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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION AND EXPLOITATION
Between
THE ARAB REPUBLIC OF EGYPT
and

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
and o

LL & E SUEZ, INC.

IN NORTH AMER ONSHORE AREA
IN THE GULF OF SUEZ BASIN

OF EGYPT
This Agreement, made and entered into on this. day
of . ———, 1981, by and between the ARAB

REPUBLIC OF EGYPT (hereinafter referred to variously as
“A.R.E.” or as the «“Government”’), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity created by Law
No. [67 of 1958 as amended (hereinafter referred to as “EGPL™)
and LL & E SUEZ, INC. a company organized and existing under
the laws of Delaware (hereinafter variously referred to as «J.[ )
& E” or «Contractor™’).

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, established
that all minerals existing in mines and quarries in A.R.E. includ-
g the territorial waters, are the property of the State: and

WHEREAS, EGPC has applied for an exclusive concession
for the cxploration and exploitation of petroleum in and through-
out the Area referred to in Article II, and described In Annex
“A”" and shown approximately on Annex “B’’ which are attached
hereto and made a part hereof; and

WHEREAS, Contractor agrees to undertake jts obligations
provided hereinafter as a contractor with respect to the explora-

tion, development and production of petroleum in the said Area:
and

m—_u
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WHEREAS, the Government desires hereby to grant such

concession; and

WHEREAS, the Minister of Petroleum pursuant to the

provisions of Law No. 86 of 1956, may enter into a concession
agreement with EGPC, and with Contractor as a contractor, for
the petroleum operations in the Area.

(a)

(b)

NOW, THEREFORE, the parties hereto agree as follows

ARTICLE 1
DEFINITIONS

«“Exploration’” shall include such geological, geophysical,
aerial and other surveys and studies as may be contained in
the approved Work Programs and Budgets, and drilling of
such shot holes, core holes, stratigraphic tests, holes for the
discovery of Petroleum orthe appr*aiSal of Petroleum discov-
eries and other related holes and wells, and the purchase
or acqusition of such supples, materials and equipment
therefor, all as may be contained in the approved Work Pro-
grams and Budgets. The verb <«explore’” means the act
of conducting exploration.

«“Development’’ shall include, but not be limited to, all the
operations and activities pursuant to approved Work Pro-

grams and Budgets under this Agreement with respect to :

(i) the drilling, plugging, deepening, side tracking, redril-
ling, completing, equipping of development wells, the

changing of the status of a well from oil well to water
well, and vice versa, and



VAL A 2ol v G () Y e e U B Il

Sl Glsy dadsy cbsily LS G duding gead — Y
e aball Slledly 3508 Oohgoidly STty Db ghsll
cadlens & BlinmYiy Il Ay bW ede fotis 2 LY
ke Al s 4 sl dl L) Gl sl 41 st g eled
& >N Dleg iy wiy e Salaialy dhass kel ddes TL'-TDJU
o oabs 2N w g U

FUSESEY BEPA IR LIV | ORLETY J;‘*—'*Mj L}LH el ¥
C s (1) 5 () & el sty L o L

G ) JL L et s € 0 ()

E

NI ;4;}..__,: oo aleld Gloate LAl cldli

e = . . ; - ; L .. . T "
' §

» i - o n f . ;,. ti-'_ i . #
* -’ ‘j Ti bl ¢ - !' 1' -
- LJU.: Lﬂ &z 12 ] R et mlx 9 (5 _}:"" 4. J;':..! a._,,_.-;t,..i.;.- S j,..:i:b:.r!
.-_'.p" - im o

slae € ol 51y el & Jiy ST @ L et e gty (0)
SV TPV | c\}bdu‘,ﬁ_‘,a Aakad! L 7 Q_,;an.ia 73
G oY el e 3 Ll 5 fas C;! o d ol I T,
VP SO SR L RN (R [ 1 RN EE
oGl il ey ol 1das

G‘b"?.j&((m' ))d;éiww‘d%}ﬂlﬂu‘%\fj
Lt Bl 1A ag ¢ 4 day I dd g Soyadl a8 2l

DUl o Bl (7 ) Oamls 1 or 05 C iy (5)
Sl Aoy e Yaws WL AT L0 AN szl by )
v ond e (M)



VA

(¢)

(d)

VWAL Lo ol Y () Yol e i s

ey —

(1) the design, engineering, construction, installation, ser-
vicing and maintenance of equipment, lines, systems,
facilities, plants and related operations to produce and
operate said development wells; taking, saving, treating,
handiing, storing, flaring, transporting and delivering
Petroleum, repressuring, recycling and other secondary
recovery projects, and

(111) the transportation, storage and any other work or acti-
Vity necessary or ancillary to the activities specified in
(1) and (ii) above.

“Petroleum’” means Liguid Crude Oil of various densities,
aspnalt, Gas, casinghead gas and all other hydrocarbon
substances that may be found in, and vroduced or otherwise
obtained and saved from tlie Area under this Agieement. and .
all substances that may be extracted therefrom.

“liquid Crude Oil”’ or,«Crude Oil”> or «Oil”’ means any
hydrocarbon produced from the Area which is in a liquid
state at the well head or lease separator or which 1s extrac-
ted from the Gas or casinghead gas in a plant. Such term
includes distillate and condensate.

(e) “Gas” is natural gas both associated and non-associated, and

all of its constituent elements produced from any well in
the Area and all non-hydrocarbon substances therein.

Said term shall include residual gas.

(f)“Barrel”” shall consist of forty-two (42) United States

gallons, liquid measure, corrected to a temperature of
sixty degrees (60°) Fahrenheit.
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(¢) “Commercial Well”” means the first well in any geological

feature which after testing for a period of not more than
thirty (30) consecutive days where practical, but in any

event 1n  accordance with sound and accepted industry
production practices, and verified by EGPC, is found
to be capable of producing at the average rate of not less than
two thousand (2,000) Barrels of Oil per day. The date of
discovery of a Commercial Well is the date on which such
well is completed and tested according to the above.

(h) “A.R.E.” means Arab Republic or Egypt.

(i) “Effective Date’” means the date on which the text of this

Agreement is signed by the Government, EGPCand Contractor
after the relevant law re_fgg_ed to in Article XXIX is issued.

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

(k) “Financial Year” means the Government’s financial year
according to the A.R.E. laws and regulations.

(/) “Tax Year” means the period of twelve (12) menths according
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-
holders’ meetings of such company, of which 1s owned
directly or indirectly by a party hereto ;
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(if) which is the owner directly or indirectly of share capital

conferring a majority of votes at stockholders’ meetings
of a party hereto: or

(¢i) whose share capital conferring a majority of votes at stock-
holders’ 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.

() “Operating Company’” shall mean the company to be form-
ed pursuant to Article VI hereof.

(0) “Biock” shall mean an grea vithin the Area, defined to the
extent permitieC oy fue natural boundaries of the Area,

''''''' by straight liion of latithds o2 fengitude of intervals of
three (3) mim e

Wt ,11-

ARTICLE 11
ANNEZES TO THE AGREEMENT

Annex “A” is a description of the Area covered and affected
by this Agreement, herein referred to as the “Ares’’.

Annex “B™ is a provisional map on the scale of 1:500,000

indicating the Area covered and affected by this Agreement and
described in Annex “A”.

Annex “C” is the form of the Letter of Guarantee which is
to be submitted by Contractor two (2) days before the time of
signature by the Minister of Petroleum of this Agreement for the
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summ of five (5) million U.S. Dollars, guaranteeing the execution
of Contractor’s minimum exploration obligations hereunder for
the first three (3) Year exploration period. Such guarantee shall
remain effective for six (6) months after the end of the said three
(3) Year period except as it may be released prior to that time in
accordance with the terms thereof,

Annex “D”" is the form of a Charter of the Operating Company
‘0 be formed as provided for in Article VI hereof. Annex “E”’
| . the Accounting Procedure.

Annexcs “A’, “B’7, “C7, “D” and “E’ to this Agreement
are hereby made parts hereof, and they shall be considered as hav-
ing equal force and effect with the provisions of this Agreement,

ARTICLE HI
GRANT OF RIGHTS AND TERM

The Government hereby grants EGPC, and LL & E as
Contractor, subject to the terms, covenants and conditions set
out in this Agreement, which insofar as they are contrary to or
Inconsistent with any provistons of Law No. 66 of 1953, as amen-

ded, shall have the force of law, an exclusive concession in and to
the Area.

(a) 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 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

royaities by EGPC shall not be deemed to result in income
attributable to the Contractor.
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(b) An initial exploration period of three (3) Years shall start
from the Effective Date. Two (2) successive extensions to
the initial exploration period of one and one-half (115) Years
for the first extension and one and one-half (1}%) Years for
the second extension each shall be granted to Contractor at
its option upon thirty (30) days written notice to EGPC
prior to the expiry of the then current period, and subject only
to its having fulfilled its obligations hereunder for the preceding
period.” The Agreement <hall he terminated if no Commercial
Discovery is established by the end of the sixth (6th) Year of
the exploration period; however, such period may by noftice
to EGPC be extended at Contractor’s option for up to six (6)
months to enzbie the compietion of drithing and testing of any
well actually drilling or testing at the end of the sixth (6th) Year
of the exploration period. Tjhe election by EGPC to undertake
a sole risk venture under paragraph (c) immediately hereafter
shall not extend the exploration period nor affect the termina-
tion of this Asreement as to Contractor.

(c) «“Commercial Discovery " After discovery of a Commercial
Well, Contractor will undertake as part of its exploration
program the appraisal of the discovery by the drilling of one
or more additional wells to determine whether such discovery
is worthy of being developed commercially, taking into consid-
eration the recoverabie 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 reservoir or a
oroup of reservoirs which after appraisal is worthy of being
developed commercially.



AN d sl G () Y A — e 1 B !

Ty

51 dm 1y gkl GlzSL &gl Jlhal Jatedl o d g

VT bots o bl 4l et SLASYI O 3 8 Jsldll 055G

ol Comdl S LS =0l o S R R
S GLS) gl e ) e (10) A et A s ¢ 43N
OF & Ll Gall Jolidl 0405 ¢ Gl e, Ul ) 4!
GV Al gyl GLESYL el sV s 2 e
S e 5 samll LY ST ST S gl gl e ST e

Ly oy — O 130 &ldy ¢ @bl A G W Gl 3 LJ@“

L@\MblMQIU .(.». 'zduvqw “L.«-LC*‘QT

w8 Ole aiaig S by m SIS Jatills 4Ll —
sl > 9>~ 9 U’L" lJ}..-.» ul.a_»‘kl u"" ;—M}lb do o] k_..J‘Ju_..”

GV LUl e gl c_.,L,w.S'ﬁfl Fob 05 o gl
. ‘_g;l:;;: c_,L..uS‘ 3 g5 8 u.lc Las J__,lal‘_g 4...:,3“ tL.., U_Ey

g byl BLST Jslidl o e ifij LS s < 51

Ao — gl e G ¢ () B A ods B o2l 5,51 LGN
L5 Jalald CAJ_L,J s oded Sadadt Sull slgsl e Saals
(\A) bt bl Lol dm ol ¢ gloai GLESYL st o lae!
G el L iy ¢l O1 @l 10 J JLST cpo 1 a3
R T R L I [ e L R I LS
(e )orie A lds ol GV i) gine s LGy s e S
SV ean ST Coms o b5 i Jalalt el e Loy
PSRN SR Py vrt | BN B IC) U AP0 gl | I PR IR U B VRO
2B e S g I BV EMgFs ¢ i 8 I LY
oo by (7o) BN DM e o Gl AU G Dyl

¥ »



Y\

AAY B el YR () Y ol - el S A

Contractor shall give notice of a Commercial Discovery to
EGPC immediately after the discovery is considered by Con-
tractor to be worthy of commercial development but in no
event later than the completion of the second (2nd) exploration
appraisal well, or fifteen (15) months, following the date of
discovery of the Commercial Well, whichever is earlier; except

that Contractor shall also have the right to give such notice of

Commercial Discovery with respect to any reservoir or Teser-

voirs even if the well or wells thereon are not «Commercial’’

within’ the definition of Commercial Well if, in its opinion, a
reservoir, or group of reservoirs considered collectively, could

be worthy of commercial development.

Following receipt of such notice, EGPC and Contractor shall
meet and review all appropriate data with a view to mutually
agreeing upon the existence of ‘4 Commercial Discovery. The
date of Commercial Discovery shall be the date EGPC and
Contractor mutually agree that a Commercial Discovery exists.

If Crude Oil is discovered but is not deemed by Contractor o
be a Commercial Discovery under the above provisions of this
paragraph (c), EGPC shall, one (1) Year after the expiration
of the period specified above within which Contractor may give
notice of Commercial Discovery, or eighteen (18) months after
the completion of a well not considered a Commercial Well,
have the right, following sixty (60} days notice in writing to
Contractor, at its sole cost, risk and expense, to develop,
produce and dispose of all Crude Oil from the geological
feature on which the well has been drilled. Said notice
shall state the specific area covering said geological feature
to be developed, the wells to be drilled, the production
facilities to be installed and EGPC'’s estimated cost thereof.
Within thirty (30) days after receipt of said notice, Con-
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tractor may, in writing, elect to develop such 7reaas provided
for in th~ case of Commercial Discovery hereunder. In such
evant all terms of this Agreement shall continue to apply

to the specified area.

