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CONCESSION AGREEMENT
FOR
PETROLEUM EXPLORATION AND EXPLOITA-
- ~ TION
AMONG
THE ARAB REPUBLIC OF EGYPT (A.R.E,)
AND-
EGYPTIAN GENERAL PETROLEUM
CORPORATION (EGPC)
AND
GENERAL PETROLEUM COMPANY (GPC)
AND
MOBITL. PRODUCING SUDR INC.
IN

THE SUDR AREA
This Agreemient, made and entered into on  this 20/
day of February 1978, by and among the ARAB
REPUBLIC OF EGYPT (hercinafter referred to variously
as “A.R.E.” or as the “GOVERNMENT™), the EGYP-
TIAN GENERAL PETROLEUM CORPORATION,
a legal entity created by Law No. 167 of 1958 as
amended (hereinafter referred to as “EGPC”), GENERAL

PETROLEUM COMPANY; a legal entity created under
the laws of A R.E. (hereinafter referred to as.‘GPC”) and

MOBIL PRODUCING SUDR INC,, a company orgaint-

sed and existing under the laws of the State of Delaware,
United States of America, (hereinatter referred to as
“MOBIL” or “CONTRACTOR”).

- WITNESSETH | -
WHERFEAS, Law No. 66 of 1953, as amended, establi-
shed that all raw materials, including petroleum, existing
in mines and quarries in A.R.E., including the territorral
waters, and in the sca bed subject to its jurisdiction and
extending beyond the territorial waters. arc the property

of the State, and

WHEREAS, EGPC has applied for an exclusive conees-
" qon for the exploration, development and production of
petroleum in anc throughout the area referred to m
Article 11, and described in Annex “A” and shown approxi-
mately on “B” which are ttached hereto and made part

hereof ; and

WHERFAS, CONTRACTOR agrees to undertake ity
obligations provided hereinafter as a contractor with res-

pect to the exploration, development and
petroleum; and -

WHEREAS, the GOVERNMENT desires hereby to
grant such concession; and

WHEREAS, the Minister
Mining pursuant 0 the provisions of 1.aw No. 86 of 1956,

may enter into concession agreement with EGPC and with
MOBIL as a COMtractor, for the petroleum operation 1M

the Area hereinalter referred to ;
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NOW, THEREFORE, the parties hereto Agree  as

follows:
| ARTICLE I
DEFINITIONS
(¢) “Exploration” shall include geological, geophysical,

(6)

(c}

(d)

(€)
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“

aertal and other surveys as may be contained in the
approved Work Programs and Budgets, and the drill-
ing of such shot holes, core holes, stratigraphic tests,
holes for the discovery of petroleum or the appraisal
of petroleum discoveries and other related holes and
wells, and the purchase or acquisition of such supp-
hes, materials and equipment therefor, all as may be
contained in the approved Work programs and Bud-
gets. 'The verb “explore” means the act of conduct-
ing exploration.

“Developrnent” shall include, but not be limited to,
all the operations and activities pursuant to approved

Work Programs and Budgets under this Agreement;
with respect to:

(i) the drilling of devclnpﬁlﬁ-nt wells, and

(it} design, corstruction installation, servicing and
maintenance of equipment, lines, systems, facili-
ties, plants and related operations, to produce
and operate said wells, to take, save, treat, handle,
store, flare, transport and deliver petroleum for
export, and to undertake repressuring, recycling
and other szcondary recovery projects.

“Petroleum™ means liquid crude oil of variois densi-
ties, asphalt, gas, casinghead gas and all other
hydrocarbon substances that may be found in, and

produced, or otherwise obtamed and saved from the
Area under this Agreement, and all substances that

may be extractec| therefrom.

“Liquid Crude Oi1” or “Crude Oil” means any hyd-
rocarbon produced from the Area which is in a liquid
state . at the wellhead or lease separator or which is
extracted from the gas or casinghead gas in a plant,
Such term includes distillate and condensate.

“Gas™ is natural gas both associated and non--asso-
ciated, and all of its constituent elements produced
from any well in the Area and all non-hydrocarbon
substances therein. Said term shall include residue

gas.

A “barrel” shall’ consist of forty-two (42) United |
States gallons, liquid measure, corrected to a tempera-
ture of sixty degrees (60°) Fahrenheit.
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(g) “Commercial well” means a well on any geological

feature which after testing for a period aof thirty (30)
consecutive producing days where practical but wn any
event in 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 Tow Thousand (2000) harr;c?ls of oil per day,

(BOPD). The date of discovery of a “Commercial
well” is the date on which such well is completed atud

tested according to the above.

(h) “AR.E.” means ARAB REPUBLIC OF EGYPT.

“Bffective Date” means the date on which the text of
this . Agreement is signed by the -GOVERNMENT,

EGPC,GPC and CONTRACTOR following issuance
of the relevant law.

“Vear” or “Calendar Year’ means a period of twelve

(7)
(12) months according to the Gregorian Calendar.
(k) “Financial Year” means the GOVERNMENTs

financial year starting on january 1st and ending on
december 31st, both dates being inclusive.

«“Tax Year’ means the period of twelve (12) months
according .to the Gregornan. Calendar for which tax
returns or reports are required according to any appli-
cable income. profits or other tax law or regulation

of the AR.E.

)

(m) An “Affiliated Company” means 2 company :

(i) The share capital, conferring a majority of votes
"ot stockholders’ meetings of such company, of

which is owned directly or indivectly by a party
hereto;

(i) Which 1s the owner directly or indirectly oi
share capital conferrnga majority of votes at
tockholders’ meetings of a party hereto; or

(iii) Whose share capital conferring a majority ot

votes at stockholders’ meetings of such company
and the share capital, conferring 2 majority of
votes at stockholders’ meetings of a party her2to
are owned directly or indirectly by the same

company.
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~ ARTICLE 11
ANNEXZS TO THE AGREEMENT
Annex “A” is a description of the Area covered and
affected by this Agreement, hereinafter referred to as the
“Area”,

Annex “B” is a provisional illustrative 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 th= form of the Letter of Guaranty to b

issued by the Bank of Alexandria, Cairo, and to be submit-
ed by CONTRACT'OR at the time of signature by the Mi-

nister of Industry, petroleum and Mining of this Agrecment
for the sum of two and a half million {2,500,000) U.S Doll-
ars, guaranteeing the cxecution of CONTRACTOR s min-
imum exploration obligations hercunder for the first two
{2) year exploration period. Such guarantv shall remain
effective for sex (6) months after the end of the said two
(2) year period except as it may be releascd prior o that
time mn accordance with the terms thereof.

Amnex “D” is the form of a Charter of the operating
-company to be formed as provided for in Article VI
hereof.

Amnex “E” is the Accounting Procedure.

Annexes “A”, “B”, “C”, “D” and “E”-to this Agree-
ment are hereby made part hereof, and they: shall he con-
sidered as having equal force and effect with the provisions
of this Agreement. In the event of any inconsistency or
conflict between. provisions of Annex “E” and provisions
of this Agreement with respect to the same subject, then
the provisions of this Agreement shall prevail.

ARTICLE HI
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and CON-
TRACTOR subject to the terms, convenants and con-
ditions set out In this Agreement, which insofar as they
may contradict any prowvisions of Law No. 66 of 1953, as
amended, shall have the force of Law, an exclusive con-
cession in and to the Area described in Annex “A” and
shown. approximately on Annex “B” :

a) The GOVERNMENT shall own and be entitled, as
hereinafter provided, to a royalty in cash or in kind
of ten (10) percent of the total quantity of petroleum
produced and saved from the Area during the dev--
lopment period mcluding renewal. Said royalty
shall be bome and paid by EGPC and shall not be the
obligation of the CONTRACTOR. The payment of
royaltlés by EGPC shall not be deemed to result in
income attributable to the CONTRACTOR.
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(b) An initial =xploration period of two (2) years shall |

o —

start from the Effective Date. Two (2) extensions tn
the initial exploration period, the first of four (4)
years on the enirc Area and the second of two (2) years

seventy-five Percent (75%) of the “rea, sfall bc !
granted CONTRACTOR at its option upon ninety |

days prior written notice to EGI’C and subject only
to its having fulfilled its obligations hereunder for the
preceding period. The Agreement shall be termina-
ted if no Commercial Discovery is established by the
end of the c.ghth (8th) vear of the exploration period

- or upon the completion of drilling and testing of any

well actually drilling or testing at the end of the eight
(8) year exploration period, but shall hot exceed this

Agreement as to CONTRACTOR.

“Commercial Discovery” : After discovery of a Com-

mercial Well, CONTRACTOR shall undertake, as
part of its exploration prngfﬂm, the appraisal of the
discovery by drilling one or more additional wells, to
determine whether such discovery is wr}rthf of bemg
developed commercially, taking into consideration thc
recoverable reserves, production, Pipeline and termi-

“nal facilities'required, estimated crade oil prices, and

a1l other relevant technical and economic factors.

A Commercial Discovery may consist of one produz-
ing.reservoir or a group of producing reservoirs which
after appraisal 1s worthy of being déveloped commer-

cially. CONTRACTOR shall give notice of a Com-
mercial Discovery to EGPC immediately after th:

discovery is considered by CONTRACTOR to be
worthy of commercial development but in no évent

later than the completion of the second exploration
appraisal well, or ten (10) months following the date

of discovery of the Commercial Well whichever is car-
lier ; except that CONTRACTOR shall also have

the right to give such notice of Commercial Discovery
with respect to any rescrvoir or reservioirs even if the
well or wells thereon are not “Commercial’” within the
definition of “Commercial Well™ if, in its opinion, a
group of reservoirs considered collectively, could he

worthy of commercial devélopment.
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Following receipt of such notice EGPC and CON-
TRACTOR shall mect and review all appropriate
data with a view to mutually agreeing upon the ex-
iIstence of a CGommercial Discovery. The. date of
Commercial Discovery shall be the date EGPC and
CONTRACTOR mutually agree that a Commercial
Discovery exists.
production in regular shipments from a Commerciil
Discovery of Crude Qil is madec within two (2) years
from the date of Commercial Discovery, then the
block(s) concerned with such discovery shall immedia-
tcly be surrend=red. |

If Crude Oi. is discovered but is not deemed by
CONTRACTOR to be a Commercial Discovery un-
der the above provisions of this paragraph (c}, LGPC
shall, one (1) year after the expiration of the period
specified - above: within which CONTRACTOR can
give notice of Commercial Discovery, or eighteen
(18) months af:er the completion of a well not con-
sidered a “Commercial Well”, have the nght, follow-
ing sixty {60) days notice in writing to CONTRAC-
TOR, at its scle Cost, risk and expense, to develop,
produce and dispose of all Crude Oil from the geolo-
gical feature or. which the well has been drilled. Said
notice shall state the specific area covering said geolo-
gical feature tc be developed, the wells to be drilled,

* the production facilities to he installed and EGPC’s

estimated cost thereof. Within thirty (30) days after
receipt of said noticc CONTRACTOR may, 1n writ-

ing, elect t& devélop such area as provided for in the

case of Commercial Discovery hereunder. In . such
event all terms of this Agreement shall continue to

apply to the specified area.

1f CONTRACTOR elects not to develop such
area, the specific area covering said geological fea;
ture shall be set aside for sole risk operations hy EGPC.
In the event Operating Company referred to m Article
VI has come into existence EGPC shall be entitled
to have Operating Company perform such operations
for it at EGP(s sole cost, risk and expense. . When
EGPC has recovered from the Crude Oil produced
from such specific area a quantity of Crude Dili Eqm}]
in value to three hundred (300) percent of the Costs 1t
has incurred, CONTRACTOR shall have the option,
only in the event there has been a separate Commes-
cial Discovery, to share in further development and
production of that specific area upon paying EGPC
one hundred (100) percent of such costs incurred by
EGPC. Such one hundred (100) percent payment
shall be recovered by CONTRACTOR from Cost
Recovery Crucie in the normal manner for the recavery
of ex . Immediately following such payment the
specific area shall either (i) revert to the status of an
ordinary development lcase under this Agreement and
thereafter sha'l be operated in accordance with the

In the event that no c¢commercial -
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terms hereof; or (ii) alternatively, in the event that
at such time EGPC or its affiliated company is con-
ducting all development operations in the area at its
sole expense ard EGPC elects to continue operating,

the area shall remain set aside and CONTRACTOR |

shall only be ertitled to its production sharing percen-

tage of the Grude Oil as specified in Article VII (b) |

below,
provided in Paragraph (c) of Article VII.

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

The developrent period shall be twenty {20) years
from the date of the Commercial Discovery. This

period may be renewed for an additional period of
ten (10) years at the option of CONTRACTOR upon
six (6) months prnior writ*en notice to EGPC. * Follow-
ing Commercial Discovery.the extent of the whole
area capable cf production to be covered by develop-
ment lease or leases shall be mutually agreed upon
by EGPC and CONTRACTOR  and be subject to
the approval of the Minister of Industry, Petroleum
and Mining . Such area shall then be converted
automatically into a development lease or leases
without the issuance of any additional legal msutru-

ment or permission. - |

Developmerit operations. thereafter shall be started
promptly by Operating Company and unless EGPC
and. CONTRACTOR. agree otherwise, at least on¢
drilling rig shall be used continuously until, m accor-
dance with good oil field practices and accepted petro-

leum engineering principles, the field is considered to

be fully developed. In the event no commercial pro-
duction of Petroleum is established in any of the blocks
in which a Commercial Discovery of Crude (hl s
made within two (2) years from the date of Commer-
cial Discovery, such block shall be surrendered.  This
two {2) year time limit shall not apply to a Commer-
cial Discovery of non-associated Gas, which shall be
subject to the provisions of Article XXVII.

CONTRACTOR shall bear and pay all the costs and
expenses required in carrymng out all the operations
under this Agreement, but such costs and expenses
shall not include interest on investment, and CON-
TRACTOR saall look only to the Petroleum to which
it is entitled under this Agreement to recover such
costs and expenses.  Such costs and expenses shall be
recoverable as provided in Article VII. During the
term of this Agreement and its renewal, the total
production achieved in the conduct of such operations
shall be dividad between EGPC and CONTRAC-
TOR in accordance with the provisions of Article VIT.

continue to apply to |
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(f) (1}

(2)

(3)
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CONTRACTOR shall be subject to the laws i
force in the A.R.E. and the political subdivisions
thereof, which impose taxes on or are measured
by income or profits, including those laws Impos-

ing the commnercial and industrial profits tax,

mumapal tax, defense tax and national security
tax on mcome and dividends paid with respect
to shareholders (hereinafter referred to as “A.R.E.
mncome taxes”), and, except as otherwise provi-
ded m the Agreement, shall comply with the re-
quirements of such laws with respect to the filing
of returns, the assessment of tax, and the keep-
ing for review by anthorized pérsons of books and
records.

