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CONCESSION AGREEMEN T

This Agreement, made and entered into on this sixth day
of April, 1981, by and between the ARAB REPUBLIC OF

EGYPT (heremafter referred to variously as “A.RE.” or as the
“GOVERNM ENT”), the EGYPTIAN GENERAL PETROLEUM

CORPORATION a legal entity created by Law No. 167 of |

as amended (heremafter referred to as “EGPC”), and MEDOIL-
MEDITERRANEAN OIL AND GAS COMPANY LIMITED ; a
company organized and existing under the laws of LIBERIA. and
BONRAY ENERGY CORPORATION ; a company organized and
existing under the laws of OKLAHOMA, US.A,, and PHOENIA

R'ESOUR("‘ES COMPANY ; a company organized and exising
under the laws of MAINE, U.S.A., (hereinafter variously referred
to as “MEDOIL & BONRAY & PHOENIX” or as CONTRA(‘-

TOR::)
WITNESSETH

~ WHE REAS, all minerals including petroleum, existing in mines
and quaries in A.R.E, including the territorial waters, and 1 the

éabed subject to its  jurisdiction and extendmg beyond the territ-
orlal waters, are the property of the State, and

WHEREAS, EGPC has applied for an exclusive concession for

the exploration and exploitation of petroleum 1n and throughout
=ferred to m Article I1, and described in Annex “A” and
“B”? which are attached hercto and made

the area r
shown approximately on

part hereof ; and
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WHEREAS, MEDOIL & BONRAY & PHOENIX agree to
andertake its obligation pmwdﬁd hercinafter as CONTRACTOR
~ with respect to the exploration, development and production of pet-
roleum in said Area ; and

' WHEREAS, the GOVERNMENT desires hereby to grant such
CONCESSION ; and

WHEREAS, the Minister of Petrolcum pursuant to the pro-

visions of Law No. 86 of 1956, may enter into concession agreement
with EGPC and with MEDOIL & BONRAY & PHOENIX as a

CONTRACTOR in the Arca hereinafiter referred to.

NOW. Therefore, the parties hereto agree as follows :

Article I

DEFINITIONS

(?z) “Fxploration” shall include, such geological, geophysical, aerial
and other surveys as may be contained in the approved Work
Programs and Budgets, and the drilling of such shot holes, core

holes, stratigraphic tests, holes for the discovery of Petroleum
or the appraisal of Petroleum discoveries and other related holes
and wells, and the purchase or acquisition of such supplies, ma-
terials and equipment therefore, all as may be contained in the
apprcved Work Programs and Budgets. The verb “explore”
means the act of conducting exploration.

(b) “Development shall include, but not be limited to, all the ope--
 ratiors and activities pursuant to approved Work Programs and
Budgets under this Agreement with respect to :

(z) the drilling, plugglnq deepening, side tracking, recdrilling,
" zompleting, equipping of development wells, the changmg
of the status of a well frem oil well to water well and vice
versa and
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() Design, engineering, construction, installation, servicing, and

maintenance of equipment, lines, systems, facilities, plants
and related operations to produce and operate said develop-
ment wells, taking, saving, treating, handlmmg, storing, flar-
ingz, transporting and delivering petroleum repressuring, re-
cjr Jing and other secondary recovery projects, and

(1) transportation, storage and any other work or activities ne-
cessary or ancillary to the activities specified in (i) and (i1).

“Petroleumn” means liquid crude oil of various densities, asphalt,
cas, casinghead gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and
wved from the area under this Agreement, and all substances

that may be extracted therefrom:.

“Liquid Crude Oil” or “Crude Oil” or “Oil”’ means any hydro-
carbor. produced from the Area which is in a liquid state at the
wellhead or lease separators or which is extracted from the gas
or casin g_hcad gas in a plant. Such term includes distillate and

condensate.

“(Qas” is natural gas-both associated and non-associated, and all
of its onstituent elements produced from any well in the Area

and al nonhydrocarbon substances therein. Said term shall

include residual gas.

A “barrel” shall consist of forty-two (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees (60)

Fahrenheit.
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(g) “Comrmercial Well” means the first well in any geological fea-
ture which after testing for a period of not more than thirty (30)
consecutive days where practical, but in any event in accordance
with sound and accepted industry produstion practices, and veri-
fied by EGPC, is found to be capable of producing at the average
rate cf not less than two thousand (2000) barrels of ol per day
(BOPD). The date of discovery of a “Commercial Well” 1s the

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

() “ARE.” means ARAB REPUBLIC OF EGYPT.

(1) “Effective Date” means the date on which the text
of thi; agreement is signed by the GOVERNMENT, EGPC and

CONTRACTOR, after the relevant law 1s 1ssued.

(7) “Yea or “Calendar Year” meansa period of twelve (12) months
according to the Gregorian Calendar.

(k) “Financial Year” means the GCOVERNMENTs financial year
starting on July lst, and ending on June 30th according to the

Gregorian Calendar, both dates being inclusive. .

() “Tax Year’ means the period of twelve (12) months according
to the Gregorian Calendar fo: whigh, tax returns or rcports are.
required according to any applicable inceme, profits or other tax
law or regulation of the AR.E.

(m) An “Affihated Company’’ means a company : L

() The share capital, conferring a majority of votes at stock-
holders’ meetings of such company, of which is owned direc-
tly. or indirectly by a party hereto :
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() ‘which is the owner directly or indlirectly of share capital
conferring a majority of votes at stockholders’ mecting of

2 party hereto; or

(%) 'Whose share capital conferring a majority of votes at stock-
Lolders’ meetings of such company and the share capital
conferring a majority of votes of stockholders’ meetings of

a party hereto are owned directly or indirectly by the

—

same comparly.

(n) “MEDOIL & BONRAY & PHOENIA™ or “CONTRAC-
TOR” |
Notwithstanding the above, “MEDOIL & BONRAY & PHOE-
NIX* or CONTRACTOR?” shall also means the assignee of
MEDOIL & BONRAY & PHOENIX.

(0) “Exploration Block” shall mean an area of six (6) minutes Jati-
tude: by six (6) minutes longitude.

) o

() “D :vélc)pment Block”. shall mean an area of three (3) minutes
latitude by three (3) minutes longitude. .. . .. -~ . - -

'

.~ .

() “Development Lease™ shall mean all or part of Exploration -
Block or blocks covering the geological structure capable of
production, the coordinate points of which have to be coincident
with the three (3) minutes by three (3) minutes of latitude and
longitude divisions according to the international grid system.
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 Article 1T

ANNEXES TO THE AGREEMENT

-Annex “A” is description of the Area covered and affected by
this Agreement, hereinafter referred to as “The Area”.

""""

Annex “B” is a provisional ﬂlustratwe map on the scale of
.1 '¢ 1,000,000 indicating . the Area covered and affected by this
Agreement znd described in Annex “A”.

Annex “C” is the form of a Letter of Guaranty to be 1ssued by

National Benk: of Egypt, Cairo, Egypt, and to be submitted by
CONTRACTOR one day before the time of signature by

the Minister of Petroleum of this Agreement, for the sum of two (2)

million U.S. dollars guaranteeing the execution of CONTRACTOR’S
minimum exploration obligation hereunder for the first two (2) years
exploration period. Such guaranty shall remain effective for six [6)
months after the end of the said two (2) years period except as it may
be released prior to that time in accordance with the terms thereof.

. Annex “D” is the form of a Charter of the cperating company
to bc fonned as prowded for in Artlcle VI hcrcof

Annex “E” is the Accounting Procedure.

Annexes. “A”, “B”,  “C”, “D” and “E” to this Agreement are

hereby made parts hereof and they shall be considered as having
equal force and effect with the provisions of this Agreement.
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Article 111

GRANT OF RIGHTS AND TERM

The_GOV ERNMENT hereby grants EGPC and MEDOIL and
BONRAY and PHOENIX as a CONTRACTOR subject to the

terms, covenants and conditions set out in this Agreement, which
insofar as they are contrary to or inconsistent with any provisions
of Law No. 66 of 1953, as amended, shall have the force of Law,

an exclusive concession in and to the Area described in Annexes “A”
and ‘EB!’

{a) The GOV ERNMENT shall own and be entitled, as herem-
after provided toa royalty in cash or in kind of Ten (10) percent
of the total quantity of petroleum produced and saved from thc
Area during the development period including renewal. Said
royalty shall be borne and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of royaltics

by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR.

() ‘An initial exploration period of two (2) years shall start fromn
the Bffective Date. Two (2) successive extentions to the initial
exploration period of two (2) years each shall be granted to
CONTRACTOR at its opticn upon thirty days prior written
notice to EGPC and subject only to its having fulfilled its obli-
gations hereunder for the preceding period. The Agreement
chall be terminated if no Commercial Discovery 1s established.

by the end of thc dixth (6th) year of the exploration period.



VU A sl O (1) @b Yo bt Jl s b

Lo wlg L )by slaS) Gasn J 1 Ll el

sin o 66 ¢ b 6F s ¢ Eadl 553 o (1) Lald)
sty e JLCY Jalil) b e sly 6T (1) 4 B2
Laaldl Al &l e Las VY o1 el Cond Dlas 555 5 6
L-'Crl ;5;[: EJ:JM s A jj‘.f:ﬁ‘i)p\';),_gboﬁl_g ’ C‘,cr_:.]l ;J.“éo,o
Do) o1 ad st dhew HlEY B LI Je 3B Y )
j_,: Y_, ;,z..“ajs-hnﬂbglvL.Bnbi,\""(_:-)_;ﬁﬁ|g_}ﬂ

o JolE Al A elgst

ol domab o s S ¢ Joll) ded @ Solxdh GLESYI Y

Ny SLESY odty e g Ob d,ls b LSt dw Zadl
s Je O 151 L i LoV LN e ST o1 5 i
Ol Y HLeW G el e by e OF o LSV
ity iy b ghing Y15 Lo Jpandt oo
u\ St &\ ﬂ:;:lt o 5 gkt sla Ny ¢ L g L}LE.U
SlaTYI O ST ey tj_,ajlb dbtt 6 AN Gatalyty
e RS UJUCIF u‘ i jima _jfc..uml .La-.l;w.C waﬂ:.-..ﬂ

@L_,:S"Yb 4.....@” LL:_:-L J_}\.a.“ (-Jm,_,c \; l:u L’J-d QTW s
P t.aL_..SY\ ,_3\ _,_Js A leﬂl' ,J_,.(» ._}\ s I'_,_,s (5)\5:.”-

@J o Jlb b sV s AT YT Lot byl 4

- (“),..pua\ Axs o1 (Y) W o] Soed) 2 JLCd

S T W}L.!J ‘_;‘iaia_,ba.Jl}.ll r._sL_.SlCt)b"
Ualxll JlL:-'Yl 1 e e OF 8 Lo GV Joliadl 05y
e @V g e N Al a1 el o ledt SLESYL
dllm 3 Jbs'uJuJoaJ,mll LT 2 esls LIPS

5:» 1‘)‘ -a 4.4;:-5 L.J ._)'\5. ‘.‘:-‘ L.U.b_g 4.! l._.:r.-.u J...“ Lﬂ-! #—#

wl T aan) L_..gcf MA Lh_)L.rJ dﬁg ,»U(:“ma.o ‘L&)m
. 4,k



YA

(c)

VOIr Ty &, Sroup. of rece.rvm

\Q‘A}L U")L‘c S (T) C’L \ o A WJ” a"&f.f"'“

However, such period may be extended at CONTRAGCTOR’s

option for up to sn months to enable the compiction of driliing
and testing of any well actually drilling or testing at the end of

the sixth (6th) year exploration period, but shall not exceed

this period by more than six months. The election by EGP{
‘o undertake a sole risk venture under paragraph (c) immedia-
tely hereafter shall not extend the exploration period nor atfect
the termination of the Agreement as to CONTRACTOR.

“Comnercial Discovery”.  After discovery of a commercial
well, SONTRACTOR shall undertake as part of its Explora-
tion program the appraisal of the discovery by drilling one or
more additional wells, to determine whether such discovery is
worthy of being developed commercially, taking into considera-
tion tie recoverable reserves, production, pipeline and terminal
facilities required, estimated crude oil prices, and all other rele-

vant technical and economic factors,

A Commercial Discovery may consist of one producing reser-
voir or a group of producing reservoirs which after appraisal 1s

worthy of bemg developed commercially, CONTRACTOR
shall gwe notice of a Commercial Discovery to EGPG imme-
diately after -the discovery is considered by CONTRACTOR to |
be worthy of commercial development but in no event not later

than the complctlon of the second exploration appraisal well.
or twelve {12) months followmg the date of the discovery of the

Comner(:lal Well whichever is earlier ; except the CONT-
RACTOR shall also have the right to give such notice of Com-

rnerual Discovery with respect to any reservoir or reservoirs

 even if the well or wells thereon are not “Clommercial” within

the cefinition of “Commercial Well” if, in its opinion, a reser-
rs considered collectively, could be

worthy of dev t‘]()pment
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Folloving receipt of such notice EGPC and CONTRACTOR
shall m:zet an.d réview all appropriate data with a view {0
mutuallv agreeing upon the existence of a Commercial Dis-
covery. The date of Commercial Discovery shall be the date
EGPC :nd CONTRACTOR mutually agree that a Commer-
cial Discovery exists.

If Crade Oil is discovered but is not deemed by CONT-
RACTOR to be a Commercial Discovery under the above pro-
visions ¢f this paragraph (c), EGPC shall one (I ) year after the
expiration of the period specitied above within which CONT-
RACTOR can give notice of Commercial Discovery, or
eighteen. (18) months after the completion of a well not consi-
dered a “Commercial Well” have the right, following sixty (60)
days no-ice in writing to CONTRACTOR, at its sole cost, risk
and expense, to develop, produce and dispose of all Crude Oil
from the geological feature on which the well has been drilled.
Said notice shall state the specific area covering sald gcological
feature to be developed, which area shall be described 1n accor-
dance with the definition of Development Lease, the wells to
be drilled, the production facilities to be installed and EGPG’s
estimated cost thereof. Within thirty (30) days after receipt
of <aid notice CONTRACTOR may, in writing, elect to deve-
lop such area as provided for in thé.case of Commercial Dis-
covery aereunder. In such event all terms of this Agreement
shall ccntinue to apply to the spcdﬁed area.

