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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION AND EXPLDI-
TATION

BETWEEN

THE GOVERNMENT OF ARAB REPUBLIC
OF EGYPT (A.R.E)

AND

THE EGYPTIAN GENERAL PETROLEUM GOR-
PORATION (EGPC)

AND
AGYFPETCO OIL & GAS EXPLORATION S.A.
IN

WEST RAZZAK
AREA

1

This Agreement, made and enterexl 1nto on this day
of , by and between the ARAB REPUBLIC OF
EGYPT (hcrr.mafttr referred to vanously as “AR.E.”
or as the GOVERNMENT), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a legal entity creat-
ed by law No. 167 of 1958 as amended (heremmafter referr-
ed to as “E.GP.C.”) and AGYPETCO OIL & GAS
EXPLORATION, SA. a compahy fornted under the
laws of Switzerland (hereinafter referred to as "CONTRA-
TOR”)

WITNESSETH

WHEREAS, Law No, 6€ of 1953, as amended, cstablush -
ed that all raw materials, includ’ng petroleum, existing in
mincs and quarries in A R.E., including the terntonal
waters, and in the sca bed subject to its juristliction and

extending beyond the territonal waters, are the property |

of the State, and

WHEREAS, EGPC has applied for an exclugive con-
cession for the exploration, developmen: and production
of petroleum in and throughout the area referred to in Ar-
ticle IT, and described in Annex "A" and shown approxi-
. and

and made accurately part hereof

WHEREAS, CONTRACTOR arees to undertake its

obligations provided hereinafter as a contractor with res-
pect to the exploration, develonment and production nf

peiroleum in said Avea; and

WHEREAS. the GOVERNMIENT decires herehy to

gramt such conteession, and
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WHEREAS the Minister of Petroleurn pursuant to the pro-| AN 4 Ogildh ol co ges s Fudt g3 i O Ls
visions of Law No. 86 of 1956, may enter into concession
agreement with EGPC and with CONTRACTOR as a
contractor for the petroleum in the Area heremafter
referred to

Now, therefore, the parties hereto agree as follows
ARTICLE |

DEFINITIONS

 (a) "Exploration” shall include such geological geophy-

(b)

(e

sical, aerial and other surveys as may be contained
in_the approved Work Programs and Budgets, and
the drilling of such shot holes, core holes, stratigraphic
tests, holes for the discovery of petroleum or the app
raisal of petroleum discoveries and other related holes
and wells and the purchase or acquisiton of such sup-
plies, materials and equipment therefor, all as may be
cohtained in the approved Work Programs and Buul-
gets.  The verb “explore” means the act of conduct-
ing exploration. |

“Development” shall include, but not be limited to,
all the oporations and activities pursuant (0 approv-
ed Work Programs and Budgets under this Agree-
ment, with respect to :

{t) The drilling of deavelopment wells, and
{ii) design, construction, instzllation, servicing and

maintenance of equipment lines, systems, facili-
tics, plants and related operations, to produce
and operate said wells, to take, save, treat, han-
dle, store, flare, transport and deliver petroleum
for export, and to underiake repressuring, recy-
ching and other secondary recovery projecis.
X %
“Petrolenm’™ means liquid crude oil of various densi-
tics, asphalt, gas, casinghead gas and all other hyd.
mcarbon substances that may be found in, and pro-
duced, or otherwise obtained and saved from the
area under this Agreement, and all substances that
imay be extracted therefrom.

“Liquid Crude Oil” or “Crude Qil” or “oil” means
any hydrocarbon produced from the Area which is in
a liquid state at the wellhead or lease separators or

which is extracted from the gas or caminghcad gas
in a plant. Sush term includes distilkate and conden-

sale,

“Gas” is natural gas both associated and non-associat-
ed, and all of its constituent clements produced from
any well in the Arca and all non-hydrocarbon sitbsta-
nces therein,  Said term shall include residuce gas.
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(f) A “barrel” shall consist of forty two (42) United Sta- -
tes gallons, Jiquid measure,corrected 0 a temperature . Lo, Jo Ve W S A W suoall Y
of sixty dagrees (60°) Fohrenheit ‘ C G A8 (M)

