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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION AND
PRODUCTION

BETWEEN

THE GOVERNMENT OF THE ARAB REPURLIC.
OF EGYPT

AND
THE EGYPTIAN CGENERAIL PETROLEUM
CORPORATION
AND
MURPHY EGYPT OIL COMPANY
AND
GULFSTREAM RESOQURCES MANAGEMENT SA.
AND
AAR LIMITED
AND
ENDEAVOUR OIL COMPANY N. L.
| IN

MARIUT AREA

This Agrecment madc and entered on this
day of ., by and between the ARAR
REPUBLIC OF EGYPT (herdnafter referred to
vanously as “AR.E” or as the “GOVERNMENT™) of
the first part, Th Egyptian General Petroleurn Corpora-
tion, a legal entity created by Law No. 167 of 1958 as
amended (hereinafter referred to as “E.G.P.C" of the
cecond part and Murphy Egypt Oil Company of El

Dorado, Arkansas, a company organized and existing |

under the laws of the State of Delaware U.S A Gulf-

stream Resources Management S.A.,
nized and exisimg under the laws of the Republic  of
Panama, AAR Limited (formerly known as Associated
Australian Resources N.L.), a company organized and
existing under the laws of the State of Victorta, Australia,
and Endeavour Oil Company N.L.) a company organized
and existing under the laws of the State of Victora, Au-
stralia. all such companies, hereinafter collectively referred
to as “CONTRACTOR™) of the third part.

WITNESSETH

WHEREAS, all raw matenals, including petrofeum,
existing in mmes and quarries in the ARE., mcluding
the territorial waters, and in the sea-bed subject to its
jurisdiction amd extending beyond the territorial waters,

arc the property of the State; and

WHEREAS. EGPC has applied for an exclusive con-
cession for the exploration, development and production
of petroleum in and throughout the Area referred to in
Article TT; and descnbed in Annexes “A’ and “B” which

are attached hereto and mage a part hereof ; and

a company orga- |
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WHEREAS, CONTRACTOR agrees to undertake its
obligations provided heremafter as contractor with respect
o the expioration, development and production of pet

roleumn in said Area; and

WHEREAS, the COVERNMENT desires hereby to
grant such conkession: and

WHEREAS, the Minister of Petroleum pursuant 1o
the provisions of Law No. 86 of 1356 may entex into a
concession agreement with EGPC, and with CONTRA.-
CTOR, for the petroleumn operations in the Area herem-

after referred to;

Now, THEREFORE. the parties hereto agree  as
follows:

ARTICLE 1

DEFINITIONS

(a) “Exploration” shall mclude, such geological, geo
physical, aerial and other surveys as may be cont:
ained in the Approved Work Programs and Budgets,
and the drilling of such shot holes, core holes,
stratigraphic  tests, holes for the discovery ol Petro
leun or the appraisal of petroleum discoveries and
other related holes and wells, and the purchase or
acquisition of such supplies, matertals and equip
ment therefor, all as may be contained . the
Approved Work Programs and Budgets. The verb
“explore’” means the act of conducting exploration.

“Development’’  shall mclude, but not be limited
to, all the operations and activities pursuant to

Approved Work Programs and Budgets under this
Agreement, with respect 1o -

j) the drilling of devclopment wells, and

(b)

if) design, construction, installation, servicng and
maintenance of equipment, lines, systeni,
facilities, plants, and related operattons, to
product and opcrate said wells, to take, save,
treat, handle, store, Hare, transport and dehiver
petroleum for export, and to undertake repres-

suring, recvcling and other secondary recovery

projects.

“Petroleumn’” means  liquid crude ol of various
densitics, asphalt, gas. casinghead gas, and all other
hydrocarbon substances that may be found in, and
produced, or otherwise obtained, and saved from
the Area under this Agreemant, and all substances

. that may be extracted therefrom.
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(d) “Liqud Crude “Oil” or “Crude Oil” means any

hydrocarbon produced from the Area which Is in .
a liquid state at the wellhead or lease separator Of
which is extracted from the gas or casinghead gas m

a plant. Such tam -ncludes distillate and condensatc.

assoctated and ON-ASSOCY
. elements produced
11l non-hydrocarbon
| include cesyduc

“Gas” is natural gas both
ated, and all of its constituen
from any well in the Area ancl
substances therem. Said term shal

gas.

(A A “barrel” shall consst
gallons, liqux]l measure corrected to
of sixty degrees {60°) Fahrenheit.

()

of forty two (42) United States
a temperaturt

means the furst well on any

¢ testing in accordance.
try production prac
found to bt capable
not less than

(BOPD)

“Oommercial Well”
geological teature which afte

. with sound and accepted indus
tices and verified by EGPC. 13
of producng al the average ratc of
e thousand (1000) barrels of oil per clay
for thirty (30) consecutive producing davs.
The date of discovery of 2 "Cormmercial Well™” 1

the date on which such well 1 comipleted and tested

acoording o the above.
«A RE. means Arab Repu

{9

blic of EgyP.
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(k)
(1) «Fffective Date” means the date on which the text of | ota U2 G’ y A f.:g, s £ ;!
his Agreement, is legally approved, and signed bY B aaige) e eSS p 1LY
the GOVERNMENT. .
(7) “Year OF «(alendar Year means a period of twelve | V¢ (w') - Yo bl 1_..;____'.':.11 i A U A ')
. (12).mmm5 according to the Gregoman Calendar. oy ﬁjd |

(k) «Fipancial Year IMeans the GOVERNMENTS J 4 1A ke SR 1) b U B)
Financial year starting on January st and endig on | LRy Ll o o o 23 Y1 PESTL
December 31st, hath dates bemg inclusive, - - : — o’

() “Tax Year’ means the period of twelve (12) months | <=~ s (VY ) o Sas babas i &l ad™ J
" ing to the Gregorman Calendar for which tax | lge &y g2 s S\ AREAY A At sl il
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i7) Which is the owner directly or indirectly of sharc
capital conferring a majority of votes at stock-
holders mreetings of a party hereto ; Or

7i) Whose share capital confernng a majonty of |

votes at stockhoders’ meetings of such company
and the share capital conferring a majority of
votes at stockholders’ meetings of a party hereto
are owned directly or indirectly by the same

company.

(n) “Exploration Block” or simply “Block™ shall mean one
(or more if referred to in the plural) of the numbered
subdivisions within the Area shown in Annex "B

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A” ts a descripiion of the Area covered and
Affecred by this Aereement. herrimafter referred to as the

“Area’.

Anmex “B” is an illustrative approximate map on the
scalec of 1 : 1,000,000 indicating the Area covered and
affectad by this Agreement and described in Annex "A”

Annex “C is the form of the Letter of Guaranty to be
issuedd by the Chase National Bank (Egypt) S.AE. and 1o
be submitted by the CONTRACTOR at the time of sig-
nature of this Agreement by the Mimnister of Petrolcum
for the sum of one malion 1,000,000} U.S Dollars, guarant-
eeing the oxecution of GONTRACTOR's - mimumum
exploration obligations Rereunder for the first two (2) year
exploration period, such guaranty shall remain effective
for six (6) months after the end of the said two (2) year
neriod except as it may be released prior to that time
accordance with the terms thereof.

In the event Cmtractﬁr exercises its option for the second
exploration period as provided for in Article 111 (b) here-
under, it will submit, thirty (30) days before the expiry of

the first exploration period a Letter of Guaranty m the |

same form as it Ammex “C” for the sum of four (4) muilion
U.S. Dollars, guarantecing the execution of Contractor’s
minimum exploration obligations for the second (2nd)
exploration period.

Annex “D” is the Charter of the operaung company to
be formed as provided for in Article VI hereof.

Annex “E” is the Accounting Procedure.

| Thﬂ Anﬂfxtﬂ “A", “B”, “cv:-’ ::Dn Elnd &!Enu to :hiﬂ
Agreement are hereby made parts hereol, and they shall

be considered as having equal force and effect with the |'

|

provisions of this_ Agreemervet.
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ARTICLE 11I
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and CON-
- TRACTOR, subject to the terms, covenants and conditions
set ont in this Agreement which msofar as they may con-
tracict with any provisions of Law No. 66 of 1953, as
amended, shall have the force of Law, an exclusive con-
cession in and to the Area described in Annexes “A” and

IKB-!'!

(@) The GOVERNMENT shall own and be entitled as
hereinafter provided, to a royalty in cash or in kind
of Ten percent (10 %) of the total quantity of petro-
leurn produced and saved from the Area during the
development period including renewal.  Said royalty |
shall be home and paid by EGPC and shall not be
the obligation of the CONTRACTOR. The payment
of rovalties by EGPC shall not be deemed to result in
income attributable to the CONTRACTOR.

() An initial exploration peniod of two (2) years shall
start from thd Effective Date. Two (2) successive
periods to the initial exploration period of three ()
years cach shall be granted to Contractor at s option
upon thirty (30) days written nouce to EGPC prior |
to the expiration of the current period and subject
only to its having fulfilled its obligations hereunder
for the preceding penod. However, the third
exploration peried of three (3) years shall consist of
three (3) oconseattive ome (1) vear sub-periods
within which Contractor has the option to exercisc
which Contractor has the option to exercisc its night
to a yearly extension upon thirty (30) days written |
notice to EGPC prior to the expiration of the current |
one (1) vear sub-perod, and subject to its having
fulfilled its obligations hereunder for the preceding
sub-period. The Agreement shall be rermmated if
' Commercial Discovery has been converted nto |
a development lease by the end of the eighth (8th) year
of the exploration period or upon the completion,
drilling and testing of any well actually under dnllng,
completing or testing at the end of such eighth (8th)

year of exploration period, provided that such drill-

ing, comoletion, testmg and the conversion mta 2

developmtenit lease shall m no event E'.':KCECE] tha end
of such eighth year by more than six (6) months.
Notwithstanding any provisiors hereunder, the elec
rion by EGPC to andertake a sole Irisk venture under
paragnlaph' (c) of this Article I'IIr shall not f‘::b:tcnd the
exploration period nor Jffect the termmation of this

Agreement as o CONTRACTOR.

(¢) “Commercial Discovery” After discovery of a Com-
mercial Well, Contractor shrall ondertake as part of ]
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jts exploration programy the appraisal of the discovery
by the drilling of one or moTc additonal wells t0

determine whether such discovery is worthy of being
developed commercially, taking into consideration
the recoverable rescrves, production, pipeline and |
terminal facilities required, estimated crude oil prices,
and all other relevant technical and economic factors. |

A commercial Discovery may consist of one producing |
reservoir or a group of prouducing reservoirs which
after appraisal is worthy of being developed commer
cially. CONTRACTOR shali give notice of a Com
meraial Discovery to EGPC s mmediately after the dbs-
covery is considered by CONTRACTOR to be
worthy of commercial development but m no event !
later than the completion of the second exploration

appraisal well: or nine {(9) months, following the date
of discovery of the commerical Well, whichever 15
earlier; except that CONTRACTOR shall also have
the right to give such otice of commercial Ihscoveey
with respect to any FeSETVOIr OT TESETVOLTs Even if the

the definition of “Commercial Well” if, in its opmion,
a group of reservoirs onsidered collectively, could be
worthy of commercial developmrent. However, Con-
tractor shall immediatdly give motict o EGPC of
any discovery after it has bgen tested in accordance
with sound and accepted industry production prac
Hees even if such discovery is NOX d by contrac
ror to be a Commercial Discovery.

Following receipt of auuch notice EGPC and CON- {
TRACTOR shall meet and Teview all appropriate
data with a view to mutually agreemg upad the ex-
istence of a Commercial Discovery. The datc of

cial Discovery shall he the date EGPC ar_u‘l

CONTRACTOR utually agree that 2 Commercia:
Discovery €xists. |

1f Crude Oil 1s discovered but 1s not deemed by ‘
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above provisions of this paragraph
six (6) months after expiration of the period specified
above within which CONTRACTYOR can give notice of
Commercal Discovery, o fifteen (19 '

completion of 2 well considered 2 “Commercial Well”,
have the right, following sixty (60) days notice I wnong

‘o CONTRACTOR at its wole cost, risk and expense, 10
and dispose of all Crude OQil from the

geological feature O which the well has been d_rillcd'. S_aid
notice shall state the gpecific ard overing said geological
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feature to be developed, the wells to be drlled, the produc-
don {acilities to be instalied and EGPC’s estimated cost
Such area shall be mutually agreed upoun bet-
.nd CONTRACTOR on the basis of good

ween EGPG
Oit Industry Practices. Within thirty (30) days after

receipt of said notice CONTRACTOR may, I writing,
elect to develop such area as provided for . the case of

Commercial  Isscovery hereunder. In such event ali
continuge to

rhereof.

terms Of this Agreement shall uppl}" to the |

spl:ciﬁtd Area.

1f CONTRACTOR elects not to develop such area,
the specific arca.coVenng said geological feature shiall
be cet aside for sole Tisk Dpcrat_ims by EGPC. In the
event Mariut, as provided for in Article VI of this Agree:

ment, has come o existence EGPC shall be entitied to

have Mariut perform such operations for 1t at EGPC's
When EGPC has recovered

quantity ot Crude Ol equal Iy value to three hundred
(300) percent of the costs + has incurred, CONTRACT OR
<hall have tHe optiof, only in the tvent there has been a
separate Commercial Discovery, 10 chare in further devel
opment and production of that specifia area upon paying
EGPC one hundred (100) percent of such costs incurred
by EGPC. Such one hundred (100} percent payment shall
he recovered i:ry CONTRACTOR from Cost Reoovery
Crude in the normal manner for the recovery of expenses.

Tmanediately following such payment the specific area
shall either {1) revert 1o the status of an ordinary develop

ment lease under this Agreement and thereaftér shall be

" accordance with the termis hereof; or (i)
;1 the event that at such time EGPC or its
affiliated company 1s conducting all development opcrar
tions in the area at its sole expense and EGPC elects 10
continue operating, the arca <hall remain set aside and
CONTRACTOR shall only be entitled to 1ts production
sharing percentage of the Grude O as specified in Article
VII (b) below.