If CONTRACTOR elects not to develop ‘such area, the
specific area covering said geological feature shall be sct aside
for sole risk operations by EGPC, EGPC shall be entitled to

perform, ‘or in the event Operating Gompany referred to 1D
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Article VI has come into existence to have Operating (om-
pany, perform such operations for it at EGPC's sole cost, risk
and expense. When EGPC has recovered from the Grude Oil
produced from such specific area a quanﬁtyrof Crude Oil equal
in valuc to three hundred (300) percent of the cost it has in-
curred 'n carrying out the sole risk operations. GONTRAC-

TOR skall have the option, only in the event there has been a
separate Commercial Discovery, to share mn further development
and production :of that specific area upoit paying EGPC one
hundred (100) percent of such costs incurred by EGPC.  Such
one hundred (100) percent payment shall be Tecovered by

CONTERACTOR from Cost Recovery Crude Oil in the normal -
mamner for the. recovery of expenses under Article VII- (a). -
Immedintely following such payment the specific.area shall

either (il revert to the status of an ordinary development lease
ander this Agreement and thereafter shall be operated in accor-

dance with the terms hereof ; or (ii) alternatively, in the event
that at sach time EGPC or its affiliated company is conducting

all development operations in the area at its sole expense and

FGPC elects to vontinue cperating, the area shall remain set

aside and CONTRACTOR shall only be entitled fto 1t DIO-
duction sharing percentage of the Crude Qil as specified in

Article VII (b) below. The sole risk Crude Oil shall be valued

in the mwanner provided in Paragraph (c) of Article VII. In

the evenr: of any termination of this Agreement under the pro-
visions of paragraph (b) above this Agreement shall, however,
continue to apply to EGPU's operation of any sole risk venture
hereunder, although such Agreement shall have been terminated

with respect to CONTRACT OR pursuant to the provisions of
said paragraph (b) above.
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(@) The development period shall be twenty (20) years from the
date of the first Commercial Discovery. This period may he
renewed for an additional period of five (5) years at the opticn
of CONTRACTOR Upon Six (6) months prior written
notice tc EGPC. Following Commercial Discovery the extent
of the whole area capable of production to te covered by deve-
lopemen:: lease or leases shall be mutually agreed upon by EGPC

and GONTRACTOR and be subject to the approval of the
Minister of Petroleum.  Such area shall then be converted auto-
matically into a development lease or leases without the issuance
of any additional legal instrument or permission.

Developraent opcraﬁoﬁsl thereafter shall be started promptly by
Operating Company and be conducted in accordance with good
- ol field practices and accepted petroleum mgiﬁeering principles,
until the field is considered to be fully developed. In the event
that no commercial production of Petroleum in regular ship-

ments is sstablished in anyDevelopment Block of the Develop-
ment Lease within three (3) years trom the date of the approval

of the Minister of Petroleum referred to hereinabove such a De-
velopmen: Block shall immediately be surrendered.

(¢) CONTRACTOR shall bear and pay all the costs and EXPEnscs
required in carrying out all the operations under this Agreement
but such costs and expenses shall not include any interest on
investmenr. and QONTRACTOR shall ook 6ty to the Petro-
leurn to which it is entitled under this Agreement o recover such
costs and expenses.  Such costs and expenses shall be recoverable
as provided 1n Article VII. During the term of wis Agree-
ment and its renewal, the total production achieved in che con-
duct of such operations shall be divided between EGPC and

CONTRACTOR in accordance with the provisions of Article
VIL |
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(1)

CONTRACTOR shall be subject to the laws in force in
the A.R.E. and the political subdivisions thereof, which im-
pose taxes on er measured by inoome or profits, including
proflt.. tax, municipal tax, defense tax and national security

tax ori'income and dividends paid with respect to sharehol-
ders (heremafter referred to as “A.R.E.” income Taxes™).
and except as otherwise provided in the Agreement, shall
comply with the requrements of such laws with respect to
the filing of returns, the assessment of tax, and ‘the keep-
ing fcr review by authorised persons of books and records.

Any AR.E. Income Taxes as described above which
may he levied against CONTRACTOR’s shareholders as
a result of CONTRACTOR’s activities under this Agree-
ment shall be the responsibility of EGPC.

It is expressly agreed and acknowledged that EGPC’s
sﬁﬁi‘e of the volume of crude ol as determmed under Article
V11 includes a volume of crude oil to meet the CONTRAC-
TOR’s AR.E. Income Taxes as described above in this

Hparagraph () (1) EGPC agrees that proceeds from such

crude: oil volumes will be used to meet GONTRACTORs
TIncorne Tax liability in A.R.E. as and when due.

- For ‘yurposes of applymg paragraph (f) (1) of this Article,
‘the total taxable income of CONTRACTOR ; In respect of
: any Tax Year shall be an amount calculated as follows :

i)  The total of the sums received by CONTRACTOR

from the sale or other disposition of all Crude Oil ac-
) quiICC_l by CONTRACTOR pursuant to. Article VII,
~ paragraph (a) and (b).



\AAY 4l w03 (1) Ll R g WA | PR ORPST B

D l_asl

b.}l_ﬁj;.ﬂl 4] o 4 J;lﬁll WT-UH ;L.:Bjﬂ_}.b L.a.JLCJi (i)
o Wl Bl ('i); 5 ad o e O | B0 [

u)‘ualnlimu‘ ar.'tl._l‘ u-n(.::-) bJa.aJ‘daJ-\a;l‘ ‘L.;...d“ ( )
J il lede Joas I T 5> 2N yaazel) oo
GJL_.H Cye ( ) (T)ufd! .:JALA.U Lda_g ""'3_}"‘“'! \.4..9 (._Sf.a.a_,

. £ .
. |-LJ|JI

o (gerep) S Godl Joll ST o Ayl ey ol
el Juand (A AU g dgll o G oasss iy S5l
B e e Gl ST ) s iy

S m)\ AN WY ot (L iy o3 (1)
ot G GJJL_AlIther&-\”g_J‘ﬁCSJw
AR | PP | e I N1 gl r}L_...V JU Ly (1)
ot 3ol SV o X s O 3G OF s o G Ll 4 o)
‘_z_;f-‘yl uLL.JI_, &_,le| C.Lll o L La_a;ll ‘L....:J_.a.“ ulL.L..JI
o SYLa Y ods 1o sk 5 ]

f-_fffci_; lede 45y dll sl 51 o Cloaw Ll pols A ()
ool sl Leds I Sl Lt ais ST Y g
ol G s (Al epeper & Dl e gat 15,

o ol g



A VAN L el o B (T) b Y e Al e iy

———a - [ .

(3)

(4)

" LESS

(@) The costsand expenses of CONTRACTOR which
are aliowed to be recovered in the Tax Year under
~ paragraph (a) of Article VII; and

() The value, as determined in paragraph (c) of Ar-
‘ticle VII of the Excess Cost Recovery Crude Oil
taken and separately disposed of by CONTRAC-

- TOR pursuant to Article VII, paragraph (a) (2);

PLUS

(1) 'An amount equal to CONTRACTOR’s A. R E. In-
come Taxes.

EGPC shall assume, pay and discharge, on behalf of CON-

TRACTOR, CONTRACTOR’s AR.E. Income Taxes out
of the sums received by EGPC from the sale or other dis-

pos.tion of its share of the Crude Oil.

EGPC. shall furnish to CONTRACTOR the proper official
receipts evidencing the payment of CONTRACTOR’s
A.F.E. Income Taxes withn sixty (60) days following the
receipt by EGPC of CONTRACTOR tax declaration for
the preceding tax year. Such receipts shall be issued by the
proper tax authorities and shall state the amount and other

particulars customary for such receipts.

(2) In calculating its A R.E. Income Taxes, EGPC shall be entitled
t deduct royalties paid by EGPC to the GOVERNMENT and
the A.R.E. Inobme Taxes of CONTRACTOR paid by EGPC
on CONTRACTOR'’s behalf. ' '
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Article 1V

WORK PROGRAM AND EXPENINTURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence exploration operations here-
under notdater tham six (%) months after the effective date.  Not
later than the end of the sixth (th) manth after the starting date
of the second {(2nd) period, if any, CONTRACTOR shall start
exploration dritking in the Area. EGPC shall make avaftable
for coptractor’s wame all sessmic, welkls and other exploration data
in EGPC’s pocsession wiath respect to the Awea.

The iimitial exploraton period shall be two {2) years. OON-
TRAIZTOR may exeend s cxploration period for two (2) ad-
ditioral periods «of twe vears cach # acoordance with Articke
111 b. each mpen 2 thity (30} days prior waitter sotice to HGPC
subject to its expend:iture of its minimum exploration obligations

for the then current pericd.

CONTRACTOR shall spend .a minimum of two (2) wulhion
US Dollars on exploration operations and activities related there-
to darimg the Tratiad two {2) year expleration period. For tiye
first two (2) year period that CONTRACTOR clects o extena
beycnd fhe initial exploration period CONTRACTOR shall
spend a mimdmom of éght {8) milhon U Dollars and for the
secod two (2) year extemston period, CONTRACGIOR shall
spend a mingmaum of €ight {8) cullion TIS Dollars.
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Shoull CONTRACTOR spend more than the muummun
amount required to be expended during the iitial two (2) year
exploration period or during any period thereafter, the excess
may be subtracted from the minimum amount of money required
to be expended by CONTRACTOR during any succeeding >x-
ploration period or periods, as the case may be.

In cas: CONTRACTOR surrenders its exploration obligaticn
in this Agreement as set forth above before or at the end of the
second (¢nd) year of the indtial period, having expended less than
the total sum of two (2) million US Dollars on exploration or mn
the event at the end of the second (2nd) year CONTRACTOR

has expended less than said sum in the Area, an amount equal
to the difference between the said two (2) million US Dollars and

the amount actually spent on exploration activities shall be paid

by CONTRACTOR to EGPC at the time of surrendering orv
within three {3) months from the end of year of the initial explo-
ration period, as the case may be.  Any expenditure deficiency
by CONTRACTOR at the end of any additional period for the
reasons ibove-noted shall similarly, result m a pajxnent by GON-
TRACTOR to EGPC of such deficiency. Provided this Agree-
ment is still in force as to CONTRACTOR, CONTRACTOR
shall be entitled to recover any such payments as exploration
expenditure in the manner provided for under Article VII in

the event of commercial production.

Withcut prejudice to Article IIT (b) in case no Commercial
Discovery is established by the end of the s1xth (‘6t}11) year, or
iﬁ case- CONTRACTOR surrenders its explérﬁtioﬂ obligations
under this Agreement prior to such time,EGPC shall not bear

any of aforesaid expenses spent by CONTRACTOR.
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(c) At least four (4) months prios to the beginning of each year or
at such other times as may mutually be agreed to by EGPC and
CONTRACTOR, CONTRACTOR shall prepare an Explora-
tion Work Program and Budget for the Area setting forth the
exploration operations which CONTRACTOR proposes to carry
out during the ensumg year. During the exploration period,
such Work Program and Budget shall be at least sufficient o
satisfy CONTRACTOR’s minimum expenditure obligations for
the perind it covers, taking into account any credits for excess tx-
penditures by CONTRACTOR in prior exploration periods.

The Iixploration Work Program and Budget shall be reviewed
by a jo'nt commtttee to be established by EGPC. and CONT-
RACTQOR after the Effective Date of this Agreement. This Com.
mittee, heremafter referred to as the “Exploration Advisory Gom-
mittee”. shall consist of six (6) members, three (3) of whom shail
be appointed by EGPC and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be desi-
gnated by EGPC from among the members appointed by it. The
Exploration Advisory Committee shall review ane give such ad-
vice as it deems appropriate with- respect to the proposed Work
Prograrn and Budget. Following review by the Exploration
Advisory Committee CONTRACTOR shall make such revr-
sions as CONTRACTOR deems appropriate and submit the
Exploration Work Program and Budget to EGPC. for 1ts appro-
val. I+ is further agreed that :

() CONTFRACTOR shall net substantially revise or modity
sait Work Programe and Budget nor reduce the approved
hudgeted expenditure without the approval of EGPC.

(1) Ir. the event of emergencies involving danger of loss of lives
or property, CONTRACTOR may expend such additional
urbudgeted amounts as may be required to alleviate such

danger.  Suech expenditure shall be considered im all
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respects as exploration expenditures and shall be recovered

pursuant to the provisions of Article VII hereof.

CONTRACTOR shall advance all necessary funds for all
material, equipment, supplies, personnel, adminmistration and
operaticns pursuant to the Exploration Work Program and Bud-
get and EGPC shall not be responsible to bear or repay any of

th¢ aforesaid costs.

CONTRACTOR shall be responsible tor the preparation and
performance of Exploration Work Program which shall be im-
plemented in a workman-like manner and consistent with good

industry practices.

Exc=pt as is appropriate for the processing of data, labora-
tory specialized engineering and development studies thereon,
to be made in specialised 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 m the

-A.R.E.

CONTRACTOR shall entrust the management of explo-
'ration operations in the A'R.E. to its technically comptent ge-
neral mznager and Assisant Manager, the names of such
manager and assistant Manager shall, upon appointment, be
forthwith notified to the GOVERNMENT and to EGPC. The

EI’vﬂmag&:r and, in his absence, the Assistant Manager, shall be
' entrusted by CONTRACTOR with sufficient powers to carry
| out immediately all lawful written directions given to them by

the GOVERNMENT or its representative under the terms of
| this Agrecment or lawful regulations issued or hereafter to be

issued which are applicable hereunder and not 1n conflict with

this Agreement shall apply to CONTRACTOR.
;

'CONTRACTOR shall supply EGPC within thirty (30) days

‘from the end of each Calendar Quarter with a Statement of
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Exploration: Activity showing cests incurred by CONTRACTOR
during suca Quarter. CONTRACTOR’s records and neces-
saiy supporting documents shall be avadahble for mspectior by
EGPC at any time dusing regular working hours jor three (3)
months from the date of receiving each statement.

Within the three (3). months from the date of receiving such
Statement, EGPC shall advise CONTRACTOR m writing if 1t
considers f

({) that the record of costs is not correct, or

(zi) that the costs of goods or services: supplies are not m line
with the imternational market prices for goods or services
of similar quality supplied on simlar terms prevailing at
the time such goods or services were: supplied, provided,
how-ver, that purchases made and services pefforméd

within A.R.E. shall be subject to Article XXV, or

i) tha the cendmien of the materrals furmished by COIN-
" TRACTOR docs not tally with their prices, or

(iv) that the ceosts lacurred are not reasonably required fer
operatmens.