(g) "Ct_:tmllr}ﬁrtial Wclf” means the firsft weil on aln‘;' fgn:-.:i I KT S SR RN N RPN SO v P B Y
logical teature which after testing for a period o DOt Ly () W e 05 Y B AV ol b | e
miore than thirty (30°) consecutive days where practical . AT ’J'LU" e
but in any event in accordance with sound and acce- - .._.,c—. ] :ju" oS S e . _“-_U-‘ u L g
pted industry producrion practices, and verified by 0 Ll bt el gl R Wy St
EGPC, is found to be capable nf producing at the . dae iy gl oeiand \Ph A G jaay W5 e R
average rate of not less than Twn Thousand {2000} et b cu it 0 Ly (T ) M e e Y doea
barrels of oil per day, (EDPD} The date of discovery LI LR PV PR e PRI EE IRy 4
of a Commercial Well” 15 the date'on which such | s s AL g it
well s completed and tested according to the above " J e

{h) “AR.E.” means ARAB REPUBLIC OF EGYPT. Al e B Wiae s g s ()

(i) “Effﬁctiw._ Dﬂ;’;dmeans ;ht: date ?nhw?rhich the I'th- | LHGYL ot G ptah g w6 2 ¢ b et Al v (b
vant law 15 ssued Or  the tegt of fus agreement 1€, 2« iy 0 4 Kot it . sl o s e e g
signed by the GOVERNMENT, EGPC and CON- ' 0@ -0 o7 ot S8 ods ol o357 06 5

- TRACTOR. whirhever is later. » WY 505 Lt il

(i j “Year” or “Calendar Year” means a pﬂfiﬂd of twelve . (M) o e U:'“ P a3 Laiina & ‘-ﬂﬁﬂ TENON | g ;i P TR { &1
(12) months according to the Gregorian Calendar, !, C ST I SN g i et

ﬂ() “Financial Year” means the GOVERNMENTs f :r‘ L’-:; U:“h 11:‘,5:.7\“ l_:lu‘l Lt Wkt « L_I&! i-.-.-..}l » { )
financial year starting on January Ist and ending on | &tedi 0y Gls w pess 0 o Ty gl I
December 31st bath dates being inclusive. ? - Ll

(1) “Tax Year” means the period of twelve (12) months | v 00 Ml 204505 Waliae o Tl 3y , {J3

according to the Gregonan Calender for which tax
returns or reports are required according to any ap-

plicable income, profits or other tax law ar regulation

of the A.R.E,
{m) An “Affiliated Company” means a company :
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CEL el s S Tl Gkt Bty
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(1 The sharcicapital, conferring majority of votes | Elezat 3 oyt S R UPPS TR VS POs PRI R S

at stockholders” meetings of such company, nf

which 15 owned divectly or indirectly by a party

hereto ;
Which iz the owner directly o indirectly of

share capital conferring majority of votes at
stackholders” meetings of a party heretn. o

!

|

i

()

i slial

(1]} Whose share camital conlerring o majority of
votes at stackholders’™ meetings of eompany and
the share capital conferving a majonity of votes at
stockholders” meetings of a party heven are own
et divectly or indirectly by the «ame company

ARTICLE I
ANNEXES TO THE AGREFMFENT

Annex "A™ 8 a deseription of the Area covered and
attected by this Agreement.  hereinafter referred 1o as |

“the Area”.
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Annex “B” ‘is an illustrative map on the scale of
{ - 1,000,000 indicating the Area covered and affected
bv this Agreement and accurately described in Anaex AT

Annex ‘‘C” is the form of the Letter of Guaranty to!
be issued by the Chase National Bank of Egypt, Cairo, -
and to be submitted by CONTRACTOR at the time of i
signature by the Minister of Petroleum of this Agreement .
for the sun of Two Million (2,000,000) U.S. Dollars
guarantecing the execution of CONTRACTOR’s mini-
murn exploration obligations hereunder for the fixst Two -
(2) year exploration period. Sutch guaranty shall remain
effective for six (6) months after the end of the said Two
(2) year period except as it may be released prior tr that

time in accordance with the terms thereof. '
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. Annex “I is the form of a Charter of the operating
company 1o b¢ formed as provided for in Article VI hereof.

- t

Annex “E" is the Accounting Procedure.