Dp‘crattd in
altematively,

i Paragraph (c) of Article VIL In

The sole risk crude oil shall be valued In |

the manner provided
the event of any termination
provisions of paragraph (b) above, this Agreement shall,

however, continue to apply to EGPC’s operation of any

sole risk venture hereunder, although such Agreement shall

of this Agreement under the |

have been terminated with respect to Comtractor
pursuant to the provisions ¥ said paragraph b} above.
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() The development period shall be twenty (20) yﬁarﬁl sl g, éj‘d{_}- e () O 2 Lol i IS 3)
from the date of the first Commercial  Discovery. C e s ot b 3zl ads wag v
This period may be rencwed for an additional period } 7 byaes Astal sl ad a3 TR R s
of ten (10) years at the option of CONTRACTOR | g% sy WAl e ol Sl (14 )
upon s (b} mmthsﬁprim"* written notice to EGPC. Ll_‘;_}l..'.“__jl.'_?f"iﬂ ey, gl b, o (1) o s
Following Cormnercial Discovery the extent of thel A D, o -
whole area capable of preduction to be covered by oL '*‘.'.?'?i G gla b Sl sl o Ols ) £
development lease or leases shall be mutually agreed | L5 agie g sk e Sy ¥ L)

- *

upon by EGPG and Contractor and be subject to the Ceim o sy =l e - , e
a.ppmval of the Minister of Petroleum. Such area .ol s g ‘-}”‘7“4'.-:’5 esd Je “)“'J" | E'-’L- S

<hall then be converted automatically mto a develop- AL >4 o A M b Ll sl e s
ment lease or leases without the issuamce of any
additional legal instrument or permission. i

Development operations thereafter shall be started u..:LL.J\: o\ 5}—” o)y and SAF T-; 3
promptly by Operatmg Company and, unless EGPC APRLUE s UYe e aEe Y, Lo el s
and. Contractor agree otherwise, at least one dnllng T e T LI -
rig shall be used continuously unti, in accodance with Jad Ay o BIRICI IR A S Bag
good ofl field practices and accepted  petroleum I o yil} ekdiad g A aclyai s JR PRGN
engineering principles, the field is considered to be . o
fully developed. In the event no commercial pro- ]
Jucton of Petroleum in regular shipments is estab- C\l—u RAREN SR Jaad sl (T_E; e
lished in any one of the blocks in which a Commercial | 7 ge g sl SO <RI NI |
Discovery i};‘. made within three (3) vears from the B e | L';, ‘J"-; .._.,b.::.-?L
date of Commercial Discovery, such block shall be Jedl s b eog JEI RN £5 gl )
surrendered. T ) el s

- o
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) Contractor shall bear and pay all the costs and | ol 3oy alls ST BT s J gl Je (2
expenses Tequired 1n carrying out all the operatons Tl e a5, S bl PR
under this Agreement, but such costs and expenses oan O] b ¢ ‘*f'l’*\:“:-*‘d Ty & W:'. ¢

Lty P L AR 5 <kl ,_,Jg.:ﬂ

<hall not include interest on mvestment, and Cont-
- ctor shall look only to the Petroleum to which icis | L LI i abs SN SRl ), A L
entitled undec this Agreement O rccover such costs | R L - eel 1
and expenses. Such costs and expenses shall be re- | 242 Sy Bl sas Yoo Sy e AR L;{j;
coverable as provided in Artide VII. During the | ;.10 vals RUIE RIS 723 U1 -
tmnoft]ﬁsAg;mntanditsrmcwﬂ the total pro- Al 3 ""r‘lﬂf
duction achieved in the conduct of such operations ' :
chall be divided between EGPC and Contractor n i bl sdm 5 il An% Je Jrar) o ) :,..'?:‘n
accordance with the provisions of Article VII. l - Ll L g Gy leil\:tl e ok

Jirf O ¢ Wy ALY e Ok - SPRTLNY

f (1) Contractor shall subject to the laws in force | (g ¢ z) o o b grib 2 I ) ()
from time to time of the ARE. and the political ‘ Jodl e b o PURIE IR ":“'_,-‘3 h;‘-...ir_j
<bdivisions thereof which 1mpose taxes on of v '1"'-"‘;'5"' R
measured by Income or profits, mcluding those ¢ Lhljlas C“"’Jﬂ sddeai F g s ."’u.‘.}
laws imposing the commercial and industrial pro- 3 (1ob.ly4 JL:':nCL__;‘”ﬂ Py, ERUE B
fltstax,mu.nictipa] m,deftm tﬂ-ﬁ,ﬂﬂﬂm.aj:;ﬂﬂl' ;ﬂ _ tgil—n ._} : l.l.-.}:.-—-'.b; . L-h-“"'*:"_,"'b_’
rity tax on mcome and dividends paid with res S8 3 O NS
pect to sharcholders (herewalter referred to as l,J!_ Py ) qﬁ-p :-h s3I T L S
“AR.E. Income Tﬂ}lﬂ'ﬂ") and, .cxccp'ﬂ as othtrwisc | . o« (&. ¢ C) J Jp-ljll '--':E_;-" Do g ¢3
provided in the Agreement sh'::tll pomp'lj,r with th? o ¢ G G el v e an e il
requirements of such laws with respect to the | 3 ! A s -
filing of retumns, the assessment of tax and the | ¢« ohiAY) gdo o’ L_-' S350 *-“' = y =
keeping for review by authorized persons n; bﬁogs | cpmazed ug ook y Sl Llaalss 4 & 1 By
mnd records. For these purposcs, amy A.h-to T T ot s Bl aY e - MRN
Income Taxes fg which PGnntmc.tDr’s share- | M e | o Al PN o | » Vit s "k'l& ’
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okders oy be bl sl e decd e | 1 AL 880 (LoD
' . s share of the LLM#.&:—J.J . Jelill g
Crude O determined under Article VIT indludes | 2o o ST Je fape S s 45
an amount equal in value to all of Contractor’s ! 'LM 3l |¢.{L_JI pldlisas] fu;" ‘:“}u'
ARE. Income Taxes. S i b | o BT e 3Lyl Gl

(f-¢rz) o

(2) For purposes of applying paragraph '
o ph (f) (1) ot | . ; . . -
this wdﬁ the total taxabis income of Contra- O ¢ JLlld,.u. o (V)s) sl 5 2 Y)
ctor in respect any Tax Year shall be an amount Jo ot Wr &y 2 e al Al L ANNAN 2T
calcubaned as follows : | - S -
T LY

i) The total of the sums recetved by Contractor

g?lm the salt;rr other disposition of all Crude | & o padl i G’“ ool blolsn Jlddhe of —
acquired by Contractor pursuant t RN . - Nt

“q y pursuant 1o (a{];i___l) .;;::‘,ﬂl rLC.Y A8y JJMIQ#PL;J‘ f'u-:'h;*_

Article VII, paragraphs (a) and (b} ; | s
. il
LESS et
* Laad

a. The costs and experses of Coniractor ) - |
which. are allowed to be recovered m th ! a3ty 2ald eI Jati \gas! .._;1' b palls WAL S

Tax Year under paragraph {a) Article
VII ; and

b. The wval rmined 1 pt :
e wvalue, detc . paragraph *;_)\ u&:'uj PP BT o > |;__.-5.-::| 3 13! :4--;3»} -

(¢) of Articde VIL of the excess Cost .
Recovery Crude Oil taken and separa- sl 2l geenbly 2 oaa HEENE P o3 ruf

tely disposed of by Contractor pursuant | . Al ey e i s e |

v Article V11, paragraph (a) (2); PLUS
il e Y (V)
)
i) An amount equal to Contractor's A.R.E.- ) s YRR i
Income Vaxes. : {-’:f ' C}d JadY ke ol e v shs ik —
(3) EGPGshallassumdpayanddischz:gc,nnbhhaif e =
of Contractor, Contractor’s ARE. Incomec be (;_’_{‘ . E)d I I
o
b

sums receved by EGPC [ Lk jus J] dLu o Jeall e WL Las y gabdie ¢
on of its share of | N L ¢ e =

(4) EGPC shall fumish to Contractor thtfpzlpﬂ - L;nu_,'j\ i e o Sl S el ey b
fficial ‘nts evidencing the t of Cont- T s aa ’ S T
official Teceipts evidencing the paymel sty T bt Je (e B R N e

Taxes out of the
from the sale or other disposit
the Crude Onl.

ractor’s AR.E. Income Tm{_m’ within B¢ S olosts d:‘a.s'_,-h-‘*ﬁ‘i-*:" LA by (M
hondred fifty (150) days following the COMMIER ) 5 1 b duacki 2 abotal 7 : sl 2

ing Tax Year. Such WO ) L
LA S PO R SR o J_-'_:__-- ry

cement of next €Sy
receapts shall be - ued by the proper Tax Authe-

and shall state the amount and other
r such receipts. |

[1ties

particulars citStomary o
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In calculating its A.R.E. Income Taxes, EGPC shall
be entitled to deduct royalties paid by EGPC to the
GOVERNMENT and the AR.E. income Taxes of
Contractor paid by EGPC on Contractor's behalf.

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD .

Contractor shall commence exploration opcraions
hereunder not later than cine (9) manths after the
Effective Date. Not later than the end-ot the thirty
sixth (36th) month after thel Effective Dae, Conra-
ctor shall start exploration drilling in the Area.
EGPC shall make available for Contractor's use all
seismic and other exploration data it EGPC's possts:
sion with respect to said Area.

The initial exploration period shall be a period of
two (2) years.
period for two (2) additional periods of three (3) years
each, upon thirty (30} days written potice prior to the
end of the current period, to EGPC subject to It
expenditure of its miumum exploration obligations
for each such peroid. Contractor shall spend a minu-
am of one million (1,000,000} U.S. Dollars on

exploration  operations and activities related thereto
during thie imitial two (2} year expioration period.
For the second three {3) year exploration period that
Contractor clects to extend beyond the imtial two
period, Contractor shall spend a
minimun of four (4) milion US. Dollars or drill two
(2) wells, whichever is higher in value. For the third
(31d) three (3) year exploration period, Contractor
shall spend, during each one (1} year sub-period that
Contractor clects to extend beyond the second &x:
ploration period, 2 minimum of one milkon  sCven
US. Dollars for gach
one year sub-period Contractor has clected to extend.

Contractor should spend moTe than the mnumunt
amount required o be expended during the initial two
(2) year exploration neriod or during any pi:ri{:r-[l ‘thn:rc
after, the excess may he credited to the muaimum
amount of money required to be expended by Cons
tractor durmg any qacoeeding exploration period 0t

periods or sub-period as thd casa may be.

(2} year exploration

cenders its exploration obhga-

In case Cmtmc.turjur
forth above belore

Gons under this Agfccmmt as set

Contractor may extend this exploration |
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or at the end of the two {2) years of the initial explora-

- tion period, having expended less than the total sum
of one miilion (1,000;000) U.S. Dollars on exploration

or m 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 one mullion (1,000,000) U.S Dollars and the

amount actually spent on exploration activities shail
be paid by Contractor to EGPC at the time of sur-

rendering or within threc (3) months after the end of
the second {2nd) year of the initial exploration pernodd,
as the casq may be.  Any expenditure deficiency by

Contractor for the second or third exploraton pcriod'
for the reasons above noted shall, similardy, result 1n

a payment by Contractor to EGPC of such deficiency.
Provided this Agreement is still in force as to Contra-
ctor, Contractor shall be entitled to recover any suck
payments as exploration expenditure n the mauner
provided for under Axticle VII m the event of deve-

lopment of commerical production.
[n case no Commercial Discovery is established by

the end of the eighth {8th) year, or such later date as
provided for in Article 1 (b) above, EGPC will not

bear any of aforesald expenses spent by CONTRA-
CTOR.

(¢) At least three (3) months prior to the beginning of

cach year or at such other times as othcrwise mutually

agreed to by EGPC and CONTRACTOR, CONTRA-

GTOR shall prepare an Explorauon Work Program
and Budget for the Arca setting forth the expleration
operations which CONTRACTOR proposes (o carry
out during the ensuing year. During the Exploration
Period such Work Program and Budget shall be at
least sufficient to satisfy Contractor s mINmUMm expen-
diture obligation for the period it covers, taking into
accountt any credits for excess expenditures by Con-

tractor in prior exploration period ot periods.

The Exploration W _
be reviewed by a joint committe 10 be established by

EGPC and Contractor after the Effective Date of
this Agrecment. This committee, hcr:inaf'tcr rﬁfcmd
‘o as the “Exploration Advisory Committee” shall
consist of six (6) members, three (3) of whom shall be
appointed by EG PC and three (3) by Flontmctnr. The
Chairman of the Exploration Advisory Commtttee
shall be designated by EGPG from among the members

appointed by 1t.
mittce shall review an
priate with respect to t
and Budget. Foliowing
Advisory Commuttee, Cont

d give such advice as 15 appror-

he propesed Work FProgram
review by the Exploration

revisions as are approprat .
tion Work Program and Budget to BE.G. P. C. for

otk Program and Budget shall |

The Exploration Advisory Com- |

mctor shall make such |
e and submit the Explora- |

WAL D e O (50 ) WY dul s 3
-

F i il Sl DU Lo il a5 0 Ky 2B b
QL_\J)IL:J]JYJJQAJYJJ(\ ...... );:_,:11.1 *.L_..C_,s_:
AR B I g AP P TRV PV
A M e 3 Ll dakcdi 3 gl (y)H
o A L sles W B gll ia O Syl b o 45
T IO B R Y (RO R [0
ksl sbas! gl A s S AL Y
3 5kl o e C._..I e s DK L0 !
VY o5 e 2 ) ;_L:_-_,,- N
- MoV e
ol ) A Sl s e el L
San O gos a0 W, L2 A
(b Yl gy, gl Joliladn el 1 L L
432 Dyl 06 ¢ MY Lot gyt 4, - Gl
il e i i S I e O
O B T el U3 e e e
SO R R P R - {hre g R ¥ A S EPRFE P
el (o) W LYWL A aw 4if 0 kol
Dyl 5 S 3 S AIL iyl e LR g

NS

r.

