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CONCESSION AGREEMENT FOR PETROLEUM

EXPLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT

AND
ITHE EGYPTIAN GENERAL PETROLEUM CORPORATION

AND

TOTAL PROCHE ORIENT (S.A.)

IN
OFFSHORE MARIOUT AREA

This agreement made and entered on this sixth day of May, 1981,
by and between the ARAB REPUBLIC OF EGYPT (hereinafter
reterred to variously as “A.R.E. or as the "GOVERNMENT™), the
EGYPTIAN GENERAL PETROLEUM CORPORATION, a legal
entity created by Law No. 167 of 1958 as amended (hereinafter
referred to as “EGPC”) and TOTAL PROCHE ORIENT (SA))
a company orgamzed and existing under the laws of France (herein-

after referred to variously as TOTAL or as “CONTRACTOR®).

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, established that
all raw materials, including petroleum, existing in mines and quar-
ries in A.R.E. including the territorial waters, and in the sea bed
subject to its jurisdiction and extending beyond the territorial waters,
are the property of the State, and

WHEREAS, EGPC has applied for an exclusive concession {or
the exploration and exploitation of petroleum in and throughout the

area referred to i Article I1, and described in Annex “A” and shown
approximately on “B” which are attached hereto and made part

hereof; and
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WHEREAS, TOTAL agrees 1o undertake its obligations provi-
ded hereinafter as CONTRACTOR with respect to the exploration,

development and production of petroleum 1n said Area; and

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

WHEREAS the Minister of Petroleum pursuant to the pro-
visions of Law No 86 of 1956, may enter into concession agreement
with EGPC and with TOTAT, as CONTRACTOR, fer the petrn-
leumn cperations referred to in the preceding in the Area hercinatiér
reterred to.

NOW, Therefore, the parties hereto agree as follows :
ARTICLE 1§
DEFINTTIONS

(@) “Txploration™ shall incivde such geological. geophysicai, aerial
and other survey as may be contained in the approved Work Pro-
grams and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of petroleum
or the appraisal of Petroleum discoveries and other related holes
and wells, and the purchase or acquisition of such supplies, ma-
tertals and equipment therefore all as may be contained in the
approved Work Programs and Budgets. The verb “explore”
means the act of conducting exploration.

(b)  “Development” shall include, but not be limited to, all the
operations and activities pursiiant to approved Work Programs
and Budgets under this Agreement with respect to

(#) the drilling, plugging, deepening, side tracking redrilling
completing, equipping of development wells, the changing of
the status of a well from oil well to water well and vice versa

and
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(#) Design, cngincering, construction, installation, Servicing
and maintenance of cquipment, lincs, systems, fa(ﬁilities,
plants and related operations to produce and operate said
wells, taking, saving, treating, handling, storing; flaning;
transporting and delivering petroleum, repressuring, recy-
cling and other secondary recovery projects, and

b

(121) transportation. storage and any other work or actvities
necessary or ancillary to the activities specified in f3) and

(11)
(c) “Petroleum” means liquid crude oil of various densities, asphalt,
gas, casmghead gas and all other hvdrocarbon substances that
may be found in and produced, or otherwise obtained and

saved from the area under this Agreement. and all substances

that mav be extracted therefrom.

{d) “Liquid Crude Oil” or “Crude Oil” or “Oil” means any
hydrocarbon produced from the Area which is in a liquid state
at the wellhecad or lease separators or which is extracted from

the gas or casinghead gas in a plant. Such term includes dis-
tillate and condensate.

t¢) “Gas” is natural gas both associated and non-associated,
and all of its constituent elements produced from any well m
the Area and all nonhydrocarbon substances therein, Said term
shall include residual gas.

f) A “barrel” shall consist of forty-two (42) United States zallons.

[tquid measure, corrected to a temperature of sixty degrees (60)
Fahrenheit.
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(g) “Commercial Well” means the first well in any gmlogiual
feature which after ‘testing for a penod ot thlrty (3[)) comtm
tive days where practlcal but in any event in accordance with
sound and accepted mdustry production practic es, and verified
by EGPC. is found to be capable of preducing at the average -
rate of not less than Three thousaﬂds (3000) barrels of il pel -
day (BOPD). The date of discavery of a “Commercial We'l-

"-.—r--l'-.

-

s the date on which such well is completed and tested accordins
to the apove,

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

(1) “Effective Date” means the date on wh:t(:h the relevant law is
issued and the text of this agreement 1s signed by the GOVERN-
MENT, EGPC and CONTR'%CTOR

(7)) “Year” or “Calender Year” means a period of twelve (12
months according to the Gregorian Calendar.

l"""--..----""‘l

(k) “Financial Year” means the GOVERNM ENTs finanmal Year

starting on Januvary Ist, and ending on December 31st = 1ccord-
ng to the Gregorian Calendar. both dates being inclusive.

()  “Tax Year” means the period of twelve (12) months accorc-
ing to the Gregorian Calendar for which tax returns or reports
are required according to any applicable income profits or other
tax law or regulation of the A R.E.

(m) An “Affiliated Company” means a company -

(1) The share capital, conferring a majority of votes at stock.
holder’s meetings of such companv, of which is owned
directly or indirectly by a party hereto:
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(1) Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholder’s meeting of
a party hereto; or

(m) Whose share Capital conferring a majority of votes at
stockholders’ meetings of such company and the share
capital conferring a majority of votes of stockholders’ meet-
ings of a party hereto are owned directly or indirectly by the

same company.

{n) BLOCK : a block shall mean a 6’ latitude by 6 longitude
according to international grid system.

ARTICLE 1T
ANNEXES TO THE AGREEMENT

Annex “A” is a description of the Area covered and atfected by

this Aerecment. hereinafter referred to as ““The Area’.

Annex “B” is a provisional illustrative map on the scale ol
l : 1, 000, 600 indicating the Area covered and affected by this

Agreement and described in Annex “A”.

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

the National Bank of Egypt
Cairo, Egypt, and to be submitted by CONTRACTOR one dav
before the time of signature by the Minister of Petroleum of this

Agreement, for the sum of Five hundred thousand (500, 000) U.S.
Dollars guaranteeing the execution of CONTRACTOR’s minimum

exploration obligations hereunder for the first one year exploration
period. Such guaranty shall remain effective for six (6) months
after the end of the said one (1) year period except as 1t may be

released prior to that time in accordance with the terms thereof.
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Amnex ~B" 1s the form of a Charter of the operating company
to be formed as pI;DVLi_dl?d__ tor m Article VI__ hereof. |

Amnnex “"E” 1s the Accounting Procedure.

Annexes “A”, “B”, “C”, “D” and “E” to this Agrcement are
hereby made part hereot, and they shall be considered as having
equal torce and effect with the provisions of this Agreement. In
the event of any inconsistency or conflict hetween provisions of Annex
“1” and provisions of this Agreement with respect to the same sub-
tect, then tne provisions of this Agreement shall prevail.

ARTICLE 111

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC and GONTRAC-
TOR subject to the terms, covenants and conditions set out in this
Aereement. which insofar as they are contrary to or mconsistent
with any provisions of Law No. 66 of 1953, as amended, shall have

the force of Law, an exclusive concession in and to the Area described
in Annexes “A” and “B”.

(a) The GOVERNMENT shall own and be entitled, as her€maater
provided to a royalty in cash or in kind of Ten (10) percent o1
the total quantity of petroleum produced and saved from the
Area during the development period including renewal. Said
royalty shall be borne and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of royalties
by EGPC shall not be deemed to result in income attributable
to the CONTRACTOR.