Annexes “A”, “B”, “C", “D”, and “E”, to this Agree
ment are hereby made part hercof, and they shall be con-
sidered as having ogual force and effect with the provisions :

of this Agreement. -
ARTICLE 111
GRANT OF RIGHTS AND TERM

—m -

The GOVERNMENT: hereby grants EGPC and CON- |

TRACTOR subject to the terms, covenants and conditions |
set out in this Agreement, which insofar as they are con- |
‘rarv to or inconsistent with any provisions of Law No. 66 |
of 1953, as amended, shall have the force of Law, an ex- |
clusive concession in and to the Area deseribed in Annexes |
“A” and “B”.
{a) The GOVERNMENT shail own and be entitled. as .
hereinafter provided, to a royalty in cash or in kind
of Ten (10} percent cf the total quantity of petroleum
produced and saved from the Arca during the deve- |
lopment period including rencwal. Saidl rovaltv |
<hall be borne and paid bv EGPC and shall not be
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the abligation of the CK}WRACTOR The pay- |
ECGPC shall not he deerned to
CONTRACTOR.

ment of royaltics by
result in income attributable to the

An initial exploration period of Two (
start from the Effective Date. Two (2) successive
extensions to the nitial cxpleration period of Three
(3) years cach shall be granted CONTRACTOR at its

option urrn ninety days pnos written notice to FECGPC
and subject only to ita havmg fulfilled s oblhiganons

herunder for the  preceding period.  The Agree

2y years shall | i op el (V) Ol Y ot sl a
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~ testing of any well-actually being drilled or tested at

w— l—, ——

|
ment shall be termunated if no Commercial Discovery | - comdt 5 08 0 (A Lalth Ll Gl b goles Ly
is established by the end of the Eighth {8th) year of |
the exploratton period. However such period may
be extended at CONTRACTOR’s option for up to | 43 0558 A ol Aoty s I (K i a3 (V)
six months to enable the completion of drilhng and o ) Lt Tl Bl g WA 5 b e by

i s gl J@iiwiﬁfln—lﬁdﬁwﬁcnjmj

the end of the Eighth {8th) year of the exploration | 3 ladlly Rgh Sl e 3 Yo © Lot 358
period.  Election by EGPC to undertake a sole risk ) 2 a1, B Aed AN () AN o g Rl A L ph
venture under paragraph (c) imtediately hereafter wu s T ‘L.s“ o

shall not extend the exploration period nor affect the | = - - Nt Je e YT Lot 355
termination of this Agreement as to CONTRACTOR. . o Sl

“Commercial Discovery” : Aflter discovery of a{ .l el PR ] ;djt.ﬁim-ﬁ_.iﬁ._;n LAY (o)

Commercial Well, CONTRACTOR shall undertak~, ! SN W SV N NP A ¢ RPN

as part of its exploration program, the appraisal.of the | . A . . o B
discovery by drifling one or morc additional wells, to o > e -’i-f"’ f:"'L‘m AW e F 1 A A S b
determine whether such discovery is worthy of being | o’ AW e b s O e WAV YA
developed commercially, taking into consideration the | « gleiyly « Lgde Jyouant i A aldslanyl slacit
recoverable reserves, production, pipeline and termi- | W1y« Lalyd L0l o2ty U sy
nal facilities required, estimated crude oil prices, and | D3l ampyhy Ll ol BTy L A s A Sl
all other relevant technical and ecomomic factors. : .o -

Bt diladl g s

A Commercial Discovery may consist of one Pro- | f rais sty K G bl LY o5 3y
ducing reservoir or a group of producing reservours; o ot S i Tty Al oa ]
which after apnraisal is worthy of being developed | =75 & © Tl L SV
commercially. CONTRACTOR shall give notice of | o A Vyad (bt Gzl A0 by JoWl @i y
a Commercial Discovery to EGPC immediatelv after | . L o Lazall oy GLESYI Ol 5 4 Jakalt 450
the discovery is considered by CONTRACTOR to be S el iy i1 AT YE e