CONTRACTOR shall confer with EGPC in connection
with the preblem thus peesented  amd pasties shall attempt ta
reach a settlement which is rantualty satisfactory. It within
the e Norit of the three (3) monthe period provided for m
this paragraph, EGPC has not advised CONTRACTOR of its
objecticn to any Statement, such Statement shall be considered

as. appraoved.

B within the time Limit of three (3) months E&GPO has ad-
vised contractor of its objections to any statement then coW-
trzetor- shail confer with. EGPE in connection with the problcim
thus. presented and the parties sball attempt (O reach a fimal
settelment thereto.
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{g) CONTRACTOR shall supply all funds necessary for its opera-
tions in ALR.E. under this Agreement in freely convertible
currency from abroad. CONTRACTOR shall have the right
to buy Egyptian currency whenever required and the conver-
sion shall be made at the local banks in the A.R.E. according
to the Offical A.R.F.. Rate of Exchange.

Article V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

M ndatory :
At th2 end of the second (2nd) year after the Effective Date

hereof, CONTRACTOR shall relinquish to the GOVERNMENT
a total of twenty five (25) percent in Exploration Blocks of the -
ginal Arez not then converted to a Development Lease or Leases.

At thte end of the fourth (4th) year after the Effective Date

. hereof, CONTRACTOR shall relinquish an additional twenty five
(25) percent in Exploration Blocks of the original Area not then cou-

verted to a Development Lease or Leases.

Without prejudice to Article IIT and XXI, at the end of the
sixth (6th) exploration period, CONTRACTOR shall relinquish the
remainde- of the original Area not then converted to a Development
Lease or Leases.

Voluntary :

- CONTRACTOR may voluntarily during any period relinquish
sll or any part of the Area in Exploration Blocks provided that at
he time of such voluntary relinquishment its financial obligations

or exploration expenditures under Article IV paragraph (b) have
deen satyifved {op SMel PM
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Any relinquishments hereunder shail be credited toward the

mandatory provisions of the above paragraph.

Followingﬂbtmlmercial Discovery EGPC and CONTRACTOR
shall mutually agree upon any Area to be relinquished thereafter,

except for the relinquishment provided for above at the end of the
total exploration period.

Article VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

() On Coemmercial Discovery, EGPC and CONTRACTOR shall
form in. the A.R.E. an operating company which shall be called
KHALDA PETROLEUM COM PANY, hereinafter referred to
as Opcrating Toempany, Operating Company shall be subject
to the laws and regulatiens #n force in the AR.E. to the extent
that stch laws and regulaticns are not inconsistent with the
provisions of this Agreement or the Charter of Operatmg Gom-
pany; however, Operating Company shall, for the purposcs of
this Agreement, be exempted from the foliowing laws .and
regulavions as aow or hereafter amended or substituted :

__ Law No. 26 of 1954 concernmg cerain provisions on joint
stock compandes, partnership and Timited liability com-
panies, as amended;

— Law No. 141 df 1963 on Representation of Employecs and
Workers on the Boards of Gompanies;

— L.aw No. 60 of 1971 on Public lastitutions; and
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— Law No. 97 of 1976 organising dealings in the foreign
CIIITENcIes;

— Law No. 48 of 1978 on the Staff Regulations of Public
Crompanies;

—  Eresidential Decree No. 1868 of 1974 restricting some con-
t-acts of work of the Government to Public Institutiosns
and Corporations and Public Sector Units;

The Charter of Operating Company is hereto attached as Annex

“P* yithin thirty (30) days after the date of Commercial Dis--
coverv, the Charter shall take effect and Operating Compaity .

shall automatically come into existence, without any further
procedures.

Ninery (90) days after the date Operating Company comes 1nto
existence in accordance with paragraph (b) above, 1t shall pre-
pare a development Work Program and Budget for the rema-
inder of the vear in which the Commercial Discovery is made;
and not later than the first (1st) of September of said year (or

<uch other date as may be agreed upon) and the first (1st) of

Sept=mber of each year thereafter, Operating Company shall
prepare an annual Production Schedule, Work Program and
Budyret for the succeeding year. The Production Schedule Work
Program and Budget shall be submitted to the Board of Direc-
tors for approval and to be finally approved by EGPC.

Not later than the twentieth (20th) day of each month. Opera-
ting Company shall fumnish to CONTRACTOR a written esti--
Jate of its total cash requirements for expenditure for the first
half and the second half of the succeeding month expressed m
U.S Dollars having regard to the approved Budget. Such es-

timate shall take into consideration any cash expected to be or
hand at month end.
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Pagraent for the appeopriate period of each moath shall be
made to the correspondent bank designated in paragraph (¢)
below om the: first (Ist) day and fifteenth (15th) day respectavely;
or the next following busmess day, if such day is not a business
day. _ "

(¢) Operating Company is authorized to keep at its owir disposal
 abroad m ar aceourd opened with a correspondent bank of the
National Bank of Egypt, the forcign funds advanced by CON-

- TRACTOR. Withdrawals. from said account shall be used iot

. payment of goods and services acquired abroad and for trans-
ferring t» & local bank m the A R.E. the required amomnts to
meet expenditures. n Egyptian Pounds, for Operating Company
‘in connection with its activities under this Agreement. |

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submyt to the appropriate exehange
“-contre anthoritres iz the A RE. a staterment, duly certibied: by
_ a recogrized firm of auditers, showing the funds eredeted to that
~ account. the disbursements. made out of that account and the
balance nutstanding at the end of thre year.

(f) ~ If and for as long during the period of preductiorr operations
there exists a genuine excess capacity in faciiities which cannot
during the period of such excess be used by the Operating Com-
pany, the Contractor will consult with EGPC to find a mutuaiiy
agreed formula whereby EGPC may use the excess capacity if
it so desires without any Fimancial, Operatiowal or other dis-
advantase to- the Comtractor.

Article Vb
RECOVERY OF COSTS AND EXPENSES
AND PRODUCTTON SHARTNG
a) (1) €ost Reeovery Crude OF :

Subject t the auditing provision umder this
Agreement, CONTRACTOR shall recover all costs
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amu expenses in respect  of all the exploration, development,
and related operations under this Agreement to the extent

anl out of forty (40) percent per annum of all Crude Ol
produced and saved from all development leases within

the: Area hereunder and not used in petroleum operations.
Such Crude Oil is hereinafter referred to as Cost Recn-
very Crude Oil.

For all Exploration, Development and Production here-
under, such costs and expenses shall be recovered from Cost

Recovery Grude Oil in the following manner :

(1) All Operating Expenses, incurred after initial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on which the first re-

gular shipment is made, shall be recoverable either in
the T'ax Year in which such costs and expenses are
incurred and paid or the Tax Year in which initial

Commercial Production occurs, whichever is later date.

(¢} Exploration Expenditures including those accumula-
ted prior to the commencement of initial Commercial
Production, which for the purposes of this Agreement
shall mean the date on which the first regular shipment
i1s made, shall be recoverable at the rate of twenty five
(25) percent per annum starting either in the Tax Year
in which such expenditures are incurred and paid or
the Tax Year in which initial Commercial Producticn
commences, whichever is later date.
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(1) Dcvelopment expenditures, ncludmyg those accumula;
ted prior to the commencement of mitial Commercial
Production shall be recoverable at the rate of twenty
five (25) percent per annum starting in the Tax Year
in which such expenditures are incurred and paid or
the Tax Year in which mitial Commercial Production

commences, whichever is the later date.

(iv) To the extent that, in a Tax Year, costs, expenses Or
expenditures recoverable per paragraphs (1), (i1) and (iii}
preceding exceed the value of all Cost Recovery Crude
0il for such Tax Year, the excess shall be carried for-
ward for recovery in the next succeeding Tax Year or

Years until fully recovered, but in no case after the

termination of the Agreement, as to CONTRACTOR.

{(v) For the purpose of determining the classification ol
all costs, expenses and expenditures for thewr recovery,
the follewing terms shall apply -

1. “Exploration Expenditures” shall mean all costs
and ‘expenses for Exploration.

9. “Development Expenditures” shall mean all costs
and expenses for development with the excepiion
of operating expenses.

3. “Operating Expenses” shall mean all costs, €X-
penses and expenditures made after initial Com-
mercial Production, which costs, expenses and ex-

penditures are not normally depreciable.
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However, operating expenses shall include work
over reparr and mamtenance of assets but shalj
not include any of the following : side tracking,
redrilling and changing of the status of a well from
oil well to water well and vice versa replacement
of assets or a part of an asset, major overhauling
that extends the life of the asset, additions, impro-
vements and renewals.

(1) It is understood and agreed upon that the recovery
of costs and expenses as based upon the rates referred
above shall be allowed to each quarter proportionately
(one fourth to each quarter). However, any allowable
costs and expenses not recovered in one quarter. as thus
allocated, shall be carried forward for recovery i the

next quarter.

(2) CONTRACTOR shall each y;ar take and separately dis-
f)o;c of all Cost Recovery Crude Oil produced, except at
provided in sub-paragraph (a) (3) below of this Article VII,
plus its share of the balance of the Crude O1l as stipulated
in paragraph (b) below of this Article VII. To the extent

that the value of the Cost Recovery Crude oil (as deternmun-
ed in sub-paragraph (c) below) exceeds the actual recover-
able costs and expenditures, including any carry forward
from paragraph (a) (1) (iv) above, then EGPC and CON-
TRACTOR shall share all the Excess Cost Recovery Crude
Oil in the same percentages as set forth ‘below in this
Article VIT (b) hereunder.
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The remaining sixty (60) percent of the Crude O1l shall be
taken and disposed of separatety by EGPL. and CONTRACTOR
according to the following mcremental scale :

Crude Qil produced and

saved under this _Agreﬁ— -
ment ancd not used In Pet- .

rolewr. operations
barrels per day

-_—"

With respect to the Pm?
duction segment 25006
BOPD |
(Quarterly average)

With respect to the Pro-

ductior segmeent 23,000—

50,000 BOPB
(Quart crly average)

With respect to the Pro-

duction segment 30,800—

75,000 BOPD
(Quarterly avera oe)

With 1espect &0 the Pro-
duction segment 75,000—

Eight}r two and

;
i

-~ EGPC Share
%

j

_ _1

1
B

Seventy Tive (70)
percent

f
I

!

s

Sevenry seven am:l:
a halt (77.5)

percent

Fighty (80)

peroent j

a halt (82.5)

percent

100,000 BOPD

(Quartrrhy average)

With gespect tc the 'Pm-ﬁ
duction segment OVEr ]
100,000 BOPD
(Quarterly average)

Eighty five {85)
percend

CONTRACTOR

Share
%

- rrmrss ¢ —— . L.

Twenty five (25)
percont

Twenty two and
a hatf {22.5)

percent

Twenty (20}
percent

Seventeen and

| a half (17.5)

percent

Fifteen (15)
percent
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(¢) (1) Itis the intent of the Parties that the value of the Cost Re-

2)

covery Crude Oil shall reflect the prevailing market price
for Grude Oil.  For the purpose of evaluating the prevailicig
market value of the quantity of Cost Recovery Crude Oil
to wkich CONTRACTOR is entitled hereunder during each
calendar semester, the weighted average price realized for
comparable quantities on comparable credit terms in freely
convertible currency from F. O. B. point of export sales to
non-affiliated companies during such semester at.armslength
by e.ther EGPC or CONTRACTOR under all Crude Oit
sales contracts currently in effect, but excluding crude oil
spot sales not consistent with prevailing market prices for
similar Crude Oil and also excluding Crude Oil sales con-
tracts involving barter, whichever is higher, shall be used.
It 15 understood that in the case of G.LY. sales, approp-
riate deductions shall be made for transport and insurance
charges to calculate the F.O.B. pont of export price; and
always taking into account the appropriate adjustment ftor
quality of crude oil, freight advantage or disadvantage ot
port of loading and other appropriate adjustments. Ne-
ver:hless, if CONTRACTOR considers the value of the
Cost Recovery Crude Oil so determined not to reflect the
ma: ket Conditions prevailing during the calendar semester.
CONTRACTOR and EGPC shall meet and mutually agree

upon the price..

If during any calendar semester there are no such sales by
EGPC or CONTRACTOR under Crude Oil sales cori-
tracts currently in eftect, EGPCG and CONTRACTOR
shall meet and rmitual:ly agree upon the price of Crude
O1l to be used in detennining the value mentioned in sub-
paragraph. (c) (1) above, pending such mutual agreement



oo o ey 51 (V) (=) e Al ) Comgey o e AT s
ew kb O 2Dt g oy 1Y O G Lgl (¥) () 4 41 & adll
o Clilly Bl dle casl gdl adb ddad dm ade

Gd JS e J3 ) obdeall LS A2l A Bl 2V e (5)
Joliad 4ok LIS 15 (S8 e Lop (R0) Opne 40 53 40
Slleadb LS &5 2l a0 Jg i 4l dhes e a1
LT Y 0dn o gar Ll te BlimVhy terlil o o
via L B Ay )t debialld g0 Sy 8y Sl 4y it T i
5l Tall Ll s @bms UL LEH 2 e
sl 2 1 Sl RS A By ¢ L oE e i S
o M 10 (855 s Loty Las ) 0 50 gl
FNNC- P - N RS S Y
o AStEWE oo b It o AT (1 2T

LS R SN WPRPERP SRR PR N ey Gl J sl (-2)
(@} 2 () e Al o Adl e sl ddats X\ pladl s M
Hid b 3 Lame ST @ Gall Jelily o LM sda
e am ws Abas A5 G Lo 2B G lede Jam 11
Ao dinzldl JUE 85 28 045 OF bob jaall aladl o

v da b 8ok Lhs () (1) 5,28 anllt S5LAN Lo 5o 450

Lodls Sl o (o5l r 3V ey b Lo e Slae G (1)
o gl dhi e OWU Oleed dgde Sl o1 Lo sl




1y

VEAN & u-n_)_ta o d ( )fb \0 Sl 41:.4_,..;_}11 E".’J‘?‘h

——

(d)

the price used shall be the last price determined puisuant
to sub-paragraph (c) (1) or under this sub-paragraph ¢}
(2) whichever is later, and appropriate adjustment will he
madde thereto after determination of a mutually agreed

price by EGPC and CONTRACTOR.

Operating Company shall prepare (not less than ninety (90) days
prior to the beginning of each calendar semester following
regular production) and furnish in writing to CONTRACTOR
and EGPC a forecast setting out the total quantity of petroleum
that Opcrating Company estimates can be produced, saved and

“transported hereunder during such calendar semester in accor-

(e)

()

dance with good eil industry practices, Operating Company shall
endeavour to. produce each calendar semester the forecast quan-
tity. The Crude Oil shall be run to storage tanks constructed
n:a‘ntain :d and operated according to Government Regulations,
by Operating Company in which said Crude Onl shalt be mete-
red or otherwise measured for royalty, and the other purpo.es
required by this Agreement.