(b) An initial exploration period of one year shall start from the
Effective Date. Two (2) successive extensions to the mrtal
exploration period of one vear and half each
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shall be granted to CONTRACTOR at jts option upon
thirty (30) days prior written notice to EGPC and subject only
to its having fulfilled its obligations hereunder for the prece-
ding period. The Agrcement shall be terminated if no COMME; -
cal discovery is established by the end of the fourth (4th) year
of the exploration period. However, such period may be exten-
ded at CONTRACTOR’s option for up to six months to enable
the completion of drilling and testing of any well actually dril-
ling or testing at the end of the four (4) year exploration period,
but shall not exceed this period by more than sjx months.
T'he Election by EGPC to undertake a sole risk venture under
paragraph (c¢) immecdiately hereafter shall not extend the ex.
ploration period nor affect the termination of the Agreement

as to CONTRACTOR.

“Commercial Discovery” § After discovery of a commercial
Well, CONTRACTOR shall undertake, as part of its explor-
ation program the appraisal of the discovery by drilling one
or more additional wells, to determine whether such discovery
is worthy of being developed commercially, taking 1into consider-
ation the recoverable reserves, 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 re-

servolr or a group of producing reservoirs which after appraisal
1s worthy of being developed commercially, CONTRACTOR
shall give notice of a Commercial Discovery to EGPC! immecdia-

tely after the discovery is considered by CONTRACTOR to he

worthy of commercial development but in no event not later
than the completion of the second exploration appraisal well,
or twelve (12) month following the rate of the discoverv of the
Commercial Well whichever is earlier; except the CONTRA-
TOR shall also have the right to give such notice of Commercial

Discovery with respect to any reservoir or reservoirs even if the
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well or wells thereon are not “Commercial” within the defin-
tion of “Commercial Well” if, in its opinion, a group of reser-
voirs considred collectwely could be worthy of development

Following recéipt of such notice EGPC and' CONTRACTOR
shall meet and review all approprnate data with a view to mu-

tualy agreeing upon the existence of a Commercial Discovery.
The date of Commercial Discovery shall be the date EGPC and

CONTRACTOR mutually agree that a Commer: cial Discovery
exists.

If Crude Oil is discovered but is not deemed by CONTR-
ACTOR to be a Commercial Discovery under the above pIO-
provisions of this paragraph (c), EGPC shall one (1) year after
the expiration of the period s,pemflad above within which CON-
TRACTOR can give notice of Commercial Discovery, or
eighteen (18) months after the completion of a weli not consic.e-
red a “Commercial Well” have the right. following sixty h0))
days notice in writing to CONTRACTOR, at its sole cost, risk
and expense, to de%fel(:}p produce and dispose of all Crude Ol
from the geological feature on which the well has been drilled.
Said notice shall state the specific area covering said geological
feature to be developed, the wells to be drilled, the production
facilities to be installed and EGPC’s estimated cost thereof. With-
in thirty (30) days after receipt of said notice CONTRACTOR
may, in writing, elect to develop such area as provided for in
the case of Commercial Discovery hereunder. In such event all
terms of this Agreement shall contmue to applv to the specified

ar€d.

If CONTRACTOR clects not to develop such area, the spect-
fic area covering said geological feature shall be set aside for
sole risk operations by EGPC, EGPC shall be entitled to per-
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torm, or in the event Operating Company referred to in Article
VI has come into existence. to have Operating Com pany pertorn;
such operations for it at EGPC’s sole cost, risk and ﬂxp-t?l'l.‘-ﬁ':,
When EGPC has recovered from the Crude Oil produced from
such specific area a quantity of Crude Oil equal in value to threc
hundred (300) percent of the cost it has incurred in carrymg ot
the sole risk operations, CONTRACTOR shall have the option,
only in the event there has been a separte Commercial Disco-
very, to share in further development and production of that
specific area upon paying EGPC one hundred (100} percent of
such costs incurred by EGPC. Such one hundred {100) percent
payment shall be recovered by CONTRACTOR from Cost
Recovery Crude Oil in the normal manner for the recovery of
ﬁ}{pemes under Article VII (a). Immediately following such pav-
ment the specific area shall either (1) revert to the status of zn
ordinary development lease under this Agreement and cherc-
atter shall be operated in accordance with the terms hereof; or
(1) alternativelv, in the cvent that at such time EGPC or its
affibated company is conducting all development opera-
tons in the area at its sole expense and EGPC elects to
continue operating, the arca shall remain set aside and CONTR-
ACTOR shall only be entitled to its production sharing percent-
age of the Crude O1l as specified in Article VII (b} below. The
sole risk Crude Oil shall be valued in the manner provided in
Paragraph (c} of Article VII. In the event of any termination
of this Agreement under the provisions of paragraph (b} ahove
this Agreement shall, however continue to apply to EGPC's
operation of any sole risk venture hereunder, although such
Agreement shall have been terminated with respect to CONT-
RACTOR pursuant to the provisions of said paragraph (b)

above. —_—
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The development period shall be twenty (20} years from thie
date of the first Commercial Discovery. This period may oe
renewed for an additonal period of Ten (10) years at the opticu
of CONTRACTOR upon six (6) months prior written notice t
FGPC. Followine Commercial Discovery the extent of the
whole area capable of production to be covered by development
lease or leases shall be mutually agreed upon by LGPG and

CONTRACTOR and be subject to the approval of the Ministex

of Petroleum. Such area shall then be converted automatically
into a development lease or leases without the issuance of any ad-

ditional legal instrument or permission.

Development operations thereafter shall be started prom-

ptly by Operating Company and be conducted m accordance

with good o1l field practices and accepted petrolenm engineering
principles', until the field is considered to be fully ciea-r(*lf;pad;
In the event no commercial production of Petroleum in regular
shipments is established within two (2} years from the date of
Commercial Discovery, the block shall immediately be surren-
dered. ~This two {2) years time limit shall not apply to a Com-
mercial Discovery of non associated gas which shall be subject

to the provisions of Article XXVII.

CONTRACTOR shall bear and pay all the costs and expen.

ses required in carrying out all the operations under this Agre-
ement but such costs and expenses shall not include any interest
on investment, and CONTRACTOR shall look only to the
Petroleum to which it is entitled under this Agreement to recover

such costs and expenses. Such costs and expenses shall be
recoverable as provided in Article VII. During the term of
this Agreement and its renewal, the total production achieved
in the conduct of such operations shall be divided between EGPC

and CONTRACTOR in accordance with the provision of Article
VII.
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(i) 1. CONTRACTOR shall be subject to the laws mn force in
the A.R.E. and the political subdivisions thereot, which
impose taxes on or are measured by mncome or profits, in-
cluding those laws imposing the commercial and industrial
profits tax, municipal tax, defense tax and national security
rax on income and dividends paid with respect to share-
holders (hereinafter referred to as “A.R.E. Income Taxes”},
and except as otherwise provided in the Agreement, shall
comply with the requirements of such laws with respect to
the filing of returns, the assessment of tax, and the keeping
for review by authorised persons of books and records.

Any AR.E. Income "laxes as described above which
“may be levied against CONTRACTOR’s sharcholders as

4 result of CONTRACTOR's activities under this Agree-
ment shall be the responsibility of EGPC.

[t is expressly agreed and acknowledged that EGPC’s
chare of the volume of crude oil as determined under
Article VII includes a volume of crude oil to meet the
CONTRACTOR’s AR.E. Income Taxes as described
above in this paragraph (f) (1). EGPC agrees that pro-
ceeds from such crude oil volumes will be used to meet

CONTRACTOR’s Income Tax liability 1n AR.E. as anad

when due.