. h—-'-"--] l-lJ u- J.j-

worthy of commercial development but in no event =B - il s
later than the completion of the second exploration AT A e (V) ante e S L L

appraisal well, or ten (10) months following the date SP VPRI SO0 S VI L SRR PR WP R N TR L

of discovery of the Commercial Well whichever is Lot Aliy) tie A Gl Sy

earlier; excent that CONTRACTOR shall also have ’ “: ? . B A o=t Js

the right to give such notice of Commercial Discovery } R adi S "’“‘*‘*“‘5—3"1.‘
with respect to any reservoir or reservoirs even if the Gl o oy e Lade Giaanlt AW STt odW

well or wells thereon arc not “Cemmercial” mthm B e Ty r e Oy ¢ el 2N iy e

the definition of “Commercial Well” if, in its opinion, | '
a group of reservoirs considered collectively. could |

be worthly nof commercial development. |

{j--:-.-ﬂq;- L_..‘.;; 1!-.-.'-"-‘_'!# LJ;L__L! & I.f‘m‘ 'I:.'l". 1;_’__';:._4
© el Loish

Following receint of such natice EGPC and CON- | Ohdaieni st jUasyi 1ae pRonb amy Jolilts L eins
TRACTOR shall meet and review all aporovriate
data with a view to mutually agreeing vnon the ex-
istence of a Commercial Discovery. The date of | 5, oh ge gl SGLEEY s 05508 0 s walaif
Crmmeveint Discovery shall be the date FGPC and
CONTRACTOR mutually agree that a Commeraial

Discovery oxasts.
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1§ Crude OV is discovered but is not deemed by | L e Uttt J UL o poins pd ple o ) OL2ZET T 13
CONTRACTOR to be a Commercial Discovery | S AU ! (o) 2l ol 3 oMl 3) Fil U0 S
snder the ahove provisions of this parngraph (¢}, ‘_,..H_, ooke] 33 ol Ry eil o 3ty Rimew A o Aol
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following rsixt)' (60) days notice in writing to CON-[ 05} Sniee e 2Udg G a Loal .
. ) , ’ o ULV - s e
TRACTOR, at its sole cost, risk and expense, 16 de-| :{ 2 _WJ ’ e
velop, produce and disposc of all Crude Qil from the goeity O oy ¢ BT AL AR Lol o by
geological feature on which the well has been drilled. | .z st et oS A1 QU3 dan AN ) et s Y
Gaid notice shall state the specific arca covering sard | oMhageud s ¢ how by—ee 2t JLVE G -
. = ) ’ : Lalt
logical feature to be devel . the wells to be dril- = . - | s
gelogr OPCd ﬁﬂ-&]ﬁ)ﬁi _-.:j\K.';U (’L:’ll _ﬂ.ﬂ_j ¢ rw ._i_’_.,.: d':’" El_—_,w

led, the production facilitics to he mstalled and _ .

EGPC’s estima‘tcd cost thcrmf Within thirty (30 MY W3 dadkaad o lags (T4) GOW e Solictl G s
days after receipt of said notie CONTRACTOR | dte josais sald fad Llodt s s DS i of
may, in-writing, elect to develop such area asprovided | 5 o 5y - dGWwyi Wiy G S T T
for in the case of Commercial Discovery hereunder. A ¥ '_'_"‘J Uiy ot SLaafy Ao 5
In such event all terms of this Agreement shall con- Tl Lo et RIWY s 0 gotd pae O3 Al

tinue to apply to the specified area. » aadod) Lt 4dyl

If CONTRACTOR elects mot 10 develop such il Gow U 0 bl @ L pae Jolilt Sl Talyg
o O e O b B |5 g e L 8
a .E freOrOgl mamc_nrmr TSRO TSP LY) [ ORGSR OFL A R o P
risk operations by EGPC. EGPC shall be entitled to | 15 Gl iy olidall o5 of & hdrs
perform or in the event Operating Company referred | o 1l soldl 6 L P O Ao w '_*—:ij'
ttin Article VI has come into existence, (o have | o o '_'f=H -’L_a' Adaaly, LI & 20
Operating Company perform such aperations for it Len o2 l*-t.:--:--L--‘---m"‘-'___“.__ *:1;:.:‘ B aed O Ll G
ot EGPC’s sole cost, risk and cxpense. When EGPC o FI— {I“"-* Jor a4 sl oLl
has recovered from the Crude Oil produced from | . -, ol t"u ¢l ""‘J"d" Lol 30 laaies - 32 Ria