321 Ja to jptly) 42 s Bals ‘_‘:i_d,l.?;lr_‘.j._ { =

c dybally bl o Lok S e ety
A3 Cpe ikl g ol JLF-YL_J_‘,:.:‘, JJE.JJ_ slas
L1y U A e Y L gl g s el L0
J# -'-&915’1:3‘{“; Joal! T 355 Ol EUY P X
PP I WU AFV IR A | PR RO B U P Y
| i, J AL 3w dplaa SV
il ol SV dos Jyld) 28 i e
£ A Jyladly ZA A A A and
JUEl 2l Ly Joad g, DY o 0L
odlid” i)l b1 1,0 P IS TREEJUES
el gt o W0 € bl {3 o Y
o ik oy b Ry LA - U
sk o4y, opis Gl N e e a Y
41)1 fiir}cjzlt iy e £ s w iy
O [ R R T
él:{r.ﬁ.ﬁ, RIUICH V. RS PR AP R Sy
ovas ¢ el Al Sodb Lokl Ly Jadd



16

vt e g ¥y S (0S5

p—

- (d)

| ministration and operations

" tion and performance of Exploraton

S —
i

its approval, which approval shall not be unreasonably |
withheld. Followmg such approval, it 1s agreed that :

5y Contractor shall not substantially revisc Or modity

" ¢aid Work Program and Budget nor reduce the |
approved budgeted expenditure  without the
approval of EGPC ; ‘

i the evet of emergencies nvolving danger of
loss of lives or property, (onmactor may expend
such additiona! unbudgeted amounts as may be
required to alleviate such danger. Such experr
diture shall be considered all
exploration expenditures and shall be recovered

pursuant to the provisions of Arucle VII hereal.

CONTRACTOR shall advance 2l necessary funds
for all materals, equipment, supplies, p-crsoxmtl, ad-
pursuant to the Explora-
vion. Work Program and Budsget and EGPC shall not
be responsible to bear or repay any of the aforesaid
Ccost.

CONTRACTOR shall be responsible tor the prepara-
_ Work Program
which shall be implemented 'n a workmanlike mannet
and consistent with good industry praciices.

Except as 1S appropriate for the processing of data
and laboratory studies thereoa, to be made spf.'cim \\
lized centers outside A R.E. all geological and gue
physical studies and any other studies related to the
performance of this Agreement, shall be made i the
ARE.

CONTRACTOR shall entrust the management of
exploration operations in the ARE. to1ts technically
competent Ceneral Manager and Assistant M anager.
The names of such Manager and Assistant Manager |
shall, upoen appomtment, be forthwith notified to the
COVERNMENT and t0 rGPC. The Manager, 1
his absence, the Assistant Manager, shall b¢ entrusted
by Contractor with sufficlent powers to carty out
: nmediately and comply with all lawful written
directions given fo them by the COVERNMENT
or its representative .mder the terms of this Agrecment |
or any lawful regulation - ayed o hereafter to be
issued which are applicable hereunder.

CONTRACTOR shall supply EGPC within thirty |
{30) days trom the end of each calendar quarter with |
3 Statement of Exploration Activity showIng Ccosts
. surred and paid by Contraciot during such quarter-
Contractor’s records and necessary supporting docur
ments shall be availabic for inspection by EGPC at
any time during regular working hours for three (3)
the date of ceceiving each Statement.

Within the three (3) months from the date of recet
ving such Statement, EGPC shall advise Contractor

1)

months from

in writing if 1t cosiders :
5y that the record of costs 15 pot correct, ol
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i) that the costs of goods or services supplied are
not in line with the international market pnces
for goods or services of similar quality supplied
on similar terms prevailing ag the time such
goods or services were suppled, provided,
however, that purchases made and services
performed withm A R.E. shall be subject to
Artide XXV, or |

1) that the condition of the matenals fumished by
Contractor does not tally with their prices, or

v) that the costs mcurred and paid are not reason:
ably raquired for operations.

CONTRACTOR shall confer with EGPC
connection with the problem thus presenteq,
and parties shall attempt to reach a settlement
which is mutually satisfactory. I within the
time Yimit of the three (3) months period pro-
vided for in this paragraph, EGPC has not advr-
sed Contractor of its objection to any State-
ment, such statement shall be considered  as

approved.
g} Contractor shall supply all funds necessary for

its operations in ARE. under ths Agrcement

in freely convertible currency from abroad. Contra-

ctor shall have the night to buy Egyptian currency
whenever required and the conversion shali be made

at the Egyptian banks in the AR.E. according 10
the official AR E. rate of exchange.

ARTICLE V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY

At the end of the fifth (5th) vear aftcr the Effective

Date hereof, Contractor shall relinquish fifty (50) percent
of the original Area not then converted to a development

lease or leases.

At the end of the wral exploration pertod, Contractor
shall relinquish the remainder of the original Area not
then converted to a development lease or leases.

VOLUNTARY |

Contractor may voluntarily during any period relinqu-
ish all or any part of the Area provided that at the time
of such voluntary relinquishment its financial obligations
for exploration expenditures under Ardcle TV paragraph
(b) have been satisfied for such period.

Any relinquishments hereunder shall be credited
roward the mandatory provisions of the above paragraph.

Following Commercial Discovery, EGPC and Cont-
ractor shall mutually agree upon any area to be relinquui-

shed thereafter, except for the relinquishment provided
for above at the end ofthe total exploration period.
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Ijgtwithﬂdhg the above, Contractor mady, wi;t_hﬂ;;lt (:-) ; _,i'nl\ngl;}'\ Ao o & Jalal 5, ¢ o5 W bd e,
prejudice to Article 111 {c] at any time swrrender all the 5wkl TR ™ el .l
+ o P oY iyl g e Rl

Area or all the remaining part of the original Area provl - _ t
Jed that at the time of such surrender its obligations for W4 » é}k 3as 605K 0l PPRPEMINE S ANy AN

any current exploraion period under Article IV varagr T s b e D e U el e
aph {b) have been satisfied. i Londl Sl o 4l s sl e S 4 JJ‘. =
- 1-"'{“_;:[' ;Ju‘ J (!.__:_in ;:.,;;
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ARTICLE VI (iealha> U

OPERATION AFTER COMMERCIAL DISCOVERY & sloedl ALEKEY L Sl

(@) On Commerctal Discovery, EGPC and Contractor | Jylddl, 2l -5 ¢ G LS e el e
shall form in the A.R.E. an opcrating comparny whij::h '25:..1""‘,.\ Lol o LY ‘-L..i.f 5 (¢ F
shall be called Mariut Petroleumn (Company. herein- :5;-“ M tlﬁ"]p FEIREN L .“"3 :.-E.L-..;
Jfeer referred to as Mariut or as Operating Company. | . ’ - T LJ, -7 o f:::
Mariut shall be subject to the laws and regulations n Ji’}ul f;bm" ol Al S f,-'b:" ol A
force in the A.R.F. to the extent that such laws and 4’1‘;‘}31 o2 l1“' SE L;“ . (:_ { - :**-;5'
regulations are not ICONSISCN with the provisions of
this Agreement or the Charter of Mariut ; however,
Mariut shall, for the purposses of thus Agrﬂf:m::mt, be | U LT aa Y £1)m} ;.-:;‘:ﬂ! ff:"i FOVTED
exempted from the following laws and regulations as : {:.U ) L;'fij-; o lgle 2 oy S A

now or hereafter amended or substitutedd :

Ly Y aie o EY ie B e e AV
[ g aila Yl d"’ﬂ-’ﬂmu..f..“""

-

i il a2 EY Cbe e OB L gl e

4 T B [ = i U A . -. ! » + et
¢ Azl *-....-'l:*r L:b ‘H.L!-" Fn..-h VALY s A ) L& —

[aw No. 80 of 1947 on Exchange Control and its |

executive regulations, as amended;

—p—

-r

I P

AICIUNCHEICR it PR BTG CK SUSTR VN U
| L4 :_-L-l‘ ‘;:;\_,j) L 3D e

—  Law No. 26 of 1954 on Companics, as amended:

— Law No. 141 of 1963 on Representation of Employees '-"L‘\fll‘ A J'S:"‘ 523 mr gy ..’_.:. iy L‘f‘—f
and Workers on the Boards of Companies ; e BAAR T ial il ey Sl

. .. Ll D3l see Al - M. S vl
— Law No. 60 of 1971 on Public Institutions ; Al T oy ek havy A {‘,-" I"'f_ B
r’mﬂ elad U A

— Law No. 61 of 1971 on the Staff Regulations of Public 'fU‘ &ui'i ,;,-:L-.Jl f't‘i-; Sheh avy 1 f;" Jy & —
| - . L}L‘;':Umjﬁ‘.i’ b4 ;;-—]'\,ﬂ‘,,h- ;uv - ..-L; ___}1.;.—-
—  Prasidential Decree No. 1868 of 1974 restricung some | _ - A \_ﬂ i . 4 ””} :" i'J *' N
Contracts of Works of the (Govemment 10 Public | -‘-‘j‘:"*—:if*jl f_@JbLb;; Lol ol btas e NP
Tnstiutions and Corporations and Public Sector Untts, | | |
as amended. | s Al BB WA B Tk
5)  The Charter of Mariut is hereto attached as Annex """ ":4::' b Ar = -'".”' *-*"T _ el
“D”. Within thirty (30) days after the date of Com- | gl sy Coainalit s (Fo . W JNe 3
mercia] Discovery, the Charter shall take effect and | 5 -l il 570 5K Lt J-"'-:” e L5
Operating Company _shall automatically come into | s ‘j’ C L S
existence, without any further procedures. TS SRS LRI LN N Ho3

Companies ; and
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(¢} Ninety {90) days after the dnz Operating Compady Sl ol as {Li N ey (4+) e i
comes INto existnce i acod ance with pangraoh | - <,y I P
(b) above, it shall prepar a development WP;ri: g];:og = éL"'- o\ iz 1 e S et {o) 2 il 3>

am and Budget for the remainder of the yeat n | -,‘;}@:‘1_;'\,:25/"}\"@ gi M o
which the Commercial Dnscovery < made; and 10t . - . ,
Lter than the fifteentt (13th) of October of id e sS o (Vo) PREEI R R
vear (of such other datfasnmybcagmduaﬂn‘; and . LY ae o [ ade S T .k Ty
the fifeenth (i5th of Ocwober of cach }'fir th=re- :r-;“,r*‘{ _J’_ dJl'- f (-7 C*_j\‘ 7 )
Afrer, Operating Company shall preparc arL anrual A Y pas A e £ ro S ve)
Production Schedue, Work Program and Buleer for . Jud ey WL 250 Cj:"* g Ssaatl
+he succeeding ViaT Tts Produciica Sheoalr LNy Al Ty le N Yo 23
Work Prograr: an: Budget shal D€ cubmined wothe! Y Ay o U Fed e A
Board of Directors for AppIoOvVA -

A e

-

v
- ) gt

(@ Notlater char the tweatteln (2(th) day of ez -h month S
. .- -t 2 . - - - . . - = . _
Operating Crmpens shall fumish €O Corracar = | el § oo JULS L S A e I
- < £ - N . -3 n g - - Wl . - - ! -
Wt esumate b 1S tecal cash recueen for s PR a3 sas) L A

expenciture e tre frse nalf ind the seco.d balf & s e, L L e
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ARTICLE Vil

RECOVERY OF COSTS AND EXPENSES AND

PRODUCTION 5H ARING

(g) (1) Cosi Recovery Crude Ou

‘o the auditing provisions under this
Agreement, ContractoT shall recover all costs
and expenses I respect of all the exploraton
developement and related operation upder this
Agreement to the extent and out of forty {40!
percent per annuim of all Crude O1l produced and
' m al development leases hereunder and
not used in petroleum operatlons. Such Crud:
(il is hereinafter referred 1o as “(Cost Recovery

Curde Onl”.
Such Costs and FExpenses shall be recovered from
Cost Recovery Crude Oil i the following

MAanmner .

(i) All operating ExXpenses
after nitial Commercial Production, which
for the purposes of this Agreement shall
mean the date on which the first regular
shipment s made, shail be cecoverable m the
later of the Tax Year in which such expenscs

e nourred and paid or the Tax Year n
which Inital Cormmercial Productton 0TCUEs.

Subject

‘curred and paid

Exploration ExptndItures, including those
ccumulated prior to the commencement of
Tnitial Commercial Production, which for
the purposes Of this Agreement shall mean
the date on which the first regular shipment
¢ made, shall be recoverable at the rate of
twenty (20) percent pet annum based on
amortization  at that rate starfing in the
{ater of the Tax Year in which such expen-
ditures are incurred and paid or the Tax
Year in which Tnitial Commercial Produc-

tion COMINENCES.
(i)
accumulated prioxr 10 the commencement

of Initial Commercral Production. shall be
at the rate of twenty (20}

percent per annum based o amortization at |
the later of thr Tax |

tfat rate startmg m
Year m ~hich such t:(penditurﬂs ar€ Mneur-

redd and paid or the Tax Year ‘n which Ini-
tial Commercial Production COMMENCES.

(i) To the extent that, in a Tax Year, cOsis,
, recoverable per
paragraphs (1), and (1)
exceed the value of all Cost Recovery Crude

Oil for such Jax Ycar, the excess shall be

prececing,

»

|

Development Expenditures, including those |

—r e
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carried forward for recovery in the next
succeeding Tax Year or Years until fully
recovered ; but 1 0o ase after the termina-
tion of the Agreement, as 10 Contractor.