9. For purposes of applying paragraph (f) (1) of this Article,
the total taxable income of CONTRACTOR 1m respect ot
any Tax Year shall he an amount calculated as follows :

() The total of the sums received by CONTRACTOR
from the sale or other disposition of all Crude Ot
acquired by CONT RACTOR pursuant to Article V1L

paragraphs {a) and b;




CAAY s (eobe YR 3 () C_.-:la' \r Sand] L ds i s =l YA

1T el

il —

: Lasl

wols mod 4 G s Jolal) st i ok ally T ()

I

s ¢ dm b Bl e (1) 3,401 o gm Al Al 3

s d_..«la.l 4 L] | sl 1! oy (_-:-.) ¢ pdll & 53zl ) (u)

.__*__-?L_.c.“ ‘i._:.l: J..a_:- LQ-LH A Ml(.-.“ Jl.‘sj.....:\.\[ Ua.@:.‘-_ll rl:v;.”
*;-A{La-” Sil___L\ Ya (‘T) (i) :’:*:JEJ‘;H (J.LJ Luj a.}_).&% d.,_e u_aja.s_j

At

—

* (#i{‘*.:n:} Lé le}ﬂ_“ lef:-v ‘J::--Ul ;._:_,.‘;|J..h.ﬁ.l l}j!.....-...-': Lr.L.o (T)

1
1

s (pperer) O Al Jp I s Al s (¥)

' R W

LL_J.“_-.L:{:T ) CEJL:.U Oy Jj‘ﬁ“ OF ddL.J L&JJ.....J_;, lgas o L,F_g[al

don
e

. _;:l:'a-.n ) 3 e 4 J:;T b 28 9] C._“ m 4.':....3” lgle

A adN a1 ONLa Y il S g - 55 (4)
edb G b Jaldll ke (*i'f’d 3 JeAl S e
o dsliedl b AW A bl oLl AU Loy (14)
ot eobe SVl oan 535G 51 Com s o Ll o )l sl
SANDELI ¢ e gl A e bose dazidl sl Sl
¢« SYLa Wl oda Jou S5ke 55 I

1“-_ .

v Gl ot ) s I DLWV g paid OF W
el e ) (ceener) & DL e a8 s

"

o Jelll e




N S T L B B L o A W e

ke L

B e —

LESS |
a) The costs and expenses of CONTRACTOR

which are allowed to be recovered in the lax
Year under paragraph (a) of Article V1l; and

(b) The value, as determined m paragraph (c) of
Article VII of the excess Cost Recovery Crude
Oil taken and separately disposed of by GOWN-
TRACTOR pursuant to Article VII, paragraph

(a) (4);

PLUS
(ii) An amonnt equal tO CONTRACTOR’s AR.E. In-
come laxes.

3. EGPC shall assume, pay and discharge, on behalt of CON-

TRACTOR, CONTRACTOR’s A.R.E. Income Taxes out
of the sum received by EGPC from the sale or other cis-
position of its share of the Crude Oil.

4  EGPC shall furnish to CONTRACTOR the proper official
receipt evidencing the payment of CONTRACTOR's

AR.E. Income Taxes, within sixty (60) days following the
receipt by EGPC of CONTRACTOR tax declaration for
the preceding Tax Year. Such receipts shall be issued by
the proper Tax Authorities and shall state the amount and

other particulars customary for such receipts.

it AR.E. Income Taxes, EGPC shall be entitled
to deduct royalties paid by EGPC to the GOVERNM ENT and
he A.R.E. Income Taxes of CONTRACTOR paid by EGPC

(g) In calf:ulating

on CONTRACTOR's behalf,
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ARTICLE IV

WORK PROGRAM AND EXPENDITURES DURINCG
EXPLORATION PERIOD

() CONTRACTOR shall commence exploration operations here-
under not later than six (6) months after the Effective Date.

Not later than the end of the twenty fourth (24th) menth afrer
the Effective Date. CONTRACTOR shall start exploration
drilling in the Arca, with a commitment of drilling one (1)
well during the cecond exploration period. EGPC shail make
available for contractor’s use all seismic wells and other explo-
rattion data i EGPC’s possession with respect to the Area.

+0) The mmual exploration ﬁeriod shall be one (1) vear. CONT-
RACTOR may extend this cxploration period for two (2) ad-
ditional periods of one vyear and half each, respectively in
accordance with Article III b, cach upon a thirty (30) davs
prior written notice to EGPC subject to 1its expenditure of its

minimum cxploration obligations for then current perod.

CONTRACTOR shall spend a minimum of five hundred
thousand (500,000) US Dollars on exploration operation and
activities related thereto during the mitial one (1) year explo-
ration period,

For the two {2) additional period of one year & half thart
CONTRACTOR elects to extend beyond the initial explora-
tion period CONTRACTOR shall spend a minimum of six
millicn {6 000,000) US dollars per cach additional period

mcluding always the drilling of onc (1) well per each additional

period.
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Without prejudice to the above, should CONTRACTUR
spend more than the minimum amount required to be expended
during the mitial one (1) year exploration period or during any
persod thercafior, the cuesss mav be subtracied from the mint-
mum amount of money required to be cepended by GONT'-
RACTOR during any succeeding expioration period or periods,
as the case may he.

in case CONTRACTOR surrenders its explorat:on oblig:
tions 1z this Agreement as set forth above before or at the end
of the one (1) year of the imitial period, having expznded less
than the total sum of five hundred thousand ((5CO 0UOY UL
Dollars on exploration or m tie event at the end of the one (1
vear GONTRACTOR has expended iess than said swia in thie
Arca, 2n amount equal to the difference between the said five
hundred thousard US Dollars and the amount actually spent
on exploration activities shail be paid by CONTRACTOR to
FGPC at the ume of surrendering or within three (3, months
from the end of year of the initial exploration period, as the
case may be. Any expenditure deficiency by CONTRACUTCGR
at the end of any additicnal period for the reasons above-notoed
shall simlarly, result in a payment by CONTRACTOR 10
EGPC of such deficiency. Provided this Agreement is still in
force as to GONTRACTOR, CONTRACTOR shall be entit-
led to recover any such pavments as exploration expenditure n
the manner provided for under Articte VIL in the cvent o

commercial procduction.

Without prcjudice to Article ITT (b)) in ¢ase no Cammercial

Discovery 1s cstablished by the end of the towrth (4th) year, or
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1 case CONTRACTOR surrenders its exploration obligations
under this Agreement prior to such time, EGPC shall not bear

any of aforesaid expenses spent by CONTRACTOR.

At least four (4) months prior to the beginning ol each year ot
at such other times as may mutually be agreed to by EGL'CG

and CONTRACTOR, CONTRACTOR shall prepare an Ex-
ploration Work Program and Budget for the Area setting forth

pericd, such Work Program. and Budget shall be at least suffi-
cient to satisfy CONTRACTOR’s mimmum expenditure obli-
gations for the period 1t covers, taking into account any crecits

for excess expenditures by CONTRACTOR in prior explora-

tion period.