- guch specific area a quantity of Crude Oil equal in ""L""’ Yesd o’ ‘-M'" r_"'“ s AL e a8 Sl Aol
value to three hundred (300) percent of the cost it Yehowi AN A iy RN e (4 (AT ) GRS
has incurred in carrying out the sole risk operations, | 2% U DN A ollew pldll
CONTRACTOR shall have the option, only in the God DS Sgmy W G Jeds sy o AN S TRL
event there has been a separate Commercial Discov- | €Y% *"‘"‘J‘ WP TR W P
very, to chare in further development and produc- “;_L“ J Ul gl by OF bl Saunll Lelldr oAb J
tion of that specific area upon paymg FOPC one |+ gl tend 2ht chlichy LK A poen i ALES
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(d) The development period shall be twenty (20) years| Sl Jgb gu gV (o e (50 ) (e Ll o mi 995 (0

(5

from the date of the first Commercial Discovery. This
period may be renewed for an additional period of
Ten {10) years; at the option of CONTRACTOR
upon six (6) months prior wrtteén notice to EGPC.
Following Commercial Discovery the extent of the
whole area capable of production to be covered by

development lease or Jeases shail be mutually agreed

upon by EGPC and CONTRACT OR. and be subject
i the approval of the Minister of Petrolenm. Such

* area shall then be converted automatically mto a

development lease or leascs without the issuance of
any additional legal instrument or permission.

Development operations thereafter shall be started
promptly by Operating Company and unless EGPC
and CONTRACTOR agree otherwise, at least one
drilling rig shall be used continuously until, m accor-
dance with good oil field practices and accepted pet-
roleum engineering principles, the field is considered
to be fully developed. In the event no commercial
production of Petroleum in regular shipments is csta-
blished in any of the blocks in which a Commercial
Discovery is made within 3 years from the date of
Commercial Discovery, such block shall immmediately

be surrendered.

CONTRACTOR shall bear and pay all the costs and
eX required in carrying out all the operations
under this Agreement but such costs and expenses
shall not include dnterest on investment and CONT-
RACTOR shall look only to the Petroleum o which it
< entitled under this Agreement o recover such costs
and expenses. Such costs and expenses shall be reco-
verablc as provided in Article VI During the term of
this Agreement and its renewal the total preduction
achieved in the conduct of such operations shall be
divided between EGPC and CONTRACTOR in ac-
cordance with the provision of Article VIL

(1) CONTRACTOR shall be subject to the laws in
force in the ARE. and the political subdivist-
ons thereof, which impose taxes on Or are meas-
ared by income or profits, includms those laws
imposing the commercial and industrial profits
tax, municipal tax, defense tax and natiomal sc-
curity tax on incomc and dividends paid with
respect to shareholders (hereinafter referred to as
«A RE. Income Taxes”), and, except as other-
wise provided in the Agreement, chall

with the requirements of such laws with respect i
to the filing of returns, the assessment of tax, and |

the keeping for review by authorized persons of

books and records.

For the purpose hercof, any
faxes for which CONTRACTORs shareholders
may be liable shall be deerned to he taxes levied
against CONTRACTOR.
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(2)

(4)

In calculatng 1its ARE.
shall be entitled to dedict rovalties naid hy EGPC tn
the GOVERNMENT and the ARFE. Tnrome Tases
of CONTRACTOR npoad v EGPC o

It is cxpressly agrecd and acknowledged that
EGPC’s share of the volume of crude oil as de-
termiried under Article VI includes a volume of
crude oil to meet the CONTRACTOR's AR.E.

Income Taxes as described above in this Para-
graph (f) (1). EGPC agrees that proceeds from

such crude oil volumes will be used to meet GON-
TRACTOR’s Income Tax liability in ARE. ac! {

and when due.
|

For purposes of applying p;aragraph (£).{1) of
this Article, the total taxable income of CON-
TRACTOR in respect of any Tax Year shall be |

ap amount calcnlated as follows :

(i} The total of the sums reccived by GDN
TRACTOR from the sale or other disposi-
tion of all Crude Oil acquired by CON-

TRACTOR pursuant to Article VII, para-

eraphs (a) and (b); LESS.

e

(a) The costs and expenses of CONTRAC- | |

TOR which are allowed to be recovered
in the Tax Year under paragraph {a) of
Article VII ; and

(b) The value. as determined in paragraph ()
of Article VII of the excess Cost Recovery
Crude Qil taken and separately disposed
-of by CONTRACTOR pursuant to Arti- |
cle VII, paragraph (a) (2}; PLUS

(i) An amount cqual to CONTRACTOR's |

ARE. income Taxes.