CONTRACTOR shall have the right and the obligation to
separatel; take and dispose of currently all of the Crude Oil to
which it is entitled as is determnined in accordance with sub-
paragraphs (a) and (b) of this Article. Subject to payment of
sums due EGPC under Arsticdles VII (a) (2) and IX, GOIN-
TRACTOR shall have the right to retain abroad all funds
acquired by it abroad including the proceeds from the sale of

its share of Crude O1il exported.

At a reasonable time prior to the commencement of Commer-

cial Production EGPC and CONTRACTOR shall meet and
agree upon a procedure for scheduling tanker Littings from the

agreed upon point ot export.
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Articie VIII
TITLE TO ASSETS

EGPC shall become the owner of all assets acquired and ownzd
by CONTRACTOR in connection with operations carried
out by CONTRACTOR or Operating Company in accordance
with the following :

(1) Lanc. shall become the property of EGPC as soon as it is
purchased. - '

'2) Title to fixed and movable assets shall be transferred auto-
matically from CONTRACTOR to EGPC as they become
subject to recovery in accordance with the provisions of
ArticleVII: however, the full title to fixed and movable
assets shall be transferred automatically from GONTRAC-

TOR. to EGPC at the end of the year when its total cost
has been recovered by CONTRACTOR in accordance with

the provisions of Article VIL, or at the time of termination
of the Agreement, whichever first occurs.

The Book Value of the Assets created during-each
calendar quarter shall be communicated by CONTRAUC-
TOR to EGPC or by Operating Company to EGPC and
Cont-actor within thirty (30) days of the end of eacr

quarter.

During the term of this Agreement and the renewal period

“ONTRACTOR and Operating Company are entitled to the
cull use of all fixed and movable assets in connection with ope-

rations hereunder in (1) the Area and (2) any other area approved

by EGPC and CONTRACTOR and proper accounting adjus-
tment shall be made. CONTRACTOR and EGPC shall not

dispose of the same except with agreement of the other.

CDNTRACTOR may freely import into ARE., use therein
and freely export at the end of such use machinery and equip-

ment which it either rents or leases In accordance with good

industry practices.
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-~ Article IX =
BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
sum of two hundred and fifty thousand (250,000) U.S5. Dol-

lars on the Effective Date.

COMTRACTOR shall pay to EGPC the sum of two hundred
and fifty thousand (250,000) U.S. Dollars before the renewal of

the first extensicn exploration period as a deferred signature

b0nu No

CONTRACTOR shall also pay to EGPC the sum of five
kuncired thousand (500, 000) U.S. Dollars before the renewal of

the second cxtension exploration period as a deferred signature
bonus. |

Twa (2) million U.S. Dollars as a production Bonus, when for
the first time total average daily production is sustained at a
rate of fifty thousand (50,000) barrels per day for a pericd ot
thirty (30) consecutive producing days. CONTRACTOR shall
also pay to EGPC the additional sum of four (4) million U5
Doliars as a Production Bonus when for the first time total
average daily production is sustained to the rate of one hund;'egl;
thousand (100,000) barrels: per day for a period of thirty (30}
consecutive producing days. And CONTRACTOR shall also
pay to EGPC the additional sum of six (6) million U.S. Dcllars
as 2 production bonus when for the first time total average daily
production is sustained at the rate of one hundred and fifty
thousand barrels per day for a period of thirty (30) consecutive

praducing days. Payment of any of the above B(mu‘;f:e will Le

_ made within- fifteen. (15) days thereafter
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(d) Both aforesaid Signature and Production Bonuses shall ncither
| be rrecovered nor amortized by CONTRACTOR.

(¢} In the event that EGPC elects to develop any part of the arca
pursuant to the sole risk provisions of Article ITI (¢) heremn

above, production from such sole risk area shall be considered

for the purposes of this Article IX only if CONTRAGTOKR

exercise its option to share in such production, and only from
the initial date of sharing.

Article X
OFFICE AND SERVICE OF NOTICE

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

The General Manager and Assistant Manager shall be entrusted
by CONTRACTOR with sufficient power to carry out immediately
all local written directions given to him by the GOVERNMENT
or its representatives under the terms of this Agreement. All lawfnl
reé'ulatic ns issued or hereafter to be issued which are applicable he-
reunder and not in conflict with this Agreement shall apply to the
duties and activities of the General Manager and Assistant Manager.

All ‘matters and notice shall be deemed to be validly served which

are left at the office of the General Manager or which are sernt to
“him by registered mail to CONTRACTOR’s office in A.R.E. .

All thatters and notices shall be deemed to be validly served
“which-are left at the office of .the Ghal,rman of E.GPC or Wthh are
- sent torhirh by: rﬁgj,stered mall at EGPC’s main office in Cairo.



——_—__—___________—————————.-'—'

(526 40l s>LAl)
.QJL...Q‘:JI'I S'rb,.'}-l d_,,-.ul ‘}M&Ll

{5 de bl Obs) AN B Ass O SUeall 4Ll S 2 e (1)
ij.ﬂ a3 C_\. o ol aclo 3 4y aile dinzs A guall” Jlo gl
J.n-.‘-‘-'r_” «...JL-LQ.E FLA.\JJ(...: ‘5"{_5- LJ@)Y!'?:-LL-‘L_.-RJ jl OJB 4.9\_-_.::? ﬁ\

S 4G e S it Lolast s oK ¥ 31 DN L ()
¢ 4#'\,31_‘ ot ely > gale Jlaiab W AID OIS (3 3adale 4
Db ol abels 32042 Ol ra Ja ! Etzsl Gemm N Al
B0 o Jpand] A W Anby 35 G el Al e dals 2l
REEIA B G R+

Sl Sl LI g5 OF Slleall LS A &2 e (5)
sdn Je iy e ded e IS o U el e Y el U8 !
lag sl Aol Sl e Lelles o1 e g8l JI OB L
..._mdh..{_,_,___,axllt.) Le o (\“#)JJJ)“):-(—«U.'}juafn

oo i dolall 4o _,ng oY Al J Ol Y LY o OhL

UJ—-M ‘UJ 20 Ja.-l ;__:13_5\;‘ C_..c._ﬁ- (_3 L@.__-::-..a.‘ salael ..__,.::a::l.a 4a_L:_..U
. r-:l “ “ L rf. "



Article X1

SAVING OF PETROLEUM AND PREVENTION OF LOS>

(a)

(¢)

(d)

Operating Company shall take all proper measures, according
to generally accepted methiods in use in the o1l industry to prc-
vent loss or waste of petroleum above or under the ground in
any form during drilling  producing, cathering and distributing
or storage operations. The GOVERNMENT has the right
prevent any operation on any well that it might reasonably ex-
pect would result in loss or damage to the well or the oil field.

Upon completion of the drilling of a productive well, Opera-
ting Company shall inform the GOVERNMENT or s rcpre-
sentative of the time when the well will be tested and the pro-
duction rate ascertained.

Except in instances where multiple producing formations n the
same well can only be produced economically through a single
tubir g string. Petroleum shall not be produced from multipie

oil carrying zones through one string of tubing at the same time ,
except with the prior approval of the GOVERNMENT or 1ts

representative.

L

Operating Cempany shall record data regarding the quantities
of Petroleum and water produced monthly from each develop-
ent lease. Such data shall be sent to the GOVERNMENT
or is representative on the special forms provided for that pur-
pose: within thirty (30) days after it is obtained. Daily or
weekly statistics regarding the production from the area shall

+e available at all reamnable times for examination by autho-
rized representatives of the GOVERNMENT.



VAAY Lo pileo d (T) b Yo sl s s 20l

Sl Dl s Al o by An 6 SBLIL 5 G ST oy (o)
TR T VA e Ly £33 13 e s Y o
a\:ll _;i {.._Jl_’Ll.lI Lol _ﬂ 3353_#;::]1 t._.}Lﬂ-_Ll” duL..aJ Ji:“ (_3 aloale

. Dl

(:)i\- g_:h_,-.f-:'d "UL.S‘ J..‘l.) _f“‘"U J:a.(.é\.(:“ L._SJJJ::,” L:’, ng_&jp. ‘_;1,_‘_;? cgfij
¢ e pKall e ail )l sl 5O

( 5 i ML‘:‘JI 53] )
dl:_S)JJ,:z:.“ .__;,ic"m:,‘y}

" 7_9[3.“9 r‘_ngulj C.:Ll.u_ib i,ofLa.' ﬂLf,..::..H_g J;L’:’;ﬂ; ﬂi...g‘u ’?'-'.-n-...ud ( ": )
a-k._._h &_5\..::}.: n._:U.u.“ -L.a.....: ,_)_5.4_3,0; ds-m t._.-JL'-v-Yi :-'LJ! Q”"
Cl“J ol g .aljll; S bty Slaalls :.,Y'SII st _pzab
dsten Jon oo S131 i e dpadl Sl 450 N
Ay ol i1 o Wheatal §gaaie 5, o dl <L o0 5T 20l
o adlaN) ads 200 dladl Ll

Slla't 45 Sy Qs dbge oo wﬁ i ga JC o e ()
list e € 3,50 o) eIl L_..li AUl e o alall U«J_gl.al‘_j o
:ﬂ}..hdJi ‘_,uqhwdwu sl €4S eadl o g J1 SIS

Bl I3 @ L dadesll Aty 3G Sl < I.x,Jt

{30 L L;‘SH RPN .>IJ~.,_...,\ -g}f a1 S - _.bj.;.....!_j ( adxl g

Gt b.s,_,...,, L oV et ol L—Sr.d._,.»\_g s gall i

Pu‘ﬂb}i@”d&‘ar& r dwd\_;_yﬁﬁys/uﬁﬂ



(¢) Daily drilling records and the graphic logs ot wells must show

()

the quantity and type of. cement and the amount of any other
mater als used in the well for the purpose of protecting Petro-
leum, gas-bearing or fresh water strata.

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

* reoresentative of the GOVERNMENT.

Article XII

CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and their for-
eign contractors and sub-contractors engaged In carrying on
operations under this Agreement shall be permitted to 1mport
and shall be exempted from custom duties, with respéct to the
importation of machinery, equipment, vehicles, materials, supp-
lies, consumable items and movable property, when certificd

by a responsible representative of EGPG, to be used solely m

carryiag on operations under this Agreement.

Each expatriate employeec 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 household goods,
consuimable items foodstuffs (within the linmts approved by
Ministery of Petroleum) and personal effects including one
autorr obile provided, however, that such properties are impor-
ted fcr the sole use of the employee and his family and prov:-
ded, further; that no such property imported by the employce
shall e resold by him in the A.R.E. except in accordance with
GOVERNMENT regulations.



sdadl o dn o ol V¥

\‘KA\:LUAJEOJ(F\)GE'\#

S U sas e (V) 5l G e o gadl sV g Y (2
N ) R et i &Pl .

Q_G,L_,_‘.a _}\ "‘-GJLM il 4_.,_‘;}1 J_Ln ;_3 \g VR R -:l:___..‘.ﬁ

I -~ \
L-hl-'-':t C-—--‘-‘ Y h-}_,#?-j Lil.-.-...:-? ﬂ. Sl Y- 1

jl:...ui_f,‘- L-'h‘st-'ﬁﬂ" L,.-_;.}\..!_*j

L']c fjﬁl;: J:_f. ‘BI ( C {"# Lg L j-*—-"»--*? i \‘ ,Lﬂj!‘ ,_3
“,_.JE.! plat )3 >y granki £ o2 Rl oy FNERART \ o } 3 i

. ‘_Jul_..ﬂ 4 L}cj* Rl gal >l e ufr:....: % &j’f,.:::jit

e " e.f'\ﬁ:_i L.)l-— a e M -'”L-J‘L’ ‘-) ¥ "::-'}J": ('3)

& g 2n ildeddl e Bl g aloaz i C;“L;z_ﬂ_, Slegit s of Hl {a)

é«rﬂwcd \.@:..J _,-,m JL;M/U dor) Lo J‘_}J (j‘JI a LB\.QJ\“ p.luh
qﬁf_.g.:.u-.:j,_“ ,.acL..o}J\ aMdud_L..J Ln‘_)_gf_...l‘ C.....Ju 31 b
o G e (.5: L___._g:-:lc» Jhi_mi 5 d.......}J..D L._.m\f _31 g_:..d\f-l’ _j

JPACISIIN PN WA L S P Aladts AWHPENIIIN Y
Lgb Oliaall L@t 45 2l of Jatall ledo s Jleni M dsa Lo
sl L sl o0 p s e o e 1) %l 51 és A
S a ald 151 Jolalts gl ass! Gy Jslddl & als 1

(‘H_)(u.bo_}.)dul__ﬂ! ib...-prjl‘__ggd)_’;:u(u L,’r.‘b gLﬂJ‘

tufp um‘_;s_g-lk__..ﬂﬂ_}\ﬁ a>



VF  AAAY G ol 0 G (T) mb Yo 2l daen S e o)

()

)

The exemption provided in (a) of this article siiall not apply
any imported items, when EGPC considers and shows that
iterns of the same or substantially the same kind and quality
are manufactured locally and are available for purchase and
timely delivery in the AR.E. at a price not higher than ten (1)
percent more than the cost of the imported itemn before customs
duties, but after transportation and insurance Costs have been

added.

Without prejudice to Article VI11, any of the items imported
into the A.RE. cither exempt or not-cxempt Irem  Custonms
duties, taxes or impests under this Article may be exported @
the importing party at any tm? without the naymont of anv

export duty, or 1mpost.

Used -— but serviceable material, equipmerit and goods resulting

L iR ¥
HY%

o

from operations hereunder may be «old within the A R.L.
vided that the purchasers pay the applicable customs i,
taxes cr imposts, if any, except if sold to FGPC or an affiliated
company of EGPC.

Material equipment and goods so damaged or used as to be
non-serviceable and which are classified by CONTRACTCOR

or Qperating Ccmpary as scrap Of junk {any such CON [-
RACTOR’s appraisal being subject 10 EGPC approval and
any such Operating Lompaty sppraisal being subjcct to EGPO
+nd CONTRACTOR approval) may be sold as scrap or junk

without payment of custcms duties, taxes Or “MpoOsts.