Any AR.b. income taxes as described above
which may he levied against CONTRACTOR s
shareholders as a result of CONTRACTR’s acti-
vities under this Agreement shall be the responsi-
hility of EGPC. -

It 1s expressly agreed and acknowledged that
EGPC’s share: of the volume of Crude Oil as de-
termined under Article VI1 includes a volume of
Crude Q1 to meet the CONTRACTOR’s ARF.
income taxes as described above in this paragraph
{f} (1}, EGFPC agrees that proceeds from such
Crude Oil volumes will be used to meet CONT-
RACTOR’s income tax hability in A R.E. as and
when due. KGPC further agrees to use its rea-
sonahle efforts to timely pay such liabilities.

For purposes of applying paragraph (f) (1) of
this Article, the total taxable income of CON-
TRACTOR in respect of any tax vear shall be

an amount calculated as .'fnllm ,

(i} The total of thé sums received by CON-
TRACTOR from the sale or -other dispost-
tion of all Crude Oil acquired by CONTRA-
CTOR pursuant to Article VIT, paragraph

(a) and (b} ;
LESS -

(a) The oosts and expenses of CONTRAC-
TOR. which are allowed to be recovered
in the tax vear under paragraph (a) of
Article VTI, and

{(b)The value, as determined in paragraph (c)

nf Article VII of the excess Cost Recovery

Crude Oil taken and separately disposed

of by CONTRACTOR nursuant to

Article VII, paregraph (a) (2) ;

PLUS

amount equal to CONTRACTOR’s

A RE. mecome taxes.

EGPC shall assume, vay and discharge, o

hehalf of CONTRACTOR. CONTRACTOR’s

AR E. income taxes out of the sums recetved

bv EGPC from the sale or other disposition of

its share of the Cmde Oil.
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The nitial exploration period shall be two (2} years.

(4) EGPC shall furnish to CONTRACTOR the
proper official receipt evidencing the payment
of CONTEACTOR’s A.RE. Income Taxes, |
within one undred fifty {150) days following
the commencement of the next ensung tax
year. Such reccipts shail be 1ssued by the
proper tax authorities and shall state the amo-
unt and other particulars customary for such

receipts.

In calculating its A.R.E. income taxes, EGPC shall
be entitled to deduct royalties paid by EGPC to the
GOVERNMENT and the AR.E. income taxes oi
CONTRACTOR. paid by EGPC on CGONTRA-
CTOR’s hehalf, |

ARTICLE 1V

WORK PROGEAM AND EXPENDITURES
DURING EXPLORATION PERIOD
CONTRACTOER. shall commence exploration ope- |
rations hereunder 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,
CONTRACGTOF. shall start exploration drillng in
the Area, with a commitment of drilling one (1) well
during the initicl exploration period. EGPC shall
make available for CONTRACTOR's use all seismic
and other exploration data in EGPG's pOssession with

respect to said Axea.

CONTRACTOR may extenid this exploration period
for two (2) additional periods In accordance with
Article 111 (b) upon a ninety (90} day prior wr.lten
notice to EGPC subject toits expenditure of its
minimum exploration obligatons for the then current
period. |

CONTRACTOR shall spend a menmmum of two
and a half million (2,500,000) U.S. Dollars on ex-
ploration operations and activities related thereto

chiring the inidal two (2) year exploration period,
which must include drilling of one (1) well in any I
available part of the Arca. In the event it is s

by CONTRACTOR and agreed by EGPG that no
reasonable prospects have  been defined by seismic

survev in any available part of the Area, the period
to complete the aforesaid mimmum f;xplm_-ation ex-
penditure will be extended to include an initial ex-
ploration period of equal duration for the remainder |
of the Area when such remainder becomes available.
As used in this Article IV (b), 2 geographic arca
i« "available”? when in that area normal Exploration
operations are lagally possible and not nrevented by
contingencies beyond CONTRACT Ost control.
[f EGPC requests any preliminary cxploration work 1o
e undertaken in the Area hereunder prior to the
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BEffective Date, expenditures for such exploration
work shall be credited to CONTRACTOR’s mini-
mums obligations, For the four {4) year period
CONTRACTOR may elect to extend beyond the
initial exploration period, CONTRACGTOR shall
spend a minimum of four (4) million U.S. Dollars at
the rate of one {1} million U.S. Dollars annually.

For the two (2) year period CONTRACTOR may

elect to extend beyond the four (4) year extension
period, CONTRACTOR shall spend 2 minimum of
one (1) million U. S. Dollars, which must include driil-
ing of one (1) wéil. If CONTRACTOR can reasona-
bly demonstrate as a result of seismic exploration in
the Exploration Work Program that no acceptable
drilling prospects have been found in the Area, or that
such prospect or prospects are inferior to one or more
_prospects newly discovered by said seismic exploration
in the Sudr, Asl or Matarma petroleum mining lease
areas, a well drillec. on the Sudr, Asl or Matarma
petroleurn mining lease areas shall satisfy the obhga-
tion above, provided that it is drilled : (a} on an m-
dependent geological prospect not previously drilled;
or (b) to a horizon cleeper than any from which there
is qurrently production. If EGPC  rcquests any
preliminary exploration werk to be undertaken in
the Sudr, Asl, or Matarma petrolcum mining leases
prior to the Effective Date, expenditures for such ex-
ploration shall similarly be credited to the CONTRA-
CTOR’s minimum obligations.  Should CONTRAC-
TOR spend more than the mmimum amuont requir-
ed to be expended cluring the initial two (2) year ex-
ploration period or during any year thereafter, the
excess may be subtracted from the minirmuam amuont
of money required -0 be expended by CONTRA-
CTOR during any succeeding exploration year or
years, as the case may be.

In case CONTRA.CTOR surrenders its exploration
obligations in this Agreement as set forth above btfqre
or at the end of the second (2nd) year of the initial
exploration period, having expended less than the
total sum of two and a hall million (2,500,000) U. 5.
Dollars on exploration or in the event at the end of

the second (2nd) ycar (except as provided above) |

CONTRACTOR has expended less than said sum gl
the Area, an amouni equal to the difference between

the said two and a half million (2,500,000) U. S. Dol-

jars and the amount actually spent on exploration
ctivities shall be paid by CONTRACTOR to EGPG

At the time of surrendering or within three (3) rr!ﬂpiihs
from the end of the cecond (2nd) year of the 1n1t1::}1
exploration period, as the casc may be. Any expendi-
ture deficiency by CONTRACTOR at the end of the
third (3rd) or any succeeding year for the rﬁaml:;s
above-noted shall ¢ milarly result in a ?aymcntP y
CONTRACTOR to £ QPC of such deficiency. Iro-

vided this Agreement 15 st

‘11 in force as to CONTRA- |
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CTOR, CONTRACTOR shall be entitled to recover
any such payments as exploration expenditure in the
manner provided for under Article VII in the event
of development of commercial production.

In case no Commercial Discovery is established by
the end of the wmighth (8th) year, subject to Article 11
(b), or in case CONTRACTOR surrenders its explora-
tion obligations under this Agreement prior to such
time, EGPC shall not bear any of aforesaid expenses
spent by CONTRACTOR.

At least three (3) months prior to the beginming of
each year or ar such other times as may mutually be
agreed to by EGPC and CONTRACTOR, CON-
TRACTOR shall prepare an Exploration Work Pro-
gram and Budget for the Area setting forth the =x-
ploration operations which CONTRACTOR propo-
ses to carry out during the ensuing year. During the
exploration period such Work Program and Budget
shall be at least sufficient o satisfy CONTRACTOR’s
minimum expenditure obligation for the period 1t cov-
vers, taking imo account any credits for excess expen-
ditures by CONTRACTOR in prior exploration
period.

The Exploration Work Program and Budget shall

be reviewed by a joint committee to be established
byEGPC and CONTRACTOR after the Eftective
Date of this Agreement. THhis Committee, herein-
after referred to as the “Exploration Advisory Com-
mittee,” shall consist of six (6) members, three (3) of
whom shall be appointed by EGPC and three (3} by
CONTRACTOR. The Chairman of the Exploration
Advisory Committee shall be designated by EGPC
from among the members appointed by it. The Ex-
ploration Advisory Committee shall review and give
such advice as it deems appropriate with respect 1o
the proposed Work Program and Budget. Foliowing
review by the Exploration Advisory Committee, CON-
RACTOR shall make such revisions as CONT RA:C-
TOR deers appropriate and submit the Exploration
Work Program and Budget to EGPC tor 1ts approval.
Following such approval, it is further agreed that :

CONTRACTOR shall not substantially revise

g or modify said Work Program and Budget nor
reduce the approved budgeted expenditure with-
out the approval of EGPC ;

i) In the event of emergencics involving danger

of loss of lives or property, CONTRCTOR may

expend such additional unbudgeted amounts as
may be required to alleviate such danger. Such
expenditure shall be considered in all respects as
tion expenditures and shall be recovered

explora
; e provisions of Article Vil hereof.

pursuant to th

CONTRACTOR shall advance all necessary funds
tor all materials, equipment, supplies, personned, ad-
~inictration and opecrations pursuant to the Explora-
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tuon Work Progran. and Budget and EGPC shall not
be respomsible to brar or repay any of the aforesaid

COsts.
i

CONTRACTOR snall be responsible for the prepara-
tion and performarce of the Exploration Work Pro-
gram which shall be implemented in a workmanlike
manner and 1n consistence with good industry prac-
tices.

Except as 1s appropriate for the processing of data
and laboratory studies thereon and specialized enginec-
ring and development studies, to he made 1n speciali-
zed centers outside A R.E., all geological and geophy-
sical studics as well as any other studies related to the
performance of this Agrcement, shall be made mn the
AR.E. |

CONTRACTOR shall entrust the management of
exploration operaticns in the A.R.E. to its technically
competent General Manager and Assistant Manager.
The names of such Manager and Assistant Manager
shall, upon appointinent, be forthwith notiiied to the
GOVERNMENT aad to EGPC. The Manager and,

- in his absence, the Assistant Manager, shall be entrus-

ted by CONTRACTOR with sufficient powers to re-
present and bind CONTRACTOR with respect to all
dealings with the GOVERNMENT and EGPC under
the terms of this Agreement. CONTRACTOR,

however, shall be subject to the taws and reguia-
tions of the A.R.E. which are not incosistent with
the provisions of this Agreement. |

CONTRACTOR shall supply EGPC, within thirty
(30) days from the end of each calendar quarter, with
a statemnent of Exploration Activity showing costs in-
curred by CONTRACTOR during such quarter.
CONTRACTOR’s records and necessary supporting
documents shall be available for inspection by EGPG
at any time during regular working hours for three
(3) months from the date of receiving each State-
ment. Within the three (3) months from the date of
receiving such Statement, EGPGC shall advise CON-

TRACTOR in writing if it considers :
(i) that the record of costs 1s not correct;

(ii) that the costs of goods or services supplied are not
in line with the international market prices tor

goods or services 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
ARE. shall be subject to Article XXV ;

that the conditi>n of the matcria‘ls ishec
CONTRACTOR does not tally with their pnces;

or

(iii)

——
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(iv) that the costs incurred are not reasonably requi-
red for operations.

- CONTRACTOR shall confer with EGPC in con-

nection with the problem thus presented, and partics |

shall attempt to reach a settiement which 1s mutually
satistactory, I within the tume hmt of the three

~ {3) months penioc: provided for in this paragraph,
- EGPC has not advised CONTRACTOR of its objec-

tion to any statement, such statement shall be consi- !

dered as approved.

CONTRACTOR. shall supply all funds necessary for
its operations in A.RE. under this Agreement, in
freely convertible currency from abroad. CON-
TRACTOR shall have the right to buy Egyptian cur-
rency whenever required and the conversion shall be
made at the local Egyptian banks in the A RE. nc-
cording to the official AR.E. rate of exchange,

(&)

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS |

MANDATORY

Without prejudice to Article 1E[, IV and XXI, at the
end of the six-year exploration period, CONTRACTOR
shiall relinquish that part of the original Area not then con-
verted to development lease or leases.

VOLUNTARY

CONTRACTOR may, voluntarily, during any pernod
relinquish all or any part of the Area provided that at the
time of such voluntary relinquishment its financial obli-
gations for exploration expenditures under Article TV
paragraph (b) have becen satisfied for such penod.

ARTICLE VI

OPERATION AFTER COMMERCIAL
DISCOVERY

(¢) On Commercial Discovery, EGPG and (_SONT RAC-
TOR shall form in the A.R.E. an operating company
which shall be calicd Sudr Petroleum Company (here:
-nafter referred to as “Sudr” or as “Operating Com-
pany”). Sudr shall be subject to the laws and reguta-
rions i force in the ARE. to the extent that such
Jaws and regulatoins are not inconsistent with the pro-
vicions of this Agreement or the Charter of Sudr;

however, Sudr shall, for the purposes of this Agre»-

ment, be exempted from the following faws and re-

gulations as T.Ow OF hereafter amended or substituted.

———
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Law No 141 of 1963 on Representation c;f Em-
ployees and Workers on the Boards of Companies;

Law No. 60 of 1971 on Public Institutions and
Public Seotor Units ;
Law No. 61 of 1971 on the Staff Regulations of
Public Compan.es ;
Presidennial Decree No. 1868 of 1974 restrict-

ing some Contracts of Works of the Govemn-
ment to Public Institutions and Corporators

and Public. Sectcr Units ;

b

— Law No. 97 of 1976 orgamizing dealings in for-
eign currencies, and 1its  executive  regulations,
as amended.

"The Chartar of Sudr is attached hereto and made a
part hereof as Annex D. Within thirty (30) days
after the date of Commercial Discovery, the Charter
matically come into exastence. without any further
matically come mnte existence. without any further
procedures. Only a
bring Sudr into existence. Sudr shall contract with
GPC to be the operator for any development lease re-
sulting from Commercial Discovery. - In this respect,
‘the roles of Sudr and GPC shall be as {ollows :

(A)

h:?