For the purposc of determining the classifi- |

cation of all costs, expenses and expenditures
for. their recovery, the following tCrms shall

apply *
1. “FExploration Expenditures” shall mean
alt costs and expenses for Exploration.

2. “Development Expenditures shall
mean all costs andd expenscs for

Development, with  the excepton
of operatmg expenscs.
3. “Operating Ex;)em;cs“ shall mcan

all costs, expenses and expend ures
- made after initial Clommercial

Production for production OpeTa-
tions, which costs, €xXpenses andl
expenditures  are not normally
depreciable. -

Contractor shall each Year take and separaieiy

dispose of all Cost Recovery Crude Oil produced.

provided subparagraph (a) (3)
plus its share ot the

(a) (2)

(except as
below. of this Article VII)

balance of the Crude Oil as stipulated in para-
eraph (b} blaow of this Article VII. To the extent
that the value of the Cost Recovery Crude Ol

(as determmned m sup-paragraph  (c) below)
exceeds the actual recoverable costs and expen-
ditures, including any carry forward from para-
graph (a) (1) (1) to (:v) above, to be recovered m
that vear, the- value of -such excess Cost
Recovery Crude. Oil actually taken and sepa-
rately disposed of by Contractor shall be patd by
Contractor to EGPG in the manner set forth n
Article TV of the Accounting Proccdure  con- |

ramed m Ammex “E”, and Contractor shall be
deemed to have purchased such excess Cost

Recovery Crude Oil.

£EGPC shal each Vear take delivery of

cigh ty (80) percent of the excess Cost Re- |
covery Crude O1 F.0.B. the export terminal

(or othex delivery point mutually agreed).

(3)

F

Pmducii;:rn Sharing

The remaining SIXty (60) percent of the Crude Ol
15] of separately by EGPC

slmllbctakmanddxspmi‘

nd Contractor in the following proportions

r
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EGPC — Eighty (80) ‘percent

Contractor — Twenty (20) percent

() (1) It is the intent of the Parties that the vahie of

the Cost Recovery Crude Oil shall refloet the
prevatlng marke: price for Corade O1l For the
purposcs of evatuating the prevadicg market
vaule of the quantity of Cost Recovere Cruade
Oil to whxch Contractor s entithed reremder,
during =ach calendar semester.  the weghid
average price for comparable quinztires realed
in freel convertble surrenv from FOB poict
of export saies a: armslensgth ov exher EGPC o7
Contractor under al Crude O1l sale:s costracs
currentv m effex, bat excluding zrace ©Oi sales
comtrac:s wrvolvng tarter, wiuchnver i nghen
1 nont-hlizted omoants durans susn senester
shail be used. 70 15 anditsToad trat 2
of C.L:. sles ippropnate dedurtzons
made fr tangort anc mmsirznie charmes ©
rnleulazs the F.OLB pot ~7 extort orce, ard
takng e 2o b orrormze
o o8 1 S B < 15001

Ih? A
stal! te

alwavs
adjustrrent fer quaite

arhuriteze oo dradhinz s f perT 8 aonrg
and¢ oo approrate o1 oastrery Ml
‘heecs, f Conictor cxsides ths e of (e
Cost Reaney Crude O o0 Jermaed ot 0

reflert “he meriet rorc dors oraains luncg
the Candr Smeser. Coxaoecor e 2GRC
shall et and runall~ agres apz ne (rce.

T{ durag zniv alenlzr semresce thae e o
sxch 2= b ECPC o Conractr ader Crute
Oil sass ontnzs omntls | effxn ZGPC
ancd  Contmctor stall met i orncaly
agree voon the trice of Crace O obe med 0
d=termzirg the valie mertoned I schoares
raph ‘¢ (1% or md= s whoeaghph ¢ O
whithewsr ¥ ]zt 2=d zoproprizie zipasmmers
~1 br made theety aror
-zl agmed Jrier v Bi52C aac Conmactern

I=errr2-on -

[d) Owoerzting Corparry shall propar: (oo bes tha M0

dave prior t¢ the beghnins of wa = caimudis senester

‘Nl owing reslar pm:'ucf:?m-..' 2 bz o mowntine

-y Centracr md EH2C @ Preveag
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(a)

(b\

(¢

(e

Company shall cndeavour to produce cach caidar
sernester the forecast quantitv. The Crude Oii
shall be run to storage tanks constructed, maintained
and operated according to Govermnment regulations. by
Operating Company in which said Crude Ot shall
be metered or otherwise measured for royalt, and
the other purposcs required this Agreement.

Contractor shall have the right and the obhgation to
separately take and export currently all of the Crude
Ot to which it is entitled as 1s determunal m acceor-
darce with subpamgraphs 2° and b* of tnis Ar
ticle. Subj=ct 0 paviment of sims due E ¢ P C
under articas VTT ‘4l (B and X Contmactr shall
have the rizht to rtain abroac zll funcs a quircd
bv it abroad induding the proceeas from the scue of
its share of Crude Oil exported.

ARTICLE VI
TITLE TO ASSETS

E C PC shall tecome the ownerof al assets aoguired

and ewned by Clentractnr I ToarUCiicn witn -he

operations =rmed out hv Conirzztor o Oeramme

Comnany a1 aczrrcance with ke “NOWEG
(1} Tandshall becsme the drofery f EGPC as sron
as  x puhaed,

(2" Title o fxed ir.d meonabh s assess shal. te Trins
ferr=c
FGPC as snon as parchast
ARE.

The Book Value
colendar cuarar shall be cmrurTater
RACTOR to EGPC er b+ Ooerainz CrdToam To
EGPC an? CONTRACTCR withiz thimy 307 caws
ot the enc of each quarer,
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v CEONT- |

perind CONTRACTCR :nd Omeavirz  Commany
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ard movzols asstts. CONTRACTOR =znd ECPC

Fall tot Heprer of the same 27Ot with sgrement

of the cther. |
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(1) Two hundred fifty thousand (250,000} U.n.
Dollars on the Effective Date.

Should Contractor elect to exercise its option
to enter into the second exploration period ol
three {3) vears as referred to mn Artide IV
(b) above Comiractor shall fust pay to EGPC.
the balance of seven hundred and hifty thousand
(750,000) 11.S. Dollars, thus making the entire
signature honus one {11 milhon U.S. Dollars.

(2)

CONTRACTOR shall pay to EGPC the sum of
one (1) million U.S. Dollars as a Producoon Bonus

when total average daily production is sustained at
the rate of hifty thousand (50,000) barmrels per dav
for a period of thirty (30) consecutive producing

days.

CONTPACTOR shall also pay to EGPC the addr-
tional sum of two (2) million U.S. Dollars as 2 Pro-

duction Bonus when total average daily production

is sustained at the rate of one hundred thousand
100,000} barreles per dav for a period of thirty (30
consecutive producing davs, ‘

CONTRACTOR shall also pay to EGPC the addi-
ttional sum of three (3) mllion U.S. Dollars as a
Production Bonus when total average daly produr

‘ction Is sustained at the rate of one hundred and fifty

thousand (150,000) barrels per day for a period of
thirty (30) consecutive producing days.

Both aforesaid Signature and Production Bonuses shall
neither be recovered nor amortized by CONTRA-

CTOR,n any event whatsoever.
ARTICLE X

OFFICE AND SERVICE OF NOTICE
CONTRACTOR shall mamtain an Office m AR E.

i S

e JY_,J ( Tn.}..- ) Ji I.'J:"“":} UE"'.L (})
.ol t 36 3 3K, AN st LYY s

Dy 3 A Tole Sy 3 L 3 ()

WL Gl (v) o WUl Akl ealli
Jalal o cann ¢ dle dm UL o () > adl 3
iy i e o 3 A i) YT i 0
SATY PR JYJJ (vo---. } il RV Py P
o e U e 22 G, Y sdadl LY
) o

_;)l_,.\("l ......

h.:.rlJY_j.:-L'_,-' _}in (‘l reses )*-U:L'd“ ;":?“I"JJul‘ C‘E(“"}

by Ol bkie U1 48 3K, A e ALY
Soides (00er s Y Opur o e PV g 48

Kb apiie Ulol bbe gl Lol Sl gy (>

30 st SUY N Ygs o Yaa (1o }
Sodl ZEW £ 8 T Ol ) L B
T B v R I R T

g ()

ke BN 4jie Uiks] s Rl Ll i o (5

S oV lidnd L LY A Y5 e Yaa e e e e
o) ZUY g Bes O i buepBlan®
el G s de (voren ) il Ly, W

. A E‘F! el (¥.) #W s e

LY 5L Gl:i‘g'l N Gn_,ﬂ C;,..:LLL-I Jol e 5 (a0

eV o Jle b T T
( ij.:i.” ;JUI)

_JIJ\L}:YI él_:} ..__:.,(_ll _,r;"

G2 085y C(f p ) SES 4 E DI o

at which notices shall be vahidly served.

The General Manager and Assistant Manager shall
be entrusted by Contractor with sufficient power to carry

out immediately and complv with all local wnitten directi-
s given to him by the GOVERNMENT or its represent-

atwve under the terms of this Agreement or any lawful
regulations issued or hereafter to be issued and not in

confhict with this A grecment
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vwrved which are left at the office

Manager or which are sent to him by registered mall to
Contractor’s office in AR.E.provided that he or one of his

authorized agents has acknowledged receipt thereof.

All matters and uotices shall be decmed to be validly
served which are Ieft at the office of the Chairman of EGPG
or which arc sent to him by registered mail at EGPC s
main office in Cadro pfovidtd that he or one of his authori- A

sed agents has acknowledged receipt thereof.

()

of the General |

ARTICLE XI

SAVING OF PETROLEUM AND

PREVENTION OF LOSS
shall take all proper DEAsures,

according to generally accepted methods in use i the
il industry to prevent loss or waste of Petrolrum

“hove or under the ground in any form during drilling,

producing, gathering and distributing or storage opera: I
ons. The COVERNMENT has the right to prevent
on anv well that it might rcasonably

any operaton
damage to the well or

expect would result m loss OT
the oil field. |

Upon completion of the drilling of a productve well,
inform the GOVERNM-

FExcept in instances, whaxe multiple producing torma- |

fions in the same well can only be produced cconomi-

czlly’th’mugli a single tubing string, Petroleum shall |

through one string of wbing at thie same tne, eXCept
with the prior approval of the

ite Tepresentative.

shall record data regardin the |
quantities of Petroleumn and water produced monthly
from cach development lease. Such data shall be

sent to the COVERNMENT or 1its representative
on the special forms provided for that purpose withm
thirty {30) days after 't is obtained. Daily or weckly |}

satistics regarding the production from the Area shall
for examination

be available at all rcasomable times
by authonzed rapresentatives of the G_OVE,ME.
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(¢) Daily dnlling records and the graphic logs of wells by _}“J skl e te g o] AL 55 ol o= (%)
must show the quantity and type of cement and the | 3130, et ¢ 5y 5 Jo o M Pt U

amount of any other materials vsed in the well for o 4 o .
the purpose of protecting petroleurn. gas bearng or Sy ekl Tlal G e 54 3L

—

fl'cs}'l water strata. ‘_’,"JLJ\ d 6;})::- J"'_"_'; 5‘1.’ X ‘ﬁ.k.l“ gl._.:-.'l JT ‘_:_;‘JL.B
Any substantial change of mechamcal conditions {| __. <, ... . " : e
of the well after its compiction should be subject Al )l wel o5 O ot dETL _,.:11 B
to the approval of the representative of the GOVE. RS Je
RNMENT. o
"ARTICLE X1i (3o L)
CUSTOMS EXEMPTTONS 5 1:();;_1 EARFISY

y PC. Contractor. -ing Compn:z the: :
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(a)

ainkinlTEE

Used but serviceable material, equipment and goos
resulting from operations hercunder may be sold
within the A.R.E. provided that the purchasers pay
the applicable customs duties, taxes or imposts if any,

except if sold to an affiliated company of EGPC.

Material, equipment and goods so damaged or used
1s to he non-serviceable and which are dlassified by

Contractor or Opﬁrating {ompanv as scrap or jnk
(any such Company’s appraisal being subject to
F.GPC approval and any such Operating Company
appraisal  being suject to EGPC and Contractor
approval) may be sold as scrap or junked without

payment of customs duties, taxes or 1mposts.

In the event of such sale under sub-paragraphs (e)
and (f) above, the proceeds from such sales shall

be divided in the following manner -

Contractor shall be entitled to reimbursement of
ts unrecovered cost, if any. in such material or
equipment and the excess, if any, shall be paid to

EGPC.

“Customns duties”, as used heremn, shall mclude all

duties taxes or imposts (cxcept those charges paid to
the GOVERNMENT for actual services rendered).

which are payable as a result of the importation of '

the item or items under consideration,

There shall be no lcence required, and Contractor
and EGPC shall be exempted fromr any duty. tax.
fee or any other financial impost in respect of the
export of Petroleum hereunder.

At n reasomable time prior to the commencement
of Commercial Production EGPC and Contractor
iall meet and agree upon a procedure for schedul-
ing tanker Bftings from the agreed upon point of

export.
ARTICLE XIII
BOOKS OF ACCOUNT - ACCOUNTING
AND PAYMENTS

EGPC, Contractor and Operating Company shall
cach maintain at their business offices m the ARE.
boks of accounts, in accordance with the Accounting
Procedure in Annex “E” and accepted accounting
practices generally used in the petroleumn industry.
~nd such other books and records as may be necessary

ro show the work performed under this Agreement, |

oot el 55 e 4l

including the amount and value of all petroleum pro-
‘ |
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(b}

(@)

(&)

duced and saved hereunder. Contractor and Operat-
ing Company shall keep their books of account and
accounting records in United States Dolllrs. Marit
shall furnish to the GOVERNMENT or its represen-

tative montly returns showing the amount of Petro- '

leum produced and saved hereunder. Such retums
shall be prepared i the form tequred by the GOV-
ERNM ENT, 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} davs after the end of the monh covered in the

retam

The aforesaid books of accounts and other hooks and
records referred to above shall be available at all re-

asonable times for inspection by duly authonzed repre:
sentatives of the GOVERNMENT,

Contractor shall submit to EGPC a Profit and Loss
Suatement for each Calendar Year not later than
March 15 of the following year to show its net prof it
or loss from the petroleum operations under this Agree-

ment for such year.