The Exploration Work Program and Budget shall be revic-
wed by a joint committee to e established by EGPC and

CONTRACTOR after the Effective Date of this Agreement.
This Committce. hereinafter referred to as the “Exploration
Advisory Committee”, <hall consist of six (6) members, three
(3) of whom shall be appointed by EGPC and three (3} by
CONTRACTOR. The Chairman of the Exploration Advisory
Committee shall be designated by EGPC from among the
members appointed by it. The Exploration Advisory Commuttee
<hall review and give such advice as it deems appropriate with

respect to the proposed Work Program and Budget. Followuig
review by the Exploration Advisory Committee, CONTRAG-
TOR shall make such revisions as CONTRACTOR deems

appropriate and «ubmit the Exploration Work Program and
Budget to EGPC for 1ts approval. Following such approval,

't is further agreed that -

(1) CONTRACTOR shall not substantially revise or modify

aid Work Program and Budget nor reduce the approverl

budeeted expenditure without the approval of EGPC :
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() In the event of emergencies involving danger of loss of
Itves or property, CONTRACTOR may expend such addi-
ttonal unbudgeted amounts as may be required to alteviate
such danger. Sucl: expenditure shall be considersd in all
respects as exploration expenditure and shall be recovered

pursuant to the provisions of Article VII hereof.

id) CGONTRACTOR shall advance all necessary funds for all
materials, equipment, suppiics personnel administration and
opcrations pursuant to the Expioration Work Program and
Buaget and EGPC chall not be responsible to bear or repax
any of the aforesaid costs.

(e) CONTRACTOR shall be respoustble for the preparation and

performance of the Exploraton Work Program which shall e
mplemented in a workmanlikc manner ﬂnd I consistence with
ool naustry nractices.

Except as is appropriate for the processine of data : labora-
tory specialized engmeering and development studies thereern,
to be made m specialised centers outsicde A R.E. all geological
and geophysical studies as well as an+ other studies related to
the performance ot this Agreemen, shall ke made in the AR .E.

CONTRACTOR shall enwust the management of explera-
tion operations n the A K.LE. to 1ts technically compeiert Gene-
ral Manager and Deputy General Manager, The names of such
Manager and Deputy (eneral Manager shall, upon appoint-
ment., be forthwith notified to the GOVE BNMENT and to
1ZGPC.  The General N anager and. in [ys absence, the Deputy
General Manager shall be entrusted bv CONTRACTOR with
sufficient powers to carry out mmmediately all lawiul written
directions given to them by the GOVERNMENT or- its
representative under the terms of this Agreement. Al lawful
regulations 1ssued or hereafter to be 1ssued which are applicable
herenmder and not in conflict with thiz Arreement shall apply

to CONTRACTOR.
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{{) CONTRACTOR ghall supply LGPC, within thirty (30) davs
from the end of each calendar quarter, with a Statement of Fx-

ploration Activity showing costs incurred by CONTRACTOR
during such quarter. CONTRACTOR's records and neces-
Sary supporting documents shall be available for inspection by
EGPC at any time during regular working hours for three (3)
months from the date of receiving each Statement.

Withim the three (3) months frem the date of receving such

Statement, EGPC: shall advise CONTRACTOR in writing if
it considers :

(1) that the record of costs is not correct :

(1) that the costs of goods or services supplied are not in line
with the international market prices for goods or services of
simular quality supplied on similar terms prevailing at the
tune such goods or scrvices were supplied, provided how-
ever, that purchases made and services performed within

A.R.E. shall be subiject to Article XXV

{#2) that the condition of the materials furnished by CON-
TRACTOR does not tally with their prices: or

(tv) that the costs incurred are not reasonably required for ope-
rations,

CONTRACTOR shall confer with EGPC in connection with .he
probiems thus presented, and parties shall attempt to reach a
scttlement which is mutually satisfactory  If within the time
Limit of the three (3) months period provided for in this para-
graph, EGPC has not advised CONTRACTOR of its ol jection
lo any statement, such statement shall be considcred as approved.
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Tf within the time limit of three (3% months EGPC has advised
contractor of its cbjections to any statement then contractor shail
confer with £GPG 1n connection with the pronlom thus preson
ted and the parties shall attempt to reach 2 final settiement

thereto.

(¢) CONTRACTOR shall supply all runds necéssary for 1ts opera-
cons in A.RE. under this Agreement in freeiy convertible cur-
rency from abroad. CONTRACTOR shall have the right o

buy Egyptian currency wheneves required and the CONVersii

<hall be made at the official A.B.L. Rate of Exichange:

ARTICLE V

f
- ANDATORY AND VOLUNTARY RELINCUISEMENES

MANDATORY :

A+ the end of the first {Ist) year 2t the Lifective date hevent,

CONTRACTOR shall relinquish to the COVERNMENT a total of

(25) percent In Rlocks of the orizinal Area pot then ¢07-

twenty five
certed to a development lease or 1€ascs,

& half after the Effective Date
l an additicnal twenty five

ea not then converted to 2

At the end of the second year

hereof, CONTRACTOR shall relingquis

(25) percent in Dlocks of the original A

development lease OF leases.

o 111 and XXI. at the end of the four

il = |
T -

Without prejudice to Articl
period, CONTRACTOR shali relinquish the

vear cxploration
1 converted t a development

ainder of the original Area not the

lease or leases.
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VOLUNTARY :

GONTRACGTOR may, voluntarily, during any period relinquish
all or any part of the Area in Blocks provided that at the time of such
voluntary relinquishment its financial obligations for exploration ex-

penditure under Article IV paragraph (b) have been satisfied for
such period.

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

Following Commercial Discovery, EGPC and CONTRACTOR
shail mutually agree upon any area to be relinquished thereafter, ex-
cept for the relinquishment provided for above at the end of the total

exploration period.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

lat  On Commercial Discovery, EGPC and CONTRACTOR shall

forrm in the A.R.E. an operating company which shall be callea
MARIOUT Petroleum Company heremafter referred to as
MARIPETCO or as Operating Company. The laws and
regulations in force in the A.R.L., to the extent that such laws

and regulations are not inconsistent with the provisions of this
Agreement or the charter of MARIPETCO shall apply to the

operations of MARIPETCO However, MARIPETCO shall,
for the purpose of this Agreement, be exempted from the follo-
wing laws and regulations as now or hercafter amended or

substituted

—  Law No. 26 of 1954 concerning certain provisions on joint
stock companies, partnership and limited liability companies
as amended:
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—  Law No. 141 of 1963 on Representation of Employees and

Workers on the Boards of Companies;

——  Law No. 60 of 1971 on Public 1nstitutions and Public Sector

Units;

—  Law No. 97 of 1976 organising dealings in foreign curren-
Ccles;

_— Law No. 48 of 1978 on the staff Regulatiens of Public
Companies;

. Presidential Decree No. 1868 of 1974 restricting some con-
tracts of Works of the Government to Public Institutions and
Corporation and Public Sector Umnits.

The Charter of MARIPETCO is hLercto attached as Annex
“D”. Within thirty (30) days after the date of Clommercial
Discovery, the Charter shall take effect and Orerating Com-

pany shall automatically come nto existence, without any further

procedures.

Nincty (90) days after the Opcrating Company comes 1116
existence in accordance with paragraph (b) above, 1t shall nremnnre
a development Work Program and Budget for the remainder of
the year in which the Clemmercial Discovery is made; and not
later than the first (I1st) of Supiemnber of said year (o1 such other
date as may be agreed upon) and the first (1st) of September ~f
each year thereafter Operating Company shall prepare an annual

Production Schedule, Work Prorgam and Buaget for the succeed-
g vear.  The Preduction Sohedule, Werk Pragram and Budaet

-hall be submitted o the Board of Dircctors for approval and to

be finally aporoved by EGPC.
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(d) Not later than the twentieth (20th) day of each month, Opera-
ting Company shall furnish to CONTRACTOR a  written

estimate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month expressed
m US Dollars having regard to the approved budget. Such csui-
mate shall take into consideration any cash expected to be on

hand at month end.

Payment for the appropriate period of such month shall be
made to the correspondent hank designated in paragraph (€)
below on the first day and fifteenth day respectively, or the next

following business day, if such day 1s not a busmess day.

