht}:n_lic'?la}’, vac | sy, erlj § TN IOV B T ¥ CAR (<)
2tion, sickness,” disability benefit, living  and WO das Jedl sl e Gl iy Ll

housing allowances, travel tume, bonuses and | Y T - |
other customary  allowance applicable to the | ¥~ L;I YA e S o *’Cfl 5 s JJ‘!-’UK‘}HJ

salanies and wages under sub-paragraph 2.A 9, | oAl ks j# (_;“ JJ"’:“mJ LAk LI, -l Lf-
IT. A and 11.C of Article 1I. Cost under :his () yve( Ty vy s sy 4040, | (l-v) L
sub-paragraph ? B shall be Thirty  five (35) as i ;;,.i.ill 1dacs ) Al i S Teha y 1 55{ L o
percent of the amount of salaries afid wages o S U (‘.a) AWy Tr T 5 S () ¥
chargeable under sub paragraph 2.A and para- (T—- v) i JL\ FHEANP: A, L_JL': R

graph 9 and sub-paragrph 11-A and 11.C ' T -
of this Article II for expatriate employees ‘-"(r_”)‘(‘“n)*fJJ'.l“fu”-’(")b“”J

and on a basis similar to that prevailing in Qi { ool Jes aiab TR W T o PR TR
Companies operating in the A.RE. for national (& ¢ C) 3 dalll J, 2 Ll N PN Fle
employees, | ) - ok gl pals 4l

C) Costs of expenditures or contributions made l‘,;. e s | b K7 e Sl elad ics (;-)

pursuant to law or assements imposed b}’i - - . .
' : Pl LS Sl a s L j
governmental  authority which are applicable U ‘}GU'L"L;J <2 - b i e gl (gl

to Jabor cost of salaries and wages as provided 4 “:‘L"u".ﬁ""‘-‘" »L > (}D JJ-’:‘IJ ol O Aleall
under subparagraphs 2.A, 2B and paragraphs | bAdly (o — v) ¢ (v ) inh! oo ud
9,11 A and 11.C of this Article II. -Gl s e (g ) (T2 )64
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1)

B

similar terms prevailing at the time  aich
matenal was supphed.
?) - Used matenal {Conditions “B” and “C™

DAY L pleovy G

1) 55 Y 0 ol _ e o

o

T —

Fmployees Benefits :
Uontractor's o  PORT SAID’s cost of established

lll?ns for employees group life msurance, hos_.pit,ajij_-
allon, pensiofl, retirement, stock purchase, thrift and

other benefits of a like nature. Costs under this par-
agraph 3 shall be Twenty (20) percent of the amount

of salaries and wages of expatriate cmplovees and -
on a basis simlar to that prevailing in Ol Compau-
1es in A R.E. for national employees, all as chargea.
ble under sub-paragraph 2.A and paragraph 9, 11.A

and 11.C of this Article II. Severance pay will be
charged at a fixed rate applied to payrolls whicl

will equal an amount equivalent to the maximum,
Lability for severance payments as required by

the obligations of the Operator under the A. R. |
Labor Law. |

Material -

Matenal, equpment and supplies purchased o
fumislmd as such b‘!o" GONTRACTOR Or 'OPCl"llliHi__:
Company,

A} Purchases

Matenal, cqupment and supplies purchiase
shall be at price paid by CONTRACTOR o
Operating Company after deduction of al|
counts actually received.

Material Furiished by CONTRACTOR

xlif."

Matenal required for operations shall be Pare
hased directly whenever practicable,
that CONTRACTOR may fumish such Mater-
ial from CONTRACTOR’s Affiliates stocks
outside the ARE- under the following congjt.
i00s :

N cpt

1) New Mawenal (Condition “A’™)
New matenal transferred from CONTRAC-

TOR’s athihates warehouse or other properties |

shall be priced at cost, provided that the ¢owp of
material supplied is no higher than intermasianal
prices for material of similar quality supplied on

a) Material which 1s 1n “ound and serviceat s cone

d.itiﬂ"n ﬂﬂd is mitablﬂ fﬂr r¢-usc Withﬂu{ '-'1“1..‘0“11'
itioning shall be dassed as Condition "% 4nd

priced at sﬁant}'-fivc (75) percent of = pricc
of new matenal. -

: qJ.Ui L~ (1")
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C) Warranty

b} . Material which cannoB Herlassified as Condition
but whti hmblc Iﬂro]'igiﬂal functiom
but Mt&'ﬂﬁ'wﬁﬁimm& for reconditioning,
shall be classed- 25" Condition “C” and priced at
hifty (50) Pcrcm:t-’—ofthq, price of new material.
c) Material whick cainot be.dassified as Condition
“B” or Condition”“C™ shall be priced at a value ’ |
- d) Tanks buﬂdmg and other equipment mvolving
~ erection costs shall be charged at “applicable
percentage of knockdown new price. B

of Materials Furnished by CONTRA- ’