Contractor shall at the samc time submit a year-
end Balance Sheet for the same Calender Year to

EGPC.
ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

Contractor and/or Operating Compan: shall pre-
pare and, at all tmes whide this  Agreemyent s
force, maintain accurate and current records of 1ts
operations in he Area hereunder. Conractor and/
or Operating Company shall fumish the GOVERN-
MENT or its representative, in conformty with
applicable regulations or as the GOVERNMENT or
its representative may reasonably require informa-
tion and data concerning its operations under this

Agreement.

Contractor andfor Operating Company shall save
and keep for a reasonable period of time a represen-
tative portion of each sample of cores and cuttings
waken from drilling wells, to be disposed of or forwar-
ded to the GOVERNMENT or its representative 10
the manner directed by the GOVERN MENT. All
samples acquired by Contractor and for Operating
Company for its own purpose shall be comsidered aval-
lable for inspection at any reasonable time by the
COVERNMENT or its representative. Any such
samples which Contractor or Operating  Comparny
has kept for a period of tweleve ( 12) months without
receipt of instructions to forward them to the GOV-
FRNMENT or its representative or elsewhere may
be disposed of by Contractor or Operating Company

at its discretion.
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(¢) Unless otherwise agreed to by EGPC-, in case of ex

{0, geological and geophysical

n law towards third pa
Contractor's operations and

ERNMENT and/or su
which it may be held liable

operations.

porting any rock sampies outside AR.E., samples
equivalent in siz¢ and quality, shall before such ex-
portation, be delivered to EGPC as representative

of the COVERNMENT.

Originals of records can only he exported with the
permission of EGPC; provided, however, that magne-
tic tapes and any other data which must be processed

outside the A R.E. may be exported

e record 1S mamtamed mn the
rts shall be r¢-

or analyzed

monitor or a comparabl
ARE. and provided that such expo

patriated to A-R.J. on the understanding that they

belong to EGPC.

During the period Contractor is conducting the ex-
ploration operations, Contractor shall permit EGPC

through EGPC’s duly authorized representative Of
to have full and complete access L0 the Area

employee
¢ right to observe the

at all reasonable times with th
operations bemg conducted and to spect all assets,
cecords and data kept by Contractor. EGPC in ex-

ercising its rights under the preceding sentence of this
paragraph (¢} shall not interfere with Contractor's

operations.  Contractor shall provide EGPG with
copies of any and all data (including, but not limited

reports, logs and well

SUVEYS), information  and nterpretation of such
data and mnformation m Contractor’s pOSSFJSlOﬂ
All such data and information shail be stricdy con-
fidential and shall not be divulged by EGPC except
to affiliated companies, or by the GOVERNMENT,
the consent of Contractor while this Agree:
ment remains in force. However, for the purposes of
obtaining new offers the GOVERNMENT may show
any other party geophysical and geological data
(the age of which is not less than one year) with re-
the Area adjacent to the Area of such new

without

spect to
offer.

ARTICLE XV

RESPONSIBILTY FOR DAMAGES

entirely and solely be responsible
iy for any damaga caused by
shall inderminfy the GOV-

Contractor shall

on account of any such

™

if a |

ch parties against all damages for |

-
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ARTICLE XVI

PRIVILIGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the GOVERN-
MENT shall have access 1o the Area covered by this Agree-
ment and to the operations conducted thereon. Such
representatives may examine the books, registers and re-
cords of EGPC., Contractor and Operatmg Company and
make a reasonable number of surveys, drawings and tests
for the purpuse of enforcing this Agreement. They shall,
for such purposes, be entitled to make reasonable use
of the machinery and mstruments of Contractor oc

Operating Company ou the condition that no danger or
impediment to the operations hereunder shall anse dire

f:tly or indirectly from such usc. The GOVERNMENT
indemnnifies and shall reimburse contractor or Operating

Company for any loss or damage which may n fact re
sut from anv such use of said machmery and instru-
ments.  Such  representatives shall be given reasonable
.ssistance by the ageats and employees of Contractor of
Operating Company so that none of their acuvities shall
endanger or hinder the safety or efficiency of the opera-

tions. Contractor or Operatmg Company shall ofter
such representatives all privileges and facilities accorded

1o its own cmiployees in the field and shall provide them,
frec of charge, the use of reasonable office space and of

adequately fumuished housing while they are i the field
for the purpose of facilitating the objectives of this Artr
cle. Any and all information obtained by the GOV-

FRNMENT or its Tepresentatives hereunder shall be
kept confidential with respect to the Area and shall not

be disclosed during the texm of this Agrcement without
the prior written consent of EGPC and Coatractor.

ARTICLE XVII

EMPLOYMENT RIGHT AND TRAINING
OF ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPG and Contractor that opera: |

tion hereunder be conducted in a business like and

efficient manner.

(1) The expatriate administrative, professional and
technical personnel employed by Contractor or
Operating Company and personnet of 1ts con-
tractors for the conduct of the operations here:
under. shall be granted the special residence as
provided for in law No. 89 of 1960 as now amen-
ded and the work permit for ahens as provided

for in the Ministerial Order No. 3 of 1963 as
now amended without prejudice to
Jaws and regulations relating to

public -security

the A.R.L.
public policy or
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(d)
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() A minimum of twenty five (25) percent of the
salaries and wages of the expatriate admimistra-

tive, professional, and technical personnel em-
ployed by Contractor or Operating Company
shall be paid monthly in Egyptian Currency. On
final repatriation such personnel shall have the
right to remit abroad m U.S. Dollars or other
currencies the unused portion of Egyptian Cur-
rency in excess of twenty five {25) percent of such
personnel’s salary.

Contractor and Operating Company shall cach select
its employees, and determine the number thereof, |
to be used for operations hercunder.

Contractor shall, after consultation with EGPC, pre-
pare and carry out specialized traming programs for
all Mariut ARE. emplovees engaged i opera-
tions hereunder with respect to applicable aspects of
the petroleurn mdustry.

Contractor and Operating Company will under
take to replace gradually their non-executive expa-
rriate staffs by qualified natiomals as they  are
avalable.

During the period when Contractor is conducting
Exploration, Contractor shall give mutually agreed
number of EGPC employees an opportunity to attend
and participate in Contractor and Contractor's affi-
liat traiming programs relating to exploraton and
development operations.

ARTICLE XVIII

LAWS AND REGULATIONS

Contractor and Operating Company shall be bound
by Law No. 66 of 1953 as amended by law No. 86
of 1936 and the regulations issued for the impleme-
ntation thereof and including the regulavons for the |
safc and efficient performance of operations carned
out for the execution of this Agreement and for the
conscrvation of the petroleurn resources of the AR.E.
provided that no raggulation, modification or inter-
pretation thereof shall be contrary to or inconsistent
wih thc prowvisions of this Agrecment.

EGPC and CONTRACTOR shall be exempted
fromy all taxes, except as provided in Arucle @I
paragraph (f} for income taxes, with respect to the

cxtracting, producing, exporting or transporting of |

Petroleum hereunder. GCONTRACTOR shall also be
exempted from any tax on capital.

-
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(¢) The rights and obligations of EGPC and CONTRAC.-

(d)

TOR under, and for the effective term of this
Agreemnent shall be govemed by and in accordance

with the provisions of this Agreement and . can only
be altered or amended by the mutual agreement of

the said contracting parties,

The contractors and sub-contractors of CONTRAC-
TOR and Operating company shall be subject to the
provisions of this Agreement which affect them, they
shall also be bound by all regulations which are duly
isuedd by the GOVERNMENT from time to time.

ARTICLE XIX
RIGHT OF REQUISITION

In case of national cmergency due to war, or
imminent expectation of war or intemal causes,- the
GOVERNMENT may requisition all or a part of the
production from the Area obtained hereunder and
require Operatmg Company to ncrease such pro-
ductton to the utmost possible maximum. The
GOVERNMENT may also requisition the oil field

itself and, if mecessary, related facilines.

[n all the cases, such requisition shall not be effected
except after inviting EGPC and Contractor or thew
representative by registered letter with acknowledge-
ment of receipt to express their views with respect to

such requisition.

The requisition of production shall be effected by
Ministeriai Order. Any requisition of the oil field
itself, or any related facilit'es shall be effcted+by a
Presidential  Dercree duly mnotified to EGPC and

Cmtm.c:tnr

In the event of any rcquiéitinn as provided above
the GOVERNMENT shall indemnify in full EGP'C
and Contractor for the pertod during which the
requisition is maintained including :

(1) All damages which result from such requisition.

(7Y Full payment each month for all petroleum
extracted by the COVERNMENT less the

royalty share of such oil.

However any damage resulung from, tilcmy attack
is not within the meaning of this sub-paragraph (d).
Payment hereunder shall be made to Contractor 1¢
U.S. Dollars remittable abroad. The price paid to

[

)
|
|
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(6)

(c)

Contractor for petroleum taken shall be calculated in
accordance with Article V11 paragraph (c).

ARTICLE XX
ASSIGNMENT

Neither EGPC nor Contractor may assign to a person.
firm or corporation not party hercto in whole or in
part, any of us nghts, privileges, duties or obligations
under this Agrecment without the written consent of
the GOVERNMENT. However, either EGPC or
Contractor shall be free to assign its rights privileges,
duties and obligations under this Agreement te an
affiliated company : and provided, furher, that the
assignee shall be as qualified as the assignor with
respect to its technical and financial competence. and

excepting assignments to assignees whollv owned bv
Conractor, GOVERNMENT approval to the assign-
ment shall be first obtamed.

In the event that EGPC or Contractor wishics to
assign, In whole or m pdrt, any of its rights, privileges,
duties or obligattons hercunder as aforesaid, rhe
written consent thereto of the GOVERNMENT shall
not be arbitrarily withheld. To enable consideration
to be given to any request for such consent, the
following conditions, must be fulfilled.

(1) The obligations of the assignor denving from
this Agreement must have heen duly fulfilled as

of the date such request is made.

(2) The proposed assignee or assignees must produce
reasonable evidence to the GOVERINMENT of
its or their financial and technical competence.

(3) The mstrument of assignment must include
provisions stating precisely that the assignec is

bound by all terms contatned m this Agreement |

and any modifications or additions in writing
that up to such time may have been made. A

draft of such instrument of assienment shall be
submitted to the GOVERNMENT for review

and approval before being formally executed.
Everv executed and delivered ‘nstrument of assigment
assigning any of the rights, privileges, duties or
obligations hereunder of EGPC or Contractor, shall

be submitted to the GOVERNMENT within thirty
(30} days after the GOVERNMENT approves the

assignment, for registration in its registers.

—
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Any assignment made pursuant to the provisons of
this Article shall be free of any transfer or related
taxes, charges or fecs.

ARTICLE XXI
BREACH OF AGREEMENT AND POWER

TO CANCEL

The GOVERNMENT shall have the night to cancel

this Agreement by order or Presidential decree; with

respect to Contractor, in the followng instances :

(1} If it knowingly has submatted any false statemersts
to the GOVERNMENT which were a matenai
consideration for the executon of this Agree-
ment

2y If it assigns any interest hercunder contrary to
the provisions of Article XX hereof ;
(3) If it 15 adjudicated bankrupt by a court ot

competent jurisdiction ;

(4) If it does not comply with anv fmal decision
reached as the result of court proceedings con-
ducted under Article XXIIT paragraph {a)
hereunder. :

[f it intentionally extracts any mineral other
than Petroleum not authorzed bv this Agreement
or without the authority of the GOVERNMENT
except such extractions as may be unavoidable
as the result of operations concucted hercunder

in accordance with accepted petroleumy industry

practice and which shall be notified to the
GOVERNMENT 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 nghts
which may have accrued to the GOVERNMENT

agaust CONTRACTOR in accordance with the
provisions of this Agreement ; and, m the event

of such cancellation, Contractor shall have the |

right to remove from the Area all its personal
property.

%) 1f the GOVERNMENT deemns that one of the afore-

said causes (other than a force majeure cause referred
v in Artide XXII hereof) exists to cancel this Agre-
ment, the GOVERNMENT shail give Contractor
ninety (90) days written notice personally served on

Contractor's General Manager in the legally offick:!
manner and receipt of which 1s acknowledged by hrn
or by his legal agents, 1O remedy and remove s}u:h
cause, but if for any reason such service is 1mp0551b}c
due to unnotified change of address, publication in
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(a)

(b)

the Offical Joumal of the GOVERNMENT of such
hotice shall be considered as validly served upon Con-
rractor. If at the end of the said ainety (90) days
notice period such cause has not been remedied and
removed, this agreement may be cancelled fortwith

by Order or Presidentral Decree as aforesaid provided,
however, that if such cause, or the failure to remedy
or remove such cause, results from any act or OMISSION
of one party, cancellation of this Agreement shall

be effective only as against that party and not a3
against the other party hereto. -

ARTICLE XXil

FORCE MAJEURE

The non-performance or delay in performance by

EGPC and Contractor, or either of them of any oblr
this Agrecment shall be excused if and

that such non-performance Or delay 1s
The period of any such
together with such period

tion of any damage
the tume

gation under

to the extent
caused by force majeure.
non-performance or delay,

as may be necessary for the restora
done during such declay, shall be added to
given in this Agreement for the performance of such
formance of any obligation
quently to the term
th respect to the block

obligation and for the pe
dependent  thereon and conse
of this Agreement, but only wi

or blocks affected.