If Contractor elects not to develop such area, the specific area
covering said geological feature shall be set aside for sole risk
operations by EGPC. EGPC shall be entitled to perform or
in the event the Operating Company (referred to in Ar ticle V1
below) has come into existence, EGPC shall be entitled to have
Operating Company perform such operations for it at EGPC’s
sole.cost, risk and expense. When EGPC has reca \e*‘:d flom

the Crude Oil oroduced from such specific area « qu: - of
Crude c¢ryor ual in valae 1o three hundred reroon {Ef‘i’}";l-;_-j' of
the cosis it has incurred in farrying out suci fow Tin. Sowias
L1018, C“ﬂtr‘c..m shail in':a the 'op'i;é'? oriv i ipy et

thiere has been a senarate ©
further development 2ad D ocl'r. iction oi" *?.E‘:.at CeeCl C nTee <pon
paying EGPC one hundre ed percent (100 . ol sucn CISiS
incuried by EGPC to a bank designated by _HC PC.

Immediately following such payment, tae Speciiic arca shail
sither {i) reveri to the status of a development ‘2ase under
this Agreement and thereafter shall be opera ted in acC-
cordance with the terms hereof ; or (i) aiternatively, in the
event that at such time EGPC or its Affiliated Company 1s
conducting a!l development operations in thc area at 1ts sole
expense and EGPC elects, by notice to Contractor given within
ten (10) days after the payment of such one hundred percent
(100%,) by Contractor, to continue operating, the area shall
remain set aside and Contractor shall only be entitled to its
production sharing percentage of the Crude Oil as specified
Article VII (b) below. In the case of (i) above, such one
hundred percent (100%) payment shall be recovered by Con-
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tractor from Cost Recovery Crude Oil in the normal manner
for the recovery of expenses under Article VII (a). In the
case of (ii) above, such one-hundred percent (100%) payment
shall be paid by EGPC to Contractor in cash in U.S. dollars
cemittable abroad in five (5) equal annual installments, with

the first installment within thirty (30) days after the end of the
calendar quarter in which such one-hundred percent (100%)

payment was paid and the remaining installments to be paid
annually thereafter. The sole risk Crude Oi!l 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) above, this Agreement shall however
dontinue to apply to EGPC’s operation of any sole risk venture
hereunder although such Agreement shall have been termina-
ted with respect to Contractor pursuant to the provistons of

said paragraph (b) above.

d) The development period shall be twenty (20) Years from
the date of the first Commercial Discovery which relates
to such development lease. This period may be renewed
for an additional period of ten (10) Years at the option of
Contractor upon six (g) months prior written notice to
EGPC. Following a Commercial Discovery, the extent of

the whole area capable of production to be covered by a
development lease shall be mutually agreed upon by EGPC

and Contractor and be subject to the approval of the Minister
of Petroleum; provided, that the area to be covered by the
development lease in question shall include those Blocks or
partsof Blocks, necessary to encompass such whole area
capable of production. Such area shall then immediately be
converted automatically into a development lease without the
issuance of any additional legal instrument or permission.
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Development operations thereafter shall be started promptly
by the Operating Company and be conducted in accordance
with good oil field practices and accepted petroleum engincer-
ing principles until the field is considered to be fully develo-
ped. In the event that no commercial production of Crudc Oil
in regular shipments is established in a Block or part Block
in which a Commercial Discovery of Crude Oil is made within
three (3) Years from the date of conversion into a develop-
ment lease, then unless otherwise agreed between EGPC and

Contractor, the Block or part Block m question shall be
immediately surrendered.

(e) Contractor shall bear and pay all the costs and expenses requi-
red in carrying out all the operations under this Agreement,
but such costs and expenses shall notinciudeinterest on invest-
ment and Contractor shall look only to the Petroleum to
which it is entitled under this Agrcement to recover such
costs and expenses. Such costs and expenses shall be reco-
verable as provided in Articlc VII. During the term of this
Agreement and 1ts renewal, the total production achieved
in the conduct of such operations shall be divided between
EGPC and Contractor in accordance with the provisions
of Article VII.

(/) (1) Contractor shall be subject to the laws in force from
time to time in thc A.R.E. and the political subdivisions

thereof which impose taxes on or measured by income or
profits, inciuding those laws imposing the commercial
and industrial profits tax, municipal tax, defense tax,
and national security tax on income and dividends
paid with respect to shareholders (hereinafter referred
to as “A.R.E. Income Taxes™), and, except as other-
wise provided in this Agreement, shall comply with the
requirements of such laws with respect to the filing of
returns, the assessment of tax, andthe keeping for
review by authorized persons of books and records.
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For these purposes, any A.R.E. Income Taxes for

which Contractor’s shareholders may be hable shall
be deemed to be a tax levied agamst Contractor.

EGPC’s share of the volume of Crude Oi1l determined
under Article VII includes a volume of Crude Oil equal
in value to all of Contractor’s A.R.E. JIncome Taxes.

(2) For purposes of applying paragraph (f) (1) of this Article,
the total taxable income of Contractor in respect of any
Tax Year shall be an amount calculated as follows :

(i) The total of the sums received by Contractor from
the sale or other disposition of all Crude Oil acquired
by Contractor pursuant to Article VII, paragraphs

| (a) and (b).

- - e -

LESS

(@) The costs ana expenses of Contracfor which
are allowed to be recovered in the Tax Year

under paragraph (a) of Article VII;

\b) The value, as determined in paragraph (c) 1 of
Article VII of the excess Cost Recovery Crude
Oil which may have been taken and separately
disposed of by Contractorin excess of what it
1s entitled to pursuant to Article VII, paragraph

(a) 2.
PLUS

(1i)) An amount equal to Contractor’s A.R.E. Income
Taxes.

(3) EGPC shall assume, pay and discharge on behalf of
Contractor, Contractor’s A.R.E. Income Taxes out
of the sums received by EGPC from the sale or other
disposition of its share of the Crude OQil.
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(4) EGPC shall furnish to Contractor the proper official
receipts evidencing the payment of Contractor’s A.R.E.
Income Taxes, within sixty (60) days following the receipt
by EGPCof Contractor’s tax declaration for the preceding

Tax year. Such receipts shall be issued by the proper
.ax authorities and shall state the amount and other par-

tculars customary for such receipts.

(¢) In caleculating its A.R.E. Income Taxes, EGPC shall be
entitled to deduct royalties paid by EGPC to the Govern-
ment and the A.R.E. Income Taxes of Contractor paid by

EGPC on Contractor’s behalf

ARTICLE 1V

WORK PROGRAM AND EXPENDITURES DURING
CXPLORATION PERIOD

(a) 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) month after
the Effective Date, Contractor shall start exploration drilling
in the Area, withacommitiment of drilling two(2) wells during
the initial exploration period. EGPC shall make available
for Contractor's use all seismic, well and other exploration
data in EGPC’s possession with respect to the Area, and
EGPC shall provide Contractor with available maps showing
definite survey control of the Avea. EGPC shall assist in
obtaining from previous operators of the Area all available
seismic data, well data and other records and make same
available to Contractor and shall assist in providing Con-
tractor with access to all available seismic tapes held by

previous operators of the Area.



AL A sl v g (b)Y o — e S A WY

A R et e

Ao OF Jsliedl e s Db s (#) SO6 05T Y a8 2 (0)
als i bgin IS 5 ualol (¥) o6 ) eda Zaell 5 s
Ll N o g g (7o) 808 L 1S sl b el (VY
Oldee @ wlal gl o 5N St 58T 28 Gl 5,0 O bt
. du_}l:.v: in o ._,:LJI
(cosenee) e dd o Ji Y b gin O Jall b e g
Eadl Sldee e A5G L4 saall DAY S Y e Vs
oot 0 (V) g A s Bl DA el 38 D
(V') cieais dim b yss AN ALV S 2t e s BT J Ul
an T o 3y ladae ¢ 4GV Cadl 5 28 e b Joldlh Sl 2!
450 a3t Serll VY I DY s e Ve (feenene ) ke
U LSOV 5 2t e i OF Jolll e ppans o ol 2
Lot 5 25 ey baae Joladl ks I (VY/)) cdeai s 4o bs s
DO REN ERTRTRRY BT ViR PN IPN Y PR W WA WL
o Sl daS G WA sl S )
S0 o 3b oW oW el e ST O 8T L Wl
ST IR ERA LA R (r“) A AU @ﬁ'i Codl 3 1 I
J.,L =Y d:‘;}l .A::-:_H ba oo V..c.:r_: gt o 03k It Sl ¢ b
wa__,,,..hs,ru SPSVAN M O g5 s o s aslab Jalall

1.:.!1‘)‘5?3-3'

adly AdlaVE sds @ codl SUIH o Jolall b dle 8
i sl St (1) SOF WU U Condl 55 blé e 4l
e 46 gemes B D Lo Condt Dldee o 50T 05 5,0 5
SUN S SN e Y | m“;“ R eS| CJ.,-
W Al Gle e Joldt S 51 L Ul 8 T LS LA sl
Mo e o Wl kil @ G818 A el 5 8 L (v
Gp Gl balee Wla G0l W OF o) ke G 6l AL




FY Ay e ol T (2) YA a ST ds A

-l

T i

il — ——

(b) The initial exploration period shall be a period of three
(3) Years. Contractor may extend this exploration period
for two (2) additional periods of one and one-half (I 1) Years
cach upon thirty (30} days prior written notice to EGPC
subject to Contractor’s expenditure of its minimum explora-
tion obligations for the then current period. In the initial
exploration period Contractor shall spend a minimum
of five (5) milhon U.S. Dollars on exploration operations
which shall include the drilling of two wells. In the first
additional one and one half (I}) Year exploration period
that Contractor elects beyond the initiai exploration pertod,
Contractor shall spend a mintmum of four (4) million U.S.
Dollars and in the second additional one and one half (11)
Year exploration period that Contractor elects to extend
beyond the initial exploration period Contractor shall spend.
a minimum of four (4) million U.S. Dollars.

Should Contractor spend more than the munimum amount
required to be expended during the initial three (3) Year
exploration period or during any period thereafter, the excess
may be subtracted from the minimum amount of money
required to be expended by Contractor during any succeeding
exploration period or periods, as the case may be.

In case Contractor surrenders its exploration obligations
in this Agreement as set forth above before or at the end of
the third (3rd) Year of the initial exploration period, having
expended less than the total sum of five (5) nulhon U.S. Dol-
lars on exploration, or m the event at the end of the third
(3rd) Year of the initial exploration period Contractor has
expended less than said sum in the Area, an amount equal
to the difference between the said {ive (Symillion U.S. Dollars
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and the amount actvally spent on exploration activities shall
be paid by Contractor to EGPC at the time of surrendering
or within three (3) months from the end of the third (3rd)
Year of the initial exploration period, as the case may be,
Any expenditure deficiency by Contractor at the end of any
extension of the initial exploration period for the reasons
noted above shall similarly result in a payment by Contrac-
tor to EGPC of such deficiency. Provided this Agreement
15 still in force as to Contractor, Contractor shall be entitled
to recover any such payments as exploration expenditure
in the manner provided for under Article VII in the event
of commercial production. Without prejudice to Article
[1I (b), 1n case no Cammércial Discovery 1s established by

the end of the sixth (6th) Year, or in case Contractor sur- |
renders 1ts exploration obligations under this Agreement .
priot to such time, EGPC shall not bear any of aforesaid

expenses spent by Contractor.

At least four (4) months prior to the beginning of each Year
or at such other times as may mutually be agreed to by
EGPC and Contractor, Contractor shall prepare an
Exploration Work Program and Budget for the Area setting
forth the Exploration operations which Contractor proposes
to carry out during the ensuing Year. During the Explora-
tion period such Work Programs and Budgets shall be at
least sufficient to satisfy Contractor’s mintmum expenditure
obligation for the period it covers, taking into account any

credits for excess expendifures by Contractor inprior explor-
ation pertods.
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The Exploration Work Program and Budget shall be review-
ed by a joint committee to be established by EGPC and
Contractor after the Effective Date of this Agreement. This
committee, hereinafter referred to as the ““Exploration Advi-
sory Committee’’, shall consist of four (4) members, two (2)
of whom shall be appointed by EGPCand two (2) by Contrac-

tor.

The Chairman of the Exploration Advisory Committee shall
be designated by EGPC fromamong the membersappomted
by it. The Exploration Advisory Committee shall review
and give such advice as it deems appropriate with respect to
the proposed Work Program and Budget. Following review
by the Exploration Advisory Committee, Contractor shall
make such revisions as (Contractor decms appropriate and
submtit the Exploration Work Program and Budget to EGPC

for its anproval.