CTOR S
CONTRACTOR ' does not warrant ‘the material ,
fumnished beyond or back of the dealer’s or manufa- l
cturer’s guaranty; and in case of defective material,

credit shiall not be recorded until adjustment hasbeen |
received by CONTRACTOR from maiufacturess or f
their agents. | :

3) Transportation : |

Transportation of ¢mployess, equipment, materials ‘
and supplies necessary for the conduct of activities, |
Employees transportation costs to the extent covered
by established policy of CONTRACTOR or Opera-
ting Company, will include travel expenses for emplo-
yoes and their families to and from the employees’ ‘
pomnt of origin at the time of employment, at t'me of |
scparation and for vacations, and travellng expenses |
for employees and their families incurred as a result |
of transfer from one location to another. Transporta- ,
ton costs for employees and their families from |
ARE. to another location than point of ongin shall
not be charged to ARE operations:

Services : - .

The cost of oonsultants, contract services and
utilities procured from third parties.

Cost of . services performed by EGPC or by
CONTRACTOR or their Affiliated Cornpanies |
in facilities inside or cutside the A.RE. Regular, l
reeurrig, rotine services such as nterpreting
magnetic tapes and/or other analysis, shall be |
pertormed and charged by EGPC and /or
- CONTRACTOR or their Affiliated Companies
at an agreed price. Major projects involving
engineering and design services shall be perfor-
med by EGPC and/or CONTRACTOR or thejr
affiliated Companies at a negotiated contract
amount. Use of EGPC’s or CONTRACTOR s
or their Affiliated Companies’ wholly owned
equipment shall be charged at a rental rate com-
mensurate with the cost of ownership and
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53 (v e phe v d (1) K Yo 2l — e 15 oy
operation, but not in excess of competitive rates | A7 YL PR L]»-f'“‘.‘.“ A USS - a i 4 Jl.ﬁl |
currently prevailing in the AR.E. For Explora- | - .j T T BE T
von, CONTRACTOR’ and 1ts Afhbated Lt (C ( 'C)daxul Lt el e 2l o
Companies rates shall not include administrative | <85l L Gl bl 0 Cocll UL
*Uth'hcad COSLs. . :L-_-J\F "«:{_}L‘.‘-l v.:..}u_:__r-ﬂ) 1!"”;"[ L ‘j 4} %U‘

7) Damages and Losses : :;Llilj_,if;'}'l(y)

)

10

All costs or expenses necessary to relpace or repair
damages or losses incurred by fire, flood, storm, theft,
accident or any other cause not controllable by CON-
TRACTOR or Operating Company through the ex-
ercise of reasonable diligence. CONTRACTOR or

Opcrating Company shall furnish EGPC or EGPC/
and CONTRACTOR, as the case may be, wntten

notice of damages or losses mncurred in excess of ten
thouasnd {10,000} U.S. Doellars per occurrence, as soon

as practicable after report of the same has  been
received by CONTRACTOR or Operating Company.

Insurance and Clamms :

The cost of any public liability, property damage and
other insurance against liabilities of CONTRACTOR,
Operating Company and/or the parties or any - {
them to their employess and/or outside as may be
required by the laws, rules and regulations of the
GOVERNMENT or as the partiecs may agree upon.
The proceeds of any such insurance or daim collec-
ced shall be credited against operations. If no in-
crance is carried for a “pargcular risk, all re
lated actual expenditures incurred and paid by GON-

TRACTOR or Operating Company in settlement of
= all losses, claims, damages, judgements, and

| W

dlly
other expenses, including legal services.

Indircct Expenses :
Camp overhead and facilites such as shore base; ware
howuse, water systems, Toad systems, salanies and expe-

nse of fwid supervisory mi ficld clerks, asss-

tant and other general employees indirectly serving
the Area.

Legal Expenses : |
All costs and expenses of litigaton, or legﬂsm
otherwise necessary ot expedient for the protection of

the Area, including attorney’s fees and expenses as
hergnafter provided, together with all judgements

obtained against the partics or any of them on aocount

of the operations under the Agreement, and actu_al
expenses incurred by any party or partcs hereto n
securing evidence for the purpose of defending agamst
any action of claim prosecuted or urged agamst the
operations Of the -subject matter of the Agreement.
In the event actions OF claims affecting the inte-

(9)
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rests hereunder shall be handled by the legal staff of
one or more of the parties hereto, a charge commen-

surate with cost of providing and fumishing such ser-

vices may be made to operations,

Administrative Overhead and General Expense :

A)

E)

C)

While CONTRACTOR is conducting Explora-
tion activitics, cost of stafing and maintaining

CONTRACTOR’s head soffice in the A R.E. and

Jor other offices established 1n the A.R_E., othek-

than field offices which will be charged as prov-
ided in Article 11, paragraph 9 above, and exoepr

ting salanes of employees of CONTRACTOR
who are temporarily assigned to and directly

serving on the Area, which will be charged as
provided i Article II, paragraph 2 above.