“Force Majeure’,
de XXII, shall be any order, regulats
of the COVERNMENT of the AR.E.
Panamian O '

to Contractor)

. law or otherwise, oT any act of G
Sot, war, strike, and other labor disturbances, fires,

floods or any other cause not due to the fault or negh-
gence of FGPC or Contractor of sither of them,
ilar to the foregoing, provided that
beyond the reasonable control of
either of them.

whether or not 51
any such cause 15
EGPC and Contractof, or
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(c) Without prejudice to the above and except as may be | ey v 0 .o 1L, ST T e
otherwise provided for herein, the GOVERNMENT (T T T -
: — 4T YUPCRPI I B AN S LoV s
shall incur no responsibility whatsover 1o EGPC Shaisme el s e Ve 0l Laa g

: C e ol A B R _ R -

and _anrmr.[m, O1 ffhlt-hf'l‘hf}f them for any damages. | .72, 5050 b ol gt sl Bl agal o
restrictions or loss arising i consequence of such case . sGll s N - - c

. , coata AW G N e ikl K s
of force majeure, except a force majeure caused by | R SO S e
the order, regulations or direction of the GOVERN- | 4~ . A -2 255 sl 5B e 1

(d)

'q)

Arbitration of the International Chamber of Comme

MENT of the ARAB REPUBLIC OF EGYPT.

If the force majeure event occurs during the initial
exploration period or any extension thereof and con-
tinucs 1n effect for a period of six (6) months, Contra- |
ctor shall have the option upon ninety (90) days prior
written notice to EGPC to terminate its obligations
hereunder without further liability of any kind and.
if still i force, the Guaranty contained in Annex
“C” hereto, shall be automatically cancelied and
EGPC shall so notify the Bank to release the Guar-
anty.

ARTICLE XXIII

AND ARBITRATION

i
|
f
DISPUTES 3
i

Any dispute ansing begween the GOVERNMENT !

~and the parties hereto with respect to the inwrpre-

tatton. application or execution of this Aorcement shall

be referred 1o the  jurisdiction of the  appropriate

A R.E. Courts,

Any dispute arising between Contractor and EGPC
I CONNEC LI wl[h the prescuit Agreement shall be |
finally settled by arbitration. The arbitration shal
be held at [.ondon, United Kmgdom, and conductec
m accordance with the Rules of Conciliation and

--ce——T TS AT EE - vy

erce. In the event of no provisions being made
these Rules in certain cases, the Arbitrators shall
establish thoir own procedures. i
The arbitration shall be mitiated by cither party
giving notice to the other party that it elects to reter
the disputc to arbitration and that such party (herem-
after referred to as the First Party) has appomted
an Arbitrator who shall be identified in said notice.
The other party (hereinafter referred to as the: Second |
Party), within fifteen (15) days. shall notify  First ‘
Party in writing, indenobving the ’ﬂ&.rblﬂ']tﬂl' that o
has selected. | |

If the Second Party does not appoint its Arbitrator
as aforesaicdd. the First Partv shall have the nght io

apply to the Court of Arbitration of the [ntema-
of Comrwerce to apponit a sccond

F
I

tional Chamiber
arbitrator. The two arbitrators shall, within thirty

(30) days, select a third Arbatrator, failimng which

the third Arbitrator shall be appointed by the Court
of Arbitration of the Intemational Chamber of Com-

merce at the request of cither party.
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uther tllim the

Panama or Australia

and 2 country which lias {Iiplnmalic rehiuons with
ARE., USA

e and Nusiralia and shall love
NoO-cconomcantor sty in the otl business of (L ARE.,

USA., Par.ama
hereto,

i ;\1;.‘4[!'&“2! 1101 Iht?' hjgll.itl.'l'it‘s

e Jrarties il enTetl 1o 11
Licilities CHRIBI TN

Arhinauon Board ali
access to the petrolenn BpeTaR-
'mna" for ohiorg Nz anv informarton requested for

the proper deternnination of e, The abaence

or delaalt of IV iyt the aobrtration <hall et
he permuatted to prevent or hinder e arberation nreo

coture o any g o)

L]

ST PO
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Pendmy the decision or swand, the OPUTIEOIS OF e
tvities which have given vier 1o the arbiteton 1ol
not be descentinaed. In the event the

award vecorns thar the o mplams w

PrOVISION Ty b

|f L ["ﬁ-ll 1]

NERIEL
rmvie thevem for sich s diton

as mav appropoaatebe b oode i favenr ot e
plamant.

Judaernent i the HHEERE
in any Court having jurisdi-tion or applreation oy
be! macle 10 such Court for o judictad e cprange of
the award 2nd an order of enforcement. oo the ase

may be.

¢

vwoard rendered iy e

The parties desre that, wherever appropr e decr-
stons anct awarcls hall spreifv a time for complinnee
thf‘.'lff'with.

The provision- of this Agreement relating to arhja
tion shall continue m force notwithstanding the ter

runation of this Azreement.

PRINCIPLES OF GOODWILL - The
hase therr relptions with renect to this Nvprement
on the prinept=s of eradwil and eond [ith, Tokine
nto accorat their different nationalisies. this Aeree-

SEHRT TS

ment for such arbitration shall be civens offet andd
shall be interpreeted and apolicd 2 conformin with
pr:ﬂ{‘il’]!:"ﬁ; af tawe o A SATIA RN thie AL R [ I'“)\.
Panama and Ausirdia aod e the absence of <uch

common procinle then conformiiv with th. in-
ciples of law nopmaty ceomized by civitized nn-
tions, In general, ancluding those which have heen

applied by Intemational Trhunals,
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ARTICLE XX1v
: LJ’J,-.:-AH} i.l.ll-.}] ;Jul )
STATUS OF PARTIES LS L
| LW Gl ca_,!l
‘aj  The nehts, Cities, ohiligations and liabilities in [es- ltuu-l.__, 4,'441 .___;L:‘-J‘}H_,.__,.L,-l -” “J—" {1}
pect of EGPC und Contractor  hereunder shal! be | . s . ' HY
several and not joint or collective, it bei ing understond | & :—:J, bl gy et AT e g L5
that this Agrcernmlt shall not be construed as consti- L35 el Jo alayl Las P f-” sseY N f:f‘ﬂ g
tutmq an assoclation g Cﬂl‘[}l’}l'i[lr}ﬂ y st g, .
1P I I P e
4 % -
'hy The particy comprismg the Contractor <hail cach be ;;;fL»U lwols Jytall Lial rlﬁfm-_‘* Lj,-_'idl J]UL\W;";FUJ‘;:. (-—.-’x*

subject to the Inws of the place of s mmx;}nrﬂtmn
regardmg 1ts legal stutus o creation. orgamzation,
charter and bv-Livws, share ‘holding and ovwnership,
Each partv's shares of capital which are entirelv held
abroad  shall not be negntiable  in the A RE. and
Contractor shall 1. exempted from che application
of Law Nn. 0 of 1964 ag simended.

The purties comprising the Contracter sl be tonntly

and severally Tabie to FOGPC qnd o the € OVTITHITCTH
for all Contriacror's chligavon nnder this Aereme “nt,

ARTTCE NXA

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

Contractor or Operating Companv. as the case mav be,

and their contractors siia

(a)

[

Give priority to local contractors as long  as their

prices and performance. are comparable with interna-
tonal prices and performance.  Contractor and
Operating Company shall, however. sitbject to the
preceding sentence, be exempted from the provisions

of presidential decree No. 1868 ~f 1974 as amended.

(ive preference to locally manufactured materal,
equipment, machinery ancd consumbles so long as
their quality and t'me of delivery are comparable to
mternationally  availuble  maternals,  equipment,
machinery and consumables. However, such maeten-
als, enupment, machimery and consumables may be
imported for operation conducted hereunder if the

local price of such 1items at Contractor’s or Operaling
Company s operating hase i NV RE

bt, 15 FNOr: ll'lilll 111 {H}) p{':'['rn[ hig]u'rﬂliln the pi'if.:t‘

as the case may
of such imported 1tems, before customs dueties, but

after transportation and msurance costs have been
added. -
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ARTICLE XXVI
ARABIC TEXT

The Arabic version of ihis
the Courts of ARE 1., referred o in construmng or mte-
rpretng this Agreement: provided. however, that in any
arbitration pursuane to Article XXTH hereabove between
EGPC and Contractor thy. English version shall also be
usedl to constrie or mterpret the Agreement,

Agreement shall, before

ARTTICLE XXVII

{(;AS
I.F (i gy produced or can be procuced from the Aren
LGPC and Contractor will study all possible cconomic

alteimitives for its use an decide on the best alternative
tor LOPC and Contracror jormthy. The enst and expe-
raes an the field of prodecing non-agsociate gas shall be
recovered in accordance with the Cost Recovery principles
of Article VIT. Productinn Sharing principles of Article
VI shadl apply o the value of associated angd non-assoc:
nte eas if <oled for »xport and not usd n operation,
Hared or veinge crend. However anv Gas not cxported
outside \ R T iy hejurd or solid state, or conyertecl mto
avlerm other than gas for sauch export - outsicle  the
AR or not wsed in operations ‘inclading re-injection)
shadl remain the nroperty of the State and shall he ac the
tree clisposal of EGPC at no cast,

ARTICLE XXVITT

(GENERAL

The headings or tides to each of the Articles to this
Agreement are solelv for the convenience of parties hereto
and shall not be used with respect to the mterpetation
or constmction of said Articles.

ARTICLE XXTX

APPROVAL OF THE ARE. GOVERNMENT

Thig Aoreemnt shedl not he bi!‘t{lh!j;f wpon any of ths
partics hereto unless ane untit o law is issued by the com-
prtent anthorities of the A ROE. authorzme the Minister
of petrolenm ter sign said Agreement and giving the Arti-

cles of this Agrﬁﬂmmrﬁlll force and effect of law. notwith-
standing anv conntervailing governmental enactment, and
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the Agreement is signed by the GOVERNMENT, EGPC
and Contractor,

THE GOVERNMENT OF THE ARAB REPUBLIC
OF EGYPT

BY E
THE EGYPTIAN GENERAL PLTROL-UM CORPO-
RATION

BY : _ . ...

- — ——— - —

MURPHY EGYPT O, COMPANY

BY - . ... ... B L

(CULFSTREAM RESOURCES ALANACEMeNT S

BY :
AAR LIMITED

BY :

FNDFAVOUR O COMNPANY N
BY - ... .

]

——

)3 Ul 5 CJ—J““J S e Bl
CJaW, ahty R KA e Bl

Sy Al

- e o
e -



41 | avt A g vy B (50 ) Y il — Vs adl ‘|

ANNEX “A"

BOUNDARY DESCRIPTION OF THE
TERRITORY COVERED ANI® AFFECTED
BY THIS AGREEMLNT

BETWELN

ARE, EGPC,_ Murphy, Gulrstream, AAR &
Endepvour . In MARIUT AREA

Annex “B” 15 an tlustratve and provisional map on the
scale of 1 : 1,000,000 mclud’'ng the Area covered and affec

ted by this Concession Agreement.

This Arca measures approx. fifty two hundred {5200
kms® and is composed of, part or all. fifty twoe (52) explore
o Blocks, each of which s six (6) munutes latitude

oy six (6) minutes longinade: approximanng one hundred

100) kms”.

This Area s boundod by a line which commentcss at
point “a’” on land of the AR L. which 1s the mterscetion

of the Shore Line of Mediterranean Sra, excluding the

city of Alexandria with -

Long. 24" (Y 00" Fast

thence along the shore line Mediterranean Seca to

point “a”” at which 1t mtersccts with

Lat. 31" 06 (0"’ North

thence east to point b at :

Lat  31° 06 207 North
Long. 29° 48 00"  East

—
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thence north to pmjillt b at ..
' - : .l;p(",-.__J) akz)l 1yl =
L . Al e 4. > D ’ o . )
at 31 |2 24 North er vy \ Yy Y$ S __1;1;..
Long. 30° o )" Fast
' ls .. v . J a2
thence south to pomit ‘¢’ at : { e (;-) dazdl ! RESPCR
Lat. 31° 12 10 4 North Y v | Wy " P F A
Long.  30¢ 00" 00”  East b Ve L " Ly S
thence east to point “d” at P A ( 2 J IL'LJU}* Ef': *ﬂf
Lt 31 |2 10 North S 1 ) hhs e P
Long, 30° [Hy’ O’ . East :' s 2 v 7 Jab s
i
| .
thence south o point ¢’ at : | DA ["“) iaidl ] by """': !‘:
[t 30y 21 Y7 North Yl - v o 6 >
Long. 30° Ot 0y’ Fast b 2 v 1 o Jsb Ls
thence west to pemt “f' ar : DAL 1':}) Ll L e *’&_r‘:
Lt 30 24 o0 North Nic v Y3 v e b
o 0 £} 1- l; - 3 _,r‘ h, , L] L'.l' ,.f::_:.l--
Long. 24 1% 00 East - T4 Y 3
thence north to point “g” at : ..Lp(_,) dazdl 1]yl £
Lat. 30° 367 o0 North Yl . 'vq " 2. b
Long. DG 107 Wy F.ast G- “ya ‘v v . Jub La
thence east to poiut "h' at : . - (C) il SR -t?-_:_ .":
Lat 30° o’ O North Ji u, o " S
LO'I'Ig 2g° 3 Yy’ F.ast l-;f:' QY‘ JT'. " L}_}l’? Ly
thence north to point “a which is the point of Cwladl b u‘J( : )1&:.-‘:;” AL YL~ ¢::.5 ]E
beginning, )
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ANNEX "B"

PETROLEUM AGREEMENT

MAR|UT AREA
BETWEEN
AR.E. GOIERNMENT

.&Glptci

3
MURPHY, GULFSTREAM, A AR
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ANNEX “C” .
LETTER OF GUARANTY
(lairo, 197

LETTER OF GUARANTY No.