-

Following such approval, it is further agreed that :

(/) Contractor shall not substantially revise or modify said
Work Program and Budget nor reduce the approved
budgeted expenditure without the approval of EGPC.

(/1) In the event of emergencies mvolving danger of loss ot
life or property, Contractor may expend such additional
unbudgeted amounts as may be required to alleviate

such danger.

Such expenditure shall be considered in all respects
as exploration expenditures and shall be recovered pur-
suant to the provisions of Article VII hereof,

(¢/) Contractor shall advance all necessary funds for all mate-
rials, equipment, supplies, personnel, administration and
operations pursuant to the Exploration Work Program and
Budget, and EGPC shall not be responsible to bear or repay

any of the aforesaid costs.
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(¢) Contractor shall be responsible tor the preparation and
performance of the Exploration Work Program which shall
be implemented in a workmanlike manner and consistent
with good industry practices.

Except as is appropriate for the processing of data, labora-
tory specialized engineering and development studies thereon,
to be made in specialized centres outside the A.R.E. all geo-
logical and geophysical studies as well as any other studies
related to the performance of this Agreement, shall be made

in the A.R.E.

Contractor shall entrust the management of exploration oper-
ations 1n the A.R.E. to its technically competent general
manager and deputy general manager. The names of such
manager and deputy generalmanager shall, upon appointment,
be forthwith notified to the Government and to EGPC. The
general manger and, in his absence, the deputy general
manager, shall be entrusted by Contractor with sufficient
powers to carry out immediately all lawful written directions
givento them by the Government or iis representative under
the terms of this Agreement, all lawful regulations issued or
hereafter to be issued which are apphicable hereunder and
not in conflict with this Agreement shall apply to Contractor.

(f) Contractor shall supply EGPC within forty-five (45) days
from the end of each calendar quarter with a Statement

of Exploration Activity showing costs incurred by Contrac-
tor during such quarter. Contractor’s records and necessary
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.

Within the three (3) months from the date of receiving such
statement, EGPC shall advise Contractor in writing if it

considers :

(i) That the record of costs Is not correct, or
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(7i)  That the costs of goods or services supplied are not n
line with international market prices for goods or servi-
ces of similar quality supplied on similar terms prevailing
at the time such goods or services were supplied, provided,
however, that purchases made and services performed
within A.R.E. shall be subject to Article XXV, or

(7i/) That the condition of the materialsfurnished by Contrac-
tor does not tally with their prices, or

(iv) That the costs incurred are not reasonably required for
operations.

Contractor shall confer with EGPC in connection with the
problem thus presented, and said parties shall attempt to
reach a settlement which is mutually satisfactory. If within
the time limit of the three (33 months period provided for in
this paragraph, EGPC has not advised Contractor of its
objection to any statement, such statement shall be considered
as approved. If within said three (3) months period, EGPC
has advised Contractor of its objections to any statement,
then Contractor shall confer with EGPC in connection with
the problem thus presented and the parties shall attempt
to reach a final settlement thereto.

(g) Contractor shall supply all funds necessary for its operations
in A.R.E. under this Agreement in freely convertible currency
from abroad. Contractor shall have the right to buy Egyp-
tian currency whenever required and the conversion shall
be made at local banks in the A.R.E. according to the official
A.R.E. rate of exchange.
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ARTICLE V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

At the end of the third (3rd) Year after the Effective Date,
Contractor shall relinquish to the Government a total of twenty
percent (20%) of the original Area not then ' converted to a de-

velopment lease or [eases.

Four and one-half (415) Years after the Effective Date,
Contractor shall relinquish an ‘additional thirty percent (309%)
of the original Area not then converted to a development lease

or leases,

Without prejudice to Article III, paragraph (b) and Article
XXI, at the end of the six (6) Year exploration period, Contractor
shall relinquish the remainder of the original Area not then con-

verted to a development lease or leases.

VOLUNTARY

Contractor may voluntarily during any period relinquish
all or any part of the Area provided that at the time of such

voluntary relinquishment its financial obligations for exploration
expenditures under Article 1V, paragraph (b) have been satisfied

for such period.

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



VAN A%m ﬁd.u)h A ! (_3 (CJL) \V S | __..%M_)‘ EJ.]J?-_H | ¢ ¢

ol B Jlat bl A Ol sl oy do L Lge
. a}lﬂi L__g.J& uﬂ}*&i]

:Z.'D*L,__‘LE ﬂ-L_,.g! L)‘Léj (5_);?:! _91 LT)}-LLL‘ (SJL_.ﬂ_‘:'-“-N‘ _j‘i 6)&.:::\-‘ fo 6?
Jolilly il Gar 33 et Slels o PG PUSIR WISV ES)
e el G e
(:._,.-::L,Ji sl )

&t GLESY Sl

d Jslilly iyl o F cigbe Glast e skl e (V)
S 2y ol Lgle Gl Olball Ll 8 2 (oo )
LS &t oF (anl, o b L LI Sl s adg il ke
(o) G R,L Ul o5 4l 8 panis o ULl
e0n o gis pa gl JULs () 5al RV PRI o e EPRERLNE
0k 6 ey o OLLIL AT &) enT A Ge o 481V
s o e 6 AW sde ol 4N Slleadl AT ATt 5L
Uzt 5T YU lshans g =F1lls o6l o)l o1
Ll o1 9l e Ll o las
N U S oy ol
Sls SIS Al ﬁ_,gi.?b‘ Lo ot DU 3 aenl Al O o
o 4 Al ot adlle So sl A 2l
S W1 e W OL8 @ a4l Y4y @y ol —
el 445 Lol ol sl Sl maadly O ) 4
v les kel



S IETVA [ SN SR N IY (R RS WO

——r

Following Commercial Discovery, EGPC and Contractor
shall mutually agree upon any area to be relinquished thereafter,
except for the relinquishment provided for above at the end of

“the total exploration period.

Unless otherwise agreed by EGPC and Contracteor, any

mandatory or voluntary relinquishment required or made under

this Article V shall consist of contiguous Blccks.

ARTICLE VI

OPERATIONS AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discmeﬁ;,-*, EGPC and Contractor shall
form in the A.R.E. an operating company which shall be
called North Amer Petroleum Company, hereinafter refer-
red to as <Norapetco’™ or as Operating Company. The
faws and regulations in force in the A.R.E., to the extent
that such laws and regulations are not inconsistent with the
provisions of this Agreement or the charter of Operating
Company, shall apply to the operations of Operating Com-
pany; however, Operating Company shall, for the purposes
of this Agreement, be exempted from the following laws
and regulations as now or hereafter amended or substituted :

— Law No. 26 of 1934 concerning certain provisions on
joint stock companies, partnerships and limited liabihty
companies, as amended;

—  Law No. 141 of 1963 on the formation of board of direc-
tors at private companies, societies, and corporations,
and on the manner of workers representation thereon.
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— Law No. 60 of 1971 on Public Institutions and Public
Sector Units; ~ and

— Law No. 97 of 1976 organising dealings in the foreign
currencies:

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

— Presidential Decree No. 1868 of 1974 restricting some
contracts of works of the Government to Public Institu-
trons and Corporations and Public Sector Units:

— Law No. 113 of 1963 on salaries:

The Charter of Operating Company is hereto attached as
Ananex “D”’, Within thirty (30) days after the date of Com-
mercial Discovery, the Charter shall take effect and Operat-

g Company shall automatically comeinto existence, without
any further procedures.

Nmety (90) days after the date Operating Company comes
into existence in accordance with paragraph (b) above, it
shall prepare a development Work Program and Budget
for the remainder of the Year in which the Commercial
Discovery 1s made; and not later than the first (I1s¢) of Sep-
tember of said Year (or such other date as may be agreed
upon) and the first (1s¢) of September of each Year there-
atter, Operating Company shall prepare an annual Produc-
tion Schedule and Work Program and Budget for the succeed-
ing Year. The Production Schedule and Work .Program
and Budget shall be submitted to the ‘board of directors of
the Operating Company for approval and to be finally
approved by EGPC, which approval shall not be junreason-
ably withheld.
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‘Not later than the twentieth (20¢/1) day of each month, Oper-
ating Company shall furnish to Contractor a written esti-
mate of its total cash requirements for expenditure for the
first half and the second half of the succeeding month, ex-
pressed in U.S. Dollars having regard to the approved Budget.

Such estimate 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 bank designated in paragraph
() below, on the first (1sf) day and fifteenth (15¢/1) day re-

spectively; or the next following business day, 1f such day 1s

not a business day.

Operating Company 1s authorized to keep at its own dis-
posal abroad in 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 of goods and services
acquired abroad and for transferring to a local bank in the
A.R.E. the required amounts to meet expenditures in Egyp-
tian Pounds, for Operating Company in connection with
1ts activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
Operating Company shall submitto the appropriate exchange
control authorities in the A.R.E. a statement, duly certified
by a recognized firm of auditors, showing the funds credited
to that account, the disbursements made out of that account
and the balance outstanding at the end of the Year.
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(f) 1f and for as long during the period of production operations
there exists excess capacity in facilities which cannot, during
the period of such excess, be used by the Operating Company,
the Contractor will consult with EGPC to find a mutually
agreed formula whereby EGPC may use the excess capacity
if it so desires without any unreasonable financial or opera-
tional disadvantage to the Contractor.

ARTICLE VI

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(a) (1) Cost Recovery Crude. Oil

Subject to the auditing provisions under this Agree-
ment, Contractor shall recover all costs and expenses
in respect of all the Exploration, Development and-
related operations under this Agreement to the extent
and out of thirty percent (30%) per annum of all Crude
Oil produced and saved from all development leases
within the Area hereunder and not used in Petroleum
operations. Such Crude QOil is herein referred to as
“Cost Recovery Crude Oil”’. For all Exploration,
Development and production hereunder, such costs
and expenses shall be recovered from the Cost Recov-
ery Crude Oil in the following manner :

(i) All Operating Expenses incurred after initial com-
mercial production, which for the purposes of
this Agreement shall mean the date on which the
first (Ist) regular shipment is made shall be recov-
erable either in the Tax Year in which such costs
and expenses are incurred and paid or the Tax
Ye?.r in which initial commercial production occurs.
whichever is the later date. |
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(#/) Exploration Expenditures including those accumu-
lated prior to the commencement of 1nitial commer-
cial production, which for the purposes of this
Agreement shall mean the date on which the first
(1st) regular shipment is made, shall be recoverable

at the rate of twenty percent (20°%)) per annum
starting either in the Tax Year in which such costs

and expenses are incurred and paid or the Tax Year
in - which initial commercial production occurs,
whichever 1s the later date.

(iti) Development Expenditures, including those accu-
mulated prior to the commencement of initial com-
mercial production, shall be recoverable at the

rate of twenty rercent (20%.) per annum starting
either in the Tax Year in which such expenditures
are ncurred and paid or the Tax Year in which

initial commercidl production commences, which-
ever 15 the later date.

(iv) To the extent that, in a Tax Year, costs, expenses

or expenditures recoverable pursuant to paragraphs
(1), (11) and (iii) above exceed the value of all Cost

Recovery Crude Oil for such Tax Year, the excess
shall be carried forward for recovery in the next
succeeding Tax Year or Tax Years urtil fully re-
covered; but in no case after the termination of this

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

(1) “Exploration Expenditures’’ shall mean all
costs and expenses for Exploration.

(2) “Development Expenditures’ shallmean all costs
and expenses for Development, with the excep- "
tion of ‘“*Operating Expenses.”™
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(3) “Operating Expenses” shall mean all costs,
expenses and expenditures made after initial
commercial production, which costs, expenses
and expenditures are not normally depreciable.
However, Operating Expenses shall include
workover repair and maintenance of assets, but
shall not include any of the following: side
tracking, redrilling or changing the status of a
well from an oil well to a water well and vice
versa, replacement of assets or part of an asset,
major overhauling that extends the life of the
asset, additions, improvements and renewals.

(vi) It 1s understood and agreed upon that the recovery
of costs and expenses as based upon the rates referred
to above shall be allocated to each quarter propor-
tionately (one fourth to each quarter). However,
any costs andexpenses notrecovered in one quarter
as thus allocated shall be carried forward for recovery
in the succeeding quarters.

(2) Contractor shall each Year take and separately dispose
of all Cost Recovery Crude Qil produced, except as
provided in sub-paragraph («) (3) below of this Article
V1I, plus its share of the balance of the Crude oil as stipu-
lated in paragraph (b) below of this Article VII. To the
extent that the value of the Cost Recovery Crude Oil
(as determined in sub-paragraph (c) below) exceeds the
actual recoverable costs and expenditures, including any
carry forward from paragraph (a) (1) (iv) above, to be
recovered in that Year, the value of such excess Cost
Recovery Crude Oil actually taken and se parately disposed
of by Contractor shall be paid by Contractor to EGPC
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in the manner set forth in Article iV if the Accounting
Procedure contained in Annex ““E’” and Contractor shall
be deeined to have purchased such excess Cost Recovery

Crude Qil.