VAN Lo ol 0 B (1) mb Yo oaall L lan Jsn ol Vg

by o Adl G adl Ll sl CJ;Jl o Oldes of o1 Ul 3 (J)
DG sl e gl sas e SObanl) £ 57 Al 50

Mol oo AT e o3 1 (‘J Lo ol mlb Jalall ot
4___._4]\‘5|i .x?.}o\“,UJUJ.»,.E_&L@@.\,“.@;J.U%U o

LY sde @ Wil Lo gon G 45 el o N1y Jouts )
ezl ) Lol AN S8 S TS el e ) BS
La51aT Gt 1 (ol Ldad Sleds ds Loyl miy L

o 33 gzl LNV ST o b Sl o

Jas I paeal G bgin 61 oo o 2tlls Gl Dol 055 ()
U;\ e \ozs 12| - ua,:.»j uJ\ dol> o5 Aala Y edp 3 4] JLeay

Sle gsalls Al L Ollaadl 5l

FBs ALl Sl 4 S s Jalally 2 JV 0 IS 55 (1)
JJURRPRY Ll 3y b s 3 e G 8 bl
Lo Jdaalls @ alt L tujw gy (&) Gl 5 ol
6 AN et S S 4 ¢ u_j_r.J‘ acl_o & Wl 3 Ad__. 2
¢ 33N a3 (oatie Jleel o da b e g 40 SNl s
0A_ b pothe 4 sl et Jg mdi A3 LS S @ Ly
o o> el LI Iy Dol ey ¢ 33
S sl by ;_,\;sr,.x-j el Led 1ua. L REAUR I
Wlios o1 4o ool b g3 lleadl ASN 352l piis g ¢ 4G Y1



Yo

(&)

(h)

LaAN A uﬂ;\* - .3 (T) C’\J \"‘ -34’-]‘ — 1::""““.JH ;J‘:’..J?"H

In the cvent of such sale under paragraphs (e) and (f) above
the proceeds from such <ales shall be divided in the following

. mannecr .

CONTRACTOR shall be entitled to reimbursement of 1ts
unrecovered cost, if any, in such material or equipment and the

excess, it any, shall be paid to EGPC.

. ' . . ' ;
Customs duties’, as used herein, shall include all duties, taxes

or imposts (except those charges paid to the GOVERNMENT

for actual services rendered), which are payable as a result of the
importation of the itern or items ander consideration.

There shall be no licence required, and CONTRACTOR and
EGPC and their respective buyers shall be exempted from any
duty, tax, fee or any other financial impost in respect of the

export of Petroleum hereunder.

Article X111

BROOKS OF ACCOUNTS -— ACCOUNTING AND PAYMENTS

{a)

EGPC, CONTRACTOR and Operating Cumpany shall each
maintain at their business offices in the A R.E. books of accounts,
in accordance with the Accounting Procedure in Amnex “E”
and acrepted accounting practices generally used n the Pet-

roleum industry, and such other hooks and records as may be
necessacy to show the work performed under this Agreement,

including the amount and value of all Petroleum produced and
saved hereunder. CONTRACTOR 2nd Operating Company

shall kz2ep their books of accounts and accounting records in
United States Dollars. Operating Con.pany shall furnish to the

GOVERNMENT or its representative monthly returns show-
ing the¢ amount of Petroleum produced and saved hereunder.
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Such returns shall be prepared in the form required by thc
GOVERNMENT, or its representative, and shall be signed by:
the General Manager or by the Assistant Manager or a duly
designated deputy, and delivered to the GOVERNMENT or

its representative within thirty (30) days after the end of the
month covered in the retumn.

The aforesaid books Of accounts and other books and records
referred to above shall be available at all reasonable times for

inspection by duly authorized representatives of the GOVERN-

CONTRACTOR shall submit to EGPC a Profit and loss State-
ment {or the Calendar Year not later than March 15 of the

follow' ng year to show its net profit or loss from the Petroleurn
operations under this Agreement fer such year.

CONTRACTOR shall at the scm: time submit 2 year end
Balance Sheet for the same Calendar Year o EGPC. 'The Ba-
tance Sheet and Financial statements shall be certified by an
Egyptian certified accounting firm accepted by EGPC.

Article XIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shall preparc
and at all times while this Agreement is in force, mamtain ac-
curate and current records of its operations in the Area here -
under. CONTRACTOR and/or Operating Company shall fur-
nish the GOVERNMENT or its representative n conformuty
with applicable regulations or as the GOVERNMENT or its
representative may reasonably require, information and data con-
cerning its operations under this Agreement. Operating Com-

pany will perform the functions indicated in this Article X1V in
accordance with their respective role as specified in Article VL.
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CONTRAGTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portion of
each sample of cores and cuttings taken from drilling wells, to
be dispised of or forwarded to the GOVERNMENT or its re-
presentitive in the manner directed by the GOVERNMENT.

All samiples acquired by CONTRACTOR and/or Operating

Compaay for its own purposes shall be considered available for
mspection at any reasonable time by the GOVERNMENT or

its representative.

Any such samples which CONTRACTOR or Operating

Company has kept for a period of twelve (12) months without
recelpt of instructions to forward them to the GOVERNMENT

or its 1epresentatives or elsewhere may be disposed of by Con-
tractor or Operating Company at its discretion.

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

representative of the Government.

Originals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other
data which must be processed or analysed outside the A.R.E.
may Le exported if a monitor or a comparable record, if avai-
lable i3 maintained in the A.R.E. and provided that such exports
shall e repatriated to A.R.E. on the understanding that they

' belong to EGPC.
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(¢) During the period Contractor is conducting the exploration op-
erations, '~ontractor shall permit EGPC through EGPC’s duly
authorized representatives or employees to have full and com-
plete access to the Area at all reasonable times with the
right to observe the operations being conducted and to 1ns-
pect all assets, records and data kept by Contractor. EGPGs
revresentative in exercising its rights under the preceding sen-
tence of this paragraph (e) shall not interfere with Contractor’s
operations. Contractor shall provide EGPC with copies of any
and all data (including, but not limited to, geological and geo-
physical rzports logs and well surveys), information and Interpre-
tations of such data and other information in Contractor’s pos-
session. All such data and informaticn shall be strictly confiden-
tial and shall not be divulged by EGPC except to affiliated com-
panies or oy the GOVERNMENT, without the consent of CON-
TRACTOR while this Agreement remains in force. However,
for the purposes of obtaining new cffers the GOVERNMENT
may show any other party geophysical and geological data (the
age of which is not less than one year) with respect to the area

adjacent to the area of such new cffer.

Article XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in law
towards third parties for any damage caused by CONTRACTOR';

exploration operations and shall indemnify the GOVERNMENT
and for EGPG against all damages for which they may be held liable
on account of any such operations.
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Article XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly-authorized representatives of the GOVERNMENT shall have
access to tae Area covered by this Agreement and to Operations COn-
ducted thereon.  Such representatives may examine the books, regi-
sters and records of EGPC, CONTRACTOR and Operating Com-
pany and make a reasonable number of surveys, drawings and tests
for the p1 rposes of enforcing this Agreement. They shall, for such
purposes, be entitled to make reasonable use of the machinery and
instruments of CONTRACTOR or Operating Company on the con-
dition that no danger or impediment to the operations hereunder shall

aﬁﬁe directly or idirectly from such use. The GOVERNMENT 1n-
demnifies and snall reimburse CONTRAGTOR or Operating Com-

pany for any loss or damage which may in fact result from any such
use of said machinery and instruments.

Such representatives shall be ziven reasonable assistance 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. CONTRACTOR or Operating Com-
pany shall offer such representatives all privileges and facilities accor-

-ded to its own employees in the field and shall provide them free of

charge, the use of reasonable office space and of adequately furnished
housing while they are in the field for the purpose of facilitating the
objectives of this Article.

Any and all information cbtained by the GOVERNMENT or

1its representatives hereunder shall be kept confidential with respect
4a.-the Area, -
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Article XV11
EMP?LOYMENT RIGHT AND TRAINING OF

ARAB REPUBLIC OF EGYPT PERSONNEL

(@) . It 15 the desire of EGPC and CONTRACTOR that operations
hereuncer be conducted in a business-like and efficient manner -

(1) The expatriate administrative, professional and technical
personnel employed by CONTRACTOR or Operatng
Coempany and the personnel of its contractors for the con-
duct of the operations hereunder, shall be granted a resi-
dence as provided for in Law No. 89 of 1960 as amended
ard Ministerial Order No. 9 of 1963 as amended, and COIN-
TRACTOR agrees that all immigration, passport, visa anl
ernployment regulations of the AR.E., shall be applicable
tc all alien employvees of CONTRACTOR working 1m the
A R.E.

(2) A minimum of twenty five (25) percent of the combinel
salaries and wages of the expatriate administrative, pro-
fessional and technical personnel employed by CONTRAC-
TOR or Operating Company shall be paid monthly m
Fgyptian Currency. On final repatriation such personmnci
s1all have the right to remit abroad i U.S. Dellars or other
currencies the unused portion of Egyptian Currency n
excess of twenty five (25) percent of such perscnnel’s salary. -

(b)) CONTRACTOR and Operating Company shall each select its
employees and determine the number thereof, to be used for ope-
rations hereunder.
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(¢) CONTRACTOR shall, after consultation with EGPC, prepare
and carry out specialized training programs for all its A.R.E.
employees engaged in operations hereunder with respect to ap-
plicable aspects of the petroleum industry.

CONTRACTOR and Operating Company will undertake tc
repliace gradually their non-executive expatriate staffs by quali-
fied nationals as they are available.

(d) During the period when CONTRACTOR is conducting Explo-
raticn, CONTRACTOR shall give mutually agreed number of
EGPC employees an opportunity to attend and participate n
CONNTRACTOR’s and CONTRACTOR’s affiliate tramning

programs relating to exploration and deve.opment operations.

(¢} CONTRACTOR shall during the expleration periods and 10
consultation with EGPC arrange for specialist training outside
the A.R.E. of a reasonable number of the staff of EGPC.

Article XVIIT

LAWS AND REGULATIONS

(@) CGONTRAGTOR and Operating Company shall be bound by
Law No. 66 of 1953 excluding Article 37 of this law as mended

by I.aw No. 86 of 1956 and the regulations issued for its perfor-
marce, and Including the regulations for the safe and efficient
performance of operations carried out for the execution of this
Agreement and for the conservation of the Petroleum resources
of the A.R.E. provided that no regulation modification or inter-
pretation thereof shall be contrary to or inconsistent with the
provisions of this Agreement.
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(d)

(b)

T

bl o

EGPL and CONTRACTOR shall be exempted from all taxes
except as provided i Article [11 paragraph (f) for income taxes,
w.th respect to the extracting, producing, exporting or transpor-
ting of Petrcleum hereunder. CONTRACTOR shall also bc
exemnpted frcm any tax on capital.

The rights and obligations ¢f EGPC aind CONTRACTOR un-
der, znd for the effective term of this Agreement shall be govei-
ned by and m accordance with the provisicns of this Agreement
and can only be altered or amended by the mutual agreement of
the saud contracting partics.

The centractors and sub-contractors of CONTRACTOR and
Operating Cempany shall be subject to the provisions of this
Agrecment which affect them. Insofar as all regulations whech
are duly issued by the GOVERNMENT apply frcm time to time
and are not in accord with the provisions of this Agreement, such
regulations shall not apply t the CONTRACTOR and sub-con-
tractors.

Articie XIX
RIGHT OF REQUISITION

In case of national emersency duc to war or jmminent expec-
tation of war or internal causes, the GOVERNMENT may
requisition all or a part ¢f the preductien frem the Area obtal-
ned hercunder and require Operating Compony to increase
such predection  to the utmost possible  raaximum. T
GOVERNMENT may also reanizition the oil ficld atself and,

if necessary, related facilities.

In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their represern:-
ative by registered letter, with acknowledgement of receipt, tO
express their views with rcspect 10 si:ch requisitim?,_._,n
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(¢) The requsition of production shall be effected by Ministerial
Order. Any requsition of the c¢il field itself, or any related
facilities shall be effected by a Presidential Decrce duly neti-
fied to EGPC and CONTRACTOR.

(d) In the event ol amny requisition os provided above, the

- GOVERNMENT shall mdemmufy in full EGPC and CON-

TRACTOR for the period during which the requisition is main-
tained, including :

‘1) All damages which result from such requisttion.

(2)  Fii payment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such Pe-
troleum and

(3) Cther obligatian‘s of Contractor and EGPC hereunder.
However, any damage resulting from enemy attack is not
vwchin the meaning of this paragraph {d,. Payment here-
unider shz'! be niade t¢ CONTRACTOR in U.S. Dollars
remittable abroad. The price paid to CONTRACLIOR

for Petrolrum taken shall be calenlated in accordance .vith

Article VII paragrani (¢)

Artide XX
ASSIGNMENT

(¢) Neither EGPC nor CONTRAUTOR may assign to a person,
firm or corporation not party hereto in whole or in part, any

of its rights, privileges, duties or obligations under this Agreement
without the written consent of the GOVERNMENT. Howe-

ver, either EGPC or CONTRACTOR shall be tree to assign
its rights, privileges, duties and obligations under this Agreement
to an affiliated Company ; and provided, further, that the
assignee shall be as qualified as’the assignor with respect to 1ts
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technical and financial competence, and excepting assignments
to assignees wholly ownied by CONTRACTOR, GOVERN-
MENT approval to the assignment shall be first obtained.

(b) In the event that EGPG or CONTRACTOR wishes to assizn,
in whole: or 1n part, any of its rights, privileges, duties or obliga-
tions hereunder as aforesaid, the written consent thereto of

“the GOVERNMENT if required under this Article shall not
be arbitrarily withheld. To enable consideration to be given
to any request for such consent, the following conditions 1must

be fulfilled :

(1) The obligations of the assignor deriving from this Agree-
ment must have been duly fulfilled as of the date such
request 1s madc.

(2) Tte proposed assignee Or assignees must produce reasona-
hle evidence to the GOVERNMENT of its or their finan-
cial and technical competence.

(3) The mstrument of assienment must mclude Provisions
stating precisely that the assience 1s bound by all covenants
contained in this Agreement and any modifications or
~dditicrs in writing that up to such time may have heen
meide. A draft of snch mstrvment of assienment shail be
su-mitted to the COVERNMENT for review and appro-
val before being formally executed.

() Every executed and delivered instrument of assignment assign-
ing anv of the rights, privileges, duties or obligations hereunger
of ECPC or CONTRACTOR <hall be submitted to the
COVERNMENT, within thirty (30) days after the GOV ERN-
MENT approves the assignment, for registration in its registers.