Sudr as Operating Company sheall :

(1) provide overall direction of the activities of
GPC in GPC's performance as operator

(2) issue all policy decisions, work programs,
budgets, marpower requiremeits, produc-
tion schedules and other general directives,

and’

(3) request assistarice from GPC m preparation
of any inforrmation Sudr requires to carry out
Sudr’s responsioilities.

(B) GPC as Operator shall : |

(1) execute the dizectives of Sudr ;

(2) prepare, as required, work programs, bud-
gets, manpower requirements, production
schedules, subcontracts, etc. for approval ;

(3) maintain accounts, make cash calls and
perform other ~inancial services as required ; |
(4) perform or have performed necessary engine- |
ering, procurement and commissioning of

required production facilities ;
|

(5) operate and maintain the development lease
fields ; and

(6) otherwise perform all the normal duties of
a development lease operator.

Commerical  Discovery shall
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(¢) Ninery (90} days after the date Operating Company t
comes into existence in accordance with paragraph {b) |
above, it shall predare a Development Work Program
and Budget for the remainder of the year in which
the Commerdal Discovery is made, and not later
than the fifteenth (15th) of QOctober of said vear {or

such other date as may be agreed upon) and the
fifteenth (15¢h) of October of each year thereafter
Operating Company shall prepare an annual Produc-
tion Schedule, Work Program and Budget for the succ-
ceding year. The Production Schedule. Work Programe |
and Budget shall be submitted to the Board of Direc-

tors for approval.

(d) Not latter than the twentieth (20th) day of each
month, Operating Company shall furaish w© CON-
TRACTOR 2 written estimate of its total cash req
uirements for expenditure for the first half and the
second half of the succeeding month expressed in
U.5. Dollars, having regard 1o the approved budget. |
Such estimate shall take into consideration any cash

expected to be on hand at month end. |

Payment for thz appropriate period of such month |
shall be made to the correspondent bank designated
in paragraph (e} below on the first day and fifteenth
day respectively, or the next following business dav, if
such day is not a busimess day.

»  Operating Company is authorized 10 keep at its own
disposal abroad in an account opened with a coyres-
pondent bank of Bank of Alexandna, CQCairo, the |
foreign funds advanced by CONTRACTOR. With-
drawals from said account shall be used for pavment
for goods and services acquired abroad and for
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transferring to a local Egyptian bank in the ARE. LT RO PN O B O v T |

the required amounts to meet expenditures, m Egyp-
nan Pounds, for Opreating Company In counection
with its activities under this Agreement. - |

Within thirty (30) days after the end of each Fin-
ancial Year, Operating Company shall submit’ to
the appropriate exchange control  authorities m the

ARE. a statement, duly certified by a recognized
firm of auditors, showing the funds credited to that

acoount, the disbursements made out of that account
and the balance outstanding at the end of the vear.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES |
AND PRODUCTION SHARING

) Cost Recovery Crude Cnl

(1) Subject to the auditing provision under this
Agreemeat, CONTRACTOR  shall recover all
costs and expenses in respect of all the explora-
tion, development and related operations under

t
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this Agreement to the extent and out of twenty- | e 4 hizadly ) el o S GU e U g

five percent {25%) per annum for all Crude

produced and suved from all development leases
within the Area hereunder and not used in pet-
roleumn  operations.  Such Crude Oil 1s heremn-
after referred tc as “Cost Recovery Crude Oil”.

For all Exploration, Development and Produc-
tion hereunder, such costs and expenses shall be
recovered from Cost Recovery Crude Oil in the
following manner :

(1)

(iii} Development Expenditures,

All gperating expenses, incurred after initial
Commercia. Production, which for the
purposes of this Agreement shall mean the
date on which the first regular shipment is
made, shall be recoverable in the latter of the
Tax Year i1 which such expenses are incurred
or the Tax Year in which initial Gommercial

Production occurs.

Exploratior. Expenditures, including those
accumulatel prior to the commencement of
initial Comrmercial Production, which for
the purposs of this Agreement shall mean
the date or. which the first regular shipment
is made, shall be recoverable at the rate of
twenty (20) percent per annum based on
amortization at that rate starting in the
latter of the Tax Year in which such expen-
ditures are incurred or the Tax Year m
which  initial = Commercial ~ Production
COMMENCES.

including those
accumulated prior to the comumencement of

initial commercial, Production shall be reco-

verable at the rate of ten (10) percent per an-

num based on amortization at that rate starting

‘1 the latter of the Tax Year in which such ex-

penditures are incurred or the Tax Year In
which initial commercial
mences.

To the ex:ent that, in a Tax Year, costs €x-

nses or expenditures-recoverable per para-
oraphs (i), (ii) and (iii) preceding exceed the
value of the Cost Recovery Crude Oil for
such Tax Year, the excess shall be carried
forward fcr recovery in the next succeeding
Tax Year or Years until fully recovered ;
but in no case after the termination of the

Agreement, as to CONTRACTOR.

For the pirpose of determining the classifi-
cation of all costs, expenses and expenditures
for their —ecovery, the following terms shall

apply

Oil |

production com-
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(b)

(2)

(3)

Production Sharing

The remaining seventy five (73) percent of the Crudc
Oil shall be ~aken and disposed of
EGPC and CONTRACTOR in the following propor- |

tyons

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

2. “Development Expenditures” shall mean

all costs and expenses for Development
with the exception of Operating Expenses.

“Operating Expenses” shall mean all
costs, expenses and expenditures made
after initial Commercial Production for
producing, which costs, expenses and ex-
pen litures are not normally depreciable,

(vi) It is urderstood and agreed upon that reco-
very of cost and expenses as based upon the
rates referred to above shall be allocated to
each quarter proportionately (one fourth to
cach quarter). However, any allowable costs
and ex denses not recovered m one quarter, 1s
thus allocated, shall be carried forward for
recovely in the next succeeding quarter.

CONTRACTOR shall each year take and scpara-
tely dispose of all Cost Recovery Crude Oil produ-
ced, {except as provided in sub-paragraph (a)
(3)below cf this Articte VII, plus its share of the
balance of the Crude Qil as stipulated 1n parag- '
raph (b) below of this Article VIL. 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, m-
cluding anv carry forward pursuant to paragraph

(a) (1) (iv) above, to be recovered in that year, the
value of su-h excess Cost Recovery Crude Oil act-
ually taken and separately disposed of by CON-
TRACTOR. shall be paid by CONTRACTOR to
EGPC in t ¢ manner set forth in Article I'V of the

Accounting Procedure contained in Annex “L”

and CONTRACTOR shall be deemed to have
purchased such excess Cost Recovery Crude bl

With respect to such excess Cost Recovery Crude
Oil which CONTRACTOR shall be deemed to

have purchased (per sub-paragraph (a) (2) of this |

Article VII), EGPC shall be entitled to elect each
year, with six month’s notice in advance, to take
up to seventy five (75) percent thereof mn kind
and therety reduce the amount deemed to be pur-
chased by NONTRACTOR to the extent so taken.

separatcly by

eighty (€0) percent for EGPC and

twenty {20} percent for CONTRACTOR.
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(¢} (1) Itis the intent cf the Parties that the value of the

(d)

Cost Recovery Crude Oil shall reflect the pre-
vailing market price for Crude Qil.  For the pur-
poses of evaluating the prevailing market value of
the quantity of CGost Recovery Crude Oil to which
CONTRACTOR is entitted hereunder during |
each calendar semester, the weighted average
price for comparable quantities réalized in frf:ﬂly
convertible currency from F.O.B. point of exports
sales at armslength, by either EGPC or CONTRA-

CTOR under all Crude Onl sales contracts curren- |

dy in effect, but xdluding crude oil sales contracts
nvolving barter and government to government
sales (cxccpt such sales on an armsiength basis),

whichever is higher, to non-affiltated companies

during such semester shall be used. It is under-

stood that in the case of C.LF. sales, appropriate

deductions shall be made for transport and insura-
nce charges to cilculate the F.O.B. point of export
price ; and alwzys taking mnto account the appro-
. priate adjustment for quality of crude oil, freight
advantage or ditadvantage of port of loading and
other appropriate adjustments including credit
terms. Nevertheless, if CONTRACTOR or
EGPQ can demonstrate the wvalue of the Cost
Recovery Crude Oil so determined matenially
does not _reflect the market condition pre-
vailing during the Calendar Semester, CON-
TRACTOR anc, EGPC shall meet and mutuaally
agree upon the price.

(2) If during any Calendar Semester there are no

such sales by EGPC or CONTRACTOR under
Crude Oil sales contracts currently in effect,
EGPC and OContractor shall meet and mutually
agree upon the pnce of Crude Oil to be
used in determining the value mentioned in sub-
paragraph {(c) (1) above. Pending such mutual
agreement, the price used shall be the last price
determined pursuant to sub-paragraph {c) (1), or
under this sub-paragraph (c) (2), whichever s
later, and approoriate adjustment will be made

thereto after determination of a mutually agreed
price by EGPC and CONTRACTOR .

Operating Company shall prepare (not less than
ninety (90) days prior to the beginning of each Calen-
dar Semester following regular production) and fur-

nish in writing to CONTRACTOR and EGPC a fore-

cast, setting out the total quantity of Petroleum that

Operating Company estimates can be produced, saved

and transported hersunder during such Calendar Se-

mester in accordance with good oil industry practices
Operating Company shall endeavor to produce each
Calendar Semester the forecast quantity. The Crude
Qil shall be rm to storage tanks constructed. m~n.

tamed and operated mcarding to Governiment regula-

tions, by Operating Clompany in which said Crude O]
shall be metered or otherwise measured for royalty..

and the other purpotes required by this Agreement,
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(¢) CGONTRACTOR shail have the right and the obliga-

tion to separately talie and export currently all of the

Crude Oil, or any other product exchanged for such

Crude Qil by mutual agreement, to which it is entitled

‘as is determined in accordance with sub-paragraphs

(a) and (b) of this Ariicle. Subject to payment of sums
due EGPC under Article VII {a) {2) and 1X, CON-
TRACTOR shall have the right to retain abroad all
funds acquired by it abroad including the proceeds
from the sale of its share of Crude Oil exported or any
other product exchanged for such Crude Oil by mu-
tual agreement. EGPC shail similarly have the nght
and the obligation 10 take separately and currently all
of the Crude Oil "o which EGPC is entitled. Any
party whose failure to 1ift shuts in production shall

quantity of said oher party’s underhft.

AFTICLE VIIl
TITLE TO ASSETS

EGPC shall becorae the owner of all assets acquired
and owned by CONTRACTOR in connection with
the operations caivied out by CONTRACTOR . or

Operating Compzny in accordance with the follow-
ing : |

. (1) Land' shall become the property of EGPC a8 SOOA

as it is purchesed.

(2) Title to fixed and movable assets shall be trans-
ferred automatically and gradually from CON-

. TRACTOR to EGPC as they become subject
to depreciation in accordance with the provis-
ions of Article VII ; however, the tull title to
fixed and movable assets shall be transferred
automaticaly from CONTRACTOR to EGPC
ot the end of the year when its total cost has
been recovered by CONTRACTOR in accor-
dance with the provisions of Article VII or at
the time of termination of the Agreement

whichever [rst occurs,
The Book Value of the Assets created duning each
calendar quart:r shall be communicated by CON-

TRACTOR to EGPC or by Operating Gompany
.0 EGPC and CONTRACTOR within thirty (30)

days of the end of each quarter.

(b) "During the term of this Agreement and the renewal

period, CONTRACT OR, Operating Company,
and GPC as cperator for development leases under
Article V1 (b). are entitled to the full use of all fix-

«d and movable assets in connection with operations |

permit the other party to overlift to make up the total |

tereunder in (1) the Area, and (2) any other area

approved by
TRACTOR

same except with agreement of the other.

EGPC and CONTRACTOR. CON-
snd EGPC  shall not dispose of the |

é
!
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(a) CONTRACTOR shall pay to EGPC as a Signature . ety pte gl

(&}

[€)

()

(e)

lg)

- L L - - Ty

|

CONTRACTOR may freely import into ARE., E Jorieay (bpepag) (oo o 3 Y Syl 6 K ()

use therein and fieely export at the end of such use |
machinery and equipment which it either rents or
leases 1 accordance with good industry practices. I1
||
|
E

ARTICLE 1X _
SIGNATURE AND PRODUCTION BONUSES

Bonus the sum >f two hundred and fifty thousand
(250,000) TI.S. Dollars an the Effective Date.

- CONTRACTOR (direcdy or through an Affiliated
Company) shall be solely responsible for the expen-
diture of one rulhon (1,000,000 U.S. Dollars lor
rchabilitation in the Sudr, Asl and Matarma oil
fields. Such scle - expenditure obhgation shall be
completed within onc year after the Effective Date
hereof. Such. ;ole expenditure obligation shall be
reduced by any rchabilitation expenditure in the
Sudr, Asl or Matarma oil field approved by GPG
and CONTRACTOR, made solely by CONTRAC-
TOR or CONTRACTOR’s Affiliated Company after
January 1977 :nd prior to the Effcctive Date hercof,
to the extent that such prior expenditure shall not have
been previously recovered by CONTRACTOR or 1ts

Afhliated Cormrpany.
CGONTRACTOR shall pay to EGPC the sum of

Pda st Jy  aad doleY will O J2) gl %

one mullion {1,000,000) U.S. Dollars as a Production
Bonus when :verage daily production reaches the
rate of fifty tiousand (50,000) barrels per dav for a
period of fortv-five (¢5) consecutive producing days.
Payment will be made within fifteen (15} davs
thereatter. | h

CONTRACTOR shall also pay to EGPC the addi-
tional sum of two million {2,000.000) U.S. Dollars
as a Production Bonus when average daily produc-
tion reaches the rate of one hundred thousand
{100,000} bar-els per day for a period of fnrt;:—fixrﬂ
(45) consecutive producing days. Payment will be
made with filteen {15) days thereafter.

CONTRACTOR shall also pay to EGPC the addi-
tional sum o five million (5,000,000) U.5. Dollars
as a Production Bonus when average daily produc-

tion reaches the rate of two hundred thousand
(2,00,000) barrels per day for a period of forthy-five g
(45) consecutive producing days. Payment will e
made withn fifteen (15) days thereafter. .

The aforsaid payments shall in no event be recover-
ed or amortized by CONTRACTOR.