(3) Ninety (90) days prior to the commencement of each
Year EGPC shall be entitled to elect by notice in writing
to Contractor to take delivery in kind, F.0O.B. export
ternunal or other agreed delivery pont, of up to seventy-
five percent (759%,) of any excess Cost Recovery Crude
Oil for that Year, and thercby reduce the amout to be
purchased by Contractor n the same percentage amount.

(b) Production Sharing

The remaining seventy percent (709,) of the Crude Qil shaly
be taken and disposed of separately by EGPC and Contractor
accovdirg to the following incremental scale:

—

Crude Oil produced and | EGPC Contractor
saved under this Agreement |  Share Share
used 1n Petroleum operations %% 0
Barrels per day ‘

That portion or increment 80°, 209,
up to 30, 000 Barrels per '

day (monthly average). |

That portion orincrement in 830/ | 179,
excess or 30, 000 Barrels per

day up to 100, 000 Barrels

per day (monthly average).

That portion or mcrement 889, [20/

overs 100, 000 Barrels per 1
day {monthly average)

e e
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(¢) (1) Itis the intent of the parties that the value of the Cost
Recovery Crude Oil shall reflect the prevailing market
price for Crude Oil. For the purposes of determining
the prevailing market value of the quantity of Cost Recov-
ery Crude Oil to which Contractor is entitled hereunder
during each calendar semester, the weighted average
price realized for comparable quantities on comparable
credit terms in freely convertible currency from F.O.
B. point of export sales to non-Affiliated Companies
during such semester at armslength by either EGPC or
Contractor under all crude oil sales contracts currently
1n effect, but excluding crude oil spot sales not consistent
with prevailing market price for such crude oil and also
excluding crude oil contracts involving barter. whichever
is higher, shall be used. It is understood that in the case
of C.1.F. sales, appropriate deductions shall he made
for transport and insurance charges to calculate the
F.O.B.point of export price; and always taking into.
account the appropriate adjustment for quality of crude
oil, freight advantage or disadvantage of port of loading
and other appropriate adjustments. Nevertheless, if Con-
tractor considers the value of the Cost Recovery Crude
Oil so determined not to reflect the market condi-
tions prevailing during the calendar semester, Contractor
and EGPC shall meet and mutually agree upon the price.

(2) It during any calendar semester there are no such sales
by EGPC or Contractor under crude oil sales contracts
currently in effect, EGPC and Contractor shall meet
and mutually agree upon the price of Crude Oil to be
used 1n determining the value mentioned in sub-
paragraph (¢) (1) above.
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Pending such mutual agreement the price used shall
be the last prics dsterminsd pursuant to sub-paragraph
(c) (1), or undei this sub-paragraph (¢) (2), whichever is
later, and appropriate adiustment will be mide 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
regular production) and furnish in writing to Contractor
and EGPC a forecast setting out the total quantity of petroleum
that Operating Company estimaies can be produced, saved
and transported hereunder during such calendar semester
In accordance with good oil industry practices, Operating
Company shall endeavour to prodice each calendar semester

the forecast quantity. The Crade Oil shali be run to storage -
tanks constructed, maintained and operated acrording to
Government regulations by Operating Company in which -
said Crude Oil shall be metered or otheryise measvred for
royalty, and the other purposes required by this Agreement.

(e) Contractor shall have the right and the obligation to separ-
ately take and dispose of currently all of the Crude Oil to
which it is entitled as is determined in accordance with
paragraphs(a) and (b) of this Article VII. Subject to payment
of sums due EGPC under Article VII, paragraph (a) (2) and
Article IX, Contractor shall have the right 1o retain abroad
all tunds acquired by it abroad includiny ths proceeds from
the sale of its share of Crude Oil exported.

(/) At a reasonable time prior to the commencement of comm

cial production, EGPC and Contractor shall meet and agree

upon a procedure for scheduling tanker liftings from the
agreed point of export,

Cr-
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ARTICLE VIII
TITLE TO ASSETS

(a) EGPC shall become the owner of all assets acquired and
owned by Contractor in connection withthe operations car-
ried out by Contractor or Operating Company 1n accordance
with the following:

(1) Land shall become the property of EGPC as soon as
1t 18 purchased.

(2) Title to fixed and movable assets shall be transferred
automatically from Contractor to EGPC as they become
subject to recovery in accordance with the provisions
of Article VII; however, the full title to fixed and movable
assets shall be transferred automatically from Contractor
to EGPC at the end of the Year when its total cost kas
been recovered by Contractor in accordance with the
provisions of Article VII, or at the time of termination
of the Agreement, whichever first occurs. |

The book value of the assets created during each calendar
quarter shall be communicated by Contractor to EGPC o7
by Operating Company to EGPC and Contracior within
thirty (30) days of the end of each quarter.

(b) During the term of this Agreement and the renewal period,
Contractor and operating Company are entitled to the full use
of all fixed and movable assets in connection with operations

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

by EGPC and Contractor, and proper accounting adjustments
shall be made. Contractor and EGPC shall not dispose of
the same except with agreement of the other.

(¢) Contractor may freely importinto the A.R.E., use therein
and freely export at the end of such use, machinery and equip-
ment which 1t either rents or leases in accordance with good

industry practice.
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ARTICLE IX
BONUSES

(@) Contractor shall pay to FGPC as a Signature Bonus the
sum of one million (1,000,000) U.S. dollars on the Effective

Date, and an additional sum of five hundred thousand
(500,000) U.S. dollars one (1) Year from the Effective Date.

(6) Contractor shall pay to EGPC the sum of five hundred
thousand (500,000) U.S. dollars at the time of notification
to EGPC that Contractor elects to extend this Agreement
for the first one and onfe-hﬁlf (115) Year extension of the
initial exploration period.

(¢) Contractor shall pay to EGPC the sum of two million (2,
000,000) U.S. dollars as a Production Bonus when the total
average daily production first reaches the rate of fifty thou-
sand (50,000) Barrels per day for a period of thirty (30)
consecutive producing days. Payment will be made within
fifteen (15) days thereafter.

(d) Contractor shall also pay to EGPC the additional sum of
four millhon (4,000,000) U.S dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred thousand (100,000) Barrels per day for a per-
10d of thirty (30) consecutive producing days. Payment will
be made within fifteen (15) days thereafter.
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(e) Contractor shall also pay to EGPC the additional sum of
six million (6,000,000) U.S. dollars as a Production Bonus
when the total average daily production first reaches the rate
of one hundred fifty thousand (150,000) Barrels ger day for a
period of thirty (30) consecutive producing days. Payment
will be made within fifteen (15) days thereafter.

(f) Both the aforesaid Signature and Production Bonuses shall
neither be recovered nor amortized by Contractor.

(g ) In the event that EGPC elects to develop any part of the
Area pursuant to the sole risk provisions of Article ITI (¢),
production from such sole risk area shall be considered for the
purposes of this Article IX only if Contractor exercises its

option to share in such production. and oniv from the initial
date of sharing.

ARTICLE X
OFFICE AND SERVICE OF NOTICE

Contractor shall maimntain an ofhce n A.R,E.at which
notices shall be validly served.

The general manger and deputy general manager shall be
entrusted by contractor with sufficient power to carry out immedi-
ately all local written directions given to him by the Government
or its representative under the terms of this Agreement or any
lawful regulation i1ssued or hereatfter to be issued wiich ire applic-
able hereunder and not in conllict with this Agreement.

All matters and notices shzll be deemed to be validly seived
which are left at the office of the general manager or which are
sent to him by registered mail to Contractor’s office m A.R.E
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All matters and notices shall be deemed to be validly served
which are left at the office of the Chairman of EGPC or which
are sent to him by registered mail or telex at  EGPC’s main offce

in Cairo
ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF LOSS

‘w) Operating Company shall take all proper measures, zccording
to gencralily accepted methods in us2 in the oil industry to
prevent loss cr waste of Petroleum above or under the ground
in any form during drilling, producing, gathering and dis‘rib-
utig or storage operations. The Government has the right
to prévent any operation on any well that it might reasonably
expect would result in loss or damage to the well or the Ol

field.

D) Upon completion of the drilling of a productive well, Opera-

ting Company shall inform the Government or Its represen-
lative. of the time when the well will be tested and the produc-
fion__rate ascertamed.

‘¢) Except in instances wherc multiple producing formations
in the same well can only be produced economically through
a single tubing siring, Petroleum shall not be produced from
multiple Oil carrying zones tl rough one string of tubing at
the same time, except with the prior approval of the Govern-
ment or ItS representative.

(d) Operating Company shall record data regarding the quan-
tities of Petroleum and water produced monthily from each
development lease. Such data shall be sent to the Government
or its representative on the special forms provided for that
purpose within thirty (30) days after it is obtained. Daily
or weekly statistics regarding the production from the Area
shall be available at all rcasonable times for examination by
authporized representatives of the Government.
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(¢) Daily drilling records and the graphic logs of wells must

show the quantity and type of cement and the amount of any
other materials used in the well for the purposes of protecting

Petroleum, gas-bearing or fresh water strata.

Any substantial Change of mechanical conditions of the wel]

after its completion should be subject to the approval of
the representative of the Government.

ARTICLE XII
CUSTOMS EXEMPTIONS

(@) EGPC, Contractor, Operating Company and their conirac-
tors and sub-contractors engaged in carrymg on. operations
under this Agreement shall be permitted to import and shall
be exempted from customs duties, withrespect to the impor-
tation of machinery, equipment, vehicles, materials, supplies,
consumable items, foodstuffs and movable property, when
certified by a responsible representative of EGPC, to be used
solely in carrying on operations under this Agreement.

’

(b) Each expatriate employee of Contractor, and Operating
Company and their contractors and sub-contractors shall
be permitted to import and shall be exempt from aJi customs
duties with respect to the reasonable importation of house.
hold goods, consumable items, foodstuffs and personal effect«
including one automobile provided, however, that such pro-
perties are imported for the sole use of the employee and
his family and provided, further, that no such property

A.R.E. except in accordance with Government regulations.
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{¢) The exémption provided mn paragraph (a) of this Article
XII shall not apply to any imported items, when EGPC con-
siders and shows that items of the same, or substantially the

same kind and quality are manufactured locally and are
available for purchase and timely dehveiy in the A.R.E. at a
price not higher than ten percent (10Y,) more than the cost
of the imported item before customs duties, but after trans-
portation and insurance costs have been added.

7d) Without prejudice to the provisions of Articic VIII hereof
any of the items imported into the A.R.E. either exempt or
non-exempt from customs duties, taxes or 1nposts under this
Article XII may be exported by the importing party at any

time without the paymentof any export duty or tmpost.

fe ) Used but serviceable material, equipmient and gcods resulting
from operations hereunder may be sold within the A.R.E.
provided that the purchasers pay the applicable customs du-

ties, taxes or imposts, if any, except if sold to EGPC or an
Affillated Company of EGPC.

(f) Material, 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 Contrac-
tor’s appraisal being subject to EGPCapproval and any such
Operating Company appraisal being subject to EGPC and
Contractor approval) may be sold as scrap or junked withoui
payment ot customs duties, taxes or imposts.
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(£ ) In the event of such sale under paragraphs (¢) and (f)above,
the proceeds from such sales shall be divided so that Contrac-

tor shali be entitled to reimbursement of 1ts unrecovered

Costs, 1f any, in such material or equipment and the EXCESS,
i any, shall be paid to EGPC.

() <Customs duties’. as used heremn, shall include all duties,
taxes or imposts (except those charges paid to the Government
for actual services renaeiced), which are payable as a result of
the importation of the item or items under consideration.

(7) There shall be no licence required, and Contractor, EGPC
and their respective buyers shall be exempted from any duty,
tax, fee or any other fimancial impost inrespect of the export
Petroleum hereunder.,

ARTICLE XIII

BOOKS OF ACCOUNTS - ACCOUNTING AND PAYMENTS

(a) EGPC, Contractor and Operating Company shall each main-
tarn at their business offices in the A.R.E. books of accounts,
In accordance with the Accounting Prccedurein Apnex “E*
and accepted accounting practices generally used in the Petrol-
eum 1ndustry, and such other books and records as may be
necessary to show the work performed under this Agree-
ment, including the amount and value of all Petroleum Pro-
duced and saved hereunder. Contractor and Operating
Company shall keep their books of accounts and accounting
records m United States dollars. Operating Company
shall furnish to the Government or its representative monthly
returns showing the amount of petroleum produced and saved
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hereunder. Such returns shall be prep;ared mn the .form
required by the Government, or its reprcsentative, and shall
be signed by the gencral manager or by the deputy general
manager or a duly designated deputy, and delivered to the
Government or 1ts representative within thirty (30) days after

the end of the month covered in the return.

(b) The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times
for inspection by duly authorized represertatives of the

Government.

(¢) Contractor shall submtt to EGPC a profit and loss statement
tor the Calendr Year not later than March 15 of the follow-
ing Year 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 bal-
ance sheet covering 1ts operations under this Agreement for
the same Calendar Year to EGPC. The balance sheet and
financial statements shall be certified by an Egyptian certified
accounting firm acceptable to EGPC.