() Operating Company is authorized to keep at its own disposal
abroad 1n an account opened with a correspondent bank of the
‘National Bank of Egypt, Cairo, the foreign funds advanced by
CONTRACTOR. Withdrawals from said account shall be used
for payment fer goods and services acquired abroad and for
transferring to a local bank in the A.R.E. the required amount
to meet expenditures in Egyptian Pounds, for Operating Comyr-
any in conncction with its activities under this Agreement.

Within sixty (60) days after the end of each Fmancial Year,
Operating Company shall submit to the appropriate exchange
control authorities in the A.R.E. a statement, duly certified by
a recognised firm of auditors, showing the funds credited to that
account, the disbursements made out of that account and the

balance outstanding at the cnd of the year.
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(/) It and for as long during the pertod of produciion operations

there exisis a genuine excess capacity in facilities which cannot
during tiie pernicd of such cxcess be used by the Operating
Coempany, the Contratcor wil consult with EGPC to find a
mutually agreced formula whereby EGPO may use the excess
capacity if it so desires without any pinancial, Operational or
other disadvantage to the Contractor

ARTICLE VII
RECOVERY OF COSTS AND EXPi'NSES AND FPRODUCTION

CETAN IR
gy Lé} Rif"ﬁ {J

‘a) (1) Cost Recovery CGrude Ol

Subject to the auditing provision under this Agrecmeit,
CONTRACTOLK. shall recover all costs and expensts i

i the exploration dovelopment and reiated

i e

respect of a
operations under this agreement to the extent and out of
forty (40) percent per anown of ali Crude Oil produced
and saved frem ail development leases within the Area
hereunder and not uscc in petroleum cperations. Such Crude
Oil is hereinafter referred to as “Cost Recovery Crude Oil™.

For all Exploraticn, Development and Production here-
under, such cosis and expenses shall be recovered from

Cost Recovery Crude Oil m the followmg manner

) Al Operating Expenses, incurred after mnitial Com-
mercial Production, which for the purposes of this
Agreement shall mean the date on whicl: the first re-
gular shipment 15 made, shall be recoverable cither
in the Tax Year i which such costs and expenses are

incurred aid paid or the Tax Year in which mnitial

Clommercial Production occurs, whichever is later date.
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(i) Exploration Expenditures including those accumu-
lated prior to the commencement of initial Commer-
cial Production, which for the purposes of this Agree-
ment shall mean the date on which the first regular
shipment is made, shall be recoverable at the rate of
twenty five (25) percent per annum starting either in
the Tax Year in which such expenditures are incurred
and paid or the Tax Year in which initial Commercial
Production commences, whichever is later date

(i12) Development Expenditures, including those accumu-
lated prior to the commencement of initial Commesx-
cial Production shall be rccoverable at the rate of
twenty five (25) percent per annum starting in the Tax
Year in which such cxpenditures are incurred and
naid or the Tax Year in which mitial Commercial
produciton commences, whichever is the later date.

(2v) To the extent that, in a Tax Year, costs, expenses or
expenditures recoverable per paragraphs (1), (11) and

(iii) preceding exceed the wvalue of all Cost Recovery
Crude Qil for such Tax Year, the cxcess shall be
carried forward for recovery in the next succeediug
Tax Year or Years until fully recovered, but m no
case after the termination of the Agreement, as to

CONTRACTOR.

(v) For the purpose of determining the classification of
all costs, expenses and expenditures for their recovery,
the following terms shall apply

. “Exploratien Expenditures” shall mean all cests
and expenses for Exploration.

2. “Development Expenditures” shall mean all costs
and expenses for development with the exception

of operating expenses.
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3. “Operating Expenses” shall mean al] COStES, expen-
ses and cxpenditures made after initial Commer-
cial Production, which costs, expenses and expen
ditures are niot normally depreciable.

However, operating expenses shall include work
over repair and maintenance of assets but shall
not include any of the following : side tracking re-
drilling and changing of the status of a well from
oil well to water well and vice versa, replacenicnt
of assets or a part of an asset, major overhauling
that extends the life of the asset, additions 1mpro-
vement and renewals.

- (v1) It is understood and agrced upon that the recovery of

costs and expenses as based upon the rates referred
above shall be allowed to each guarter proportionatel
(one fourth to each quarter). However, anv allowable
costs and expensecs not recovered is one quarter, as thus
allocated, shall be carried forward for recovey in the
next quarter.

CONTRACTOR shall each vear take and :oparately dis-
pose of all Uost Recovery Crude Oil produced, except as
provided m sub-paragraph (a) (3) below of this Article V11,
plus its share of the balance of the Crude O1l as stipulated
in paragranh (b) below of this Article VII. To the extent
that the value of the Cost Recovery Crude O1l fas detesmis
ned in sub-paragraph (c) below) exceeds the actual reco-

verable costs and expenditures, includiig any carry torward

from paragraph (a) (1) (iv) above, to be recovered 1n that

‘ M|
year, the value of suci excess Cost Recovery Curde (il

- actually taken; and separately disposed of by CONTRAC-



VAAY 4 pole YR G (00 w6 YT oal L Jlin ol o

DLl ade Jam gy ¢ AT oo Y aasdl oL s
J slall PPRLRUPIRT WINPI LIPS o O 00 dor 4 O el g ¢ Mad
el (3 51 wl:;l! rU&_‘Jl o Al L LT (3 4..:.l| rPAL
el el o g 8 Sk I el 6 mat &1 Jalill e ()

v 4_alsdh o WY

JL.JJQTG:.QUL‘}@_La_ﬁ(%)WMJYF-bJJ(T‘)

WU b gadd Lo ST 0T ¢ Jsldedl alo i H1S s (o
Lo 5B AT b B AT ST el @B ax (o)
A JUTIY sls LY JESEESY f-ba-_ll o Pl yavle /o‘ s Lot 4.8
o o dl dn Jalild e o I gaiss g o b el e

. d‘)” C.,-L.U Lw_g LJ_gLa.“_g ‘L*G” Lg..s mj.a..i'_j

P BN sd s (2w @ Ldielly ALl o

.

. UjJ"."” -.__;U.Q..JI d fn-i:‘n_..,...d

Jpdll el | 204 (oa TR
A S -
Y. A e e G0y (0eeee ) il
il grand y LI, (, )HJTWM
VY AY wr ee e e ‘_}4, (14 ver)
| Croad s -bu\ op My sl L.,Y\ 3.
1@ A O Y J‘J \\{....)

ir-usnilisie-ujer _



-sriplmiin el

L -

69  YaA) €o sl Yt @ 1o d\: ) gIEEC | IR Vv ST

mA———

TOR shall be paid by CONTRACTOR to EGPC in the
manner set forth in Article IV of the Accounting Procedure
contained in Annex “E” and CONTRAGTOR shall be dee-
med to have purchased such excess Cost Recovery Grude

(3) Ninety (90) days prior to the commencement of each year
EGPC shall be entitled to clect by notice in writing to
CONTRACTOR to take delivery in kind, F.O.B. export ter-
minal or other agreed delivery point, of up to 50 percent of
any excess Cost Recovery Crude Oil for that year, and the-
reby reduce the amount to be purchased by CONTRAC-

TOR in the same percentage amount.