(d) Any assignment made nursuant to the provisions of this Articie
<hall ke free of any transfer or related taxes charoes or iees.
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Article X X1

BREACH OF AGREEMENT AND POWER TO CANCEL

(@y The GOVERNMENT shall have the right to cancel tis
Agreement by Order or Presidential Decree, with respect to
CONTRACTOR, in the following mstances :

(1

(6)

If it knowirely has submitted any false statements to the
COVERNMENT which were a material consideration for
the execution of this Agreement ;

If it assigns any interest hereunder contrary to the pro-
visions of Article XX hereof;

If 't is adjudicated bankrupt by a court of competent juris-
diction ; ‘

If it does not comply with any final decision reached as the
res alt of court proceedings conducted under Article XXT111
paragraph (a) hereunder ;

If it intentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the autho-
rity of the GOVERNMENT except such extractions as
may be unavoidable as the result- of operations conducted
heceunder in accordance with accepted petroleum industry
practice and which shall be mnotified to the GOVERN-
MENT or its representative as soon as possible; and

If it commits any material breach of this Agreement or of
the provisions of Law No. 66 of 1953, as amended by Law
No. 86 of 1956. which do not expressly contradict with the
provisions of this Agreement. Such cancellation shall take
place without prejudice to any rights which may have
accrued to the GOVERNMENT against CONTRAC-
TOR in accordance with the provisions of this agreement ;
and, in the event of such cancellation, CONTRACTOR
stall have the right to remove from the Area all its perso-

il property.
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If the GOVERNMENT deems that onc of the aferesaid causes
(other than a force majeure cause referred to in Article XXI1
hereof) exists to cancel this Agreement, the GOVERNMEN!T
shall give CONTRACTOR ninety (90) days written notice
personally served on CONTRACGTOR's General Manager 1m
the legally official manner and receipt of which is acknowled-
ged by hm or by his legal agents, to remedy and remove such

cause, but if for any reason such service is impossible due to

unnotified change of address, publication in the Official Journal

" of the GODVERNMENT of such notice shall be considered as

(a)

Q

validly served upon CONTRACTOR. If at the end of the
said ninety (90) days notice period such cause has not been
remedied and removed, this Agreement may be cancelled forth-
with by Order or Presidential Decree as aforesaid, provided,
however, that if such cause, or the tailure 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.

Article X XI1

FORCE MAJEURFE.

X9

The nor -performance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under
this Agreement shall be excused if and to the extent that such
non-performance or delay 1s caused by force majeure. The
period of any such non-performance or delay, together with such
period as may be necessary for the restoration of any damage
done during such delay, shall be added to the time given
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(b)

(d)

11 this Agrecment for the performance of such obligation and
for the performance of any obiigation dependent thereon and
consequently, to the term of this Agreement but only with res-
pect to the block or blocks affected.

“Force Majeure’”, within the meaning of this Article XXII,
shall be any order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT or U.S.A. with
respect to CONTRACTOR whether promulgated in the form
of a law or otherwise, or any act of God, msurrection, riot, war.
strike, and other labour disturbances, fires, floods or any other
cause rot due to the fault or negligence of EGPC and CONT-
RACTOR or either of therm, whether or not similar to the
foregoing, provided that any such cause 1s beyend the reasonable
control of EGPC and CONTRACTOR, or either of them.

Without prejudice to the above and except as may be other-
wise provided for herein, the GOVERNMENT shall incur no
responcibility whatsoever to EGPC and CONTRACTOR or
either of them for any damages, restrictions or loss arising in con-
sequenzes of such case of force majeure, except a force majeure
caused by the order, regulations or direction of the GOVLERN-
MENT of the ARAB REPUBLIC OF EGYPT.

If the force majeure event occurs during the initial exploration
period or any extension thereof and continucs in eifect for a
period of two (2) years, CONTRACTOR shall have the option
upon rinety (90) days prior written notice to EGPC to terminate
its obligations hereunder without further liability of any kind and,
if still in force, the Guaranty contained in Annex “C” hereto
shall he automatically gancelled and EGPC shall so notify the
Bayk 1 release the Guaranty.
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DISPUTES AND ARBITRATION

(@) Any dispute arising between the Government and parties hereto
with respect to the interpretation, application or execution of this
Agreement, shall be referred to the junsdiction of the appro-
priate A.R.E. Courts and shall be finally settled by such courts.

(&)

Aiy dispute arising between Contractor and EGPC
in connection with the present Agreement shall be finally
settled by arbitration. The arbitration shall. be held at

~ Stockholm, Sweden and. conducted in accordance with the

Rules of Conciliation and Arbitration of the Internaticna)

Chamber of Commerce. In the event of no provisions be-

ing made in these Rules in certain cases, the Arbitrators
shall establish their own procedures

The arbitration shall be initiated by either party giving ﬁﬂ-

tice to the other party that it elects to refer ithe dispute to

arbitration and that such party (liereinafter referred to as

‘the First Party) has appointed an ‘Arbitrator who shall be

identified in said notice. The other party (hereinafter re-
ferred to asthe Second Party), within fifteen (15) days, shali

- notify First Party in writing identifying the Arbitrator that

it has selected.

(i7) If the: Second Party dges not appoint its Arbitrator as afore-

said, the first party shall have the right to apply to the Court

~.of Arbitration of the International Chamber of Commerce

to appoint a second Arbitrator. The two Arbitrators shall,
within thirty (30) days, select a third . Arbitrator, failing

~which thethird Arbitrator shall be appointed by the Court

- of Arbitration of the Internatlonal Chamber of Commerce
' *at the request of either party.
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(i) The third: Arbitrator must be a citizen of a country other
than the A.R.E. or U.S.A. and of a couniry which has din-
lomatic relations with both the AR.E. and the US.A ansi
shall have no economic interest in oil business of the A.R.E.

or the U.S.A. or the signatcries hereto.

b

(v) The parties shall extend to the Board of Arbitrators all fac:-
Iities (mcluding access to the Petroleumn operations) for ob-
taining any information requested for the proper determi-
naticn of the dispute. The absence or default of any party
to the arbitration shall not be permitted to prevent or hindey

the arbitration procedure in any or all cf its stages.

(vi) Pending the decision or award, the operations or activities
which have given rise to the arbitration need not be discon-
tinued. In the event the decision or award recognizes that
the complaint was justified, provision may be made therein
for such reparation as may appropriately be made in favour
of the complant.

(vit) Judgement in tiié‘ award rendered may be entered 1 any
Court having jurisdiction or application may be made to .
such Court for a judicial acceptance of .the award and an
order of enforcement, as the case may be.’ } T

'viid) The parties desire that, wherever appropriate, - decisions
and awards shall specify a time for compliance therewith.

{c) . The provisions of this Agreement relating toarbitration shall con- -

tinue 1n force notwit.hstand_ipg-.gl1c+§ermiglation.pf;.this Agreement.
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(d) PRINCIPLES OF GOODWILL-The signatories base their re-

(b)

lations with respect to this Agreement on the principles of good-
will and gzood faith. Taking into account their different nationali-
ties, this Agreement shall for the purpose of arbitration be given
effect and be interpreted and applied in conformity with princi-
ples of law common to the A.R.E. and U.S.A. and in the absence
of such common principles then in .conformity with the principles
of law nt)fmally recognized by civilized nations in general, inc-
luding those which have been applied by International Tribunals.

Article XXIV
STATUS OF PARTIES

The nghts, dlitiés, obligations and liabilitics in réspe;ct -ojf EG Je i
and CONTRACTOR hereunder shall be several and not joint or
collective.- it being understood that this Agreement shall not be

construecl as constituting an association or cooperation.

CONTRACTOR shall be subject to the laws of OKLAHOMA,
U.S.A. ragarding its legal status or creation, organization, chart
and bv-iaws, share-holding, ownership . CONTRACTOR's
shares of capital which -are entirely held abroad shall not be ne- "
gotiable in the AR.E. and shall not be offered for public subs-
cription nor shall they be subject to the stamp tax on capital
shares nor any tax or duty in the ARE. CONTRACTOR shall
be cxempt'éd;"from the application of Law No. 26 of 1954 as
amendeci, and from Law No. 9 of 1904.

All parties comiprising CONTRACTOR shall be jointly and sc-
verally Liable for the performance of the obligations under this
(Concession Agreement.
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Article XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Operating Company, as the case may be,

and their con:ractors shall :
(2) Give priority to local contractors as long as their prices and per-
" formance are comparable with international prices and perfor-

mance. CONTRACTOR and Operating Company shall, how-

ever, subiject to the preceding sentence, be exempted from the
provisions of Presidential Decree No. 1868 of 1974 as amended.

(b) Gave préference to locally manufactured materials, equipment,
machinery and consumables so long as their quality and time ot
delivery are comparable to internationally available materals,
equipment, machinery and consumables. However, such ma-
terials, cquipment, 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 i1l
A R.E. is more than ten (10) percent higher than the price of such
imported items before customs duties, but after transportaticn

and insurance costs have been added.

Article XXV1
ARABIC TEXT

The Arabic version of this Agreement shall, before the Courts

of A.R.E. be referred to in construing or interpreting this Agreement
provided, however, that 1n any arbitration pursuant to Article XXTIH

hereabove Fetween EGPC and CONTRACTOR the English and
Arabic versions shall both be referred to as having equal force m con-

struing or intcrpreting the Agreement.
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Article XXVI]I

GAS

If Gas is produced or liable of being produced from the Area,
EGPC and CONTRACTOR will study all possible economic alterna-
tives for its vse and decide on the best alternative for EGPC and
CONTRACTOR jointly. The cost and expenses m the field of pro-

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

Production Sharing principles of Article VII shall apply to the
value of associated and non-associated gas if sold for export and uot
used in operation, flared or reinjected. However, any Gas not ex-
ported outside A.R.E. in a liquid or solid state, or not used in opera-
tions (including reinjection) shall remain the property of the dtate
and may be utilized by EGPC and EGPC shall not be liable for pay-

ment to CONTRACTOR of any costs or expenses respecting any past
operations of CONTRACTOR related to such Gas. Under no cir-
cumstances will CONTRACTOR be responsible for or bear any cost

or expenses ncurred for utilization of Gas used internally in the

ARGFE

Article XXVIII

GENERAL

The headings of titles to each of the Articles to this Agreement
are solely for the convenience of parties hereto and shall not be used

with respect to the interpretaion or construction of said Articles.
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N othing in this F‘igrﬂement shall be construed as Constituting any
relationship to any petroleum concession agreements between the
GOVERNMENT, EGPC, and CONTRACTOR which are in effect
on the Effective Date hercof and- this Agreement shall be treated
separately anc. independently in all respects including but not limtted
to the recovery of cost, Production Sharing, royalties, taxes and the

computation of the net profits of EGPC and CONTRACTOR
respectively.

Article XXIX

APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties
hereto unless and until a law 15 issued by the competent authorities
of the A R.E. authorizing the Minister of Petroleum to sign said
Agreement and giving Articles II1,- IV, VI, VII, XII, XIIL, XVII.
ANVITE XX, XXT, XXIII, XXIV and XXV of this Agrcement ful!
force and effect of law notwithstanding any countervailing Govern-
mental enactroent; and the Agreement is signed by the GOVERIN-
MENT, EGPC and CONTRACTOR. -

ARAB REPUBLIC OF EGYPT

BY : —- |

FGYPIIAN GENERAL PETROLEUM CORPCRATION
BY : — - -

MFEDOIL-MEDITERRANEAN OIL AND GAS COMPANY
LIMITED

BY : _

BONRAY ENERGY CORPORATION

BY

PHOENIX RESOURCES COMPANY
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ANNEX “A”
ARE. EGPC, MEDOIL-MEDITERRANEAN OIL

& GAS CO. LTD.
& BONRAY ENERGY CORPORATION & PHOENIX
RESOURCES CO.
CONCESSION AGREEMENT
IN KHALDA ARFA
DESCRIPTION OF THE AREA

_ This Area is bounded by a group of straight lines and it measures
approximately 4000 km®. It 1s composed of 40 blocks, each complete
hlock of which is six (6) minutes latitude by six (6) minutes Jongitude
approximately one hundred (100) km® of surface area.

It is to e noted that the delineation lines of individual explo-
ration. blocks in Annex “B” are intended to be only illustrative and

provisional a1d do not show accurately their true position in relation
to existing monuments and geographical features.

 Annex ‘B’ is a provisional illustrative map on the scale of
{ : 1,000,000 including the Area covered and affected by the Agree-
ment. |
~ Coordinates of the corner pomnts of the Area . are given in the
~ following table, which forms an integral part of this Annex “A”.
Commencing at point 1 with coordinates :
J.atitude 31° 06’ 00" North
l_ongitude 27° 36’ 00" Fast
Thence South to pont 2 at :
- JLatitude 30° 30 00”7 North
' ongitude o7e 366 007  East
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Thence West to pomnt 3 at :

Latitude 30° 30’ 00" North

Longitude 26° 48" 00" Fast
Thence North to pomnt 4 at :

Latitude 30° 47 00" North

Longitude 26° 48 00~ East

Thence West to point J at :

Latitude 30° 42’ 00" North

Longitude 26° 187 00" East
Thence North to pomt 6 at :

Latitude 30° 18’ 00" North

Longitude 20° 18 00" Fast
'Thence East to point 7 at :

Latitude 30)° 48" 00" North

Longitude 26° 36’ 00" Fast

Thence North to point 8 at

Latitude 31° 00’ 00" North

Longitude 26° 3¢ 00" F.ast
Thence West to point 9 at

Latitude 31° 00’ 00" North

Longitude 26° 24 00" East

Thence North to pomt 10 at :
Latitude 31° 06/ 00"  North
Longitude 260° 24" 00~ East
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Thence East to pomnt 11 at :

Latitude - 31° 06/ 00" North
Longitude 20° 42 00" Fast
Thence South to pomt 12 at :
 Latitude 31° 00 00"  North
I ongitude 26° 42 00" Fast
- Thence East to point 13 at :
. Tatitude 31° 00’ 00"  North
I ongitude 27° 00’ 00" East
Thence South to point 14 at : |
L atitude 30° 36 00” North
[ ongitude o7 00 00" East
Thence East to pomt 15 at :
I atitude 300 36 00 North
[ ongitude 27° 247 00" Fast
Thence North to pomnt 16 at :
I atitude 31° 00 00" North
Longitude 27° 24 00" East
Thence West to point 17 at :
Latitude 310 000 00”7  North
Longitude 27° 12’ 00" East
Thence North to point 18 at :
Latitude 31° 06’ 00" North
Longitude 27° 12’ 00" - East

Thence Last to starting point 1.
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ANNEX “G"
LETTER OF GUARANTY
Cairo, 197

LETTER OF GUARANTY NO.