In the event that EGPC elects to d}E:VE:[ﬂp any part
of the Area putsuant to the sole nsk provisions of |

Article 11T 1) ‘hereinabove, production from such:
sole risk area shall be considered for the purposes
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of this Article IX only if CONTRACTOR excrises o i 3 5, ¢ gl e 3 A5 LAY 3 G Jglall
its option to shiare in such production, and onlv {rowm SRR oy T
the initial date of sharing,

(h) It is understood production from the sudr. Asl] ,a__ Jy 0 ot ok bl Al of poedl s ()
and Matarma petroieum mining leases shall not be , ., % EL—.;En s Ol (3 Jo s T laay Jor s
included in the computation of average daily pro- | h L daslatt B TY wdyd L
thuction under this Article 1X.

(b atalt Bsali )

BIIRC PRTPRN (g

dadd gy {.t.r.c}.dL:.:iA-ﬂJ da ot Jalall de e
RERURTY [ TR | JYCO SV I K I EE AU L S L

. ARTICLE X
OFFICE ANL' SERVICE OF NOTICE

CONTRACTOR saall maintain an Office in A.R.T.
at which notices shall be validly served.

[

|

| ol Y ol del ey A pall e of GalEl e o
The General Manager and Assistant Manager shall be | .| ,‘_; ., ijl " » {‘J 2 Ny :G‘:Jjﬂ iuj.:.._} L y

entrusted by CONTRACTOR  with sufficient power to | He T CAGWY sdh by 2 Jb 3 '-'..‘..431 & JQi

represent and bind CONTRACTOR  with respect to S - o

all dealings wath the GOVERNMENT and EGPC unde:

the terms; of this Agreement.

. IV S K JEN R T A lma ymnB) o LA PO Loy asif .
All matters and nctices shall b¢ deemed to be validly Ml A ed W P m{’ ) fu_ T
- - |f S ,,_;1:.-‘.? J.:.,_,.l'; .LIJ.JL-A.J\ L I _;i 13} _}1 {-\.A“ J,.ll\ S A
served which are lelt at the office of the General Man- © ~ .. %7 Y -G . ey
A . - . b UM dllae AN Sy eV O iy cf e ez Il
ager or which are seat to him by registered matl to CON- - TR R
TRACTOR’s office in A.R.E. e e e T
: ol

5 T L S s B A P L el

All miatters and notices shall be deemed to be validly
served which are left at the office of the Chairman of |
FGPC or which ate sent to hum by registered mail at |
1GPC's main office in Cairm. |

ARTICLE X1

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

(a) Operating Company shall dake all proper measures, ‘
according to generally accepted methods in usc in |
the oil industry to prevent loss or waste of petroleam
above or under the ground in any form during drill-
ing, producing, gathering and distributing or storage |
operations. 'The GOVERNMENT has the right
to prevent any operation on any well that it nught
reasonably txpect would result In loss or damage

+o the well or the oil field.

of the dslling of a productive
well. Operaitng CGompany shall inform t.hﬂ GOVERN-
MENT or its representative of ~ the time when the
well will be  tested and the production rate ascer-

tained.

Upon comp! ction

¥

here multiple producing forma-
vions in the same well can only be pr?duced cconom- |
ically through 2 single tubing stnng, _Pctml&ym

<halt not be produced from multiple oil carrying
Joncs throuzh one string of tubing at the samc nm:, |
except with the prior approval of the GOVERN- |

VENT or its representauve.
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(d) Operating Company shall record data regarding the

(b)

quantities of petroleum and water produced monthly
from each development lease. Such data shall be
sent to ‘the . GOVERNMENT or its representative
on _the special forms provided for that purpose with-
in . thirty (30} days after it is obtained. Daily or

“weekly statistics regarding the production from the

Area shall be availab e at -all reasonable times for

examination by authorized representctives of the
GOVERNMENT, | '

Dailly dnlling records and the graphic logs of wells
must show the quantty and type of cement and the
amount of any other materials used in the well for
the purpose of protecting petroleum. gas bearmg or
fresh water strata Any substantial change of
mechanical conditions of 'the well after its comple-

~ tion should be subject to the approval of the represen-

tative of GOVERNMENT.

~ ARTICLE XII
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and

their ocontractors ;nd sub-contractors engaged in
carrying on operations under this Agreement shall
be permitted to import and shall be exempted from
customs duties, witlh - respect to the importaton of
machinery, equipment, vehicles, materials, supp'ies,
consumable items, foodstuffs and movable property

when certified by a responsible representative of

EGPC to be used solely in  carrying on operations
under this Agreemernt.

Fach expatriate employee of CONTRACTOR, and
Operating Company and the said contractors and
sub-contractors siall be permitted to import and
shall be exempt from all customs duties with respect
to the reasonabe importation of household goods,
items, foodstuffs and personal effects including one
automobile ; provided, however, that such proper-
ties are imported for the sole usc of the employee
and his family and provided, further, that no such
property imported by the employee shall be resold

by him in the ARE. except in. acoordance with

GOVERNMENT regulations.

The exemption provided in (a) of this Article shall
not apply to any imported items when EGPG comr
siders and shows that items of the same, or substan-
tially the same, kind and guality are manufac_mred
locally and are available for *purchasc ’z,v_lnd timely
defivery in the A.R.E. at a price not hlghfﬂ' than
ten {10) percent more than the cost of the import-
ed item: before customs duties, but after transporta-
tion and insurence costs have been added.
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(d) Without prejudice 1o Article VIII any of the items
imported mto the AR.E. either exempt or non-ex-
empt from customs duties, taxes or imposts under
this Article may be exported by the importing
party at any time without the payment of any export
duty, or umnpost.

Used but serviceatle material equipment and goods

(€)

resufting frorn op:rations hereunder may be sold |

~within the A R.E. provided that the purchasers pay the

applicable customs duties, taxes or imposts, if any
except i sold to ZGPG or an  affihated company
of EGPC.

Material, equipment and goods so damaged -or used
as to be non-serviceable and which are classilied by
CONTRACTOR or Operaung Company as scrap
or jnk (any' such CONTRACTOR's appraisal
heing - subject t¢ EGPC approval and any such
Operating Company’s appraisal bemg subject 1o
EGPC and CON "RACTOR approval) may be sold as

scrap or junked without payment of customs du-

ties, taxes Or IMposts.

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

divided in the following manner

CONTRACTOR shall be entitled to rem-
‘bursement of its unrecovered cost, if any in
such material or equipment and the excess, if
any, shall be paid to EGPC.

(&)

“Customs duties,” as used herein, shall include all
duties. taxes or imposts {except those charges: paid
to the GOVER NMENT for actua) services rendered),
which are pay:ible as a result of the importation of
the item or items under consideration.

(h)

() There shall be no licence required, and CONTRA- |

CTOR and EGPC  shall be  exempted from any
duty, tax, fee or any other financial impost 1n res:
pect of the export of Petroleum hereunder.

At a reasomable
Commercial  Production, EGPC and CONTRA-

CTOR shall meet and agree upon: a procedure for
scheduling tanker liftings from the agreed upon

point of export.

ARTICLE X111

BOOKS OF ACCOUNT-ACCOUNTING
AND PAYMENT

(2} EGPC, CONTRACTOR, Operating Company tﬁaﬁ

(7

|

.
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business offices in the AAR.E. books of account, in
accordance with the Accounting Procedure in An-
nex “E” and aocepled accounting . practies genera-
fly used in the petroleurn industry, and such other
books and records a; may be necessary to show the
work performed under this Agreement, including
the amount and v:lue of all. Petroleum produced
and saved hereunder. CONTRACTOR, Owperat-
ing Company and GPC shall keep their books of
account and accoun ing records in United States Dol-
lars. Operating Ccmpany shall furnish to the GOV-
ERNMENT, or iis representative monthly returns
showing the amount of petroleum produced and saved
hereunder. Such returned shall be prepared in the
form required by tte GOVERNMENT, or its repre-
sentative and shall e signed by the General Manager
or by the Assistan: Manager or a duly designated
deputy, and delivered to the  GOVERNMENT or
its representative within thirty (30) days after the
end of the month, covered in the return.

The aforesaid books of account and other books
and records referred to above shall be available at
all reasonable time; for inspection by duly authoriz-
ed representative «f the GOVERNMENT.

CONTRACTOR :shall submit to EGPC a Froiit
and Loss Statemeat for the Calendar Year not
later than March 5 of the followng year to show

its net profit or loss from the petroleum operations |
‘under this Agreement for such year.

CONTRACTOR :hall at the same time subnﬁt a
year-end Balance Sheet for the same Calendar

Year to EGPC.

ARTTICLE X1V
RECORDS, REPORTS AND INSPECTION
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CONTRACTOR and/or  Operatine Company ! Db leptsl cllealls LU A5 200y S, Jadcow s (1)

shall prepare and, at all times while this Agreement
is in force, maintain accuraté and current records of

‘its operations in the Arca hereunder. CONTRA-

CTOR and/or Ciperating Company shall furnish
the GOVERNMIINT or its representative, m con-
formity with applicable regulations or as the GOV-
ERNMENT or its representative may reasonably
require, information and data conceming its opera-
Gons under this Agreement. Operating Company
and GPC will perform the functions indicated in this
‘Articde XIV in accordance with their respective roles

~ as specified in Article V1.

(P)

CONTRACTOR and/or Operating Companv shall
save and keep [or a reasonable period of time
a representative portion of ech sample of cores and
cuttings taken frorn drilling wells, to be disposed of
or forwarded to the GOVERNAMENT or its repres:
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entative in the manner directed by the GOVERN-
MENT. All samples acquired by CONTRACTOR
and/or Operatiny Company dfor its own purpose
-shall be considered available for inspection at any
reasonable time by the GOVERNMENT or 1ts rep-
resentatives. Any such samples which GCONTRA-
CTOR or Operaiing Company has kept for a period
of twelve (12) mcnths without receipt of instructions
to forward them to the GOVERNMENT or its
representatives o elsewhere may be disposed of by
CONTRACTOR or Operating Company at its
discretion.

Unless otherwise agreed to by EGPC, in case of ex-
porting any rocz samples outside A.R.E. samples
‘equivalent in size and quality shall, before such expor-
tation, be delivered to EGPC as representative of
the GOVERNMINT.

(d) Onginals of reco:ds can only be exported with the

(€)

permission of EGPC; provided, however, that ma-
gnetic tapes and any other data which must be pro-
cessed or analyzec outside the A R.E. may be export-
ed if 2 monitor o: a comparable record, if available,
is maintained in the AR.E. and provided that such
exports shall be rzpatriated to A.R.E. on the under-
standing that they belong to EGPC.

During the period CONTRACTOR s conducting
the exploration opertians, CONTRACTOR shall
permit EGPC thiough EGPC’s duly authorized rep-

resentatives or ernployees to have full and complete
access to the Arza at all reasonable times with the

right to obserne the operations being conduc-
ted and to inspeot all assets, records and data

kept by CONTRACTOR. EGPC’s representatve,
in exercising its rights under the preccdmg sentence
' , . - - - N'
of this paragraph. (e), shall not interfere with CO
TRACTOR’s operations. CONTRACGTOR shall
provide EGPC with copies of any and all data ({in-
cluding but not limited to, gcﬂlogicgl and g:enphys-
ical reports, logs and well surveys), information and

interpretation of such data and other nformation mn

CONTRACTOR's possession. All such data and

infc ' 1 identi d shall

information shall be strictly confidential an

not be divulged by EGPU except 10 Affiliated Comr

or by the SOVERNMENT, without the con-
CONTRACTOR white this Agreement

in force. However, for the purpose of ob-
ini ' NMENT may show

taining new offers the GOVER

a?-lly mghcr party geophysical data (but logs mﬂy })y

mutual agrecment) with respect to the Area ad)a-

cent to the area of such new offer.

panies,
sent of

rermains
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ARTI[CLE XV ' { 3 _pis Attt 35011 )

RESPONSIBILITY FOR DAMAGES NNt e 4 gl

| GQNTRAGI'OR sha‘Jl mtil:ely and solely be respons: | g g0 3 Jo0U A0yl A 2ll) s0m- Jylal) e

ble 1 law towards third parties for any damage caused o, D) Cendt U La) doess Bidome |y i (] -' \
by CONTRACTOR’s exploration operations and shall P fHl o 3 "‘"' et Qdomt ) o8 () o o
ndemnify the GOVERMMENT andjor EGPG against | ¥5 ¢ el o] Ladll 5T Lasfodl o gm o ey A
all damages for which they may be held liable on account | od ¢r 61 o s o plnn UG 5 (Y ) 00!

of any such operations. * - Sldaall
J
ARTICLE XVI - ( 5 pie dusaluadt SaLAY)
PRIVILEGES OF GOVERNMENT REPRESENTA- :
. : don foadl  Jlan O e
TIVES ) 7

Duly authonzed representatives of the GOVERN- oW 3§ Gad) b Loy 547 (b gall A ySnl) A2l
“IENT shall have access to the Area covered by this | 1 Slleal) adlya Jhy 40310590 o § auir oo dsazll I
dgreement and to the operations conducted thereon. | oy, ., 555 ami eafld) sY3540 Lo ]
Juch representative may examine the books, registers N ""m D > NERTN ol
and records of EGPC, CONTRACTOR and Operating | *o71s lebealls W01 &2, JyUlls 4l DUl
C{}m?a.ny and make a reasonable number of surveys, | i 0 ol lad s Oloas S ekl Sldas o J gias 3t
drawings and tests for the purpose of enforcing this Agree- | el ¢ s Y s O . iswun de sy
raent., They shall, for this purpose, be entitled to make | S o, S S ﬁ e T
reasonable use of the machinery and mstruments of Sldaally LU &5 2ty Syl Shpaly YT sloates
CONTRACTOR or Operating Company on the condi- | 3 Jmi¥) Vs n ns 3 Doty Y ghae Fanio
Tion that no danger or irapediment to the operations here- | "7, . 4 o L T B
under shall arise directly or indirectly from such use. | <ot ol Sronf 5l k> ¢ N
ggﬁi\é%%I‘éMENg shall indemnify and reimburse | 4L & 201 o1 Jalall a0 gat da Sl 407 a3 laft e dn

ON or Operating Company for any lossor { | . . g D . )
damage which may inﬂfact :ﬁiult frc?m j-{aﬂy suc{l use of | o u'b of Bl &} Pl 4 3y Llaall
said machinery and irstruments. Such representatives | (Jes o &1V, SN Sazs W s Jia e dab Ou>
shall be given reasonable assistance by the agents and] . v weny e s wr v _
enplovees of CONTRACTOR or O}I’)eu'atingg Company | oo Seleall LU 4 ‘."' S Cad Y2 e
so that none of their activities shall endanger or hinder | wgbloti a ais ¥ Coom ppliall sV 54 donr LY Bab
the safety or efficiency of the operations. CONTRACG- | o ) e i1 01 Gls, il G gw 5 i
[OR or Operating Company shall offer such representa- st ol pdas W S S G5 9} Ja>
tives all privileges and facilities accorded to its own em-~ | Gt yLI I AU il Y5 Ol leall At 45 2

ovees in the field and shall provide them, free of charge, . : o e o .
ﬁleyuseof reasonable of fice SPEc_e and of adepuately futii- Yyian U Ul o) by Jimd) 3 et 5l L,...u.. ol
shed housing while they are in the field for the purpose | aut 3y JKis 8% Flowas pdlenta Wil b
of facilitating the objectives of this Article. Any and all |~ o L
information obtained by the GOVERNMENT or its | *—* o > gl (Gioms et (5 g8 Jadl g pR A1
representatives under this Article XVT shall be kept con- lamd Claglan 1 W LT LB G ¥, . sal
fidential with respect to the Area and shall not be dis- M g YT SR Ao B - T
closed during the term of this Agreement without the | o3 Lty oo ST ALY ode gaties L glien 51 4 S
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ARTICLE XVII ] - - (ke dat st

EMPLOYMENT RIGHTS AND TRAINING OF | 4wss¥ sar Sope? SN B iy piadil 9
ARAB REPUBLIC OF EGYPT PERSONNEL ,
(@) It is the desire f ECPC: and CONTRACTOR that | edw § gt g Sledeall (5 5 ol d sty Ldt it g (1
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"CONTRACTOR and Operating

ninl— l—

(1) The expatriate administrative, professional and
technical personnel employed by CONTRAQC-
TOR or Operatnig Company and the personnel
D:f Its contracjors for the conduct of the opera-
tions - hereurder, shall be granted the special
residence as provided for in paragraph E of
Article 18 of Law No. 89 of 1960 as now amend-
ed and the work permit for aliens as provided
for in the Mlinisterial Order No. 9 of 1963 as
now amended without prejudice to the AR.E.
laws and regulations relating to public policy
or public security.