L
;
_i.._..-

() Production Sharing :

The remaining sixty (60} percent of the Crude Oil shall bhe
taken and disposed of separately by EGPC and CONTRAC-

TOR according to the following incremental scale :

-

Crude Oil produced and saved under this
Agreement and not used 1n Petroleum EGPC Contractor
operations Share 9 Share 9/
barrels per day o -
— The first fifty thousand (50,0C0) - - 80 | 20
.. Between fifty thousand (£0,000) and one! é
hundred and ninety thousand (190,000), &3 | 17
— On all prcduction akove one hundrr::dL
and ninety tkcusand (190,000} . - - - 85 | I 5

e
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C. (1) It is the tent of the Parties that the value of the Cosi
Recovery Crude Oil shall reflect the prevailing market price
for Crude Oil. For the purpose of cvaluating the prevailing
market value of the quantty of Cost Recovery Crude Cil to
which CONTRACTOR is entitled hereunder d.uriﬁg each
calendar semester, the weighted average price realized for
comparablc quantities on comparable credit terms in freely
convertible currency from F.O.B. peint of export «cles 0
non-afiiliated companies during such semester at armsies
ngth by either EGPU or CONTRACTOR under all Grude
Oil sales contracts currently in cffect, but excludng crude
oil spot sales not consistent with prevailing market prices -

. for smilar Crude Qil and also excluding Crude O1l sales

contracts involving beorter! swhichever is higher, snall be

used. It is understood :hat i the case of C.LE. sales. apn-

roptiate deductions shail b made for transport and msur-
ance charges to calculate the F.O.B. point of export price:
and always taking nte account the appropriate adjustment
for quality of crude oil. freight advantage or disadvantage

of port of loading and other appropriate adjustments.
Neverthless, if CONTRACTOR considers the value of the

Cost Recovery ¢ rude O1l so determined not to reflect the

market conditions prevailing during the calendar semester,

CONTRACTOR and EGPC shall mect and mutuallv agree

upon the price.

(2) If during any calendar semester there are no such sales Dy
FEGPC or CONTRACTOR undex Curde Qil sales contracts
currently in effect, EGPC nd CONTRACTOR shalt meet

and mutually agree upon the price of Grude Qil to he useacil
oned in sub-paragraph (]

in determining the value mentl '
ent the price used

(1) above, pending such mutual agreen
shall be the last price determined pursuant to sub-para-
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graph (c) (1), or under this sub-paragraph (c) (2) whichever
is later, and appropriate adjustment will be made thereto

after determination of a mutually agreed price by EGPC

and CONTRACTOR.

(d) Operating Company shall prepare (not less than ninety (90) days

prior to the beginning of each calendar semester following re-
gular production) and furnish in writing to CONTRACTOR
and EGPC a forecast setting out the total quantity of petroleum
that Operating Company estimates can be produced, saved and
transported hereunder during such calendar semester in accor-
ance with good oil industry practices. Operating Company shail
endeavour to produce each calendar semester the forecast quant-
ity. The Crude Oil shall be tun to storage tanks constructed,
mamtamed and operated according to Government Regulations,
by Operating Company m which said Crude Oil shall be meter-
ced or otherwise measured for royalty, and the other purposes
required by this Agreement.

() CONTRACTOR shall have the right and the obligation to
separately take and dispose of currently all of the Crude Oil to

which it is entitled as is determined in accordance with sub-
paragraphs (af #nd (b) of this Article: Subject to payment of
sums due BEGPC under Articles VI (a) (2) and IX.  GON-
TRACTOR shall have the right to retain abroad all funds
acquired hy it abroad including the procecds from the sale of

share of Crude Oil exported.

() At a rcasonable time prior to the commencement of Commercia.
Production EGPC and CONTRACTOR shall meet and agree

_ " . ’ . . 1 . c
upon a procedure for scheduling tanker liftings from the agreen

upon point of export.
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ARTICLE VIl
TITLE TO ASSEILS

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

(1) Tand shall become the property of EGPC as soon as 1t 15
purchased.

(2) Title to fixed znd movablc assets <hall be transierred anto-
matically from CONTRACTOD. to EGPC as they be-
come subject fo recovery in accordance with the Provisions
of Article VIT; however, the gull title to fixed and movable

~assets shall be transterved antomatically from CONTRAG
TOR o EGPC at the time of teymination of the Agreemeit,

whichever first ocours

The Book Value of the Aszets created during each calendar qua
“ter shall be communicated by CONTRACTOR te EGPC o

1 r

7 ‘l"':"t'.'

by Operating Cf:»mp:s_mf (o EGPC and Contractor swithin it
(30) days of the end of cach quarter.

During the term of this Agreement +nd the renewal period
CONTRACTOR and Operating Company are eniitled to the
£.1] use of all fixed and movable assets connection witi Gpera-
tons hereunder in (1) the Area and (2} any other area anproved
by EGPC nd CONTRACTOR and proper accounting acjust-
ent shall be made. CONTRACTOR ard EGPC <hall net
nt of the other,

CONTRACTOR may frecly import into AR.E., use therem
and freely export ot the cnd of such use machinery and camp-

ent which it exther rents oY lease in accordance with good indn-

stry practices.
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ARTICLE 1X
BONUSES

CONTRACTOR shall pay to EGPC as a Signature Bonus the
sum of one million (1,000,000) U. S. Dollars on the day of tle
first renewal exploration period and the sum of one million
(1,000,000) US Dollars on the date of the first Commercial

Discovery.

CONTRACTOR shall pay to EGPC :

the sum of two million (2,000,000) U. S. Dollars as a Produc-
tion Bonus when the total average daily production first reaches
the rate of fifty thousand (50,000) barrels per day
for a period of thirty (30) consecutive producing days.  Payment
will be made within fifteen ( 15\ days thercafter.

CONTRACTOR shall also pay to EGPU the additional sunt
of four million (4,000,000) 1J.S. Dollars as a Produc-
tion Bonus when the total average daily production first reaches
the rate of one hundred thousand (100,000) barrels
per day for a period of thirty (30} consccutive producing days.
Payment will be made within fifteen (15! days thereafter.

CONTRACTOR shall also pay to E(:PC the additonal sum of
six million (6,000.000) U.S. Dollars as a Production
Bonus when the total average daily production first reaches the
ratc of one hundred and fifty thousand (150,000} barrels per dav
for a period of thirty (30) consecutive producing days. Payment

will be made within fifteen (15) days thereafter.
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(e} Both aforesaid Signature and Production Bonuses shall in no event
be recovered nor amortized by CONTRACTOR.

(f) In the event that EGPC elects to develop any part of the Area
pursuant to the sole risk provisions of Article 111 (c} heremabove.
production from such sole risk area shall be considered for the
purposes of this Article IX only if CONTRACTOR EXCTCISEs

its option to share in such production, and only from the initial

date of sharing.
ARTICLE X
OFFICE AND SERVICE OF NOTIiCk

CONTRACTOR shall maintain an office i AR T. at which

notices shall be validly served.

The General Manager and Deputy General Manager shall bLe
entrusted by CONTRACTOR  with sufficient power to carry out
‘mmediately all local written directions given to him by the GO-
VERNMENT or its representatives under the terms of this Agrce-
nent.  All lawful regulations issued or hereafter to be issued which

are applicable hereunder and not in conflict with this Agreement
<kall apply to the duties and activities of the General Manager and

Deputy General Manager:

All matters and notices shall be deemod to he validly served

which are left at the office of the General Manacer or which are

cent to him by registered mail to CONTRACTOR’s office in AR.E

All matters and notices shall be deemed be vabidly - ser-
sed which are left at the office of the Chairman of EGPC or which
.re sent to him by registered mail at EGPC’s mam office in Camro
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ARTICLE XI

SAVING OF PETROLEUM AND PREVENITION OF LOSS

Operating Company shall take all proper measures accordiug
to generally accepted methods mn use in the o1l andusuwy w0
prevent loss or waste of petroleum above or under the ground
in any form during drilling, producing, gathering and distribur-
ing or storage operations. The GOVERNMENT has the right
to prevent any operation on any well that 1t mught reasonably
expect would result in loss or damage to the well or the o1l held.