CONTRACTOR’s administrauve overhead out-
side the A.R.E. applicable to the A.R E. Explora-
tron operation which will be charged each month
at the rate of five {5) percent of total explorat:on
expenditures while CONTRACTOR s condu-
cting Exploration acuvites. However, CONY-
RACTOR shall ont apply any administrative
overhead outside A.R.E. while Operating
Company 1s conducting Exploration activities.
No other direct charges as such for CONTRA-
CTOR’s administrative overhead outside the
A.R.E. will be applied against the Exploration
obhgation. Examples of the type of costs
CONTRACTOR 1s i1ncurring and charging
hereunder due to activities under the Agreement
and covered by said percentages are :

1)  Excuuve
—Time of executive officers
2) Treasury
Finanaal and exchange probleras.
3} Purchasing.
—Procuring materiais, equipment and sup-
phes.

4¢) Exploration and production,
~Directing, advising and controlling the
entire project.

5) Other departments such as legal comptrol-
lers and engineering which contribute time,
knowledge and expericnce to the operation.

The foregoing does not preclude charging for
direct service under subparagraph 6 B of this
Article 11,

While Operating Company is conducting activi-
ties, Operating Company’s personnel engaged in
general clerical and office work, supervisors and

 —
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officers whose time is generally spent in the main
office and not in the field, and all employees

generally considered as general and administra-
tive and not charged to other type of expenscs,
will be charged to operation. Such expenses
shall be allocated each month between Explora-
tion and Development operations according to
sound and practicable acoounting methods 1n
the petrolcum industry.

12) Taxes :

13) Continuing CONTRACTOR Costs :

~ 14) Other Expenditures :

1)

All taxes, duties or levies paid in the A.R.E. by CON-
TRACTOR or Operating Company with respect to

this Agreement other than those covered by parag: |

raph (f) (1) of Article IIT of the Agrecment.

Costs of CONTRACTOR activities required under
the Agreement and incurred exclusively in the A.RE.
after Operating Company 1s formed. No sales expe-
nses mcurred outside the A.R.E. may be recovered as ‘

a oost.

Any costs, expenses or expenditunes, other than those
which are covered and dealt with by the foregoing
provisions of this Article IT, incurred by CONTRAC.
TOR or Operating Company under approved waork
Programs and Bugets.

ARTICLE III
INVENTORIES

e —

Periodic Inventories, Notice and Representation
At reasonable intervals as agreed upen by EGPC and

CONTRACTOR inventories shall be taken by Ope-
rating Company of the operations material, which
shall include all such materis!, piysical assets and
construction projects. Wrtten notice of intention to
take inventorv shall be given by Operacng Company
o EGPC and CONTRACTOR at, least thir'y (30)
davs before any ‘nvemory is to begin so that EGPG
and CONTRACTOR may be represnted when any
inventory is taken. Faijlure of EGPC and or CONT-
RACTOR to be represented at an inventory shall
hind them to accept the inventory taken by Opera
ting Company who shall, jo that cvent, furmish the
party not rcpresented with a copy thereof.

7) Reconciliation and Adjustment of Inventories :

Reconciliation of inventory shall be made by CONT-
RACTOR and EGPC, and a list of overages and
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shortages shall be jointly dctsnnmtd by Operating
Company and CONTRACTOR .and EGPC and the
mventory adjusted by operating Company,

ARTICLE IV

“~ COST RECOVERY

Statements of Recovery of Costs and of Cost Recov-
cry Crude Oil :

)

CONTRACTOR shall, pursuant to Article V1I of
the Agreement, render to EGPC as promptly as prac-
ticable but not later than thirty (30) days after receipt
from Operating Company of the Statements for Deve-
lopment and Exploraton Activity for the last month
of a quarter a statement for that quarter shawing :

1) Recoverable costs carried from the previous
quarter, if any.

11) Recoverable costs incurred during the quarter.

i1)- Total recoverable costs for the quarter, (i) + (ii).
Value of Cost Recovery Crude Onl taken and

separately disposed of by CONTRACTOR for
the quarter,

v )

v} Amonut of costs recovered for the guarter.

vi } Amount of recoverable costs carried into the
succeeding quarter, if any- |

vi) Excess if any, of the value ~f Cost Recovery
Crude Oil taken and separatciy dispased of by
CONTRACTOR over costs recovered for the
quarter.