ARTICLE XIV
RECORDS, REPORTS AND INSPECTION

(a) Contractor and/or Operating Company shall prepare and at
all times while this Agreement 1s in force, maintain accurate
and current records of its operations in the Area. Contractor

and/or Operating Company shall furnish the Government
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or its representative, n conformity with applicable regula-
uons or as the Government or its representative may reason-
ably require, information and data concerning its operations
under this Agreement.

(b) Contractor and/or Operating Comnany shall save and keap’
wf‘or a reasonable pariod of tims a representative portion of
eachh samyle of cores and cuttings taken from drilling walls,
to b2 disposed of or forwird:d to ths Goyvaramsit or ifs
represeatative in the mnner d racied in woiting by the Gw*m-
ment. All samples acjuirad by Coairicior and’or Op2 itm“-'r
Company for its own purpose shall b> coasidsred available
for inspection at any reasonable tim: by the Goveram:at or

NS ey e
Its representative.

Any such samples wiich Contractor or Opzrating Com-

pany has kept for a period of twelve (12) months without
receipt of instructions to forward them to the Government or
its representative or elsewhere may be disposed of by Con-
tractor or Operating Company at its discretion.

(c) Unless otherwise agreed to by EGPC, i case of exporting
any rock samples outside A.R.E., samples equivalent 1n size
and quality shall before such exportation be delivered to
EGPC as representative of the Government.

(d) Originals of records can only be exported with the permission
of EGPC ; provided, however, that magnetic tapes and any
other data which must be processed or analysed outside the
A.R.E. may be exported if a monitor or a comparable record,
if available, 1s maintained in the A.R.E. and provided that such
exports shall be repatriated to A.R.E. on the understanding
that they belong to EGPC.



AAY Ee ol Y (b)) YY) — el B 1 A

i ¢ ol Sl ey ST G JpLll g 1 5l O ()
aosdll 5 boe Ghl o 5 B N J 2l gl Jsl Al
b s pe bl DB v 3 el Ledbpe 5T Lellen e
Sl dly Js ol @8l8 jamds bl Olladl Aol 3 (3!
U B W0 B VOV I P Wi L@_E:L’bu AV SBLY
sh—s o bbb dleadl @ 55 L LAl 5 sdadl G el
LM.JJI qu J olak| 'Z:'l“'”ﬂ‘-’.} o Uolall Oldes dduzl er (J‘é} > jaal
2 Gl S et c ]y dels ) OB ann e b
O VIS (lelly LY Ohons K3 pnlly Ll
GV 33000 085 Ay 55 Lo dddetll Ol aeddly Sle glall
523 G4 e o Oleslabls OEL oaa pe3 s Jsl_al!
o ool Ly Vo L dm bl O 2l W gt Lpnds Vs ¢ s
18 el R LY 2o b Jleb Jslall 4@l g O e
A OT 4 Bdde by o e Jaaall Ao g de okl g
Jo Y ) b eadly do el UL e 5T G L (6
ool b 5y glalt llt (o gans @lSs ¢ (bl e b e
SRR

( 5 e daladl sol )

2 o — e el p—

ool dele 8 DL GGl sy Sl Je

o ey ¢ il g 2 i I Cadl Sl G a5 (6

RN e wu«qu,c,.\guJ| SN GBI e g 5T da 4l
e Sl B s



¢

A\ VAL Ao sl Y 3 (@b‘) VY ol e 8 2!
——
(e) During the period Contractor is conducting the Exploration
operations, Contractor shall permit EGPC through EGP(C’s
duly authorized representatives or employees to have full
and complete access to the Area at all reasonable times with
the right to observe the operations being conducted and to

inspect all assets, records and data kept by Contractor.
EGPC’S representative in exercising its rights under the
preceding sentence of this sub-paragraph (e) shall not inter-
fere with Conltractor’s operations. Contractor shall providec
EGPC with copies of any and all data (including, but not
limited to, geological and geophysical reports, logs and well
surveys), information and interpretations of such data and
other information in Contractor’s possession. All such data
and information shall be kept strictly confidential and shall
not be divulged by EGPE, except to Affiliated Companies or
by the Government, without the prior written consent of
Contractor while this Agreement 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 ore Year) ‘with respect to

the Area adjacent to the area of such new offer.

ARTICLE XV

RESPONSIBILITY FOR DAMAGES

Contractor shall entirely and solely be responsible towards
third parties for any damage caused by Contractor’s operations and
shall indemnify the Government and/or EGPC against all damages
for which they may be held liable on account of any such opera-
1101ns.
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ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the Government shall
have access to the Area and to the operations conducted thereon.
Such representati es may examine the books. re~isters and records
of EGPC, Contractor and Operating Company and make a reason-
able number of surveys, drawings and tests for the purpose of
enforcing this Agreement. They shall, for such purposes. be
entitled to make reasonable use of the machinery and instruments
of Contractor or Operating Company on the condition that no
danger or impediment to the operations hereunder shall arise

directly or indirectly from such use. The Government shall
indemnify and shall reimburse Contractor or Operating Com-
pany for any loss or damage which may in fact result from any such
use of said machinery and instruments.

Such representatives shall- be given reasonable assistance by
the agents and employees of Contractor or Operating Company
so that nore of their activities shall endanger or hinder the safety
or efficiency of the operations. Contractor or Operating Com-
pany shall offer such representatives all privileges and facilities
accorded to 1ts own employees 11 the field and shall provide them,
free of charge, the use of reasonable office space and of adequately
furmished housing while they are in the field for the purpose of
facilitating the objectives of this Article.

Any and all information obtained by the Government or its
representatives under this Article XVI with respect to the Area
shall be kent confidential.

ARTICLE XVII

EMPLOYMENT RIGHT AND TRAINING OF ARAB
REPUBLIC OF EGYPT PERSONNEL

(a) It 1s the desire of EGPC and Contractor that operations

hereunder be conducted in a business-like and efficient manner -
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(1) The expatriate administrative, professional and techncal
personnel employed by Contractor or Operating Com-
pany and the personnel of its contractors ter the conduct
of the operations hereunder, shall be grantcd a residence
as provided for in Law No. 89 of 1960 as amended and
Ministeria) Order No. 9 of 1963 as amended, and Con-
tractor agrees that all immigration, passport, visa and
employment regulations of the A.R.E. shall be applc-

able to all alien employees of Contractor working mn the
A.R.E.

(2) A minimum of twenty-five percent (25 9,) of the com-
bined salaries and wagés of the expatriate administrative,
professional and technical personnel employcd by Con-

tractor or Operating Company shall be paid in Egyptian
Currency. On final repatriation such personnel shall
have the right to remit abroad in U.S. dollars or other
currencies the unused portion of Egyptian Currency in
excess of twenty-five percent (259%) of such personnel’s

salary.,

(b ) Contractor and Operating Company shall each select its
employees, and determine the number thereof, to be used

for operations hereunder,

(c) Contractor shall, after consultation with EGPC, prepare and

carry out specialized training programs for all its A.R.E.
employees engaged in operations hereunder with respect to

applicable aspects of the petroleum mdustry.

Contractor and Operating Company will undertake to
replace gradually their non-executive expatriate staffs by -
gualified nationals as they are available.

T
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(d) During the period when Contractor is conducting Explora-
tion, Contractor shall give mutually agreed number of EGPC
¢mployees an opportunity to attend and participate in Con-

tractor and Contractor’s affiliate training programs relating
to <exploration and development operations

ARTICLE XVIII

LAWS AND REGULATIONS

(@) Coairacior and Opzrating Comdaay shall be sabject to Law
N>. 65 of 1953 excluding Article 37 thareof as amandad by
Law N>. 85 of 1955 and th= regulations issued for the imple-
mentation thereof, an dincluding the regulations for the safe
aand eficient performance of operations carried out for the ex-
ecution of this Agreementand for the conservation of the Pet-
roleum resources of the A.R.E. provided thatno regulation,

modification or interpretation thereof shall be contrary to or
inconsistent with the provisions of this Agreement.

TN T

.(b) EGPC and Contractor shall be exempted from all taxes, ex-
cept as provided in Article III, paragraph (f)for income taxes,
with respect to the extracting, producing, exporting or trans-

porting of Petroleum hereunder. Contractor shall also be
exempted from any tax on capital.

(c¢) 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 Agreement
and can only be altered or amended by the mutual written
agreement’ of the said contracting parties.

(d) The contractors and sub-contractors of Contractor and
Operating Company shall be subject to the provisions of
this Agreement which affect them. Insofar as all regulations
which are duly issued by the Government from time to time
are not in accord with the provisions of this Agreement, such

regulations shall not apply to the Contractor and sub-con-
tractors, and which are not inconsistent with this Agreement.
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ARTICLE XIX

RIGHT OF REQUISITION

-

fa) In case of national emergency due o war or unminent ex-
pectation of war or internal causes, the Government may
requisition all or a part of the production from the Area and !
require Operating Company to increase such production to
the utmost possible maximum. The Government may also
¢ requisition the Oil field itself and, it necessary. related

-—
L

tacilities.

(b} In any such case, such requisition shall not be eftected except
after inviting EGPC and Contractor or their representative,
by registered letter, with acknowledgement of receipt, to
express their views with respect to such requisition.

(c¢) The requisition of production shall be effected by Ministerial
Order. Any requisition of the Oi1l 1ield itself, or any rclated
facilitics, shall be effected by a Presidential Decree duly

notified to EGPC and Contractor.

(d) In the event 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 extracied
by the Government less the royalty share of such Petrol-
eum.

(3) Other obligations of Contractor and EGPC hereunder.
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However, any damage resulting from enemy attack 1s
not within the meaning of this sub-paragraph (d) . Pay-
ment hereunder shall be made to Contractor in U.S.

dollars remittable abroad. The price paid to Contractor

for Petroleum taken shall be calculated in accordance

with Article VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(a) Neither EGPC nor Contractor may assign 1o a person, firm
or corporation not party hereto, in whole or in part, any of
its rights, privileges, duties or obligations under this Agree-

ment without the written consent of the (Government.

(b) In the event that EGPC or Contractor wishes to assign, 1n
whole or in part, any of its rights, privileges, duties or obliga-
tions hereunder as aforesaid, the written consent thereto of
the Government if required under this Article shall not be
arbitrarily withheld. To enable consideration to be given
to any request for such consent. the following conditions

must be fulfilled

(1) The obligations of the assignor arising from this Agree-
ment must have been duly futhlled as of the date such
recuest 1S made.

(2) The proposed assignee or assignees maus! produce rea-
sonable evidence to the Government o: its or thew
financia! and technical competence.
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(3} The instrument of assignment must include provisions
stating precisely that the assignee is bound by all coven-
ants contained in this Agreement and any modifications
or additions in writing that up to such time may have
been made. A draft of such instrument of assignment
shall be submitted to the Government for review and

approval before being formaily executed.

X

/¢) Every executed and delivered instrument of assignment
assigning any of the rights, ﬁrivileges} duties or obligations
hereunder of EGPC or Contractor, shall be submitted to the
Qovernment, within thirty (20) davs after the Government
approves the assignment, for registration in ifs registers.

‘) Any assignment made nreuant_ o the provisions ot this
Article shall be free of any transfer or related taxes, charges
or fees.

ARTICLE XXI
BREACH OF AGREEMENT AND POWER TO CANCEL

‘a) The Governmsnt shall have the right to cancel this Agree-
ment by Order or Presidential Decree, with respect to  Con-
tractor, in the following instances

(i) H 1t kaowingly has submutted any false statements to
the Goveramznt which were a materal consideration
for the cxecutton of this Agreement ;

(2) I it assigns any interest hereuadszr contrary to the provi-

sions of Articie XX hereol :

(3) If it is adjudicated bankrupt by a court of compatent
jurisdiction ;
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(4) If it does not comply with any final decision reached as
the result of court proceedings conducted under Article

XX, paragraph (a) hereunder : 3

(5) If it intentionally extracts any mineral not authorized
by this Agreement or without the authority of the Govern-
ment except such extractions as may be unavoidable
as the result of operations conducted hereunder in ac-

cordance with accepted petroleum industry practice
and which shall be notified to the Government or its

representative as soon as possible : and T

. H
P
A

(6) If it commits any material breach of this Aoreoment 01"'
vl e provisions ot Law No. 66 of 1953, as amended
by i.aw No. 86 of 1956, which are not expressly contra-

dicted by the provisions of this Agreement.

such cancellation shall take place without prejudice to
any rights which may have accrued to the Government

against Contractor in accordance with the provisions of this
Agreemeiit ; and, in the event of such cancellation, Contrac-
tor shall have the right to remove from the Area all jts

personal property.

(0) If the Government deems that one of the aforesaid causes
(other than a force majeure cause referred to in Article XXII
hereof) exists to cancel this Agreement, the Government shall
mive Contractor ninety (90) days written nolice personally

sefved on Contractor’s general manager in the legally of-
il manner and receipt of which is acknowledged by him
or by his legal agents, to remedy and remove such cause, but
It for any reason such service is impossible due to nnnotified
change of address, publication in the Official Journal of the
Government of such notice shall be considered as validly
served upon Contractor.; If atjthe end of the said ninety
T (90) days:notice period such cause has not been remedied and
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removed, this Agreement may be cancelled forthwith by
Order or Presidential Decree as aforesaid ; provided, how-
ever, 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 as against the other party hereto.