Upon completion of the drilling of productive well Operating
Company shall inform the GOVERNMENT or its representa-
tive of the time when the well ‘will be tested and the production

rate ascertamed.

Except in instances where multiple producing formations 1n
the same well can only be produced econorucaliy thieugh
single tubing string.  Petroleumn shall not be produced  from
multiple oil carrying zones through one string of tubing at the
same time, except with the prior approval of the GOVERN-
MENT or its representative.

Operating Company shall record data regarding the quantitics
of petroleum and water produced mouthly from cach develop-
ment Jease.  Such data shall be sent to the GOVERNMIENT or
its representative on the special forms provided for that purposc
within thirty (30) days after it is obtained. Daily or weckly
statistics regarding the production from the Area shall  be
available at all reasonable times for examination by ecuthort-
zed representatives of the GOVERNMENT.
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(¢) Daily drilling records and the graphic logs of wells must show
the quantity and typc of cement and the amount of any crhe;
materials used in the well for the purpose of protecting pegeo-

leum, gas bearing or fresh water strata.

f-a

Any substantial change of mechanical conditions of the sveil
cfter its compietion should be subject to the approval of the FEPT I

tative of the GOVERNMENT.
ARTICLE XI1I

CUSTOMS EXEMPTION
@) EGPC, CONTRACTOR, Operating Company and ther

foreign contractors and sub-contractors engaged n carrving et
operations under this Agreement shall e permiited to impeoes
and shall be exempted from customs duties, with respect to the
importation of machinary, cquipment, vehicles, matenals, sup-
plies, consumable items, foodstuffs and movable property whea
certified by responsible representative of EGP( to be used

solely in carrving on operations under this Agrecrnent.

(b)Y FEach expatriate employee of CONTRACTOR and Operass;.
Company and the said contractors and sab-contractors  shall
be permitted to import and shall be exempt from all customs -
ties with respect to the reasonable importation of houschild
goods, consumable items, foodstuffs (within the limits appmved
hy Ministery of pctroleum) and personal cffects including e
automobile provided however, that such properties are m-
ported fcr the sole use of the employee and his family 2
provided further, that no such ptoperty imported by the =m-
ployee shall be resold by him in the A.R.E. except in accordaa->
with GOVERNMENT regulations.
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The exemption provided in (a) of this Article shall not apply
to any imported items when EGPC considers and shows that
items of the same or substantially the same kind and qualy
are manufactured locally and are avatiable tor purchase and
timely delivery in the A.R.E. at a price not higher than ten (10)
percent more than the cost of the imported 1tem before customs
duties, but after transportation and insurancc costs have been

added.

Without prejudice to Article VIII, any of the items imported
into the A.R.E. either exempt or not-exempt from customs
duties, taxes or unposts under this Article may be exported Hy
the importing party at any time without the pavment of iy
export duty, or iImpost.

Used but serviceable matenal, equipment and good resulting
from operations hercundcr may be sold withm the A RE. pro-
vided that the purchasers pay the applicable customs duties,
taxes or imposts, if any, except if sold to EGPC or an affilia-

ted company of EGPC.

Matenal. equipment and goods so damaged or used as to be
non-serviceable and which are classified by CONTRACTOR
or Operating Company as scrap or junk (any such CONTRA( -
TOR’s appraisal being subject to EGPC approval and ATiY
such Operating Company’s appraisal being subject to EGPC
and CONTRACTOR approval) may be sold as scrap or junk

without payment of customs duties, taxes or imposts.

In the event of such sale under sub-paragraphs (e) and (f)
above, the proceeds from such sales shall he divided in the
folowing manncr :

CONTRACTOR shall be entitled to reimbursement of e

unrecovered cost, 1f any, n such material or cquipment and
the excess, it any, shall be paid to EGPC.
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“Clustoms Duties”, as used herem, shall include all duties. taxes
or imposts (except those charges paid to the GOVERNMENJ
for actual services rendered), which are payable as a result of

the importation of the item or items under consideration.

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

export of Petroleum hereunder.

ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYME™N 1™

@

/

EGPC, CONTRACTOR and Operating Company shali ~ach
maintain at their business offices in the A.R.E. books ot
account, in accordance with the Accounting Procedur- in
Annex “E” and accepted accounting practices generally used
in the petroleum industry, and such other books and records as
may be necessary to show the work performed under this

Agreement, including the amount and value of all petroiciun
produced and saved hercunder. CONTRACTOR and Op-
rating Company shall keep their books of account and ac-

- counting records in United States Dollars. Operating Company

shall furnish to the GOVERNMENT or its representatve
monthly returns showing the amount of petroleum produc-]
and saved hereunder. Such returns shall be prepared u: the
form required by the GOVERNMENT, or its represent:five
and shall be sicned by the General Manager or by the Doty
General Manager or a duly designated deputy, and dciverec
to the GOVERNMENT or its representative within thurty
(30) days after the end of the month covered 1n the rerur,
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(b) The aforesaid books of account and other books and records
referred 0 above shall be available at all reasonable times
for inspection by duly authorized representatives of the

GOVERNMENT.

(¢} CONTRACTOR shall submit to EGPC a protit and L.oss
Statement for the Calender Year not later than March 15
of the following vear to show its net profit or loss from the

petroleum operations under this Agreement for such year.

CONTRACTOR shall at the same time submit a year-
end Balance Sheet for the samc Calendar Year to EGPC.

The Balance Sheet and Financial statements shall be certitied
by an Egyptian certified accounting firm accepted by EGPC.

ARTICLE XIV

RECORDS, REPORTS AND INSPECTION

a) CONTRACTOR and or Operating Company shall preparc
and, at all times while this Agrecement is in force, mamntam
accurate and current records of its operations in the Area

hereunder.  CONTRACTOR and/or  Operating Gompany

shall furnish the GOVERNMENT or its representative, in COr-
formity with applicable regulations or as the GOVERNMENT

or its representative may reasonably require information and
data concerning its operations under this Agrecement. Operating
Company will perform the functions indicated in this
Article XTV in accordance with their respective role as specified

in Article V1.

hy CONTRACTOR and or Operating Company shall save an-|
keep for a reasonable period of time a representative portion ol
cach sample of cores and cuttings taken from drilling wells. to
be disposed of, or forwarded to the GOVERNMENT or its
representative in the manner directed by the GOVERNMENT.
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All samples acquired by CONTRACTOR and/or Operating
Company for its own purposecs shall be considered available for
%HSPECtiOI] at any reasonable time by the GOVERNMENT or
its representatives.

Any such samples which CONTRACTOR or Operating Com-
pany has kept for a period of twelve (12) months with
receipt of instructions to forward them to the GOVERNMEXNT

or its representatives or elsewhere may be disposed of oy
CONTRACTOR or Operating Company at its discretion.

(¢) Unless otherwise agreed to by EGPC, in casc of exporiing any
rock samples outside A.R.E., samples cquivalent in size and
quality shall, before such exportation, be delivered to EGPC as
representative of the GOVERNMENT.