A munimun of twenty-five {25) parceant of the
combined szlaries and wages of the expatriate

administrative, professional
somnel employed by CONTRACTOR or Opera-
ting Company shall be paid monthly in Egyptian |
Currency, On final repatriation such per-
sonnel shall have the right to remit abroad in
U.S. Dollars or other currencies the unused por-
tion of Egyptian currenicy In  excess of twenty-
five {25) percent of such personnel’s salary.
CONTRACTCR and Operating - Company shall
each select its employees. and deternune the number
thereof, to be used for operations hereunder.

CONTRACTCR shall after consultation with

EGPC, prepare and carry out specialized tratning
programs for ail its AR.E. employees engaged in

operations  heveunder with respect 10 applicable
aspects of the petrolenm industry. CONTRACTOR
and Operating Company will undertake to replace |
gradually their non-executive expatrate staffs by
qualified nationals as they are available.

During the period when CONTRACTOR is conduc-
ting Exploration, CONTRACTOR shall give
mmtually agreed numbers of EGPC empioyees an |
opportunity to attend and participate i CONTRA-
CTOR's and CONTRACTOR’s affiliate traming
programs relating to exploration and development

operations. .

ARTICLE XVIil .

LAWS AND REGULATIONS '

Company shall be

' ’ icle 37
ubiect to Law No. 66 of 1953 (excluding Artic

ihe:lreﬂf} as arnended by Law No. 86 of 1956 and the

regulations issued for the implementation t‘he:.rmf, ns-
cluding the regulations for the safe and efficient per-

tormance of operations carried out for the execution
of this Aereement and for the conservation of the pe-
resources of the AR.E, provided that no e
op or interpretation thereof shalt |
inconsistent with the provisions

(2)

trolcum
gulations, medificats
be contrary o OfF
of this Agreement.

and technical per |
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(b) EGPC and GONTRACTOR shall be exempted from

(d)

all taxcs, except as provided in Article I paragraph
(f) for income taxts, with respect to the extracting,
producing, exporting or transporting of Petroleum
hereunder. CONTRACTOR shall also be exemptec
from any tax on capital.

The nghts and oblijgations of EGPC and CONTRAC-
TOR under, and for the effective term of this Agr-
eement, shall be governed by and in accordance with
the provisions of this Agreement -and can only be
altered or amended by the mutual agreement of the
said contracting parties.

l

The contractors aad sub-contractors of CONTRAC-

TOR and Operaing Company shall be subject to
the provisions of this Agreement which affect them;
they shall also be sibject to all regulations which are

duly 1ssued by the COVERNMENT from time to tine
and which are not inconsistent with this Agreement.

ARTICLE XIX
RIGHT (OF REQUISITION

In case of national 2mergency due to war of imminent
expectation of war or internal causes, the GOVERN-
MENT may requisition all or a part of the produc-
tion from the Arez obtained hereander and require
Operating Compary to increase such production to
the
MENT may also requsition the oil field itself and, if
necessary, related ficthities. |

In all the cases, such requsition shall not be effected
except after mviting EGPC and CONTRACTOR or
their representative by registered letter, with acknow-
ledgement of receipt, to express their view with re-
spect to such requis tion.

The requisition of production shall be effected by
Ministerial Order. Any requisition of an oil field
itself, or any related facilities shall be effected by a
Presidential Decree duly notified to EGPG and CON-
TRACTOR. ' |

In the event of any requisition as provided above, the
GOVERNMENT shall indemnify in full EGPC and
CONTRACTOR for the period during which the re-
quisition is maintained, including : -

(1) All damages which result from such requisition ;

(2) Full payment zach month for all Pctroleum ex-
tracted by the GOVERNMENT less the royalty
share of such roduction ; and -

(3) Other obligaiions of CONTRACTOR aund

EGPC hereuncer.

utmost possibtle maximum. The GOVERN- |

l
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tack 1s not witlin the meaning of this sub-para-
graph {d). Payment hereunder shall be made to

CONTRACTCR mn U.S. Dallars remittable
abroad. The price paid to CGONTRACTOR

for Petroleumn taken shall be calculated in accor- _

dance with Article VII paragraph (c.)

ARTICLE XX
ASHIGNMENT

(2) Neither EGPG nor CONTRACTOR mmay assign o
a person, firm or ccrporation not a party hereto, in
whole or in part, any of its rights, priviieges, duties
or obligations under this Agreement without the writ-
ten consent of the GOVERNMENT. However,
CONTRACTOR shall be free to assign its rights, pri-
vileges, duties and obligations under this Agresment

without any consert to assignees which are Afliliat-
ed Companies of (XONTRACTOR.

(b) In the event that JLGPC or CONTRACTOR wishes

to assign, in whole or in part, any of its rights, privile-

© ges, duties or obligations hereunder as aforesaid, the

written consent théreto of the GOVERNMENT shal]

not be arbitrarily vrithheld. To enable consideration

to be given to any request for such consent, the follow-
ing conditions mus: be fulfilled :

(1) The obligaticas of the assignor deriving from
this Agreemert must have been duly fulfiilt:d as
of the date such request is made ;

The proposed assignee or assignees must produce
reasonable evidence to the GOVERNMENT ut
its or their firancial and technmical competence ;

and

(2)

(3)
visions stating precisely that the assignee is bound ;

by all covenarits contained in this Agreement and |

any modifications or additions in writing which :

up to such tune may have been made. A draft
of such instrument of assignment shall be sub-

mitted to the GOVERNMENT for review anil

approval befcre being formally executed.

Every executed and delivered instrument of assign-
ment assigning any of the rights, privileges, duties or
obligations hereurder of EGPC or CONTRACTOR
shall be submitted to the GOVERNMENT within
thirty (30) days alter the GOVERNMENT approves
the assignment, fcr registration in 1S registers.

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

taxes, charges or fees.

(d)

The mstrument of assignment must include pro-
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(a)

(b)

ARTICLE XXI

"REACH OF AGREEMENT AND POWER
TO CANCEL

The GOVERNMENT shall have the right io cancel
this Agreement by Order or Presidential Decree, with

respect to CONTRACTOR, m the following 1nstan-

CEs .

(1) If it knowingly has subrmitted any false state-

ments to the GOVERNMENT which were of a
material consic eration for the execution of this

Agreement ;
(2) If it assigns any interest hereunder contrary to the
provisions of Aticle XX hereof ;
(3) 1f it adjudicated bankrput by a court of com-
petent jurisdiction;
If it does not comply with any final decision rea-
ched as the result of court proceedings, conducted
under Article > XIII paragraph (a) hereunder

(4)

If it intentionally extracts any mineral other than
Petroleum not authorized by this Agreement or
without the authority of the GOVERNMENT
except such extractions as may be unavoidable as
the result of op:rations conducted hereunder 1n
accordance with accepted petroleum industry
practice and which shall be notified to the GOV-
ERNMENT or its representative as soon as pos-
sibie :; and |

If it commits any material breach of this Agrce-
ment or of the drovisions of Law No. 66 of 1953;
as amended by Law No. 86 of 1956, which do
not expressly contradict the provisions of this

Agreement.

(5)

(6)

1f the GOVERNMIINT deems that one of the alore-
said causes (other than a force majeure cause referred
to in Article XXII Fereof) exists to cancel this Agree-
ment, the GOVERIVMENT shall give CONTRAC-
TOR ninety (90} days written notice personally served
on CONTRACTOR’s General Manager in the legally
official manner and receipt of which is acknowledged.
by him or by his legal agents, to remedy and remove
such causes; but if for any reason such service 1s Impos-
sible due to unnotificd change of address, publicaticn
in the Official Journal of the GOVERNMENT ot
<uch notice shall be vonsidered as validly served upon
CONTRACTOR. [f at the end of the saxd ninety
(90) days notice period such cause has not been re-
edied and removed, this Agreement may be cancel-
led forthwith by Order or Presidential Decree as afore-
sald, provided, however, that if such cause, or the fail-
ure to remedy or remove such cause, results from any

k
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act or omussion of cne party, cancellation of this Agree-
ment shall be effective only as against that party and
1ot as agamnst the other parties hereto.

without prejudice to Arucle VIII, CONTRACTOR
shall be allowed to remove their belongings from the
Area of any lecase cancelled hereunder after settiing

all clamms due to the GOVERNMENT.

ARTICLE XXIJ
FORCE MAJEURE

Ihe non-performance or delay in performance by
EGPC and CONTRACTOR, or either of them, of any
obligation under this Agreement shall be excused if,
and to the extent that, such non-performance or delay
15 caused by force majeure. The period of any such
non-performance or delay, together with such period
as may be necesscry for the restoration of any damage

- done during such delay, shall be added to the time |

given 1n this Agrecment {or the performance of such
obligation and fcr the performance of any obligation
dependent thereom and consequently, to the term of
thas Agreement, out only with respect to the block or

blocks affected.

“Force Majeure”, within the meaning of this Article
X X11, shall be a:ny order, regulation or direction of tic
GOVERNMENT or the Government of the United
States of America with respect to CONTRACTOR
whether promul zated in the form of a law or other-
wise, or any act of God, insurrection, not, war, strike,
and other labor disturbances, fires, floods or any other
cause not duc to the fault or negligence of EGPC or
CONTRCTOR or eithcr of them, whether or not
similar to the foregoing provided that any such cawse
is beyond the reasonable control of EGPC and CON-

TRACTOR, or either of them.

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

1f the force majeure event occurs during the initial
exploration period or any extension thereof and con-
tinues in effect for a period of two (2) years, CON-

TRACTOR shall have the option upon ninety (90)
days prior wriiten notice to EGPC to ®rminate this

Agreement without further Hability of any kind and,
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if still in force, th: Guaranty contained in Annex I; WAl LAY peeeay

“C” hereto, shall be automatically cancelled and E

ARTICLE XXII1
DISPUTES AND ARBITRATION

' EGPG shall so notify the Bank to release the Guaranty. :

¥4

WU Jamild ol JUke () 3l
L obeall AJY L) Uesb AL oyl

(O3 paalty &L BoL) )

(a) Any dispute arising between the GOVERNMENT | sie o s Gheo 3ibYy Lo fodb on Lol g5 @ (1)

and the parties hereto with respect to the interpreta- |
tion, application or execution of this Agreement, shall !

be referred to the jurisdiction of the appropriate

" ARE. Courts aud shall be finallv settled by such

()

(<)

(t)

CcOurts.

Any dispute arising between CONTRACTOR and
EGPC in connection with the present Agreement shall
be finally settled by arbitranon. The arbitration shall
be held in Stockholm, Sweden, and conducted n ac-
cordance with the Rules of Conciliation and Arbitra-
tion of the International Chamber of Cornmerce.  In
the event of no p:ovisions being made in these Rules
in certain cases, :he Arbitrators shall establish their

- own procedures.

The arbitration shall be initiated by ecither party
giving notice to tae other party that it elects to refer

the dispute to arbitration and that such party (herein- |

after referred to as the “First Party”) has appointer
an Arbitrator who shall be identified in said notice,
The other party (hereinafter referred to as the “Se-
cond Party’’), wi hin fifteen (15) days, shall notify
First Party in wr ting, identifying the Arbitrator that
it has selected.

If the Second FParty docs not appoint its Arbitrator
as aforesaid, the First Party shall have the right to
apply to the Cou -t of Arbitration of the International
Chamber of Commecree to appoint a second arbitrator.
The two arbitrators shall, within thirty {(30) days,
select a third Artitrator, failing which the third Arbi-
trator shall be appointed by the Court of Arbitration
of the Internaticnal Chamber of Commerce at the
request of either party. |

'The third Arbitiator nmwust be a citizen of a country
other than the AR E. or the United States of America
and a country which has diplomatic relations with
both the A.R.E. and the United States of Amecrica
and shall have 1o economic interest in the oil busi-

ness of the AR.E. or the United States of America
nor the signatorizs hereto.

Th:a'parties shai!l extend to the Arbitration Board all
facilities (includirg access to the petroleum operations)

for ohtaining any information required for the proper
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(2)

(h)

(i)
f)

(i)

(b)

determination of th: dispute. The absence or defauit
of any party to the arbitration shalf not be permitted
to prevent or hinder the arbitration procedure in any
or all of 115 stages.

Pending the decision or award, the operations or ac-
tivities which have given rise to the arbitration need
not -be discontinued. In the event the decision or
award recognizes that the complaint was justified,
provision may be inmade therin for such reparation as
may appropnately be made in favor of the com-
plainant.