ARTICLE XXII
FORCE MAJEURE

) The non-performance or delav n perfortnance by EGPC
and Contractor. or either of them of any obligation under
this Agreement shall be excused if and to the extent that '
such non-performance or delay 1s caused by force majeure.
The period of any such non-performance or delay, together
with such period as may be necessary for the restoration of
any damage done during such delay, shall be added to the
time given in this Agreement for the performance of such
obligation and for the performance of any obligation depend-
ant thereon and consequently to the term of this Agreement,
but only with respect to the Block or Blocks affected.

) ““Porce Majeure’’, within the meaning of this Article XXI]I,
shall be any order, regulation or direction of the Govern-
ment of the Arab Republic of Egypt (the United States of
America with respect 10 Contractor) whether promulgated
111 the form of a law or otherwise, or any act of God, insurrec-
tion, riot, war, strike, and other labour disturbances, fires,
loods or any other cause not due to the fault or negligence
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of EGPC and Contractor, or eith:r of tham, wazther or not
similar to the foregoing, providsd that any suca cause 1S
bayond the reasonable control of EGPC and Conracior,

or either of them.

(c) Without prejudice to the above and excent as miy be other-
wise provided for herein, the Goveramznt shall incur no
responsibility waatsoever to EGPC and Contractor, or
either of them, for any damaigss, restrictions or loss arising
in consequencs of such case of force majeure, excapt a force
majeure caused by the order, regalations or direction of the
Governmseit of the Arab Republic of Egypt.

/d) If the force majeure evant desurs dariag th2 initial explora-
tion period or any exieasion’thareof and continues in effect
for a period of two (2) Years, .Contractor shall hive the
option upon ninety (90) days prior written notice to EGPC
to terminate 1its obligations hereunder without further lia-
bility of any kind and, if still in force, the Guaranty contained
in Annex “C” hereto shall be automatically cancelled and
EGPC shall so notify the Bank to release the Guaranty.

ARTICLE XXIII

DISPUTES AND ARBITRATION

‘a ) Any dispute arising between the Government and parties
hereto with respect to the Intarpretation, application or exe-
cution of this Agreem:nt, shall be referred to the jurisdiction
of the appropriate A.R.E. Courts and shall be finally
settled by such Courts.
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(b) Any dispute arising between Contractor and EGPC in con-
nection with the present Agreement shall be finally settled
by arbitration. The arbitration shall be held at Stockholm.
Sweden and conducied in the English language in accordance
with tac Ruies of Conciliation and Arbitration of the Inter-

nitiona! Chaimbor of Commerce. I'n the event of no provi-

sions b.mg made in these Rules in certain cases, the
Arbitrators shail establish their own procedures.

(¢) 1aearbitration shail be initizied by cither party giving notice
t> the other pariy taat it elects to refor the dispute to arbitra-
tion and that such party (hercinafter referred to as the First
Party) his appomnited an Arbitrator who shall be identified
i said noticz. The other party (hereinafier referred to as
the Szcond Party), within fifteen (15) days, shall nonfy First
Party in writing, identifying the Arbitrator that it has selected.

(d) i the Second Party dass not apoint its Arbitrator 25 afore-
said, the First Party shall have the right to appiy to the Court
of A:b:trdtmn of the International Chamber of Commerce
to appoint a Szcond Arbitrator.  The two Arbitrators shall.
within thirty (30) days, select a third Arbitrator failing which
the third Arbitrator shali be appointed by the Court of
Arbitration of the International Chamber of Commerce
at the request of cither party.

(e, The third Arbitrator must be a citizen of a country other
than the A.R.E. or United States and of 2 country which
has diplomatic relations with both the A.R.E. and the United
States and shall have no economic interest in oil business

of the A.R.E. or th> United States or the signatorics hereto.
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(f) The parties shall extend to the Board of Arbitrators alt
facilities (including access to the Petroleum operations) for
obtaining any information requested for the proper determinai-
tion of the dispute. The absence or default ef any party.
to the arbitration shall not te permitted to prevent or hinder
the arbitration procedure in any or all of its stages.

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

(1) Judgement in the award rendered may be entered in any

court having jurisdiction, or application may be made to
such court for a judicial acceptance of the award and an ordet

of enforcement, as the case may be.

(i) The parties desire that, wherever appropriate, decisions anc

awards shall specify a time for compliance therewith,

(7) The provisions of this Agreement relating to arbitration shal®
continue in force notwithstanding the termination of thi-.
Agreement.

(k) PRINCIPLES OF GOODWILL — The signatories bas:
their relations with respect to this Agreement on the pringi-
ples of goodwill and good faith. Taking into account theis
different nationalities, this Agreement shall for the purposc
ot such arbitration be given effect and be interpreted and
applied 1 conformity with principles of law common to the:
A.R.E. and the United States and in the absence of such
common principles then in conformity with the principles
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of law normally recognized by civilized nations in general,

including those which have been applied by International

Tribunals.

ARTICLE XXI1V

STATUS OF PARTIES

(¢«) The rights, duties, obligations and liabilities in respect of
EGPC and Contractor hereunder shall be several and not
joint or collective, it being understood that this Agreement

shall not be construed as constituting an association, corpora-

tion or partnership.

(h) Contractor shall be subject to the laws of Delaware, U.S.A.,
regarding its legal status or creation, organization, charter
and by-laws, shareholding and ownership. Contractor's
shares of capital which are entirely Feld abroad shall not te

negotiablc in the A.R.E. and shall not kc cficred for public
subscription nor shall they be subject to the stamp tax on

canital shares nor any tax or duty in the A.R.E. Contractor
shall be exempted from the applicaticn f Law No. 26 cf
1954 as amended and Law No. 9 of 1964,

(¢) All parties comprising Centracter shall te jomtly andsever-
ally liable for the perfermance of the obligations under
this Agrcement.
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

Contractor or Operating Company, as the case may be, and
their contractors shall :

(@) Give priority to local contractors as long as their prices and
performance are comparable with internationa] prices aand
pertormance. Contractor and Operating Company shall.
however, subject to the preceding sentence, be exempted

from the provisions of Presidential Decrce No. [86% of
1974, as amended.

(b) Give preference to locally manufactured materials, equip-
ment, machnery and consumables so Jong as their quality
ond time of delivery are comparable to internationally avail-
able materials, equipment, machinery and consumables.
However, such maierials, equipment, machinery and consum-
ables may be imported for operations conducted hereunder
if the local price of such items at Contractor’s or Operating
Company’s operating base in A.R.E. is more than ten percent
(10%) higher than the price of such imported items before

customs duties, but after transportation and insurance costs
have been added.

ARTICLE XXVI
ARABIC TEXT

The Arabic version of this agreement shall. before the Courts
ot A. R.E. be referred to in construmg or interpreting this Agree-
ment provided, however, that in any arbitration pursuant to Article
AXIT hereinabove between EGPC and Contractor the English

and Arabic versions shall both be referred to as having equal
force in construing or interpreting the Agreement.
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ARTICLE XXVII
GAS

If Gas is produced or capable of being produced from the
Area, EGPC and Contractor will study all possible economic
alternatives for its use and decide on the best alternative for

EGPC and Contractor jointly. The cost and expenses in the field
of producing non-associated gas shall be recovered in accordance

vith the Cost Recovery principles of Article VII.

Production Sharing principles of Article VII shall apply to
the value'of associated and non-assoctated gas if sold for export and
not used in operation, flared or reinjected. However, any Gas not
cxported outside A.R.E. in a liquid or solid state, or not used.In
operations (including reinjection) shall remain the property of the
State and shall be at the free disposal of EGPC at no cost. and may
be utilized by EGPC, and EGPC shallnot be liable for pavment to
Contractor of any costs or expenses respecting any past operations
of Contractor related to such Gas. Under no circumstances will
Contractor be responsible for or bear any costs or expenscs in-
curred for utilization of Gas used internally in the A.R.E.

ARTICLE XXVIII

GENERAL

The headings of titles to each of the Articles of this Agreement
are solely for the convenience of the parties hereto and shali not be
used with respect to the interpretation or construction of said

Articles.
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ARTICLE XXIX
APPROVAL OF THE A.R.E. GOVERNMENT

This Agreement shall not be binding upon any of the parties
hereto unless and until a law is issued by the competent authorities
of the A.R.E. authorizing the Minister of Petroleum to sign said
Agreement and giving this Agreement full force and eflect of faw
notwithstanding any countervailing Governmental enactment,
ind the Agrec mentis signed by the Government, EGPCand Con-
ractor,

ARAB REPUBLIC OF EGYPT

BY : .
FGYPTIAN GENERAL PETROLEUM
CORPORATION

BY : -

LIL&E SUEZ, INC.

BY - .

ANNEX «A”
A.R.E.. EGPC & LL&E SUEZ, INC.
CONCESSION AGREEMENI

IN NORTH AMER ONSHORE AREA
IN THE GULF OF SUEZ BASIN

The Area is approximately 700 Kms? and is comprised of all
or part of thirty-one (31) exploration blocks, each complete block

of which is three (3) minutes latitude by three (3) mimnutes longitude,
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The Area is bounded bya group of straight lines, unless other-

wise indicated when following shore lines.

Coordinates of the

corner points are given in the following table which forms an

integral part of this Annex “A’".

Annex “B” is a provisional illustrative map on the Scale of
1 500 000 including the Area covered and affected by this

Agreement.
1 j
] Latitude r
Point | North i
{ | 28° 54 007
5 | 280 42 007
¢
3 18° 427 007
4 1R8° 36" 007
5 280 34" 007
6 28° 30° 007
7 R 30’ 00
g | 28° 54’ 00

Longitude

East

———

[ntersection with the highI
tide westarn coast of the
Gulf of Suez

Intersection with the high
tide western coast of the

Gulf of Suez

32° 43’ 007

32°
32°
32°
32°

32°

43’ 007
43> 007
45’ 00
36 00"

36> 00

South east along the high
tide western coast of the
Gulf of Suez to point ©<2"°

‘ﬂ'l?

West to point 5

South to point “4”’
- West  to point ¢35’
| South to point “6”
 West to point “77
| North to point “87°

| East to pomt “1°* which
is the point of beginnmg

A ———
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ANNEX «C"

LETTER OF GUARANIY
Cuairo, 1980

LETTER OF GURANTY NO.
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen,

The undersigned, Banque du Caire, hereby guarantees
to the EGYPTIAN GENERAL PETROLEUM CORPORA-
TION (heremafter referred to as EGPC) to the Iimit of fiive
million (§5,000,600) U.S. Dollars the performance by LL & E
SUEZ, INC. (nereinafiler referred to as “CONTRACTOR) of
its obligation required for exploration operaiions 16 spend a
mmimum of five miliion ($5000,000) U.S. Doliars during the
initial three (3) years of the exploration pericd vnder Article IV of
that certain Concession Agreement(hereinafter referred to as the
“Agreement’) covering that Area descrived in Annexes <A’ and
“B" of said Agreement, by and betweenthe ARAB REPUBLIC
OF EGYPT (hercinafter referred to as *A.R.E.”’), EGPC and
CONTRACTOR, dated

It is understood that this Guaranty and the liability of the
Guarantor hereunder shall be reduced quarterly, during the period
of expenditure of said five million ($5,000,000) U.S. Decllars by
the amount of money expended by CONTRACTOR for such ex-
ploration operations during each such guarter. Each suchreduc-
tion shall be established by the joint written statement o EGPC

and CONTRACTOR.

In the cvent of a claim by EGPC ol non-performance or sur-
render of the Agreement on the part of CONTRACTOR prior
to the fuifitlinent of said minimum expenditure obligaton under
Article IV of this Agreement, there shall be no hability on the
undersigned Guarantor for payment to EGPC unless and until
such hability has been established by written statement of EGPC
setting forth the amount due under the Agreement.
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It 1s a further condition of this Letter of Guaranty that

(1) This Letter of Guaranty will bacome available only provid-
ed that the Guarantor will have been informed in writing
by CONTRACTOR and EGPC that the Agreement be-
tween CONTRACTOR, A.R.E. and EGPC has become
eff=ctive on the Effective Date of said Agreement.

(2) This Letter of Guaranty shall in any event automatically
expire :

(a) three \3) years and six /6) months after the date it
becomes effective, or

(6) at such time as the total of the amounts shown on
quarterly joint statements of EGPC and CON-
TRACTOR equals or exceeds thec amount of said
mmiumum exgenditure obligation.

(3) Consequently, any claim in respect thereof should be made
to the Guarantor prior to either of said cxpiration date
at the latest accompanied by EGPC’s written statement,

setting forth the amount of under-expenditure by
CONTRACTOR to the ¢ffect that :

(@) CONTRACTOR has failed to perform its expendi-
ture obligations referred to in this Guaranty, and

(b)) CONTRACTOR has failed to pay the expenditure
- deficiency to EGPC.