(d) Originals of rccords can only -be exported with the permisstoi
of EGPC ; provided, howcver, that magnetic tapes and am
other data which must be processed or analyzed outside the
A.R.E. may Le exported if a monitor or a comparable record.
if available, is maintained in The AR.E. and provided that
such exports shall be repatriated to A.RE. on the understan-
ino that they belone to EGPC

le) During the period CONTRACTOR s conducting the exple-
ration operations, CONTRACTOR shall permit EGPC
through EGPC’s duly authorized representatives or employees
to have full and complete access to the Area at all reasonabic
times with the right to observe the operations bemng conducted
and to inspect all assets, records and data kept by CONTRAC-
TOR. EGPC’s representative, in exercising its rights under the
preceding sentence of this paragraph (), shall not interfere

with CONTRACTOR’s operations. CONTRACTOR shall
provide EGPC with copies of any and 2!l data (including, but
not limited to, geological and geophysical reports, logs and well
surveys) information and interpreration of such data, and

other information m CONTRACTOR's possession. Al such
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data and information shall be strictly confidential and shall .
not be divulged by EGPC except to affiliated companics, or
by the GOVERNMENT without the consent of CONTRAC-
TOR while this Agreement remains in force. However, for
the purpose 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 respect to the Area
adjacent to the Area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMACES

- CONTRACTOR shall entirely and solely be responsible i
law toward third parties for any damage caused by CONTR-
ACTOR’s exploration operations and shall indemnify the GOVERN-
MENT and/cr EGPC against all damages for which they may he
held liable on account of any such operations.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

- Duly authorized representatives of the GOVERNMENT shall
have access to the Area covered by this Agreement and to the oper-
ations conducted thereon. Such representatives may examine the
hooks, registers and records of EGPG, CONTRACTOR and Oper-
ating Company and make a reasonable number of surveys, drawings
and tests for the purpose of enforcing this Agreement. They shall, for
this purpose, be entitled to make reasonable usc of the machinery and
instruments of CONTRACTOR or Operating Company on the
condition that no danger or impediment to the operations hereunder
chall arise directly or indircctly from such use. The GOVERN-
MENT shall indemnifv and reimburse CONTRACTOR or Opera-
ting Company for any loss or damage which may m fact result fr‘ﬂm
anv such use of saill machinery and instruments. Such representatives
shall he given reasonable assistance bv the agents and employees of
CONTRACTOR or Opcrating Company so that none of the a~tivi-
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ties shall endanger or hinder the safety or efficiency of the oper-
ations. CONTRACTOR or Operating Company shall offer su:h
representatives all privileges and facilities accorded to its own »mi-
ployees m the field and shall provide them, free of charge. the vse
of reasonable office space and of adequately furnished housing while
they are in the tield for the purpose of facilitating the objectives of

this Article. Any and all information obtained by the GOVERN-
MENT or its representatives under this Article XV1 shall be kept
confidential with respect to the Area and shall not be disclosed

during the terms of this Agreement without prior written consent

of EGPC and CGONTRACTOR.
ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF ECYPT PERSONNEL

{a) Tt is the desire of EGPC and CONTRACTOR that operatioNns

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 the personnel of its contractors for the con-
duct of the operations hereunder, shall bc granted a resr-
dence as provided for in Law No. 89 of 1960 as amendead
and Ministerial Order No. 9 of 1963 as amended. anc
CONTRACTOR agrees that all immigration, passport.
visa and emplovment regulations of the A RE.. shall e
applicable to all alien employees of CONTRACTOR wor-

king in the AR.E.

'9) A minimum of twenty-five (25) percent of the combined
 alaries and wages of each of the expatriate administrativ?.
professional and technical personnel employed by COI\TR-
ACTOR or Oneratine Comnanv shalt be naid monthiy
in Egvptian Currcncy. On final repatriation such PETsOnt:e;
hall have the right to remit abroad m U.S. Dollars ry

other currencies the unused portion of Feoyptian (,J.ti*fﬁnt:zs
in excess of twentv-five (25) percent of such personnel’s

salary.
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(b) ‘CONTRACTOR and Operaung Company shall each select
1its employees and determume the number thereof, to be used for
operations hereunder.

(cj CONTRACTOR sghall after consultanon with EGPC, prepare
and carry out specialized training programs for all its A.R.E.
ciplovees engaged in operations hercunder with respect to
applicable aspects of the petroleum industry. CONTRAUTOR
and Operating Company undertakes to replace gradually their

non-executive cxpatriate staffs by qualified nationals as they
are available.

£/) During the period when CONTRACTOR 15 conducting  Ex-
ploration, CONTRACTOR shall give inutually agreed numbers

of EGPC employees an opportunity to attend and participate n
CONTRACTOR’s and CONTRACTOR’s affiliate traming

programs relating to exploration and development operations.

ARTICLE XVIII
LAW AND REGULATIONS

(4) CONTRACTOR and Operating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof) as amended
by Law No. 86 of 1956 and the regulations issued for the 1m-
plementation thereof, including the regulations for the safe and
efficient performance of operations carricd out for the execution
of this Agreement and for the conservation of the petroltewm
resources of the A.R.E. provided that no regulations, modifica-
tion or interpretation thereof shall be contrarv to or inconsistent
with the provisions of this Agreement.

(b)) EGPC and CONTRACTOR shall be exempted from all taxes,
except as pprovided m Article 111 paragraph (f) for income taxes

with respect to the extracting, procducing, exporting or trans-
porting of petrolcum hereunder. CONTRACTOR shall also

be exempted from any tax on capital.
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(¢} The rights and obligations of EGPC and CONTRACTOR
under, and for the effective term of this Agreement; shall be
governed by and in accordance with the provisions of this Agree-

ment and can only be altered or amended by the mutual agree
ment of the said contracting parties.

(d) The contractors and sub-contractors of CONTRACTOR and
Operating Gompany shall be subject to the provisions of this

Agreement which affect them. Insofar as all regulations which
are duly 1ssued by the GOVERNMENT apply from time to time

and are not in accord with the provisions of this Agreement,

such regultion shall not apply to the CONTRACTOR and
subcontractors.

ARTICLE XIX

RIGHT OF REQUISITION

(> In case of national emergency due to war or imminent expecta-
tion of war or internal causes. thce GOVERNMENT may requi-
sition all or part of the production from the Arca obtained here-
under and require Operating Company to increase such produc-
tion to the utmost poss'ble maximuem. The GOVERNMENT
may also requisition the oil filed itself and. if necessary related
facilities.

() In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their representa-
tive by registered letter, with acknowledgement of receipt, tc

express their views with respect to such requisition.

() The requisition of production shall be effected by Ministerial
Order. Any requisition of oil field itself, or any releted facilities

shall be effected by a Presidential Decree duly notified to EGPC
and CONTRACTOR.
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) In the cvent of any requisition as provided above, the GOVERN-
MENT shall indemnify in full EGPC and CONTRACTOR for

the period during which the requisition is maintained, including :

(1) All damages which result from such requisition.

(2) Full payment each month for all Petroleum extracted by
the GOVERNMENT less the royalty share of such produc-
tion, and

{3) Other obligations of Contractor and EGPC hereundel.
However, any damage resulting from enemv attack is not
within the meaning of this sub-paragraph (d). Payment here-
under shall be made to CONTRACTOR in U.S. Dollars

“remuttable abroad. The price paid to CONTRACTOR
for Petroleum taken shall be calculated in accordance with
Article VII paragraph (c).

ARTICLE XX

ASSIGNMENT

(@) Neither EGPC nor CONTRACTOR may assign to a person.
firm or corporation not partv hereto, m whole or in part, any
of its rights, privileges, duties or obligations under this Agree-
ment without the written consent of the GOVERNMENT, How-
ever, either EGPC or CONTRACTOR shall be free to assign 1t
rights, privileges; duties and obligations under this Agreement
to an affiliated Company: and provided, further; that the as-
signee shall be as qualified as the assignor with resp