EGPC shall assume, pay and discharge, on behal{
of CONTRACTOR, CONTRACTOR’s ARE.
income Taxes our of the sums received by EGPO
from the sale or other disposition of its share of

the Crude Oil.

EGPC shall furnish to CONTRACTOR the pro-
per official receipt evidencing the payment of
CONTRACTOR s ARF. income Taxes, within |
Two hundred and ten (210) days followang the
Commencement of the next ensing Tax Yeac.
Such receipts shzll be ssvuzdd by the proper Tax
Authorities and shall stare the amount and ather
particulars cusiomary for such reeeipts,

EGPC

Income  Taxes,

COI\FTR :"‘i'-{-:' 1:

TOR s hehalf
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(a)

(b)

CONTRACTOR shall commence exploration opera-
tions hercunder not later than six (6)months after the
Effective Date. Not later than the end of the twenty
second {22nd) month after the Bffective Date, CON-
TRACTOR shall start exploration driling i the
Arca, with a commitment of drilling one (1) welf
during the initial exploration period. EGPC shail|
make available for CONTRACTOR’s use all stisnﬂ-:ih
and other exploration data in EGPC’s possession with

respect to said Area. |

The initial expioratiun period shall be Two (2) years. | s O Sl Jym 3 () Gt O35 LI gY1 condl 3,5 (o)

CONTRACTOR may extend this exploration peniod
for two {2} additional periods of Three (3} years each
respectively, each upon a thirty (30) days prior written '{
notice to EGPC subject to its expenditure of its mini-
mumn exploration obligations for each such penod.
CONTRACTOR shall spend a minimum of Two
Million {2,000,000) U.S. Dollars on exploration apera-
tions and activities related thereto during the initial
Two {2) year exploration period which shall mclude
the driliing of One (1) well. For each Three (3) year
period that CONTRACTOR elects to exiend beyond
the initial exploration period, CONTRACTOR shail
spend a2 minimum of Six (6) Million U.S. Doflars.
Should CONTRACTOR d more than the min-
imum amount required to be expénded dunng the
mnitial Two (2) year exploration period or during any
period thercafter, the excess may be subtracted from |
the minimum amount of money required to be ex-
pended by CONTRACTOR during any succecding

exploration period or periods, as the case may be.

In case CONTRACTOR surrenders 1ts exploration
obligations in this Agreement as st forth above before
or at the end of the Second {2nd) year of the mitial
exploration period, having expended less than the to- |
tal sum of Two Million (2,000,000} U.S5. Dollars on 1
exploration or in the event at the end of the Secoud !
(2ad) year CONTRACTOR has expencled less than
said sum in the Area, an amount equal to the diffe- J
rence between the said Two Million (2,000,000) TS,
Dollars and the amount actually spent on exploration
activities shall be paid by CONTRACTOR to EGPC
at the time of surrendering or within three (3) months
trom the end of the Second (Znd) yeav of the mitial |
explosation period, as the case mmay be.  Any expen
diture deficiency by CONTRACTOR at the end of .
the second 2nd) or third (3rd) penod for the reasons |
abave-noterd shalt similarly, result in a pavment by !
CONTRACTOR 1w EGPC of such deficiency.
Provided this Agreement is still in force as 1o CON- |
|
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TRACTOR, CONTRACTOR shall be enttled to
recover any such payments as exploration expend-
ture in the manner provided for under Article VII m
the event of development of commercial production.
In case no Commescial Discovery is established by the
end of the Eighth (8th) 'year, or in case CONTRA-
CTOR surrenders its exploraton obhgations under
this Agrcement prior to such time, EGPC shall not
bear any of aforesaid expenscs spent by CONTRA-
CTOR |

e

be 53 35 2t ohn i Saslan With n Joy
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At least three (3) momths prior to the beginning of
cach year or at swch other times as may mutually be

to by EGPC and CONTRACTOR, CON-
TRACTOR shall preparc an exploration Work pro-
gram and Budget for the Area setting forth the ex-
ploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During
the Exploration Period, such Work Program and
Budget shall be at lecast 'sufficient to satisfy GON-
TRACTOR's minimum expenditure obligation for
the period it coveres, taking into account any credits -
for excess expenditures by CONTRACTOR in prior
exploration period. |