‘We declare that on issuing this Guaranty we did not exceed
the Iimit of total Guaranties which we are entitled to issue as per
Ministry of Economy’s letter No. dated., 1980.

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

Yours faithfully,
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ANNEX «“D”
CHARTER OF

NORTH AMER PETROLEUM COMPANY

ARTICLE 1

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

The Company shall be subject to all laws and regulations
- force in the A.R.E., to the extent that such laws and regulations

are not inconsistent with the provisions of this Charter and the
Agreement referred to below. |

ARTICLE 11

The name of the Company is “NORTH AMER PETROLEUM
COMPANY? abbreviated as “NORAPETCO". |

ARTICLE 111

The Head office of NORAPETCO shall be n Cawro 1 the
AR.E.
ARTICLE 1V

The object of NORAPETCO isto act as the agency through

+ hich EGPC and CONTR@CTOR carry out and conduct the
Development Operations required in accordance with the provisions

of the Agreement signed on the
by and between the ARAB REPUBLIC OF EGYPT, the EGYP-

TIAN GENERAL PETROLEUM CORPORATION, and LL
and E SUEZ, INC. covering Petroleum Operations in the Area

pescribed therem.
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NORAPETCO shall also be the agency to carry out and
conduct Exploration Operations after the date of Commercial

Discovery pursuant to CONTRACTOR’s Work Program and
Budget approved 1 accordince with the Agreement.

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

ment and Annex “E’’ thereto.

NORAPETCO shall not engage in any business or undertake
any activity beyond the performance of said operations.

ARTICLE V

The authorized capital of NORAPETCO is twenty thousand
pounds Egyptian (L.E. 20,000) divided into {ive thousand (5,000)
shares of common stock with a value of four pounds Egyptian
(L.E. 4) per share having equal voting rights, fully paid up and
non-assessable.

BEGPC and CONTRACTOR shall each pay for, hold and own
througnhout the life of NORAPETCO referred to above one half(14)
of the capitai stock of NORAPETCO provided that only in the
event that gither party should transier or assign all its rights,
title or interest in the entirety of that Agreement may such transfer-
ring or assigiing party transfer or assign any of the capital stock
of NORAPETCO and, in that event, such (ransierringor assigning
party (and its successors and assigns) must transfer and assign
a stock interest in NORAPETCO equalto the transferred Or a8Sign-
ed- percentage of ownership nterest in the entirety of the Agree-

ment.
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ARTICLE VI

NORAPETC O shall not own any right, title, interest or estate
in or under the Agreement or in any development lease created
thereunder or in any of the Petroleum produced from any ex-
ploration block or development lease area thereunder or in any of
the assets, equipment or other property obtsined or used in con-
nection therewith, and shall not be cbhgated as a principal for the
financing or performance of any of the duties or obligations of
either EGPC or CONTRAC TOR under the Agreement. NORA-
PETCO shall not make any profit from any source whatever.

ARTICLE VII

NORAPETCO shall be no more than an agent for EGR(C
and CONTRACTOR. Whenever 1t 1s indicated herein that
NORAPETCO shall decide, take action or make a proposal and
the like, it i1s understood that such decision or judgment is the
result of the decision or judgment of CONTRACTOR, or EGPC

and CONTRACTOR, as may be required by the Agreement.

ART CLE VIl

NORAPETCO shall have a Board of Directors consisting
of eight (8) members. four (4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR. The Chairman
shall be designated by EGPC aund shall also be a Managing Direc-
tor. CONTRACTOR shall designate the General Manager
who shall also be a Managing Director.

ARTICLE X

Meetings of the Board of Directors shall be valid if & majority
of the Directors are present and any deciston taken at such mectings
must have the alfir mative vote of five (5) or more_of tho Directors:
provided, howcver, that any Director may be representad and vote
by proxv held by another Director.
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ARTICLE X

General Meetings of the sharcholders shall be valid if a major-
ity of the capital stock of NORAPETCO is represented thereat.
Any decisions taken at such meetings must have the affirmative
vote of shareholders ownirig or representing a ma jority of the capital
stock.

ARTICLE X1

The Board of Directors shall approve the regulatiors COVETIL g
the terms and conditions of employment of the perscrrel o
NORAPETCO employed directiv by Operating Company, and
not assigned thereto by CONTRACTOR and EGPC. The BRoard
shall, in due course, draw up the By-laws of NORAPETCO and
such By-laws shall be effective upon being approved by a General

Meeting of the Shareholders, in accordance with the provisions of

Article X hereof

ARTICLE XII

NORAPETCO shall come into existence within thirty (30)
days -after the date of Commercial Discovery as provided for in
the Agreement.

The duration of NORAPETCO shall be for a period equal to
the duration of the said Agreement.

[t shall be wound up and liquidated if the Agreement refferred

to above 1s terminated for any reason as provided for therein.

LGYPTIAN GENERAL PETROLEUM
CORPORATION

BY :© — .
LI & F SUEZ . INC,

E N
...L-:' J - - = — -- - C— - CEee - - —
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ANNEX
ACCOUNTING PROCEDURE
ARTICLE
GENERAL PROVISIONS

| Dafimtions
The definitions contained in Artick: 1 of the Concession Agree-

nent shall apply to this Accounting Procedure and have the same

meaning,  Certain accornfing [erms herein uscd are defined as

Colinss
:.i'!!ﬂlr.\-t'l .

¢) -Agreement’” means the Concession Agreement of which
this Annex is a part. :
h) <Non-Operator’’ means the parties to the Agreement

~ther than CONTRACTOR when it is performing work.

> Statemeits oi Activity

) CONTRACTOR shall pursuant to Article IV of the
agreement, render to Non-Operator within forty-five
(45) days of the end of each calendar quarter a Statement
of Exploration Activity reflecting all charges and credits
ralated to the Exvloration operations for that quarter
summarized by appropriate classifications indicative of
the nature thereaot.

p) Operating Company shall rendor to EGPC and CON-
TR ACTOR within fifteen (15) days of the end of each calen-
dar quarter a Statements of Development and Explora-
tinn Activity reflecting all charges and credits related to
the Development aad  Exploruiion operations for that
quarter summarized by appropriate classifications indica-
tive of the nature thereof except that iterus of controllable
material and nnusual charees and credits shall be detailed.
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3. Adjustments and Audits

a) Each Statement of Exploration Activity shall conclustvely
be presumed to be true and correct after three (3) months
following the receipt of each statement by EGPC unless
within the said three (3) months EGPC takes written
exception thereto pursuant to Article IV (f) of the Agree-
ment. During said three (3) months period supporting
documents will be available for inspection by EGPC
during all working hours. CONTRACTOR will have
the same audit rights on Operating Company statements
as EGPC under this subparagraph.

b) All Statements of Activity for Development for any calen-
dar quarter shajl conelusively be presumedto be true and
correct three (3) months following the receipt of such
statements unless within the said three (3) months period
EGPC or CONTRACTOR takes written exception
thereto. Pending expiration of said three (3) months.
EGPC or CONTRACTOR or both of them shall have
the right to audit Operating Company accounts, records

and supporting documents for such quarter in the same
manner as provided in Article IV (f) of the Agreement.

4. Currency Exchange

CONTRACTOR’s books for Exploration and Operating
Company’s books for Development and Exploration, if any, shall
be kept in the A.R.E. in U.S. Dollars. All U.S. Dollar expen-
ditures shall be charged in the amount expended. All Egyptian
Pounds expenditures shall be translated to U.S. Dollars at the
official buying rate of exchange issued by the Central Bank of

(\)
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Egypt on the first day of the month in which expenditures are record-
ed, and all other non-U.S. Dollar expenditures shall be translat-
ed to U.S. Dollars at the buying rate of exchange for such currency
as quoted by National Westminister Bank Limited, London, at
10 : 30 a.m. G.M.T., on the first day of the month in which ex-
penditures are recorded. A record shall be kept of the exchange

rates used In traﬁslating Egyptian Pounds or other non-U.S.

Dollar expenditures to U.S. Dollars.

5. Precedence of Documents

In the event of any inconsistency or conflict between the
provisions of this Accounting Procedure and the provisions of the
Agreement treating the same subject difterently, then the provisions
of the Agreement shall prevai]f |

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,
this Accounting Procedure may be revised from time to time n the
light of future arrangements.

7. No Charge for Interest on Investment

Interest on investment shall not, at any time, be charged as
recoverable costs under the Agreement.

ARTICLE 1I
COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR
shall alone bear and, directly or through Operating Company,
pay the following costs and expenses, which costs and expenses
shall be classified and treated in accordance with Article VII of
the Agreement :
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}.  Sarface Rights

All direct costs attributable to the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force

for the Area.

2. Labor and Related Costs

e i

Salaries and wages of CONTRACTOR's or Opcrating

Company’s employees, as the case may be, directly en-

(L,

saged in the various activities under the Agreement includ-
ing salaries and wages paid to geolcgists and other em-
ployces who are temporarily assigned to and employed
in such activities, such salaries and wages to be certified

by a certified public accounting firm. Reasonable revi- 1
sions of such salarics and wages shall be effected to take
into account changes in CONTRACTOR’s policies
and amendments of laws applicable to salaries. Eor
the purpose of this paragraph 2, salaries and wagcs shall
mean the assessable amounts for A.R.E. income taxes,
including the salaries during the vacationsand sick leaves,
but excluding all the amounts of the other items covered

by the percentage fixed under paragraph 2.5 below..

b Forexpatriate employees permanently assigned to Egypt :

(1) all allowances applicable to salaries and wages, (2) cost
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of established plans and, (3) all travel and relocation
costs of such expatriate employees and their famulies to

and from the employee’s country or point of origin at the
time of employment, at the time of separation as a result
of transfer fromone location to another and for vacation.
(Transportation costs for employees and their families
transfering from A.R.E. to another location other than
their country or point of origin shall not be charged to
A.R.E. operations.)

Costs under this sub-paragraph 2.b shall be equal
to seventy percent (702/)), except for employees assigned
to fields and whose families have not been transferred
to A.R.E., in which case the percentage will be fifty
percent (309,) of basic salartes and wages paid {or such
expatriate personnel including those paid during vaca-
tions and sick leaves as established m CONTRACTOR’s
international policies, paragraph 9 and sub-paragraph

11.2 and 11.c of this Article II.

However, salaries and wages during vacations, sick

leaves and disability are covered by the {foregoing

percentage. The percentage outlined above reflects

CONTRACTOR’s actual costs as of the Effective Date
with regard to the following benefits, allowances and

COSts

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

or abroad.

2. Household implements transportation in A.R.E. or

e k

abroad (round trip).

3. Clothing equipment allowances.
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4. Expenses connected with departure and arrival of

71

10.

[1.

| 2

e

[3.

14.

15

16.

employees and their families.

. Accruals of seniority mdemnity.

. Charges for social security and insurance such” as :

— Retirement Plan

— National Health Insurance

— Unemployment Insurance

— Accident and Disability Insurarce

— Extraordinary Insurance

. Contractual travel expenses of employees and their

families.

v
!

- Excess luggage.

. Recreational allowances.

Medical assistance to emplovees and their families
in or outside A.R.E.

Housing and utilities allowances.

Education allowance (childrcn of expatriate employ-
ces) and educational assistance.

Settlement allowance in or outside A.R.E.

Contribution for resettlement expenses at repatria-
tion.

. Vacations, sick leaves and disability salaries or

expenses.

Any other costs, allowances and benefits of a like

nature as established in CONTRACTOR’s inter-
national policies.
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The percentage outlined above shall be reviewed
at intervals of three (3) years from the Effective
Date and at such time CONTRACTOR and EGPC

will agree on new percentages to be used under this
paragraph. Revisions of the percentages will take
into consideration variances in costs and changes
in CONTRACTOR’s international policies which
change or exclude any of the above allowances, and
benefits or costs or establish new allowances and

benefits. The revised percentages will reflect as

nearly as possible, CONTRACTOR’s actual costs
of all 1ts established _allowances and benefits and of

personnel transters.

/¢) For expatriate employees temporarily assigned to Egypt
all allowances, costs of established plans and all travel

relocation costs for su¢h expatriate as paid in accordance
with CONTRACTOR’s international policies. “

(d) Costs of expenditures or contributions made pursuant
to law or assessments imposed by governmental author-
ity which are applicable to labor cost of salaries and
wages as provided under subparagraphs 2.a and 2.b,
paragraph 9 and subparagraphs 11.a and 11.c of this
Article IL.

3. Benefits, Allowances and Related Costs of National Employees

Bonuses, overtime, customary allowances and benehits on
a1 basis similar to that prevailing for oil companies operating 1n
A.RE., all as chargeable under subparagraph 2.a, paragraph
9 and subparagraphs 11.a and 11.c of this Article II.  Sceverance
pav will be charged at a fixed rate applied to payrolls which wili

equal an amount equivalent to the maximum liability of severance
pavment as required under the A.R.E. Labour Law.
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4  Material

Material, equipment and supplies purchased or furnished
as such by CONTRACTOR or Operating Company.