EGYPTIAN GENERAL PETROLEUM CORPORATION
‘Gentlemen,

The undersigned National Bank of Egypt, hereby guarantees to
the EGYPTIAN GENERAL PETROLEUM CORPORATION

(hereinafter referred to as EGPC) to the limit of two (2) million US
Dollars the performance by MEDOIL & BONRAY & PHOENIX
(hercinafter referred to as CONTRACTOR) of its obligation required
for exploration operations to spend a minimum of two (2) million
U.S. Dollars during the initial two (2) years of the exploration period
under Article IV of that certain Concession Agreement (hereinafter
referred to as *he “Agreement”) covering that Area described in
Annexes “ A” and “B” of said Agreement, by and between the ARAB
REPUBLIC OF EGYPT (heveinafter referred to as ARFE.), EGPC
and CONTRACTOR, dated 6/4/1981.

Tt is understood that this Guaranty and the liability of the
(Guarantor hereunder shall be reduced quarterly; during the period
of expenditure of said two (2) million U.S. Dollars by the amount of
money expended by CONTRACTOR for such exploration operations
during each such quarter. Each such reduction shall be established
by the joiat written statement of EGPC and CONTRAGT OR.

Tn the event of a claim by EGPC of non performance or sur-
render of the Agreement on the part of CONTRACTOR prior to
the fulfilment of said minimum expenditure obligation under Article
TV of this Agreement there shall be no liability on the und(:r_signt’:d
Guarantor for payment to EGPC unless and until such liability has
been established by written statement of EGPC setting forth the

amount due under the Agreement.
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It is a further condition of this Letter of Guaranty that

(1) This Letter of Guaranty will become available only pro-
vided that the Guarantor will have been informed in WTItIng

by CONTRACTOR and EGPC that the Agreement bet-
we:n GCONTRACTOR, ARE. and EGPC has become

eff2ctive according to tts terms and said guaranty shall
become effective on the Effective Date of said Agrecment.

(2) Thus Letter of Guaranty shall in any évent automaticallv
eX]Nre :
(@) two (2} years and six (6) inonths after the date it be-
comes effective, or _
(b, at such time as the total of the amounts shown on

quarterly jomt statements of EGPC and CON-

TRACTOR equals or exceeds the amount of saiq
minimum cxpenditure obligation, whichever is earlier.

(3) Consequently, any claim in respect thereof should be madc
to the Guarantor prior to either of said expiration date ar
the latest accompanied by EGPC’s written statement, setting
forth the amount of undcr-th}cndlturc by CONTRACTOR

to the effect that :

(a CONTRACTOR has faﬂcd to perform its expenditure
obligations referred in this Guaranty, and

(by CONTRACTOR has failed to perform its expenditure
obligations referred in this Guaranty, and

We dezlare that on issuing this Guaranty we did not exceed the
Fmit of total Guaranties which -we are entitled to issuc as per

Ministry of Economy’s letter No. dated 197.
Please return to us this letter of Guaramy in the event it does

nGt Became effective, or upon the expiry date.
Youis faithfully

For

‘Accountant Manager
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ANNEX “D”

CHARTER OF
KHALDA PETROLEUM COMPANY

Article 1

A jcint stock company having the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization of
the GOVERNMENT in accordance with the provisions of the Ag-

reement referred to below and of this Charter.

The Company shall be subject to all laws and regulations m
force in tae A.R.E., to the extent that such laws and regulations are
not in consistent with the provisions of this Charter and the Agree-

ment referred tc:_.belm--..u

Arti(;]e II

The narge of the Campany is “KHALDA PETROLEUM
COMPANY?” abbreviated -as “KHALDA™ and hereinafter referred

to as Operating Company.
| Artiele 111 E
The Head Office of Op_erating Company shall be in Cairo in the

_ {:’_&rticlﬁ IV

~ The object of the Operating Company is to act as the agency
“through which EGPC and CONTRACTOR Carry out and G-fll'idU*C?
the development operations recuired 10 accordance” with the provis-
~ions of the Agreement signed on'the day of April sixth day of April,
1981 by and . between -the ~-ARAB  REPUBLIC -OF EGYPI'. the
' EQYPTIAN GENERAL PETROLEI'M CORPORATION, and
-~ CONTRACTOR c¢overing - petroleum operations in Khalda Area
described therein.
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Operating Company shall also be the agency to carry out ani
conduct Exploration Operations after the date of Commercial Dis

covery pursuant to CONTRACTOR’s Work Program and Budget

approved 1n accordance with the Agreement.

Operating Company shall keep account of all costs, expenses
and expenditures for such operations under the terms of the Agree-
ment and Annex “E” thereto.

Operating Company shall not engage in any business or under-
take any activity beyond the performance of said operations.

. Article V

The authorized capital of Operatmg Company is twenty theus-
sand pounds Egyptian (L.E. 20,000) divided into five thousand (5000 )
shares of common stock with a value of four Pounds L:;ypuan (L.E

4) per share having equal voting rights, fully paid and non-assessablc

EGIC and CONTRACTOR shall cach pay for, hold and own
throughout the hfe of - Operatmg Company referred to above one
half (1) of the capltal stock of Operatmg Company provided that
'only in the event that either party should transfer or assw;n the whole
or any percentage of its ownersmp interest in the entirety of the
* Agreement may such transferrmtr or assxgmn g party transfer or assign
any of the capital stock of Operating Gompany and, in that event,
such trensferring cr assigning party (and jts sncressors and assigl}ﬁ)
must transfer and assign a stock Interest 1n Or)erating CompanV
equal tc the transterred or assugned whole or percentage of its owner-

shlp interest 1t1 the. entirety of the said Agreement.
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Article VI

Operating Company shall not own any right, title, interest or
estate m or under the Agreement or in any development lease created
thereunder or in any of the Petroleum produced from any explorat-
ion block or development lease area thercunder or in any of the
assets, equipment or other property obtained or used in connection
therewith, and shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of either EGPC
or CONTHRACTOR under the Agreement. Operating Company

shall not make any profit from anv source whatever.

Article VII

Operaiing Company shall be no more than an agent for EGPC
and CONTRACTOR. Whenever it is indicated Lerein that Ope-
rating Company shall decide, take action or make a proposal and the
like, 1t 1s understood that slmﬂ decision: or judgment is the result of

the decision or judgement of CONTRACTOR. or EGPC and CON-
TRACGTOR, as may br required by the Agrecment.

Avrticle VIII

Operzting Company shall have a Board of Directors consisting
of eight (8 members, four (4) of whom: shall be designated by EGPG
and the other four (4) by CONTRACTOR. The Chairman shall -
be designated by EGPC and shall also be a Managing Director.
CONTRACTOR shall designate the: Gensral Manager who shall

also be a Managing Director.

Article TX

Meetings of the Board of Dircotors shall be vahd if a majonty
of the Directcrs are present and any decision taken at such meetings
must have the affirmative vote of five (5) or more of the Directors;
provided, however, that any Director may be represented and vote

by proxy held by another Direcior.
(o)
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Article X

Generzl Meetings of the shareholders shall be valid if a majority
of the cagital stock of Operating Company is represented thereat.
Any decisions taken ai such meetings must have the affirmative vote
of shareholders owning or representing a majority of the capital
siock. |

Article X1

Lhe board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel of Opera-
ting Company employed directly by Operating Company, and not
assigned thereto by CONTRACT'OR and EGPC. The Board shall,
in due course, draw up the By-Laws of Operating Company and such |
By-laws shull be effective upon being approved by a General Meeting

of the Shareholders, in accordance with the provisions of Article X
kereof.

Article:_ xXJ1

_ Operzting Company shall come into existence within thirty (30)
days after the date of Commercial Discovery as provided for in the
Agreement. : ' o o

The duration of Operating Company shall be for a period equal.
to the duration of the said Agreement. -

It shall be wound up and liquidated if the Agreement referred
to above is terminated for any reason as provided for therein.

EGYPTIAN GENERAL PETROLEUM GORPORATION
BY Zeeiininenninnn. Ceenan |

MEDOIL - MEDITERRANEAN OIL AND GAS COMPANY
LIMITEL

BY oo _
BRONRAY ENERGY CORPORATION
BY o .
PHOENIX RESOURCES COMPANY
BY i s | ce s e
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ANNEX “E”

ACCOUNTING PROCEDURE

Article 1

GENERAL PROVISIONS

I.  Definuions

The. definitions contamed In Article I of the Concessicn

Agreement shall apply to this Accounting Procedure and have
the same meaning. Certain accounting terms herem used are

“defined s follows :

a.

“Agreement” means the Concession Agreement of which

this Annex is a part.

b.- “Non-Operator” means the parties to the Agreement other

than CONTRACTOR when it is performing work.

2. Statements of Actwity

.

CONTRACTOR or Operating Company as the case may
be, shall pursuant to Article IV of the Agreement,
render to Non-Operator within thirty (30) days of the end
of zach Calendar Quarter a Statement of Exploration
Activity reflecting all charges and credits related to the
Exploration operations for that Quarter summarized by
appropriate classifications indicative of the nature thereof.

Opcrating Company shall render to EGPC and CON-
TRACTOR. within fifteen (15) days of the end of each
Calendar quarter a Statement of Development Activity
refle cting all charges and credits related to the Development
operations for that quarter summarized by appropriate
classifications indicative of the nature thereof except that
items of controllable material and unusual charges and

credits shall be detailed.
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3.  Adjustments and Audits

a. FEach Statement of Exploration Activity shall conclusively
be presumed to be true and correct aiter three (3) months
following the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written ex-
ception thereto pursuant to Article IV (f) of the Agreement.
During said three (3) months period supporting documents
will e available for inspection by EGPC during all working

hours. CONTRACTOR will have the same audit rights
on Operating Company statements as EGPC under this

sub-paragraph.

b. All Statements of Activity for Development for any Ca-
lendar quarter shall conclusively be presumed to be true
and correct three (3) months following the receipt of such
ctatement unless within the said three (3) months perind
EGPC or CONTRACTOR takes written exception there-
to. Pending expiration of said three (3) months EGPC
or CONTRACTOR or both of them shall have the right
to audit Operating Company accounts, records and sup-
porting documents for such quarter in the same manner
as provided in Article IV (1) of the Agreement

4.  Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any,
shall be kept in the A.R.E. in U.S. Dollars. All U.5. Dollar
expenditures shall be charged n the amount expended. Al
Foyptiar. Pounds expenditures shall be translated to U A.
Doltars at the official buying rate of exchamnge issued by tie
Central Bank of Egypt on the first day of the month mn whicn
expenditures are recorded, and all othe:r non-U.S. Dollar ex-

nenditures sha'l be transtated to Ul . Doltars at the buying

rate of exchange for such currency as quoted by National
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Westmunister Bank Limited, London, at 10.30 a.m. G.MLUL,
on the first day of the month in which expenditures are recor-
ded. A record shall be kept of the exchange rates used in

translating Egyptian Pounds or other non-U.S. Dollars expen-
ditures to U.S. Dollars.

d. Precedence of Documents

In the event of any consistency or conflict between the
provisions of this Accounting Procedure and the provisions of

the Agreement treating the same subject  differently, then the
provisions of the Agreement shall prevail.

0. Reuvision of Accounting Procedure

By mutual agreement between EGPC and CONTRAC.
TOR, this Accounting procedure may be revised from time to
time ir: the light of future arrangements.

7. No Charge for interest on Investment

Interest on Investment or any bank fees or charges shall

not, at any tume be charged as recoverable cost under the
Agreement,

Article 17

COSTS, EXPENSES AND EXPENDITURES

Subject: to the provisions of the Agreement, CONTRACTOR
shall alone bear and, directly or through Operating Company, pay
the followir g costs and expenses, which costs and expenses shall be

classified ard treated in accordance with Article VII of the Agree-
ment :

1. Surface Rights

All direct cost attributable to the acquisition, renewal or
relinqu:shment of surface rights acquired and maintained in
force for the Area.
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2, Labom and Related Costs :

A. Salaries and Wages of CONTRACTOR’s or Operating Com-
pany's employees, as the case may be, directly engaged in
the various activities under the Agreement including sa-
laries and wages paid 1o geologists and other employees
who are temporarily assigned to and employed in such
activities. Such salaries and wages to be certified by a
certthed pubhc accounting firms.

Reascnable revisions of such salaries and wages shall be
citect=d to take into account changes in CONTRAC-
TOR’s policies and amendments of Laws applicable to
salarics. For the purpose of this paragraph 2. and para-
graph 3, salaries and wages shall mean the assessable
amounts for A.R.E. Income Taxes including the salaries
during the vacations and sick leaves, but excluding all the

amounts of the other items covered by the percentage
fixed under 3 below.

B. For expatriate emplovees permanentlv assigned to Egvpt
1. All allowances applicable to salaries and wages:
2. Cost of established plans: and

3. All travel and relocation costs of such expatriate em-
ployees and their families to and from the employees

~ country or point of origin at the time of employment,

" at the time of separation, as a result of transfer from
one bocation to another and for vacation (transportation
osts for employees and their families transferring from
AR.E. to another location other than their country

of origin shall not be charged to A.R.E. Operations).

Closts under this sub-paragraph 2.B shall be equal to
seventy (70) percent (except for employees assigned to fields
and vhose families have not been transferred to A.R.F.
in which case the percentage will be fifty (50) percent of
basic salaries and wages paid for such expatriate personnel
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including those paid during vacations and sn:k leaves as
established in CONTRACTOR’s international policies,
paragraph 9 and sub-paragraph IL.A and C of this

Article 1I.

However, salaries and wages during vacations, sick
leaves and disability are covered by the foregomng percen-
tage. The percentage outlined above reflects CON-

TRACTOR’s actual costs as of the Effective Date with

regard to the following benefits, allowances and costs :

1. Anticipated termination of lease contract in A.R.E. or

abroad.
9. Houschold implements transportation m ARE. or

abroad ( round trip ).

3. Clothing equipment ailowances.
4. Expenses connected with departure and arrival of em-

ployees and their families.
5. Accruals of seniority indemmnuty.
6. Charges for social security and insurance such as :

~— Retirement plan

—— Naticnal Health insurance

~— Unemployment: Insurance

—— Accident and disabclity Ihsurancc |

~-— Extraordinary Insurance

7. Contractual travel expenses of employees and their
families.

8. Ixcess luggage.
9. Recreational Allowances.

10. Medical assistance to employees and their families in

or outside A.R.E.