BGYPTIAN GENERAI. PETROLEUM CORPORA- |

TION

Gentlemen,

The Undersigned, Chase National Bank (Egypt) S.A.E.
as Guarantor hereby guarantees to the Egvptian General
Petroleurn Corporation {hereinafter referred to ag EGPCY
to the limit of One Million (1,000,000} U.S. Dollars in
U.S. currency the performance by Murphy Egypt Oil
Company, Gulfstream Resources Management S. A.
A. A. R. Limited and FEndeavour Oi#l Company
N. L. (hereinafter referred to as Contractor) of
their obligations required for exploration operations to
spend 2 minimum of One Million
Dollars during the initial two (2) years of the exploration
period under Article IV of that certain Concession Agree-
ment (heremafter referred to as the “Agreement™) covér-
ing that Area described in Annexes “A” and “B” of
satd Agreement, by and between the Arab Republic of
Egypt (heremafter referred to as AR.E.), EGPC and
CONTRACTOR. dated —

It is understood that this Guaranty and the liability of
the Guarantor hereunder shall be reduced quarterly, dur
mg the period of expenditure of saird One Million
(1,000,000) U.S. Dollars by the amount of money expen-
ded by Contractor for such’ exploration operations during
each such quarter. Each such reduction shall be establ-
ishedl by the joint weitten statement of EGPC and Con-
tractor. |

{n the event of a cdaim by EGPC of non-performance
or surrender of the Agreement on the part of Contractor
prior to the fulfillment of said mmimum expenditure obli-
gation under Article IV of this Agreement there shall be no
liabitity on the undersigned Guarantor for payment tn
EGPC unless and until such liability has been established
Dy written statement of EGPC setting forth the amount
due under the Agrecinent.

(1,000,000) US. |
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It is a further condition of this Letter of Guaranty

that -

1) This Letter of Guaranty will become available only
provided that the Guarantor will have been mfor-
med in writing by Contractor and EGPC that
the Agreement between Contractor, AR.E. and

EGPC has become effective according to its terms,
and said Guaranty shall become effective on the
Etfectve Date of said Agreement.

2) This Letter of Guaranty shall in any event, auto-
matically expire :

a) two (2) years and six (6) months after the datc
it becomes effective, or -

b) at such time as the total of the amounts shown

on quarterly joint statements of EGPC and Con-

tractor equals or exceeds the amount of said
minimum expenditure obligation, whichever 18

earlier.

3) Comsequently, any claim m respect thercof should
he made to the Guarantor prior to either of said
expiration dates at the latest accompanied by
FGPC's written statement, setting forth the amount
of under expenditure by Contractor to the ettect
that :

a) Contractor has failed to perform its expenditurc
obligations referred to in this Guaranty, and

b) Has failed to pay the expenditure deficiency to
EGPC. |

We declare that on issuing this Guaranty we did not
exceed the Limit of total Guaranties which we are entitled
to issue as per Ministry of Economy’s letter No.

dated -, 197.

Please return to us this letter of Guaranty in the event
t does not become effective, or upon the expiry date.

Yours faithfully,

For the Bank

Accountant Managcer

— aniinvill
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ANNEX “D” (3} gl
CHA_RTER OF 3 Em

MARIUT PETROLEUM COMPANY

Artide 1

A j6int stock company having the nationality of the
ARAB REPUBLIC OF EGYPT shall be formed with the
authonzation of the GOVERNMENT in accordance with
the provisions of the Agreement referred to below and of
this Charter.

. The Company shall be subject to all laws and regulations
in force in the A RE., to the extent that such laws and
regulations are not mnconsistent with the provisions of this
Charter and the Agreement referred to below.

Article IT

The name of the Company is “MARIUT PETRO-
LEUM COMPANY” abbreviated as “MARIUT .

Article TIT
The head office of MARIUT shall be in ARFE.

Article TV

The object of MARIUT is to act as the agency through
which EGPC and CONTRACTOR carry out and conduct
the dmrelnpmmt operations required in accordance with

the provisions of the Agreement signed on .... . by and
between the ARABR REPUBLIC OF EGYPT, the EGYP-

TIAN GENERAL PETROLEUM CORPORATION

and CONTRACTOR covering petroleum operations in'{.

the Arca described therein,

MARIU'I' shall also be the agency to carry out and
conduct exploration operations after the date of Commer-

cial Dnm:ry pursuant to Work Program and Budget
appmve:d’ m accordance with the Agreement,

MARIUT shall keep account of all costs, expenses and
expenditures for such operations under the terms of the

Agreement and Annex “E” thereto.

MARIUT shal] not engage in any business or undertake
any activity beyond the performance of said operations.

Article V
The authorized capital of MARIUT is twenty thou-
sand pounds Egyptian {(L.E. 20,000) divided into five

thousand (5000} shares of Capital Stock with 2 value of
four pounds Egyptian (L.E. 4) per share having equal

votng rights, fully paid up and non-assessable.
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T

PCPC and CONTRACTOR  shali cach pay lor,
Lold unc own throughout the Life of MARIUT referred
' above one half (4) of the Capital Stock of MARIUT

provided that only in the cvent that cither party should
transfer or assign part or all 1ts nghts, title or interest in

the entirety of that Agreement, may such transferring ov
assigning  party uansfer or assign  any of the Capntal
Stxk of MARIUT and, in that event, such transfernng

or awigning party (and 1ts suCCCsSOrS aricd assigng) st

ransfer and ass'gn a stock interest MARIUT equal
o the transferred or assigned percmiage of owncrship

interest i the entrety of the Agrecment refeyred to.

Article V1
MARIUT shall not own aily right, title, mtexest or
cstate m or under the Agreement oF n any developmdiil
lease  created  thereunder or m any of the Petroleum
procduced from any exploration block or development fease
y of the awets, COUIPINCHL O
| i connectien therew HI®
ipal for the financing
ohlizations ol

area therennder or noan
oiher property obtained or uset
aned <hat!l not be {}hligntc(l as A Prw
cr performance of anv of the Jutics o
cither BOGPG or CONTRACTOR ancler the Agreemau.
VAR shull not make any profi (VORN SV SOLTC

\."..'hil et

Article VII

MARIUT shall he no more than al qecint for EGPRC

- ancd Contractoer. Whenever it 1S ndicated hercin that
MARIUT shall decide, take Cction or ke a proposal
the like, 1t 1S understood that such deciston o

and
judgement 1s ‘he result of the dewsion of judgement of
CONTRACTOR, or EGPC and CONTRACTOR, as

may be required by the Agreement.
Article VI

MARIUT shall have a Board of Directors consis{ng
4) of whom shall be designatedd

of eight (8) members, four (
by EGPC and the other four (4) by CONTRACTOR.
EGPC and shall

The Chairman shall be designated by
also be a Managing Director. CONTRACTOR  shall

designate the General + who shall also be =
Managing Director.
Article ™

Meetings of the Roard of hectns shall be valid
if a majority of the Directors are preseiit and anv decision
taken at such meetings must have he affirmative Vo

of six (6) or more of the Dutctors
that any Director may be represented and vote hy proxy

held bv another Directdt.

provided, however.
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Article X

(ieneral meetings of the shareholders shall be valid 1f
a majority of the Capital Stock of MARI UT is represented
thereat. Any decisions taken at such meetings must have
the affirmative vote of sharcholders owning or representing

a majority of the Capital Stock.

Arucle X1

The Board of Dircctors shall approve the regulations
covering the terms and conditions of employment of the

personnel of MARIUT employed direcdy by MARITUT,
and not assignedd  thereto by CONTRACTOR  and
E.G.P.C. |

The Board shall, in due course, draw up the By-Laws
+f MARIUT and such By-Laws shall be effective upon
being approved by a General Mceting of the Shareholders,
i accordance with the provisions of Article X hercof,

Article X11

AMARIUT shall come mnto existence withi tharty ()

days after the date of Commercial Thscovery as provided

for m the Agrcement.

The duration of MARIUT shall be tor i period cguul
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

{or therein.

FGYPTIAN GENERAL PETROLEUM
CORPORATION
BY

MURPHY-EGYPT OIL COMPANY
BY :

CULFSTREAM RESOURCES MANAGE-
MENT SA. |

BY

AAR LIMITED
BY

ENDEAVOUR OIL COMPANY N.L.
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3.

Concession Agreement shall apply to this Accountmg
Procedure and have the same meaning. Certam
accounting terms herein used are defined as follows:

(1} “Agrecment’ mcans the Concession Agreement
of which this Annex is a part.

(2) “Non:Operator’ means the partes to
Agreement other than Contractor when at s

tha 1 |

performing work.
State memds of Actwaty - i-

A Contractor or Operating Company as the case

ey be, shall pumsuant to Article IV of the |
rencler- to Non-Operator  withn
thirty (300 days of the  end of each quarter .
Statement of Exploration  Activity  reflectuw
all charges and credits refated to the Exploraton
operations for that quarter summarized by
appropriate  classifications  indicative of the
nature thereof.

Agrecment,

B. Operating Company shall render to EGPC and
Contractor within twenty-five (25) days of
the end of each moenth a Staternent of Devel-
opment  Activity  reflecting  all charges anct
credits related to the Development operations for
that month summarized by appropriate classr-
fications indicative of the mature thereof except
that items of controllable material and unsual

charges and credits shall be detalled.

Adjustments and Audis : .
A Each Statement of Exploration Activity shall

conclusively be presumed to be true and correct
after three (3) months following the receipt of
cach statement by EGPC unless within the saig!
three (3) months EGPC takes written €XCEPH
thereto pursuant to Article TV (f) of the Agrec
ment. During said three (3} months period
supporting documents wilk be available for inspec:
tion by EGPC during all working hours. Con
cractor will have thesame audit rights on Opera-
ting Company statrments as EGPC under this

subparagraph.

ol
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Reviston of Accounting Procedure I

ged as recoverable cost under the Agreement.

B. All Statements of Activity for Development for |

any Calendar Year shall conciusively be presu
med to be true and correct  twenty-four {241
maonths following the end of any such year unles
within the said twenty-four {24) months perod
EGPC or Contractor takes written  exception
thereto. Pending expiration of said twenty-four
(24) months EGPC or Contractor or both of

them shall have the right to audit Operating Com I

pany accounts, recorcls and Suppt}rting docu-

ments for such vear in the same manner as pro-
vided m Arucle TV () of the Agreement.

Currency Exchange :

Contractor’s books for Faploration and Opzrating
Company books for Development and Exploration.
tf any, shal]l be kept in the AR.E. in U.S. Dollars. Al
U.S. Dollar expenditures shall be charged it

amount expenced. Al Egvpuan  Pounds expendli

tires shall be orusdaced o U8, Dollars at the official
Luving rate of exchange issued by the Central Bansk
t Favpt on the first day the month in which expeni-
tures are recorded. and Wl other non-U. 8. Dollu:
experrditares shadl be panstated to TS, Dollurs ar the
buying rate of exchange for such currency as quoicd
by National Westminster Bank Limited, London it
10230 am. G. M. T. on the first day of the month
n which expenditures are recorded. A record shall

be kept of the exhange rates used in translating Eqvp
ttant Pounds or non-11.S. Dollar expenditures to Dallars

Precedenca of Documents

In the event of any mconsistency or conflict between
the provisions ot the Accounting Procedure and the |
provisions of the Agreement treating the same sulr

ject differently, then the provisions of the Agreement
shall prevail. | |

Bv imutual agreement between EGPC and Contrac-
tor, this Accountmg Procedure may be revised from
time to time in the hight of future arrangemecnt,

No Chavge for Inierest on investment :

Interest on Investment shall not, at any time, be char-
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ARTICLE 11
COSTS, liKPE:\’BIiS AND EXPENDITURLD
Contractor

Subject to the provisions of the Agreemeant,
Com

<hall alone bear and, directly or through Operating
pany, pay the following costs and expenscs which costs
and cxpenses  shall be classified and treated n accord
ance with Article VI of the Agrecment .

1. Surface Rights :
All dircct vost attributable to tht acquisition, renewal
or relinquishment of surface rights acquirtd and
maintained in force for the Area.

2. Labor :

A. Salarics and wages of Contractor's or OQperat
ing Company's empioyees, 2s the case may be,
directly engaged in the various activitics unde!
the Agreement including salaries and  wages
padd o geologists and other emplovees  who
are termporarly assigned o and cmploved

such acthivities. | i

™

llowances, nd other
to the salares
r‘hnrgruhir*

B. Costof living and housing 4
customiary allewances applivable

and wages of expatrate cmployees
;i purngruplm 9 11,

ander sub-paragraph 2. A
Paiw! bonuses,

A and 11. G of this Arucle 1.
avertime and other customary allowances apphu

ablle 1o salarics and wages of national emploe
yees chargeable under same sub-paragraphs 2.

A., paragraphs 9 and sub-paragraplﬁ . A
and 11. C of this Article 11

(. Cost of expenditures or contributions made pur-

suant to law or ASSESSmENts imposed by goven:
mental authority which are applicable to kabour

cost of salaiwes and wages as provided undes
sup-paragraphs 2.A., 9 B. and paragraphs 9, |
11 A and 11. C. of this Article I1. ,

3. Employee Benejits -

Ixhed plans for cmiplovees group hife ansur-

Cost of estab
prnsion, retirement, stock purchase,

ance, hospital A1,
thrift and other Lencfits of a like nature which are appli-
cable to lobour cost of salal
qational cmpolyees, all as chargeable
9 A anc paragaphs 9, 1A and [1LC.
of this Article 1. devarance pay will be charged at a
fixcd rate applurl pavrolis which will equal an amount |

jes and wages of cxpatrale

employees and fou

under sup-paragraph

wnum Hability for severance paynrr

he AR.E. Labour law

equivalent o the m
ents as required undur |
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4, Matenal : [ - gl (E)

Mﬁﬂterial, ff(l'-lipmr.nt, ANl supplics puru:;hu::ﬂd Or
furmished as such, by Contractor or Operating Comp
any. '

A. Purchases :

Material, equipment and supplies purchasud
shall be at price paid by Contractor or Operating
Company after deduction of all discounts actu
ally recerved.