(a) Purchases

Matenal, equipment and supplies purchased shall
be at price paild by CONTRACTOR or Operating,
Company after deduction of all discounts actually
recetved.

(6) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
directly whenever practicable, except that CONTRAC-
TOR mav furnish such material from CONTRACTOR’s
Affiliated Companies’ stocks outside the A.R.E. under
the following conditians :

(1) New Material (Condition “A™)

New material transferred from CONTRAC-
TOR’s Affiliated Companies’ warehouses or other
properties shall be priced at cost, provided that
the cost of material supplied 1s no higher than
international prices for material of similar quality
supplied on similar terms, prevailing at the time
such material was supplied.

(2) Used Material (Conditions “B”” and “C")

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

(b) Material which cannot be classified as Condi-
tion “B"" but which 1s serviceable for original
function but substantially not suitable for re-
conditioning, shall be classed as Condition
“C” and priced at fifty percent (509%,) of the
price of new material,



VAAY di ool Y1 3 (0b) Y o —a Sl B Al A

pl-')..._.____.ﬁj(‘)‘d\b-_;\.()ﬂbgﬁt@}\\ﬁ‘ﬁya\.}‘}“( )
e L Y ;:LJUG' Al ool e cAs vuf;_g L’JLUJ @le (-5)
odiadl e e ol el ot e Ll Y
o ge S
X Jjﬁl‘ 3 EDJ_,L\ D\jl‘ O o (..::-)
gt Ol S pasD 5 Syl lasy e ;5:“ slbt Jstald oo Y
M—ﬂ.“ -L.A;' '}[ ‘L....:u 21}4 > 9> ¢ ZH} éj ¢ .‘J‘_}“ Q'LJ C_MU _;\i &j_}h dads
N R JUVCA LR [ W 1 P U WE U (BN e Y]

o Q:Ab_}l\ C""ﬁ; s>l uLJlﬁ‘_g Ja.J\.__.

::i:.“ al 231 ;(ﬂ“‘j %_;)U! Q\.\f‘)_}ﬂl_g J‘_}“_g u'-L_A“ Jﬂ.l (T)
* Q_JL—L:-’JL! oo LT QS‘J.:;“ _3;{

dolall Jle™ Sy bl bkl G Ao WIS (O)
e Londog bt b 51 O gdboll ¥ 3n Lpndn 5 gl
55 Sllal LS 20 51 okl Ulel 5,20 G elis,
. J_g\.a_g.u aP.ll ("L‘Jl Ld..lzm U‘“ 3 9 do)] LB

.b_g.l_.::le b ._)_}G r.gmj_,: 5.3[01_9 «.J‘-'--L’}“ u«ajg}“ ._“.a..a| u.JLC‘ (_:n)
e 5 Al Sl by )

T 7R WS LR |
Dokl Slasdt (1)
;_Ef:*iku Cju‘; Siledaedl 4:-\3\.-..“ Oledsd! o OL,L_“..'.'...,...U u.JU:’

¢l lpds )



V0 VAAY L oyl va 3 () Yol de )3
-—————___—__——__—._————'—-—_-—

(c) Material which cannot be classified as Condi-
tion “B”’ or Condition «“C” shall be priced

at a value commensurate with 1ts use.

(d) Tanks, buildings and other equipment involv-
ing erection costs shall be charged at applic-
able percentage or knocked-down new price.

(e) Warranty of Materials Furnished by CON-
TRACTOR

CONTRACTOR doesnot warrant the material
furnished beyond or back of the dealer’s or
manufacturer’s guaranty ; and in case of detec-

tive material, credit shall not be recorded untif
adjustment has been received by CONTRAC-

TOR from planufacturers or their agenis.

5. Transportation and Employee Relocation Costs
«) Transportation of equipment, materials ang supplies
necessary for the conduct of CONTRACTOR's or
Operating Company’s activities.

b) Business Travel and Transportation expenscs to the
extent covered by established policies of CONTRACTOR
or with regard to Expatriates and Nationals, as incurred
and paid by. or for, employees in the conduct of CON-

TRACTOR’s or Operating Company’s business.

¢) FEmployees’ transportation and relocation costs for
National employees to the extent covered by establishea

policies.

6. Services

a) Outside services. The cost of consultants, contract ser-

vices and utilities procured from third parties.
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h) Costof scrvices performed by EGPCorby CONTRAC-
TOR or their Afhiliated Companies tn facilities inside or
outside the A.R.E. Regular, recurring, routine services,
such as interpreting magnetic tapes and/or other analyses,
shall be performed and charged by EGPC and/or CON-
TRACTOR or their Aifliliated Companies at an agreed
price. Major projects involving engineering and design
services shall be performed by EGPC and/or CON-
TRACTOR or their Atfiiated Companies at a negotiated
contract amount. Use of EGPC’s, CONTRACTOR’s or
their Affiliated Companies’ wholly owned equipment
shall be charged at a rental rate commensurate with the
cost of ownership and operation, but not in excess of |
competitive rates currently prevailingin the A.R.E. Such

charge shall not include administrative overhead.

7. Damages and Losses

All costs or expenses neccssary 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. CON-
TRACTOR or Operating Company shall furnish EGPC written
notice of damages or losses incurred in excess of ten thousand
(10,000) U.S. Dollars per occurrence, as soon as practicable after
report of the same has been received by CONTRACTOR or

Operating Company.
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8. Insurance and Claims
The cost of any public liability, property damage and other

pany and/or the parties or any of them to their employees and/or
outsiders as may be required by the laws, rules and regulations of
the GOVERNMENT or as the parties may agree upon. The
proceeds of any such insurance or claim collected shall be credited
against operations.

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

9. Indirect Expenses

Y

Camp overhead and facilities such as shore base, warehouses,
water systems, road systems, salaries and expense of field super-
visory personnel, field clerks, assistants, and other general
employees indirectly serving the Area.

10. Legal Expenses

All costs and expenses of litigation, or legal services other-
wise necessary or expedient for the protection of the Area includ-
ing attorney’s fees and expenses as hereinafter provided, together
with all judgements obtained against the parties or any of them on
account of the operations under the Agreement, and actual ex-
penses mcurred by any party or parties hereto in securing evidence
for the purpose of defending against any action or clarm prosecut-
ed or urged against the operations or the subject matter of the
Agreement. In the event actions or claims affecting the interests
hereunder shall be handled by the legal stafl of one or more of the
parties hereto, a charge commensurate with cost of providing and
turnishing such services may be made to operations.
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11. Administrative Overhead and General Expenses

4. While CONTRACTOR is conducting Exploration activ-
ities, cost of staffing and maintaining CONTRACTORs
head office in the A.R.E. and/or other offices established
in the A.R.E. as appropriate, other than field cffices
which will be charged as provided 1in Article 11, para-
graph 9 above, and excepting salaries of employees of
CONTRACTOR who are temporarily assigned to and
directly serving on the Area, which will be charged as

provided in Article T1, paragraph 2 above.

b. CONTRACTOR's acﬁministrative overhead outside the
A.R.E. applicable to the A.R.E. Exploration operation
which will be charged each month at the rate of five per-
cent (5%,) of total Exploration expenditureswhileCON;
TRACTOR is conducting Exploration activities. Admin-
strative overhead outside A.R.E. will not be charged
while Operating Company 18 conducting Exploration
activities. No other direct charges as such for CON-
TRACTOR’s administrative overhead outside the A.R.E.
will be applied against the Exploration obligation. Exam-
ples of the type of costs CONTRACTOR is incurring and
charging hereunder due to activities under the Agree-
ment and covered by said percentage are .

(1) Executive - Time of executive officers.
(2) Treasury - Financial and exchange problems.

(3) Purchasing - Prccuring matedals, equipment and
supplies.
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(4) Exploration and Production Directing, advising

and controlling the entire project.

(5) Other departments such as legal, comptrollers and
engineering which contribute time, knowledge and
experience to the operations.

The foregoing does not preclude charging for direct
service under subparagraph 6. b of this Article II.

c. While Operating Company 1s conducting activities,
Operating Company’s personnel engaged 1n general
clerical and office work, supervisors and officers whose
time is generally spent in the main office and not in the
field, and all employees generally considered as general
and administrative and not charged to other types of
expense will be charged to operations. Such expenses
shall be allocated each month between Exploration and
Development operations according to sound and practic-
able accounting methods.

12. Taxes

All taxes, duties or levies paid in the A.R.E. by CONTRAC-
TOR or Operating Company with respect to this Agreement
other than those covered by paragraph (f) (1) of Article HT of the
Agreement.

[3. Continning CONTRACTOR Cests

Costs of CONTRACTOR activities required under the Agree-
ment and 1ncurred excusively in the A.R.E. after Operating

Company 18 formed. No sales expense incurred outside or inside
the A.R.E. may be recovered as a cost.
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14. Other Expenditures

Any cost, expenses or expenditures, other than those which
are covered and dealt with by the foregoing provisions of this

Article 11, ircurred by CONTRACTOR or Operating Company
under approved Work Programs and Budgets.

ARTICLE 111
INVENTORIES

1. Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and CON-
TRACTOR, inventories shall be taken by Operating Company
of the operations material, which shall include all such material,
physical assets and construction projects. Written notice of inten-
tion to take inventory shall be given by Operating Company to
EGPC and CONTRACTOR at least thirty (30) days before any
inventory is to begin so that EGPC and CONTRACTOR may be
represented when any inventory 1Is taken. Failure of EGPC
and/or CONTRACTOR to be represented at an inventory shall
bind them to accept the inventory taken by Operating C ompany,
who shall in that event furnish the party not represented with a

copy thereot.

7 Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by CONTRACTOR

and EGPC, and a list of overages and shortages shall be jointly
determined by Operating Company and CONTRACTOR and

EGPC, and the inventory adjusted by Operating Company.
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ARTICLE 1V

COST RECOVERY

. Statements of Recovery of Costs and of Cost Recovery
Crude Oil

CONTRACTOR shall, pursuant to Article VIIof the Agree-
ment, render to EGPC as promptly as practicable, but not later
than fifteen (15) days after receipt from Operating Company of

the Statements for Development and Exploration Activity for
the calendar quarter, a statement for that quarter showing :

@) Recoverable costs carried from the previous quarter,

if any;
b) Recoverable costs incurred and paid during the quarter -;

¢) Total recoverable costs for the quarter, a plus b;

d) Value of Cost Recovery Crude Oil taken and separately
disposed of by CONTRACTOR for the quarter:

¢) Amount of costs recovered for the quarter;

f) Amount of recoverable costs carried into the succeeding

quarter, if any; and

g) Excess, if any, of the value of Cost Recovery Crude
Oil taken and separately disposed of by CONTRACTOR
over costs recovered for the quarter.
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2. Payments

If such statement shows an amount due EGPC, payment
of that amount shall be made in U.S. Dollars by CONTRACTOR
with the rendition of such statement. If CONTRACTOR fails

to make any such payment to EGPC on the date when such
payment is due,then CONTRACTOR shall pay interest of 2.59,
higherthan the London Interbank Borrowing Offered Rate (LIBOR)
for three (3) months U.S. dollars deposits prevailing on the date

such interest is calculated. Such interest payment shall not be

recoverable.

3 Settlement of Excess Cost Recovery Crude Oil

Since EGPC has the right to take up to seventy-five percent
(75%,) of excess Cost Recovery Crude Oil under Article VII
subparagraph (a) of the Agrecment in kind during a quarter, a
settlement shall be required with the rendition of such statements
in case CONTRACTOR has taken in kind more than its own

entitlement of such excess.

4. Audit Right

EGPC shall have a period of six (6) months from the receipt

of any statement under this Article IV 1n which to audit and raise
objection to such statement. EGPC and CONTRACTOR shall

agree on any required adjustmsnt. Supporting documents and
ccounts will be available to EGPC during said six (6) months

period.
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ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1  Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obligation
Control Account and an offsetting contra account to control
therein the total amount of Exploration Expenditures reported
on Statements of Activity prepared per Article 1.2.a hereof,
less any reductions agreed to by EGPC and CONTRACTOR
following written exceptions taken by a Non-Operator pursuant
to Article 1.3.a hereof, in order to determine when minimum

Exploration Obligations have been met.

2. Cost Recovery Control Account

CONTRACTOR will establish a Cost Recovery Control
Account and an offsetting contra account to control therein the
amount of cost remaining to be recovered, if any, the amount of
cost recovered, and the value of Excess Cost Recovery Crude

Oi1l, if any.

3. Maior Accounts

For the purpose of classitying costs, expenses and expenditures
for cost recovery as well as for the purpose of establishing when
the Exploration Obligation has been met, costs, expenses and
expenditures shall be recorded in major accounts including the

following
Exploration Expenditures
Development Expenditures other than Operating Expenses

Operating Expenses;

Necessary subaccounts shall be used.

Revenue accounts shall be maintained by CONTRACTOR
to the extent necessary for the control of recovery of costs and
the treatment of Cost Recovery Crude Oil.
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