11. Housing and utilities allowances.

12. Education allowance (children of expatriate employees)
and educational assistance.
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13 Settlement allowance in or outside A.R.E.

14 Contribution for resettlement expenses at repatriation.

15 Vacations, sick leaves and disability salaries or
eXPENSES.

16. Any other costs, allowances and benefits of a like na-
ture as established m GONTRACTOR’s international
policies,

The percentages outlined above shall be reviewed at
intervals of three (3) years from the Effective Date and at
such ttme CONTRACTOR and EGPC will agree on new

percentages to be used under this paragraph.

Revisions of the percentages will take into consideration
variances in costs and changes in CONTRACTOR’s inter-
national policies which change or exclude any of the above
allowances and benefits.

The revised percentages will reflect as nearly as pos-
sible CONTRACTORs actual costs of all its established
al owances and benefits and of personnel transfers.

C. For expatriate employces temporarily assigned to Egyptall
allowances, costs of established plans and all travel rc}a-
cadon costs for such expatriate as paid in accordance with

CONTRACTOR’s international policies.

D. Ccsts of expenditure or contributions made pursuant to law
or assessment imposed by governmental authority which
are. applicable to labour cost of salaries and wages as pro-
vicled under sub-paragraphs 2.A and 2.B., Paragraph 9 and-
Sub-Paragraphis 11.A and 11.C of this Article 11.
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Benefuts, allowances and related costs of national employees :

el S e — T

—p— il o

Bonuses, overtime, customary allowances and benefits on
a basis similar to that prevailing for Oil Companies operating in
A.R.E., all as chargeable under Sub-Paragraph 2.A Paragré.ph
9 and Sut-Paragraphs 11.A and 11.C of this Article 1I. Seve-
rance pay will be charged at a fixed rate applied to payrolls
which will equal an amount equivalent to the maximum liability
of severar.ce payment as required under the A.R.E. Labour Law.

4_.'_ M ate ?'iﬂg

M aterial? equipment and supplies purchased or furnished
as such by CONTRACTOR or Operating Company:.

a. Purchases

Material, equipment and supplies purchased shall be
at arice paid by CONTRACTOR or Operating (‘ompany
after deduction of all discounts actually received.

b. Material Furnished hy CONTRACTOR

- el T

Material required for operations shall be purchased
directly whenever practicable, except that CONTRAG-
TOR may furnish such material from CONTRAGTOR’s
affiliates stocks outside the A.R.E. under the following
conditions :

1. New Material (COIlEliﬁOn “A”)_

—— oy P N,

—— —_—
. e —— —a — A ——

New material transferred from CONTRACTOR’s
affiliates warehouse cr other properties shall be pricefi
at cost, provided that the cost of material -suppl_ied R
no higher than international prices for matcrla:l__of.
similar quality suppkied on similar terms, prevailing
at the time such material was supplied.
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5. Transportation and Emplovee Relocation Cosis :

A

sl Sl "l T Y

. ————ma . —- - —_——_— s s s - ————— - —

2. Used Material (Gonditions "B and "C”)

a. Material which is in sound and serviceable condition
and is suitable for re-use without reconditioning shall
be classed as Condition “B” and priced at seventy-five
percent (75%) of the price of new material.

b. Material which cannot be classified as Condition “B”

but which is serviceable for original function but subs-
tantially not suitable for reconditioning, shall be clas-
sed as Condition “C” and priced at fifty percent (50%)
of the price of new material.

c. Material which cannat be classified as Condition “B”
or Condition “C” shall be priced at a vailne commen-
surate with its use.

d. Tanks, buildings and other equipment involving erec-
tion costs shall be charged at applicable percentage
or knocked down new price.

Warranty of Materials Furnished by GONTRACT OR

- —_— e —

CONTRACTOR does not warrant the material fur-
nished bevond or back of the dealer’s or manufacturer’s
guaranty; and in case of defective material, credit shall

not ve recorded until adjustment has been received by
CONTRACTOR from manufacturers or their agents.

e

Transportation of equipment. materials and supplies nece-

ssary for the conduct of CONTRACTOR’s  activities. ‘

B) Bussiness Travel and Transportation expenses to the extent

C)

covered bv established policies of CONTRACTOR or with
tegard to Expatriates and Nationals as incurred and paid
by, or for, emplovees in the conduct of CONTRACTORs

business.
Pmployees transportation and relocation costs for National
employees to the extent covered by established polices.
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6. Services

a. QOutside services.

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

b. Cost of services performed by EGPC or by CONTRACTOR
or their Affiliated Companies in facilities inside or out-
side the A.R.E. Regular, recurring, routine services, such as
inte-preting magnetic tapes and/or other analyses, shall be
performed and charged by EGPC and/or CONTRACTOR
or their Affiliated Companies at an agreed price. Major
projects involving engineering and design services shall be
performed by EGPC and/or CONTRACTOR or thier At-

filiated CGompanies at a negotiated contract amount. Use
of EGPC’s CONTRACTOR’s or their Affiliated Com-

panies’ wholly owned equipment shall be charged at a rental
rate: commensurate with the cost of ownership and opera-

tior, but not in excess of competitive rates currently pre-
vailing in the A.R.E. for Exploration, CONTRACTOR’s
and its Affiliated Companies’ rates shall not include admi-
nistrative overhead costs.

7. Damages and Losses :

All costs or expenses; necessary to replace or repair dam:i-—_ |
ges or lcsses incurred by fire, flood, storm, theft, accident or any
other cause not controllable by CONTRACTOR or Operating
Comparty through the exercise of reasonable diligence. CON-
TRACTOR or Operating Company shall furnish EGPC written
notice ¢f damages or losses incurred in excess of ten thousand
(10,000) U.S. Dollars per occurrence, as scon as practicable after

report cf the same has been received by CONTRACTOR or
Operating Company. '
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Insurance and Claims -

The cost of any public liability, property, damage and other
msurance aganst liabilties of CONTRACTOR, Operating
Company and/or the parties or any of them to their employees
and /or outsiders as may be required by the laws, rules and
regulations of the GOVERNMENT or as the parties may agree
upon. The proceeds of any such insurance or claim collected
shall 3¢ credited against operatons. _

If no insurance is carried for a particular risk, all reiated
actual expenditures incurred and paid by CONTRACGTOR or
Operating Company in settlement of any and all losses, claims,
damages, judgements and any other expenses, including legal
Services.

9. Indiwrect Expenses :

Camp overhead and facilities such as share base, warehouses,
water systems, road systems, salaries and expense of field super-
visorv personnel, field clerks, assistants, and other general emplo-

yees indirectly serving the Area.
10. Legal Expenses :

All costs and expenses of litigation, or legal services other-
wise necessary or expedient for the protection of the Area, inc-
luding attorney’s fees and expenses as hereinafter provided, to-

gether with all judgements obtained against the parties or any
of them on account of the operations under the Agreement, and

actual expenses incurred by any party or partii?s hereto In secur-
ing evidence for the purpose of defending against any action oI

claim prosecuted or urged agamst the operations of the sub _].ﬂ':t
maiter of the Agreement. In the event actions or clams.

affecting the interests hereunder shall be handled by the 1eg3{
staff of cne or more of the parties hereto, a charge commens

rate with cost of providing and furnishing such sefvicﬁs may ©c

made to operations.
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11. Admanmistrative Querhead and General Expenses :

—t——— e

(@) Whie CONTRACTOR is conducting Exploration activi-
ties, cost of staffing and maintaining CONTRACTOR’s
head office in the A.R.E. and or other offices established 1a
the A.R.E., as appropriate other than field offices which
will be charged as provided in Article 1I, paragraph 9
above, and excepting salaries of employees of CONTRA-
CTOR who are temporarily assigned to and directly serv-
ing on the Area, which will be charged as provided m Arti-
cle 1I paragraph 2 above.

(b)) CCNTRACTOR’s administrative overhead outside the
AR.E. applicable to the AR.E. Exploration operation
which will be charged each month at thie rate of five percent
(5%;) of total Exploration expenditures.xjrhﬂe CO'N:I'RAQ-
TOR is conducting Exploration activities, administrative
overhead outside A.R.E. will not be ch*a.rged, whi_le- Onpera-
ting Company is conducting Exploration activities. No
other direct charges as such: for GONTIE{ACTOR_’.S adIml-
nisrative overhead outside the AR.E. will be applied aga-
ins- the Exploration obligation. Examples of the typedof
costs CONTRACTOR is incurring and charging hereun ?r
dus to activities under the Agreement and covered by said

percentage are .

1 _— Executive — Time of executive officers.

9 ——Treasury — Financial and exchange problems.

3 —— Purchasing— Procuring materials, equipment and sup-
plies.

4 —— Exploration and Production Directing, advising and
controlling the entire project.

5 —— Other departments such as legal, comptrollers and en-
‘gmneering which contribute time, knowledge and expe-
_rience to the operations.
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The foregomng does not preclude charging for diavect
service under sub-paragraph 6. b of this Article 11.

(c) Wrtile Operating Company is couducting activities, Qpera-
ting: Company’s personnel engaged mn general clerical and
office work, supervisors and officers whose time is generaily
spent in the main office and not the field, and all employees
ger.erally considered as general and administrative and not
charged to other types of expense will be charged to opera-
tions. Such expenses shall be atlocated each month bet-
Wweer E}-:plora‘tién and Development operations according

to sound and practicable accounting methods.

12. Taxes :

All taxes, duties or levies paid in the A RE. by CONTRA.-
C'TOR. or Operating Company with respect to this Agreement |
other than those covered by paragraph (f) (1) of Article 111 of
the Agreement. -

13. Continuing CONTRACTOR Costs :

el

Costs of CONTRACTOR activities required under the |
Agreement and incurred exclusively in the AR.E. after Ope-
rating Company is formed. No. sales expenses incurred outside
the A R.E. may be recovered as a COSst.

14 Other Expenditures :

L A RY L o ! g —r o W LI W e g S o .

Any costs, cxpenses or expenditures, other than those which
are covered and dealt with by the foregoing —rovisions of this
Article IT, incurred by CONTRACTOR or Operating Com-
pany under approved Work Programs and Budgets.
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Article 111
INVENTORIES

1. Periodic Inventories, Notice and Representation

TR

e

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR inventories shall be taken by Operating
Company of the operations material, which shall include ali
such material, physical assets and construction projects. Written
notice of intention to take inventory shall be given by Opera-
ting Company to EGPC and CONTRACTOR at least thirty
(30) days before any inventory 1s to begin so that EGPC and
CONTRACTOR may he represented when any nventovy 18
taken. Failure of EGPC-and/or CONTRACTOR to be rep-
resented at an inventory shall bind them to accept the mventory
taken by Operating Company, who shall in that event furnish

the party not represented with a copy thereof.

9. Reconciliation and Adjustment of Inventories

- Reconciliation of inventory shall be made by CONTRAG-
TOR and EGPC, and a list of overages and shortages shall be
joinily determined by Operating Company and CONTRAC-
TOR and EGPC, and the inventory adjusted by Operating
Company. '

Article 1V

COST RECOVERY

O |

CONTRACTOR shall, pursuant to ARTICLE VIf of
the Agreement, render to EGPG as promptly as practicable
but not later fifteen {15) days after receipt from Operatmg
Company of the Statements for Development and Explora-
tion Activity for the Calendar Quarter a statement for that

Querter showing :
;i Recoverable costs carried from the previous quarter, if any.
. Recoverable costs incurred and paid during the quarter.

= Total rccoverable costs for the quarter (1) + 1),
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iv. Value of Cost Recovery Grude Oil taken and separately
"~ disposed of by CONTRAUTOR for the quarter.

v. Amount of costs recovered for the guarter,

Ji. Ambount of recoverable costs carried into the succeeding
guarter, if any.

vii. Excess, if any, of the value of Cost Recovery Crude Ol
taken and separately disposed of by CONTRACTOR over

costs recovered for the guarter.

2. .é’a)mmts X

If such statement shows an amount due EGPC, payment

of that amount shall be made in U.S. Dollars by CONTRAC-
TOR with the rendition of such statement. If CONTRAC-

TOR fails to make any such payment to EGPC on the date
when such payment is duc, then CONTRACTOR shall pay an
interest of 2.5% higher than the London Interbank Borrowing
Offered Rate (LIBOR) for three (3) months U.5. dollars depo-

sits prevailing on the date such interest is calculated. Such
interest dayment shall not be recoverable.

3. Settlement of Excess Cost Recovery Crude Ol

EGPC having the right to take its entitlement of excess
Cost Recovery Crude Oil under Article VI1I sub-paragraph (2}
of the Agreement, in kind during the said Quarter. A settle-
ment shiall be required with the rendition of such statements
in case Contractor has raken more than its own entitlement of

snch excess.

4. Audit Right

| i e | e

EGPC shall have a period of twelve (12) months from
receipt of any statement under this Article IV in which to audit
and raise objection to any such statement. EGPC and CON-
TRACTOR rhall agree on any required adjustment. Suppor-
ting documents and accounts will be available to EGPC during
said twelve {12) months period. |
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Article V

CONTROL AND MAJOR ACCOUNTS

o i —

1.  Exploration Obligation Control Accounts

T T —

CONTRAGTOR will establish an Exploration Obligation
. Contrcl Account and an offsetting contra account to controj
thereir. the total amount of Exploration Expenditures reported
on Statements of Activity prepared per Article 1.2.A hereof, less
any reductions agreed to by EGPC and CONTRACTOR fol-
lowing written exceptions taken by a Non-Operator pursuant
to Article 1.3.A hereof. In order to determine when minimum
Exploration Obligation have been met.

2. Gost Kecovery Control Account

LR

Ll ——

Contractor will establish a Cost Recovery Control Account
and an offsetting contra account to control therein the arount

of cost remaining to he recovered, if any, the amount of cost
recovered, and the value of Excess Cost Recovery Crude (Gt

if any.
3. Major Accounts

For the purpose of classifying costs, expenses and expens-
ditures for cost recovery as well as for the purpose of estab-
lishing when the Exploration Obligation has been met costs,

expenses and expenditures shall be recorded in major accounts
including the following :

Exploration Expenditures

Development Expenditures other than Operating Expenses
Operating Expenses ;

Necessary sub-accounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR

1o the extent necessary for the control of recovery of costs and the
treatment of Cost Recovery Crude Oil.
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