Judgement in the award rendered may be éntered in
any Court having jurisdiction and application may
be made in such Court for a judicial acceptance of

the award and an order of enforcement, as the case

may be,

The parties desire that wherever appropnate, decis-
ions and awards shall specify a time for compliance
therewith.

The provisions of this agreement relating to arbitra-
tion shall continuc: in force notwithstanding the term-
mation of this ag-eement.

PRINCIPLES CF GOODWILT, - The signatories
base their relations with respect to the agreement on
the principles of goodwill and good faith. Taking
into account their different nationalities, this Agree-
ment for such ahitration shall be given effect and
shalt be interpreted and applied in conformity with
princinles of law common to the AR.E. and the
Tnited States of America and i the absence of such
commeon orincipl=s, then in conformity with the prin-
ciples of law nor mally recognized by civiﬁzcd nati?:;;
n ceneral. inciading those which have been applied
by Tntermnational Tribunals, :

ARTTCLE XXV
STATUS OF PARTTES

The richis. dutirs. nhlisations and liabilities in rtstjc?t
of FGPC 2nd (CCONTRACTOR hercunder shall be
ceveral and not joint or rollective, it being undm‘st?nd
chat this Agreement shall not br. construed as cnf!shtu-
ting an association or corporation or partnership:

| ' ' . he
CONTRACTOR shalt he subject to t!m Taws of ¢
ate of Delaware. US.A.. regarding us tegal status

nr Cr .
holding and ownership.

CONTRACTOR s shares of (:apit?! w’hfcﬁ are ﬂ;ﬁg
ely held abroad shall not he neg'ot:lablt n t‘hﬂ. ARE.
TS0 ane he offered for public subseription nor

~ntion. orgznization, charter and by-Taws, share- |
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shall they be subject to the stamp tax on capital share
nor any tax or cuty in the AR.E. CONTRACTOR
shall be exempted from the application of Law No.

26 of 1954 as amended, and from Law No. 9 of 1964, |

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFA ZTURED MATERIAL '

CONTRACTOR or Operating Company, as the case
may be, and their cecntractor shall: :

(a}) Give priority to local contractors as long as their pri-
ces and performance are comparable with internati-
onal prices and performance.

CONTRACTOL. and Operating Company shall, how-
ever, subject to the preceding sentence, be exempted
from the provisions of Presidential Decree No 1868

of 1974 as amended.

Give preferrence to locally manufactured material,
equipment, machinery and consumables so long as
their quality and timc of delivery are comparable to
mnternationally available materials, equipment machi-
nery and consumable. However, such material, equ-
ipment, machinery and Consumbles may be imported

~ for operations coducted hereunder if the local price
of such items at CONTRACTOR’s or Openating
Company’s operating base in A.R.E, is more than ten
(10) percent higher than the price of such imported
items before customs duties, but after transportation
and insurance costs have been added.

(b)

ARTICLE XXVI
ARABIC TEXT

The Arabic version of this Agreement shall, before the
Courts of A.R.E., be referred to in construlng or interpre-
ting this Agreement; provided, however, that in any arbi-
tration pursuant to Article XXIIT herein between EGPC
and CONTRACTOR the English version shall also be
used to construe or inerpret this Agreement.

ARTICLE XXVII
GAS

If Gas is produced or is capable of being produced
from the Area, EGPC ind CONTRACTOR shall in good
faith study all possible coonomic alternative for its use and
decide on the best alteriative for EGPG and CONTRAC-
TOR jointly. While study and work to be done continue
and until such time as agreement is reached with respect
to such Gas, this Agreement shall continue m effect with
respect to such Gas  hut in no event more than
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two (Z2) years after the six-year exploration per-
iod, within which twovyear perod CONTRACTOR
may give notice of Commercial Discovery. In the event
no commercial production of Gas in a liquid or solid state
(either directly or as a processed product) for export out-
side the A.R.E. is established from any entire 6’ x 6’ block
or blocks in which a Commercial Discovery of Gas is
made within six (6) years from the date of such Commer-
cial Discovery of Gas, the relevant block or blocks shall be
surrendered. However, such six-year period may be ex-
tended if actual circuristances justify such an extension
the reasonable opmiort of the partes hereto. Subject w0
. Article I1I {¢) produot on sharing principles of Article VII
shall apply to associated and non-associated gas 1if sold for
export in a fiquid or solid state and not used in operation
flared or reinjected. The costs and expenses in the field
of producing non-assaciated gas shall be recovered m ac-
cordance with the (Cost Retovery principles of Article
VII. However, any ‘Gas not exported outside the A.R.E.
in liquid or solid sta'e (either directly or as a processed
product} or not used in operations (including re-injectian)
shall remain the property of the AR E. and be at the free
disposal of EGPC at no cost. Any project for the use of
such non-exported Gas shall be at EGPC’s sole cost and
expense. In the case of non-exported associated gas,
costs borne by EGP(C shall include all costs and expenses
downstream from the separator: In the case of non-ex-
ported, non-associated gas, such costs borne by EGPC shall
include all costs and expenses other than the exploration
cost related to the ciscovery of the gas well or wells.
Under no circumstaices will CONTRACTOR be res-
ponsible for or bear any costs and expenses for utilization

of Gas within the A R.E.
ARTICLE XXVIII

SUDR. ASL, MATARMA MINING LEASES

The areas of the Sudr, Asl, and Matarma petroleum
mining leases are shown in  Annex B, but are the subject
of separate lease agreements, These three lease areas are
not affected by this Agreement, except as follows :

(a) CONTRACTOR may explore in these arcas.

(b CONTRACTOR may drill one or more explora-

tion wells in accordance with Article IV (b).

() Any development and production pursvant to dis-
coveries maife on said areas in acoordance with (b)
above shall remain under the terms of the afore-
mentioned teparate lease agreements. In the event
CONTRACTOR drills one or more exploration
wells, the following will apply :

i If such ‘well {or wells) do not result in a Comy-
mercial Discovery, the costs incurred therefor
will be recoverable from any production from
the Arca under this Agreement m accordance
with Article VIT, without any obligation on the

part of GPC.
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It such well ‘or wells) do result in a Commer-
elal D:sceverr such costs shall be treated as

costs  of Sudr, Asl and Matarma operations
contnibuted by CONTRACTOR’s  Affiliated
Company, Mobil Oil Egypt S/A.A:, under the
terms of the applicable petrolenm mining
leases.

CONTRACTOR ({directly or through an Affilia-

ted Cﬂmpany) shall make an expenditure in the oil
ficlds 1n said areas in accordance with Article IX

(b).

The parties undertake to obtain the consent of
their respective interested Affiliated Companies to
the provisions of this ‘Article XXVIII (a), (b), {r)
and (d) above w thout further consideration and
agree the imitial tenm of said leases shall be rene-
wable upon expiration, for a further perlod of fif-
teen years.

(e)

The parties agrce the provisions of this Article
XXVTII shail not give rise to the imposition of any
Egyptian taxes or: any of the parties or their respec-
tive interested A:'filiated Companies as a result of
the provisions of Article XXVIII other than the
normal income tz xes arising from any production.

(f)

ARTICLE XXTX
(tENERAL

The headings or title; to each of the Articles of this
Agreement arc solely fcr the convenience of the parties
hereto and shall not be used with respect to the interpre-
tation or construction of said Articles. |

ARTTCLE XXX
APPROVAL OF THE ARFE

This Agreement shall not be hinding upon any of thz
parties hereto unless anc! unti! a law is issued by the com-
petent authorities of the ARE. authenzme the Mnister
of Industry, Petroleum and Mining fo sign said Agree-
ment and giving this Ajrreement full force and effect of
law notwithstanding any eeuntewarlmu: government enact-
ment. and the Apreement is sioned bv the  GOVERN-
MENT. EGPC GPC and CONTRACTOR.

ARTICLE XXXI1
ASSIGNMENT TO GPC.

Without preiudice to 1,GP(C’s rights as representative of
the GOVERNMENT, 1.GPC, in its capacity as conces-
don holder under this Agreement, assigns to GPG all
EGPC’s economic intere;ts under this Agreement. How-

ever, such assignment shall not include the following

it By, ¢ STl ol el oMt (5

R

Uoboos GLASST { LU L) 500 wlid i 351 o ¥

) SRR S WP | BN AP i S -YS ST NN | ING VS ks

U oy dobedl Lol 3 o Y A,

Lol Ly 4o e Leabs G2 a5 ar st o o
- e aladl g 54

SUAN {4l &3 5 b oo o 3,2k ) Gl 005 ()
SIS FWRL | FR rli::-q‘,\' Ll 2, ) 3bld) 8 J it 3

N Wl LolS o d@ilgn de Jaandb O W dgau ()

s (1) o p2ally Ll S5 Y odn piSat Lo oY) Lgap

) 3 (=) s (W)

TIPSV N | GENVINSL FEU I JVPUSS DY, (BTN (EEVRTY
cWPlaRt we ¢ 3T L (Vo)

a8y sal l) slie rlS'._=-1 TEE A AP WA A P
St ole L pall SAAN o 2 25 61 350 (N g2t
pBo-t Ao I-‘)'I g A L) gt 2 _,‘l i) LY .
A{JLJJ‘ J.:-.IJ! v ps Ve Lo oy Jfalby UN ul.._ll
N A TR H)

( )

( 09 rnadlg danolh Eolud) )
Sl gns

AWM oda MNgs 0 B3l I GGyl L slall Claac)
o] dio g F feanad Yy WSV G bY s
' v :ﬂh_,“ I'J.h U’_-’& jt

{ OaP B2t L))
(s o) dag> Slais

o1 s sdear Ju Lot bl o Y Tajle LSWHT s de o 5 Y
_.r_’..-JJ Jado g cpem) 3 anill Gl ) e 050 ke
da Jdaws ASUWY s de e a3 ety Lhially Oy 2
e gl e Ge Rl Lab e fly O plalt 3,3 Al L
Lo Sl a L3 ke 25 sy (popep) G Ul Bile (08
o Jdatdlly g, 2l Ll A a0, A,

( ON 9 LBt BaLLY )
J3yl) daladi L Jin
gt pU ¢ T Sl Mo Lemias 201 5o Y&V p2e e
Aot AWM sde | paZaw ri__;:hﬂ dore e Aol Lemias
saTEe Al LAY pllall g oo s ol Tl B 20
b L e Y skt e of e L AW ode



41 | | \\Ya'ﬁll—-*,n‘—'ﬂ_\i:j(.:_,gﬁ)f saall A éaf_J?Jﬁ ¢ 4

(a) Signature and production bonuses pursuant to Arti- | . L3WW eds e Al Balall Gy 2 t5YYy ad gdh | 1y
cle IX of this Agreement | | _ ‘ "
(b) The Le:ter of Guaranty referred to in Article 1} edadio) Gallly ALV 5oL 3 adt Sl placall s {2)
and Anney “C” of this Agreement ; and ' . Al
| (c) The wrght of approval with respect to Ex.plﬂl'zitji?ﬂ g ledt tadl a5 Yy coad) penl p e il G (=)
Work P-ograms and Budgets referred to in Article WY odm e A 31 531N
TV of this Agreement. - |
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Annex A”

SUDR ONSHORE CONCESSION AGREEMENT
DESCF.IPTION OF THE AREA

Annex “B” is a provisional illustrative map of the scale
i : 500,000 including the area covered and affected by

this Agreement.

This area measures approximately 1,000 kms® and 1s
composed of ail or part of 23 blocks, each complete block
of which is six (6) riinutes latitude by six (6) minutes long-
itude, approx. on: hundred (100) kms® of surface area,

more or less.

It is to be noted that the delineation lines of the mdi-
vidual exploration blocks in Annex “B” are intended to
be, only illustrative and provisional and do not show accu-
rately their position in relation to =xisting monuments and
geographical featurzs. -

The area is bounded by a group of straight lines, except
where the high tide water line of the eastern shore of the
Gulf of Suez is composing the conmection between any two

points therein.

Coordinates of the comer points of the area are given in
the following table, which forms an integral part of this

Annex “A”.

The areas of the Sudr, Asl and Matarma Petroleun
Mining Leases as cescribed in this Annex “A” and shown
approximately on fAnnex “B” are excluded from the Area,
o accordance witli  Article XXVIIL. Each of the 3
Petroleurn Mining Lease areas is rectangular and 1s boun-
ded by straight lines connecting the four corner ponts,
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the coordinates of which are listed in the following table |
captioned “SUDRE, ASL AND MATARMA PETROL-!

FEUM MINING LEASES.”
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ANNEX “A’ — .y ( I ) Lbnlu
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IPETROLEUM AGREEMENT Js *'"

LJ'-—.—I
BETWEEN
A RE., EGPC, GPC & MOBII Jo 3oy Jyi LA, :Li*-—“; (g -¢ C,)
I R
IN SUDR AREA J 3

— - L ——————pep e e — e — e ——— ——

P;Et La‘litﬁdt N. I.r.ngitudé E.: Due ! Remarks s . L doie {hf:' d_,'b [ ri.)
| | 299 427 00" | 33° 03’ 00" {Southto point 2 I"-'l I i e \
4 | — 130 03’ 00" | Along side the| At the intm]'nsegc}; _L,. d,l.o Hers |.Ll1.!v- .__.L;l;‘- v

high tide water| tion or hi i
\ line of the eas-] tide water line "‘—"‘]*"“ 'L‘H "'L}’ LA 'L'“‘"‘
| tern shore of| of the eastern | .3 _),._..II s biad c.U- g _,..._.J‘
the Gulf of] shore of the
Suez to point. | Gulf of Suecz U'"J'JI CJ‘L LS"L)"!-?'_"J
with Long 33° | J }_b.ll ,h;‘. N A
3 " 00" E.
0 b B Kol r . N 1
3 1 29¢ 42’ 00 — East to point 4] At the intersec- da5- C\fl“ A £ ﬁMU'H' ~ BERIECEREERY I 6 N 4 SR N )
tion of the high | 1JLall oL
tide water line | - .p . 1.
of the eastern d.)"‘“““{.d-LL‘"U
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Gulf of Suer u::‘_.? | F_:i
with Lat, 29° u‘;rd ,
h 42’ 00" N. Ve v s v’
4 | 29° 422 00" | 32 48’ 00" |Northtopoint5 oakeadl VW] vy Tea "ol ¥4 Tev o]
-t . - a1 ; » o #
5 | 29° 45' 00" | 32° 48’ 00" |East to point 6 1@!._}[\0_,4 YY FA o] Y4 ‘sa "] o
) ) wl o Q - # o / 7
6 | 29° 45’ 00" | 32° 51’ 00" |Southto point 7 valeidl JJL y| v oy vq ‘1o ool v
7 | 29° 427 00" | 32° 51" ®0° E:;titcip?;u:tha] il UG 2 Y oy T va ey S| Y
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ANNEX" A" — 3

SUDR, ASL, ANDD MATARMA PETROI EUM
| MENING LEASES

r
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ASL. . . .