Payments:

If such statement shows an amcunt due to EGPC,
payment of that amount shall be made 1n U.S. Doll-
ars by CONTRACTOR to EGPC with the rendition
‘of such statement.

3) Auditing Right:

EGPC shall have a period of twelve (12) moaths
from receipt of any statement undcr this Arucle IV
m which to audit and raisc objcction to any such
statement. EGPC and CONTRACTOR shall agree
on any required adjustment.  Supporting documents
and accounts will be available to EGPC during said
twelve (12) months period,

l
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1)

2)

ARTICLE V

CONTROL AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts:

CONTRACTOR will establish an Exploration
Obligation Control Account and an off-setting contra
account to control therein the total amount of Explo-
ration expenditures reported on Statements of Activity
prepared per Article 1.2. A hereof, less any reduction
agreed to by EGPC and CONTRACTOR following
written exceptions taken by EGPC or CONTRAC-
TOR, to Article 1.3. A hereof, in order to determine
when mimimom  Exploratton Obligation have been
met.

Cost Retovery Control Account

CONTRACTOR will establish a Cost Recovery
‘Control Account and an offsetting contra account to
control therein the amount of cost remaining to be

. 1
recovered, if any the amount of cost recovered and

the value of Excess Cost Recovery Grude Oil, if any

3) Major Accounts

Foo Jic purpose ol classifying costs, expences and
expenditures for cost recovery as well as for the
purpose of establishmg when the Explotailn obliga:
tion has ben met, costs, cxpenscs snd ¢ Sonditures
shall be recorded in major account mcludmg the

Exploration Expenditures.

Development Expenditures other than Opera-
ting Expenses.

Obcrating Expenses.
Necessary sub-acounts shall be used.

Revenue accounts shall be maintained by CONTRA-

TOR to the extent necessary for the control of reco-
very of costs and treatment of Coct Recovery Crude
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ANNEX F

SUPPLEMENTAL AGREEMENT

EGPC IEOC OFFSHORE WEST SINAI
| BLOCKS 5 & 6
~clerence 15 made to that certain Concession Agriee-
me U (hereinafter referred to as the Agrecment) signed

o PE date hereof by the GOVERNMENT of the ARAR
Rz PUBLIC" OF EGYPT (hereinafter- referred to as

(:c 'VERNMENT), the EGYPTIAN GENERAL PETO- |

pr HUM CORPORATION (hereinafter referred to as

C }h{P&W (hereinafter referred to as IEQC),

:.GPC  recognizes that due to certain circumstances
1ps G might be unable to enter part of the Area (herein-
.- I called Non Available Area) for camrying out thérein
(- operations contemplated under the Agreement.

»S a consequence of the above, the Parties to the
A »-Cement Tereby agree as follows :

(+ In respect to the Non Available Area, all the Parties’
rights and obligations under the Agreement shall be
suspended until the Commencement Date. such
Commcencement Date being the date six (6)
months from that on which, after consultation
between and mutual consensus of EGPC and TEQC.
EGPC gives written notification to IEQC that EGPC
and IEQC shall have the Non Available Area at their
disposal for free and unrestricted access for carrying
out the aforesaid operations. For the purposes of deter-
muauing the rights and obligations of the Parties under
this Agreement in respect of the Non Available Area, .
the Agrecement shall be read and construed as if
Etfective Date whenever mentioned therein s
replaced bv Commencement Date.

Notwithstanding anything to the contrary herein con-
tained. [EQC undertakes to fulfill all its exploration

I -

expenditure obligations under the Agreement in res. |

pect of the Available Area, which i1s defined as the
Area less the Non Avaliable Area. It is however unde-

stnod that [EQC shall be entitled to Partially or total-
ly suspend the aforesaid exploration expenditure ohl-

igations (relating to cxploration drillng only } uatil
the Commencerent Date, m the event that the
geological prospectivencss of the Available Area as
resulting from the preliminary techmical data does
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‘not warrant, in the mutually agreed opinion of
EGPC and IEOC, the partial or total fulfillment of
such exploration obligations -(relating to exploration

drilling only).

"' In that event the Letter of Guaranty under Annex

“(0” of the Agreenmen shall apply in such manner as to
reflect the provisions of this paragraph (2), and shall
extend beyond its term, if so required in order to
cover the exploration expenditure obilgation of the
initial three {3) year period under the Agrcement.

3)  For the purposes of this Agreement, the Non Available
Area may be amended from time 10 time by mutual
agreement of EGPC and IEOC, in the light of the

concerned clrcumsiances.

 However. IEOC shall pay the Signature Bonus of
U-S Dollars Five hundred thousand (500,000) and
shall deliver the Letter of Guarantee under Annex
«“( of the Agreement on the signature data of the
Agreement by the Minister of Petroleum, EGPC and

IOEC.
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