The Exploration Work Program and Budget shall be
reviewed by a joint committee to  be established by
EGPC and CONTRACTOR after the Effective
Date of this Agreement. This Committee, heren-
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 threc (3)
by CONTRACTOR. The Chairman ‘of the Ex-
ploration Adwisory Commuttee shall be designated
by EGPC from among the members appointed by 1.
The Exploration Advisory Committee shall review
and give such advice as it deems appropriate with res-
pect to the proposcd Work Program and Budget.
Following review by the Exploration Advisory Coni-
mittee, CONTRACTOR shalt make such revisions
as CONTRACTOR deems appropriate and submit
the Exploration Work Program and Budget to
EGPC for its approval. Following such approval it

is further agreed that :

(i} CONTRACTOR shall not substantially revise
or modify said Work Program and Budget nor |
reduce the approved budgeted expenditure | 3
without the approval of EGPC l
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(d) CONTRACTOR shall advance all necessary funds

- administration and operations

for all material, equipment, supplies personnel,
pursuant .to the Ex-
ploration work Program and Budget and EGPC shall
not be responsible to bear or repay any of the afore-

said oosts.

CONTRACTOR -shall be responsible for the pre-
paration and performance of the Exploration Work
Program which shall be implemented in a workmian-
like manner and in consistence with good mdustry

r

practices. - o

Except as is appropriate for the processing of data
and laboratory studies there on, to be made in
specialized centers outside A.R.E. all geoloical and
geophysical studies as well as any other studies relat-

ed to the performmnce of this Agreement, shall be.

made in the AR.E.

CONTRACTOR shall entrust the management of
exploration operations in the AR.E. to its technically
O
The names of such Manager and Assistant Manager
shall. vpon appointment, be forthwith notified to the
GOVERNMENT and to EGPC The Manager and,
in his absence, the Assistant Manager, shall be en-
trusted by CONTRAGTOR with sufficient powers
to carry out immediately and comply with al} lawful
written directions given to them by the GOVERN-
JENT or its representative under the terms of
this Agreement or any lawiful regulations issued or
hereafter to be issued which are applicable here-

under. .

CONTRACTOR shall supply EGPC, within thirty
(30) days from the end of each calendar quarter,
with a Statement of Fxploration Activity showing
costs incurred by CONTRACTOR during such
quarter., CONTRACTOR's records and necessary
supporting documents shall be available for inspec
tion by EGPC at any time during regular Wul:klng
hours for three (3) months from the date of receiving
each Statement, Within the three (3) months from
the date of receiving such Statement, EGPC shall

advise CONTRACTOR m writting if it considers :
(i} that the record of costs 1s not correct.

(i) that the costs of gocdls Or services supplied arc
not in line with the international market prices
for goods or scrvices of similar quality supplied
on similar torms prevailing at the time such
goods or services were supplied, prf:wid:d, how-
ever, that purchases madc and services perform-

ed within AR.E. shall be subject to Article
XXV ;

that the condition of the
CONTRACTOR docs not tally

ces, Of

materials fonished By
with their pri-

(111)

cnt General Manager and Assistant Manager.

|
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(iv) that the costs incurred are not reasonably re-
quired for operations,

CONTRACTOR shall confer with EGPC in connec-
tion with the problem thus presented, and parties
shall attempt to reach a setclement which is mutually
satisfactory. If within the time limit of the three (3)
months period provided for in this paragraph, EGPG
has not advised CONTRACT OR of its objection to
any statement, such statemeni, shall be considered

as approved,

CONTRACTOR shall supply all funds necessary
for its operations in A-R.E. under this Agreement,
in freely convertible currency from abroad. CON-
TRACTOR shall bave the right. to buy Egypuan
currency whencver requirecd and '

" be made at the local banks in the A.R.E. according

to the official A R.E. rate of exchange.

(%)

ARTICLE V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

-

MANDARTORY

the conversion shall .

]

|
;
|

At the end of the Second {2nd) year after the Effective |

Dute hereof, CONTRACTOR shall relinquish to the
GOVERNMENT a tetal of twenty-five (25) percent of
the original Area not then converted to a development

lease or leases.