MATARMA
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ANNEX "G | (%) .,_xm
LETTERX OF GUARANTY Ol O3,
| Cairo , 197 1YY 3 o el
LETTER OF GUARANTY NO. o Oled llas
EGYPTIAN GENERAL PETROLEUM CORPORA- Ja el dalad) & paly dgh

TION

(entlemen,,

The Undersigned, Bank of Alexandria, Cairo, as Guara-
ator, hereby guarante:s to the Egyptian General Petro-
leum Corporation (hereinafter referred to as “EGPUY) to
the limit of two and 2 half million (2,500,000) Dellars
U.S. currency the performance by MOBIL PRODUC-
ING SUDR INC. (hereinafter referred to as “CONTRA-
CTOR™ of its obligations required for exploration opera-
tions to spend a minimum of two and a half milhon
(2,500,000) U S. Dollars during the initial two (2) years of
the exploration periocl under Article IV of that certain
Concession Agreement (hereinafter referred 10 as the “Ag-
reement”) covering that Area described in Annexes “A
and “B” of said Agrecment, by and among the Arab Re-
public of Egypt (here nafter referred to as “AR.E.”),
FEGPC, GPC and CCNTRACTOR, dated. a

It is understood thet this Guaranty and the liability of
the Guarantor hereunder shall be reduced quarterly, dur-
ing the period of expenditure of said two and a half mil-
lion (2,500,000) U.S. Dollars by the amount of money ¢x-

pended by CONTRACTOR for such exploration opera-
tions during each such quarter. Each such reduction

shall be established by the joint written statement of EGPG
and CONTRACTOR.

In the event of a claim by EGPC of non-performance

or surrender of the Agreement on the part of CONTRA- |

CTOR prior to the fulfillment of said minimum expendi-
ture obligation wmder Article IV of the Agreement, there
shall be no Liability on the undersigned Guarantor for pay-
ment to EGPC unless and until such liability has been
established by written statement of EGPG setting forth the
amount due under the Agreement.

It is a further condition of this Letter of Guaranty
that : |

(1) This Letter of Guaranty vill become available
only provided that the Guarantor will have been
informed in writing by CONTRACTOR and
EGPC that tte Agreement among CONTRAC-
TOR, ARE., EGPC and GPC has become effec-
tive according to its terms, and said Guaranty shall
become effective on the Effective Date of said

Agreement.
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() This Lette: of Guaranty shall, in any event, auto-
matically expure:
(a) tow (:) years and six (6) months after the date |« b sl fu )5 n Jged (1) @y () oo dms (1)
it becomes effective, or '
at such time as the total of the amountsshown | pf WLV 3 5,, SU ALl p oo e Ladie ()
on quarterly joint statements of EGPC and | Lad Lyt JHLl, ) i 2k & 220l & ai
CONTRACTOR. equals or exceeds the amount o QU3 op dup oT BLAYL @) IO s
of said minimum expenditure obligation, © Geed kil
whichever is eardlier. | )

(b)

(3) (:hnsequmltly, ané claimy in respect thirheaf s}ibul.g OJ.L..aJi A of cow Gl Ve 3 . Wl oL Sy v
be made to the Guarantor prior to either of sai U e N L pleal ol o1 o) ™ U <! g

expiration date at the latest aocompanied by ol ' ' _‘
EGPC’s written statement, setting forth the am- | *2¥2 Oy Gl aldb ddoioy Lot (e yir )50

ount of uaderexpenditure by CGONTRACTOR to

the effect that:
(a) CONTRACTOR has failed to perform its exp-{ , jn 5 un S0l G il au) il s . .
penditure obligations referred to in this Gua G AR el 4l UL G r" dj&#* (1)
ranty’, and 2

b CONTRACTOR has failed to pay the expen- . . o -
R dinure deficiency to EGPC. | el Tl rall G ¢ gl piy b o 5l o ()
!

we dEd;arl? that on 1ssung t.his GL}M&HW wo dld not A Ul ) ‘{',J-t-'_'u > el I..l wiaiall ol St ol LG et
exceed the limit of total guaranties which we are entitled | G e A js S o pas nlks) L =

to issue as per Ministry of Economy’s letter No. o>
dated 107. | r
Please retum to us this Letter of Guaranty in the | o 3y 10 . ;1 €Ll e pleal) et el o

event it does not become effective. or upon the expiry &= L“"‘Jﬂ . _‘GL |
date. N

Yours faithfully, :

For -the Bank of Alexandra PRI U

Accountant Manager PO
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ANNEX D"

CHARTER OF
SUDR PETROLEUM COMPANY

ARICLE 1

A jomt stock company having the nationality of the
ARAB REPUBLIC OF EGYPT (hercinafter variously
referred to as AR, or as the "GOVERNMENT™)
shall be formmed with the authorization of the GOVERN-
MEN'L 1n accorunnce: with the provistons of the Agireement
referred to below anid of this Charter.

The Company shall be subject w0 all laws and reg- |
ulations in force in the AR.L., to the extent that such
laws and regulations are not inconsistent with the prowvi-
sions of thas Charter znd the agreement veferred to below.

ARTICLE II

'he name of the Company is Sudr Petroleum Com-
pany (heremafter referred to as "SUDR”). .

ARTIGLE III
The Head Offive of SUDR shail be ™ the ARFE
4 Cairo,
ARTICLE IV

‘The abject of SUDR is to act as the agency through
which the Egyptian (eneral Petroleum Corporation (her-
einafter referred to as "EGPC) and MORBEL PRODUC-
INC SUDR INC. (heremiafier referved tn as "CONTR-
ACTOR™) carry out and conduct the rlrvrlﬂpmtnt opera-
tions required in accordance with the prm isions of the
Agreement signed on the 20¢A fny of Yebruary,
1978 by and among the AR.E:, EGPC, Gennral Petroleum
Company and CONTRACTOR covering petroleum op-
erations in the Sudr Arca described therein heremafter
the “Agreement”).

SUDR shall also e the agency (o carvy out and con-
duct exploration operations after the date of Commercial
Discovery pursuant 13 CONTRACTOR’s work Program
ind Budgcet approved in accordance with the Agreement.

SUDR shall keep account of all costs, expenses and |
xpenditures for such operations under the terms of the
Agreement and Annex "E” thereto.

i

SUDR shall not engage in any business or wndertake §
ny activity beyond the performance of snid encrations, |
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ARTICLE V

The authoriz:=d capital of S[]'TDR 1s twenty thousand
pounds Egyptian 'L.E. 20,000) divided wnto five 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. -

EGPC and CONTRACTOR shall each pay for,
hold and own, tbroughout the fife of SUDR referred tw
above one-half (1/2) of the capital stock of SUDR provi-
ded that only in tae event that exther party should transfer
or assign all its rights, title or interest in the entirety of the

Agreement, may such transferring or assigning party trans- |

fer or assign any of the capital stock of SUDR and, in that

event, such transferring or assigning party (and 1ts succes-
sors and assigns) must transfer and assign a stock interest

in SUDR equal to the transterred or assigned percentage
of ownership interest in the entirety of the Agreement.

ARTICLE VI

SUDR shall not own any right, title, interest or cstate n
or under the Agreement or in any development lease cre-

ated thereunder or in any of thc petroleum produoed
from any exploration block or development lease
area thereunder or in any of the assets, equipment  Or
other property obtained or used In connection therewith,
and shall not be obligated as a principal for the | inancing
or performance cf any of the duties or obligatons of either
£GPC or CONTRATOR under the Agreement. SUDR
<hall not make any profit from any source whatever.

ARTICLE VII

SUDR shal. be no more than an agent for EGPG
and CONTRACTOR, whenever it is indicated herein
dmt SUDR shal decide, take action or make proposal
and the like, it is understood that such decision or judge-
" ment is the resu't of the decision or judgement of EGPC

and CONTRACTOR, as may be required by the Agree-

méent.

ARTICLE VIII

SUDR. shall have a Board of Directors consisting of
cight (8) membes, four {4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR,
The Chairman/Exccutive Officer shall be designated by
EGPC and shal also be a Managmg Director. CON-
TRACTOR shzll designate the
ecutive Officer ‘who shall also be a Managing Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid if
a majority of the Directors arc present and anv decision

General Manager/Ex-
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taken at such meetings must have the affirmative vote
of six {6) or more of the Directors ; provided, however
that any Director may be represented and vote by proxy
hel<! by another Director.

ARTICLE X

General meeticgs of the shareholders shall be valid if
a majonty of the capital stock of SUDR is represented
thereat. Any clecisions taken at such meetings must
have the affirmat ve vote of shareholders owng or repre-
esenting & majority of the capital stock.

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terras and conditions of employment of
the personnel of SUDR employed directly by SUDR,
and not assigned thereto by CONTRATOR and EGPC.

The Bourd shall, in due course, draw up the By - Laws
of SUDR and such By - Laws shall be effective upon be-
ing approved by a General Meeting of the Share-

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

ARTICLE XII

SUDR shall come into existence within thirty (30) days

after the date o° Commercial Discovery as provided in
the Agreement. |

The duration of SUDR shall be for

the duration of the Agreement,
thereof.

for a period equal 1o
mcluding any renewal

It shall be wound up and liquidated if the ﬂgrecmcnt
is terminated for :ny reason as provided for therein.

THE EGYPTIAN GENERAL PETROLEUM COR-
PORATION

BY :
MOBIL PRODUCING SUDR INC.
BY

i
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ANNEX "B
" (+) ol
ACCOUNTING PROCEDURE
awlst] alle:)]
ARTICLE 1 &
( St soll))
(General Provisions il fL_.fp-T
1. foiﬂitiﬂm . . cﬁh._}'ﬁ )

2,

3.

The defimitions contained in Article I of the Concession

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

“Agreenient” means the Concession Agreement
of whick this Annex is a part.

(2) “Non-Q serator’” means the parties to the Agree-
ment other than CONTRACTOR when 1t 1s |

performing work.

Statements o' Activily .
A. CONTRACTOR or Operating Company, as

the case may be, shall, pursuant to Article IV

of the A zreement, render to Non-Operator with- |

in thirty (30) days of the end of each quarter a
Statement of Exploration Activity reflecting all
charges. and credits related to the Exploration

~ operations for that quarter summanzed by ap-

propriate: classifications indicative of the nature
thereof.

Operating Company shall render to EGPC and
CONTRACTOR within thirty (30) days of the

" end of eich month a Statement of Development

Activity reflecting all charges and credits related
to the Development operations for that month
summartred by appropriate classifications indi-
cative of the nature thereof except that items of
controllasle material and unusual charges and
credits shall be detailed.

Adjustments and Audits :

'A. Each Staement of Explorﬁtiun Activity shall con-

clustvely be presumed to be true and correct after
three (3) months following the recepit of each
statemen: by EGPC unless within the said three
(3) montts EGPC makes written exception there-
1o pursuznt to Article IV (f) of the Agreement.
During suid three {3) months period supporting
documenis will be avaifable for inspection by
EGPC during all working hours. - CONTRAC-
TOR will have the same andit rights on Ope-’
rating Ccmpany statements as EGPC under this
sub-paragraph. |
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B. All statemen:s of Activity for Development for
any Calendar Year shall conclusively be presu-
med to be true and correct twenty-four {24)
months following the end of any such) year unless
within the said twenty-for (24) months period
EGPC or CONTRACTOR takes written excep-
tion thereto. Pending expiration of said twenty-
four (24) months EGPC or CONTRACTOR or
both of them shall have the rvight to audst Ope-
rating Company accounts, records and support-
ing documen:s for such year i the same manner
as provided 11 Articie IV (f) of the Agreement.

4. Cwrency Exchange :

CONTRACTCR’s books for Exploration and Ope-
rating Comapny nooks for Development and Explo-
ration, if any, shall be kept in A.R.E. in U.S. Dollars.
All U.S. Dollars ¢xpenditures shall be charged in the
amount expended. All Egyptian Pounds expenditu-
res shall be translated to U.S. Dollars at the official
buying rate of exchange issued by the Central Bank
of Egypt on the first day of the month in which ex-
penditures are recorded, and all other non-U.S. Dollar
expenditures shall be translated to U.S. Dollars at the
buying rate of exchange for such currency as qouted
by National Westninster Bank Limited London, at
10 : 30 a.m. G.IL.T., on the first day of the month
in which expenditures are recorded. A record shall
be kept of the exclange rates used in translating Egyp-
tian Pounds or other non-U.S. Dollar expenditures to

Dollars.

5. Precedence of Documents :

In the event «f any inconsistency or conflict bet-
ween the provisior s of this Accounting Procedure and

the provisions of the Agreement treating the same
subject differently then the provisions of the Agrec-
ment shall prevail

6. Reuvision of Accounting Procedure

By mutual agreement between EGPC and CON-
TRACTOR, this Accounting Procedure may be revis-
ed from time to time in the light of future arrange-

ments.,

1. No Charge for nierest on wmvestment .

Interest on invesunent shall not, at any time, be
charged as recoverible cost under the Agreement.

ARTICLE II
Costs, Expenses and Expenditures

Subject to the provisions of the Agreement, CONTRA.
CTOR shall alone bear and, directlv or through Operat-
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ing Company, pay the fol owing costs and expenses, which | <2 Ay pally A odny ¢ AT OAS pally RIUA
costs and expenses shall be classified and treated in accor- DASWY e Al Ll pY Wy Jalais
dance with Article VII ¢f the Agreement.