.lfafeffai Furnished by Contractor

- Material required for operations shall be
purchasecl directly whenever practicable, expoc!
that Contractor may furnish such matenal

from Contractor's affiliates stocks outside t]nuc-i

AR.E. under the following conditions :
(1} New Material {Condition “A”)

New matenal transferved  from Contra-
ctor's affiliates warehouse or other properties
shall be priced at cost provided that the cost
of material supplied 1s no higher than intema
tional prices for material of similar quality
prevajling at the time such material was sup

phed.
(2) {sed Material (Condition “B” and )
(a) Matenal which is in sound and senvr

ceable condition and is suitable for re-usc
without reconditioning shall be classed as

Condition “B” and priced at seventy-five

percent (75%) of the new material.

(b) Material which cannot be classified as
Condition “B” but which is servicable
for original function but substantially not
suitable for reconditioning shall be classed
as Condition “C’” and priced at fifry
percent (50%) of the price of new
material.

(c) Material which canot be classified as
Condition “B” or Condition “C” shsll
be priced at a value commensurate with
its use.

(d) Tanks, buildings and other equipment
involving erection costs shall be charged
at applicable percentage of knockeddown
new price.

C. Warranty of Materials Furnished by Contractor :
Contractor does not warrant the material
furnished beyond or back of the dealer’s or
marufacturer’s guaranty © and in case of defe
tive material, credit shall not be recorded
until adjustment has been received by Contra-
tor from rmanufacturers or their agents.
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J.

Transportation :

Transportation of employees, equipment, materials

and supplies nccessary for the conduct of activites.

Employees trasportation costs to the extent covered
by established bolicy of Contractor or Operating
Company, will include travel expenses for employees
and their familles to and from the employees point

of ongm at the time of employment, at time of

separation. and for vacation, and traveling expenses
for c¢mployees and their families incurred as a
result of transfer from one loction to another, in
ARE. Transportation costs for employees and
their families from AR.E. to another location than

point of origin shall not charged to A.RE. operations,

Services -

A. Outside services

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

B. Cost ol services performed EGPC or by Contra-
ctor or their Adfiliated Companies in facilities

inside or outside the A R.E. Regular, recurring.

routine services such as interpreting magnetic
tapes and/or other analysis, shall be performed
and charged by EGPC and/or Contractor or

their Affillated Companies at an agreed price.

Major projects involving engineering and des-

ign services shall be performed by EGPC

and/or Contractor or their Affiliated¢ Compa-
nies at a negotiated contract amount. Use of
EGPC ’s, Contractor’s, or ther Affibated
Companies wholly owned eguipment shall be
charged at a rental rate Commensurate with
the cost of ownership and aperation, but not

m excess of competitive rates currently prevail-
ing nn the ARE. For Exploration, Contractor’s
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and its Affihated Companies’ rates shall not [ - A TP IO PRSI AL

include administrative overhead costs.

7. llamages and Losses :

All costs or expenses necessary to replace or
repair damages or losses incurred by fire
flood, storm, theft, accident or any other cause not
controllable by Contractor or Operating Company
through the exercise of reasonable diligence. GCon-

rred in excess of ten thousand (10,000} U.S. Doll-
ars per occurrence, as soon as practicable after
report of the same has been received hy Contractor

or Operating Company.

™

T

tractor or Operating Company shall furnish Non- |
Operators written notice of damages or losses mcu- |

. LA, J+1_,,..::.?\ (v)

_:’ J"_;im C)L-.#\ )1 3.“_33' do3W o li g J..a.l.i _,1 .._,i.:}E::JI Gr
RSP PN A P B VS 8 P G R BV W
JhalealecUadl 26800 1 )l 5 ke ey AT e )
Jorr OWABLAC IS T 5tk oy Wpien Aoy gz
P LD )W e ¢ LS st UL S
'S FLARTS FERVTS FLT RPN oW e Je ad _Ejlcju
o acn 52 iy E_,JL'; iy Sole K o615 s
oW e ], S Wl ST 1 Jylat) i



S, Insurance and Claim -

g

A8

.I.

The cost of any public hability, property damage
and other insurance againgst habilities of Contrac- |
tor, Operating Company and/or the parties or any
of them to thejr emptoyees and/or outsiders z¢ mav
be required by Laws, rules and regulations  of
the GOVERNMENT or as the parties may agree |
upon. The proceeds of any such insurance or
claim collected shall be credited against operations,
If no inwrance is carried for a particular rjsk, alf :
refated  actual expenditures incurred and paid by
Contractor or Operating Company in settlement of |
any and all Josses, claims, damages, judements, and
any and all losses, claims, damages, Judgements, and
any other expenses, including legal services.

Indirect Expense

Camp overhead and facilitjes such as shore base,
warchouses water systems, roacd svstems; salarics and
expense of fivld supervisory personnel. ficld clerks,
assaistants. and other Sgeneral employe . Coriurecely
serving the Area,

—— o —— —— Y

i e e =

Legal Expenses -

Al costs and expenses of litigation, or legal servi-
ces otherwise necessiry or expedient for the vresec "
tion of the Area, including attomey’s fecs and cxpenses !
s heremafter provided, together with all judgernents
obtained against the parties or any of them on account
of the operations under thc Agreement, and actual
txpenses ncurred by any party or parties hereto mn
securtng cvidence for the purpose of defending
against any action or claim prosecuted or urged
against the operations or the subject matter of the
Agreement. In the event actions or claim affect-
ng the interests hereunder shall be handled by the
legal staff one or more of the parties hereto,a charge
commensurate with cost of providing and fumish-
g such services may be madc to operations.

Administrative Qverhead and General Expense -

A. While Contractor is concucting  Exploration
activities cost of staffing anc mamtaining Contra-
ctors head officeg m the ARE and/or other

offices establshed in the ART. other than field
offices which will he charged a5 pruvided i
Article T1, sub-paragraph 9 above and excepting
salaries of employees of contractor who are tem-
porariy assigned to and directly serving on the
Area, which will be charged as provided i |
Article 11, sub-paragraph 2 above,
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B. Contractor’s administrative overhead outside the | kg Jll( ¢ L‘)r S Jalat Ll g WL [P
AR.E. applicable to the AR.E. Exploration opera- | 3. | nk i 5 J# \;l( ) LI P P
ti?":f'which will I:;'tha;gﬂdmcla:'l rrllmtl'f at the r::e JsUls 2L L.L__.:-—JI las t*’; ( {_n}ﬂ_ﬂaj
O Lo t t- =1 ant
W PCI"EEIH( O)E: o ' xpﬂm!?n cxpendt U"(I F)hl.“dhl.m}t{mid-h_;i_—nfndz_uy
wres while CONTRACTOR is conducting Explera- e L RIS A3 o] o i 5
tion activities and at the rate of two and one huii 8o . e a8
percent (24%) of total  Exploration  ~xpenditures o St e { s pden s Hloas ‘5" 15Ny - Zom "L"' 1
while Opcrating Company is conducting Explorat:on (f*f‘E)C_}I?J)‘L i ﬂﬂ-’}'-._ﬂ!_:ﬁl‘- :_LJ J -
activitics. © No other direct charges as such for Con- c St DL e
tractor’s a{fﬂﬁnistfﬂtiv& overhead outside the ARE.
will he applied against the Exploration obligation. | Jylell Ll N by 2l 2159 dul bl .y
Examples of t}.w type of costs Cnntmctf}r_ :q ncurt- | WS RN R L‘ju il A et st
ing and clarging hereunder due to activities undes - y e o |
the Agreement and covered by said percentages are : JUPE A “f’:h"-’ ekl
(1) Executive — Time of executive officers. -ls-u JuL Wdy o adliy
) Treasurvy — Financial aid exchange problems. | Al ;i‘.' OS L L fi:.“ e {7
(3) Purchasmg " -._:.:'l.ﬂubyl; EAEWTINENINY L}F :.1;4;-1' : -.."..J-\;..:-:-U Y
— Procuring matenals, equipment and supplies, I
(+) Exploratiin & Production Gl 350y Sl LY B s

— Directing, advising and controlhing the entire project.

(..

(5) Other demrtmﬁltq such as legal. comptrollers
and ﬁnmnﬁrnng which contribute time, knnu‘r
dge and expenience to the operation.

The foregoing does not preclude charging for direct
service under sub-paragraph 6.B of this Article IT.

While Operating Company is conducting activities,

Operating Company's personnel engaged in genera!
clerical and office work, supervisors and officers whose

time 1s generallv spent in the main office and not in
the field, and all employees generally considered as
general and administrative and not charged to other
tvpes of expense, will be charged to operations.  Such
cxpenses, shall be allocated each month between Fx-
ploration and Development operations according to
sound and practicable accounting methods.

Taxer

All taxes, duties or levies paid in the ARE. hy
Contractor or Operating Company with respect to
this Agreement other than those covered by Paragraprh
() (1) of Article I#-of the Agreement.
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13.  Continuing Contracior Cost; :

Costs of Contractor activities required under the
Agreement and incurred exclusively in the AR.E.
after Operating Company is formed. No sales ex-
pense mcurred outside the A.RE. may be recovered
a5 a COAt.

14.  Other Expenditures : -

|

Any costs, expenscs or expenditures, other than
those which are covered and dealt with by the fore-
gomg provisions of this Article 11, incurred by Con-
tractor or Operating Company under approved Work
Programs and Budgets.

Article T11

INVENTORIES

| Periodic Inventories, Notice and Representation .

At reasonable intervals as agree upon by EGPC
and Contractor inventories shall be taken by Opeca-
tng C.ompany of the operations material, which shsll
melude all such material. physical assets and const-
ruction projects.  Written notice of intention to fake

inventory shall be given by Operating Company 16 |

FGPC and Contractor at least thirty (30) days before
any mventory is to hegin so that EGPC and Contractor
may be represented when any mventory is taken.
Failure of EGPC and/or Contractor to be representecl

at an inventory shall bind them to accept the inven- |

tory taken by Operating Company, who shall in that
event fumish the party not represented with 2 copv
thereof,

2. Reconciliation and Adjustment of Inventories -

Reconciliation of inventory shall be made by Con-

tractor and EGPC, and a list of overages and short- :

ages shall be jointly determined by Operating Com- f

pany and Contractor and EGPC, and the mnventory
adjusted by Operating Company,

Article 1V

COST RECOVERY

Y. Statements of Recovery of Costs and of Cost Recovery
Crude O1] :

CONTRACTOR shall, pursuant to Article VII of
the Agreement, render to EGPC as promptly as practi-

cable but not later than thirty (30) days after receipt
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from Operating Company of the Stateraents for Dove-

jopment and Exploration Activity for the last montb

of a quarter a statement for that quarter showing :

;) Recoverable costs carried irom the previous quar
ter, if any.

i) Recoverable costs ncurred and paid darimg the
 quarter.

i1 Total recoverable costs for the quarter, (1 + (n.

‘i) Value of Cost Recovery Crude Oil taken and
separately disposed of by Contractor for the
cuarter. |

(v} Amount of cosrs recovered for the quarter

(1)

Amount of recoverable  costs carriecd into the

succeeding cuarter, if any.

(vify  Excess. if any, of the value of Cost Recovery

Crude Ol taken and scparately disposed of hy !

Contractor over costs recovered for the quarter,

1t 1y understood and agreed upon that recovery of

costs and expenses as based upon the rates referred to
n Arucle VII (a) 1 pdrdgraph (11) and ({11} shall be
allocated to cach quarter proportionately, HUWPVET
any allowable costs and expenses not recovered in one
quarter, as thus allocated, shall be carried forward for

recovery mn the next succeeding quarter.

Payments .

If such statement shows an amount due EGPC

payment of that amount shall be made in U.S. Dollars
by CONTRACTOR to EGPC with rendition of such

statement.

Audit Right :

EGPC shall have a period of twelve (12} months
from receipt of anyv statement under this Article 1V

in which to audit and raise objection to any such
statment.

required adjustment.  Supporting dJocuments and
accounts will be available to FGPC during satd fwelvs
(12} months period.

EGPC and Contractor shall agree on any :

|
|
!
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Article V

CONTROL AND MAJOR ACCOUNTS
{. Fxploration Obligation Control Accounts :

Contractor will establish an Exploration Obliga:
tion Control Account and an offsetting contra acc
ount o control therein the total amount of- Explora-
tion expenditures reported on statements of Activiy
prepared per Artcle 1.2.A. hereol, less any reductions
‘agreed to by EGPC anct Contractor following WTiL-
ten exceptions taken by a Non-Operator pursuant
o Article 1.3.A. hereof, in order to determine when
minimum Exploration Obligations have been mct.

2. Cost Recovery Control Account :

T

Contractor will establish a Cost Recovery Control
Account and offsetting contra aceeunt to conrol the:

rein the amount of cost remaining to be recovered. |

f anv, the amount of cost recovercd, and the valoe
of Fxeess Cost Recovery Crucde Chlaf any.

-t

Veyor Adccounts

For the purpose of classifving costs, €Xpenscs and
expenditures for cost recovery as well as for the
purposc. -of establishing when the Exploranon Okl
gation has been met, costs, expnscs and expenditu-
s shall be recorded in major accounts  including
the lollowng :

Exploration Expenditures

Development Expenditures other than operating ex-

penses
Operating Expenses

Necessary subaccounts shall be used.

Revenue accounts shall be maintained by Cantractor
10 the extent necessary for the control of recovéry of cosrs

and the treatment of Cost Recovery Crude Oil.
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