1. Surface Raignts : D pheedt Jyi> )
All direct costs attributable to the acquisition, re- 3 52> u‘u}"’ 5} “"-"*—"" ol ler o Aol 8 il IS 4]
newal or relinquishraent of surface rights acquired kel plal &l clby lele Jyandl @ s e
and maintained in farce for the Area.
. 4 -
2. Labor : asdl — ¥

A. Salaries aud wages of CONTRAGTOR’s or Op- il a5 ot 1 Joldll (adsean ppaly e (1
erating Compaay’s employees, as the casc may [ 3 » 2w o om0 QY e ¢ Oldedll
be, directly engaged in the various activities { ., ; T ell3 § W AU ede e ideall ety
under the Agreement including salancs and ) _ . T
wages paid to geologists and other employees | & B P P e
who are temporarily assigned to and employed led pglemsy W) adg L Ge ppaek
in such activities, |

B, CONTRACTOR’s or Operating Company's rbl blae g cldendls i) &) Sl Jaall adST ()
costs of holiday, vacation, sickness, disability be- | Joall oo sl A ola yazily o iy OieYly Llaall
nefit, living arl housing allowances, travel time, | v lany ¢ pidly 2l Sl O Yha AALYY (Jos

boruses, educaional expenses of expatriate em- | ) OYAIY o hD by ¢l Yl pn e

ployees’ children, and other customary allowan- [ Jeead (S} oy Dl b dkg s B Al e S

ces applicable to the salaries and wages undqy | oo ailly A 3 ety (3 — X)) s el b aal) LRt

sub-paragraph 2.A., 9, 11A and 11.C of Article | 3allled s o (>~ Y1) 2 ¢ (T 1Y) Cre el

II.  Cost under this sub-paragraph 2.B shall be . hsun

forty {(40) pereent of the amount of salaries and | .6 (& _ ¥ ) 4l 55N sda o g PRTaT

wages charageable under sub-paragraph 2.A and _;_,._:-‘:'1; S b c;L-"u-‘ /) LUl 3 ;.:;-—'.:1-1-—4-4-*
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verable under this sub-paragraph 2.B, the app- =TS e ol , f’_-f'g .

' te fcr such recoverable costs shall te | . = ;
licable rate bloadt il de dledll et ol bl

subiect to revision at two year intervals. Any | _ i o : | .
) 4 LAkl A o (O b jaillce ga 313 Y

adjustment in the applicable rate made as a re- | 77 all Al o ¥ S o !
it of such revision shall take into account any o pi S Jaml WG G0 o) F il cadisid
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Employees Benefii: :
CONTRACTOR’s or SUDR's cost of established
plans for employee s group life insurance, hospitahza-
tion, pension, retirement, stock purchase, thrift and
other benefits of a like nature. Costs under this par-
agraph 3 shall be Twenty-five {25} percent of the
amount of salaries and wages of expatriate employees
and on a basis sim lar to that prevailing in Oil Cow-
panies in A.R.E. for national employees, all as char-

geable under sub-paragraph 2.A and paragraph 9,
11.A and 11.C of this Article II. Costs recoverable
under this paragrzph 3 shall be subject to revision
every two years under the same procedure as the re-
vision procedure of sub-paragraph 2.B above. Sever-
ance pay will be charged at a fixed rate applied to
payrolls which will equal an amount equivalent to
the maximum liability for severance payment as re-
quired by the oblizations of the Operator under the

A R.E. labor law.

i+ Material :

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

A. Purchases
- Material, equipment and supplies purchased
shall be at price paid by CONTRACTOR «r
Operating Gompany after deduction of all is-

counts actually received.

B. Material Furnished by CONTRACTOR

Material required for operations shall be pur-
chased direc:ly whenever practicable, except
that CONTFACTOR, may furmsh such mate-
rial from CONTRACTORs affihates stocks out-
side the AR.E. under thc following conds-

tions

(1) New Ma'erial (Condition “A™)

New matznal transferred from CONTRAC-
TOR’s affiliates’ warehouse or other proper-
ties shall be priced at cost, provided that the
cost of material supplied is no higher than in-
ternational prices for material of similar qua-
lity supplied on simifar terms prevailimg at
the time such natenal was supplied.

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

(a}) Material which is m sound and service-
able condition and is suitable for re-use
without reconditioning shall be classed as
Condition “B” and priced at seventy-five
(75) percent of the price of new material.
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(b) Material which dannot be classified as
Conditionn "B” but which is serviceable
for original function but substantially
not smitable for reconditioning shall be
classed as Condition "C” and priced at
fifttr [50) percent of the price of new
mastenal.

(c) Material which cannot be classified as
Condition “B” or Condition " shall
be priced at a vahie commensurate with

113 use.

(d) Tanks, buildings and other equipment
involving erection costs shall be charged
at applicable percentage of knockdown

new price.

(.. Warranty of Miaterials by CONTRACTOR
CONTRACTOR does not warrant the mater-
ial fumnistied beyond or back of the dealer’s or
manufacturer’s guaranty; and in case of defec-
tive miaterial, credit shail not be recorded until
adjustment has heen received by CONTRA(‘-
TOR fronr manufacturers or their agents.

Transportatior .

Transportatior. of emplovees equipment, materials |
and supplies necessary for the conduct of activities.
Employees transportation costs to the extent covered
by established policy of CONTRACTOR or Opera-
ting Compnny, will include travel expenses for emp-
[oyees and their families to and from the employees’
point of origin at the time of employment, at time
of separation and for vacations, and travelling expe-
nses for employees and their families incurred as a
result of tran:fer from one location to another. Tr-
ansportation «osts for employees fand their families
from A.R.E. to another location than point of orig-
in shall not te charged to A.R.E. operations:

Services:

A. Outside services

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

B. Cost of vervices performed by EGPC or by CO-
NTRACTOR or their Affiliated Companies
in facilides inside or outside the A.R.E. regular,
recurring, routine services, such as interpreting
magnetic tapes and or other analysis, shall be
performed and charged by EGPC and/or CO-
NTRACTOR or their Affiliated Companmes ot
an agreed price. Major  projects  involving

—— nlp—
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engincenng -and design services shall be perfor-
med by EGP’C and/or CONTRACTOR or
their Affiliated Companies at a negotiated con-
tract amoun;. Use of EGPCs, CONTRAC-
TOR’s or their Afffiliated Companies’ wholly
owned equipment shall be charged at a vental
rate commensurate with the cost of ownership
and operaticn, but not in excess of competitive
rates curtenly prevailing in the AR.E. For
Exploration, CONTRACTOR s and its Affilia-
ted Comparies’ rates shall not include adminis-
trative overliead costs.

Damages and Losses:

All costs or expmmses nctmsa-ry to replace or repair
damages or losses mcurred by fire, flood, storm, the-
ft, accident or zny other cause not controllable by

CONTRACTOER or Operating Company through
the exercisc of 1easonable diligence. CONTRAC-

TOR or Operating Company shall furnish Non-Op-
erators written rotice of damages or losses incurred

in excess of ten thousand {10,000) U.S. Dollars per
occurrence, as scon as practicable after report of the
same has been received by CONTRACTOR or Ope-

iating Company.

Mnsurance and Claims:

The cost of anv public liability, property damage
and other insurince against liabilites of CONTRA-
CTOR, Operating Company and/or the parties or
any of them to their employees and/or outsiders a3
mav be recuired bv the laws, rules and regulations
of the GOVERIWMENT or as the parties may agree
upon. The proceeds of any such insurance or Claim

collected shall be credited agamnst ﬂpel:ationa [f no
snsurance is carried for a particular risk, all related

actual expenditures incurred and paid by CONT-

RACTOR or Operating Company in settiement of
any and all losses, claims, damages, judgements, and

any other expexses, including legal services.

Indirect Expenses:

Camp overheac, and facilities such as shore Haf,c,
warchouses, water systems, road systems, sala_ngs
and expenses of field supervisory pcrsonncl,'fle_:ld
clerks. assistants, and other general employees indir-
ectly serving the Area.

Legal Expense:: |
ATl costs and expenses of fitigation, or legal services
otherwise necessary or expedient for the protection
of the Area, ncluding attomey’s tees and expenses as
hereinafter provided, together with alt’ judgements
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obtained against the partics or any of them on account
of the operations under the Agreement, and actual ex-
penses inc:urred by any party or parties hereto i se-
curing evidence for the purpose of defending agamnst
any action or clzim prosecuted or urged against the
operations or the subject matter of the Agreement.
In the event actions or claims affecting the interests
hereunder shall >e handled by the legal staff of one
or more of the puarties hereto, a charge commensurate
with cost of prcviding and  furnishing such services
may be made to operations,

Administrative Overhead and General Expense:

A. While CONTRACTOR is conducting Explora-
tion activities, cost of staffing and maintaining
CONTRACTOR’s head offfice in the ARE.
and /or other offices established in the ARE:,
other than field offices which will be charged
as provided in Article II; Paragraph 9 abvoe;
and excepting salarics of employees of CONT-
RACTOR who are temporarily assigned to and
directly serving on the Area; which will be cha-
rgred as provided in Article IT, paragraph 2 above.

B. CONTRACTOR’s administrative overhead out
side the A.QE. applicable to the A R:E: Ex-
ploration operation which will be charged each
month at the rate of five {5) percent of total Ex-
ploration expenditures while CONTRACTOR 1s
conducting Exploration activities, and at the rate
of two and one-half (2 1/2) percent of total Ex-
ploration :xpenditures, white Operating Com-
pany is corducting Exploration activities. No
other direct charges as such for CONTRAC-
TOR’s administative overhead outside the
AR.E. will be applied against the Exploration
obligation Iixamples of the type of costs GON-
TRACTOR is incurring and charging hereunder
due to activities under the Agreement and cover-
ed by said percentages are :

{1) Execubive “Time of executive office

(2) Treasury -Financial and exchange
problems

(3) Purchasing Procuting materials,

equipment and supplies

(4) Exploration & production Directing, adivis-
ing and controlling the entire
project

(5) Othet departments such as legal, control-
levs and engineering which contribute time,
knowledge and experience to the operation.
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The fnreg nng does not preclude charging for
direct service under sub-paragraph 6. B of this
Article II.

While Oper:ting Company is conducting activi-
ties, Operatiag Company’s personnel engaged in
general clerical and office work, supervisors and
officers whose time is generally spent in the main
office and not m the field, and all employees
generally considered as general and adminisira-
tive and not charged to other types of expense,
will be chargad to operations. Such expenses shall
be allocated each month between Exploration
and Deve'opment operations according to sound
and practicable accountisg methods.

12. Taxes :

All taxes, duties cr levies paid in the A.R.E. by CON-
TRACTOR or Operating Company with respect to
this Agreement other than those covered by Parag-
raph (f) (1) of Articte IIT of the Agreement.

13. Continuing CONTRACTOR Costs :
Costs of CONTRACTOR activities required under
the Agreement ard incurred exclusively in the A R.E.
after Operating Company is formed. No sales ex-
pense incurred ontside the A.R.E. may he recovered
as a cost.

14. Other Expenditircs :

Any costs, expenses or expenditures, other than those
which are covered and dealt with by the foregoing
provisions of this Article I1, incurred by CONTRAC-

TOR or Operating Cﬂmpany under appreved Work
Programs and Budgets.

ARTICLE I

Inventories

1. Periodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC and
CONTRACTOR. inventories shall be taken by Ope-
rating Company of the operations material, which
shall mclude all such material, physical assets and
construction projects. Written notice of intention
to take inventcry shall be given by OperatingCompany
to EGPC and CONTRACTOR at least thirty (30)
days before any mventory 1s to begin so that EGPC
and CONTRATOR may be represented when  any
inventory is taken. Failure of EGPC and/or CON-
TRATOR to bc represented at an inventory shall
bind them to accept the inventory taken by Operating
Company whe shall, in that event, furmish the pr.utyl
not represented with o copy thereof.
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Reconciliation and Adjustment of Inventories :

Reconciliation of mventory shall be made by CON-

TRACTOR anc EGPC, and 2 list of overages :afnd
shortages shall be jointly determined by Operating

Company and CONTRATOR and EGPC, and the
inventory adjustzd by Operating Company

ARTICLE IV
Cost Recovery

Statements of Fecovery of Costs and Cost Recovery
Crude Oul :

CONTRACTOR shall, pursuant to Article V11 of the
Agreement, render to EGPC as promptly as practic-
ble but not later than thirty (30) days after receipt
from Operating Company of the Statements for Deve-
lopment and E»ploration Activity for the last month
of a quarter a statement for that quarter showing :

1 ) Recoverabie costs carried from the previous
_ P
quarter, if any.

(ii } Recoverabe costs incurred during the quarter.

(ii}) Total recoverable costs for the quarter, (i) (iL). |

Value of Cost Recovery Crude Oil taken and
separately disposed of by CONTRACTOR tor

the quarter.

(v )

(v) Amount of costs recovered for the quarter.

(vi) Amount of recoverable costs carried into  the
succeeding quarter, if any.

(vii) Excess, if any, of the value of Cost Recovery

Crude Oi taken and separately disposed of hy
CONTRACTOR over costs recovered for the

quarter.

Payments :

If such staternent shows an amount due EGP{, pay-
ment of that amount shall be in U.S. Dollars by GON-

TRACTOR to EGPC with the rendition of such
statement.

Audit Right :

EGPQC shall have a period of twelve (12) months from
receipt of any staternent under this Article TV
which to audit and raise objection to any such state-
ment. EGPC and CONTRACTOR shall agree on
any required adjustment. Supporting documents and
accounts will be available to EGPC during said twelve

(12) month period.
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ARTICLE V

Control and Major Accounts

Exp!ar.atian Obligction, Control Accounts :

CONTRACTOR wviill establish an Exploration Obk-
gation Control Account and an offseting contra-ac-
count to control therein the total amount of Explora-
tion Expenditures reported on Statements of Activity
prepared per Artic.e I. 2A hereof, less any reductions
agreed to by EGP(. and CONTRACTOR following
written exceptions 1aken by a Non-Operator pursuant
to Article I. 3A h:reof in order to determine when
minimum Explorat.on Obligations have been met.

Cost Recovery Coutrol Account :

CONTRACTOR /il establish a Gost Recovery Con-
trol Account and an off setting contra-account to con-
trol therein the araount of cost remaining to be re-
covered, if any, the amount of cost recovered, and
the value of Excess Cost Recovery Crude Oil if any

Major Accounts :

For the purpose of classifymg costs, eXpenses and ex-
penditures for cos. recovery as well as for the pur-
pose of establishing when the Exploration obliga-
ion has been met, costs, expenses and expenditures
shall be recorded in major account including the fol-

lowing : |
~ Exploration Expenditures.

Development Expenditures other than Operating
Expenses.

Operating Expenses.
Necessary suk-accounts shall be used.

Revenue accounts shall be maintained by CONTRAU-
TOR to the exteat necessary for the control of re-
covery of costs and treatment of Cost Recovery crude
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