;
i

|
!

At the end of the Fifth (oth) year after the Effective

Date hereof, CONTRACTOR  shall relinquish an addi-

tional twenty-five (20) percent of the original Area 0T .u5 3al i oo )

ihén converied to a developmot lease or leascs.

Without prejudice to
cnd of the exploration parivd, CONTRACTOR shall rc-
linquish the remainder of the orginal Arca not then conr
verted to a devclopment lease or leases.

FOLUNTARY

CONTRACTOR may, voluntarily, during any period
relinquish all or any part of the Area provided that at the
vime of such voluntary relinquishments

graph (b} have heen satisfied for such period.

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

Following Commercial  Discovery, EGPC and COlN-
TRACTOR shall mutually agree wpon arca 10 be relin
quished thercafter, except for the relingprshment provided
for above al the end of total exploration period.

Articles T1L, 1V and XX1, at the I RS I L PRTEN| P PRI [ 29e]) 5) JU D pas gy

its {inancial obliga- :
uons for cxploration expenditures under Article IV para-

i
1
I
i
!
1
I

|
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OPERATION AFTER COMMERCIAL DISCOVERY |

(a)

{b)

()

vava o Pt ey d {500 ) 1Y sadl - S 1 sl

ARTICLE VI

On Commercial Discovery, EGPC and CONTRA-
CTOR shall form in the AR.E. an opcrating com-
pany which shall be called Agiba Petroleum Com-
pany, hereinafter referred to as AGIBA or as Operat-
ing Company. AGIBA shall be subject to the laws
and regulations in force in the A R.E. to the extent
that such laws and regulations are not inconsistent
with the provisions of this Agreement or the Charter
of AGIBA ; however, AGIBA shall, for the PUrposes
of this Agrcement, be exempted from the following
laws and regulations as now or hereafter amended
or substicuted’ |

Law No. 26 of 1954 on Companes, as amended;

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

Law No. 60 of 1971 on Public Institutions and
Public Sector Units ;

Law No. 61 of 1971 on the staff Regulations of
Public Companies;

Law No. 97 of 1976 organising dealings in for-
eign Currencies;
Presidential Decree No. 1868 of 1974 restricting

some Contracts of Works of the Government to
Public Institutions and Corporations and Public

Sector Units.

The Charter of AGIBA is hereto attached as Annex
“ry?.  Within thirty (30) days after the datc of Com-
mercial Discovery, the Charter shail take effect and
Agiba shall automatically come into existence, with-
out any further procedures. In the event Agiba 1
created under the provisions of tlis Agreement, it
shail also become the Operating Company undcr the
provisions of the Concession Apreement signed bet-

ween the parties on , when
a4 Commercial Discovery occurs In the Arca covered

by said Agreement.

In the event Agiba has already come Ito existence
pursuant to the provisions of the Concession Agree-

ment between the partics signed on,
st shall automatically become the operatig conpany

withiy the meaning of this Agreerment and paragraph
(1) alxove shall be of no force and effect.

Nincty (90} days afrer the date
istence in acordance with paragraph
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hundred and twenty (120} days after the date of Com:-
mercial Discovery in theevent paragraph {c} above
applies, it shall prepare a development Work Program
and Budget for the remainder of the year in whicly the
Commercial Discovery is made ; and not later than
the fifteenth (15th) of October of said year (or such
other date as may be agreed upon) and the fifteenth
(15th) of October of cach year thereafter Agiba shall
prepare an annual Production Schedule, Work Pro-
gram and Budget for the succeeding year. The Pro-
duction Schedule, Work Program and Budget shalt be
submitted to the Board of Directors for approval.

Not later than the twentieth (20th)-day of each month,
Operating Company shall furnish to CONTRACTOR
a written estimate of its total cash requirements for
cxpenditure for the first half and the second half of
the succeeding month expressed in U.S. Dollars, hav-
ing regard to the approved budget. Such estimate
shall take into consideration any cash expected to be
ot hand at month end.

~ Payment for the appropriate period of such month
shall be made to the correspondent bank designated
in paragraph (e) below on the first day and fifteenth
day respeciivcly, or the next following business day,

]

is 2l ada r,:a.)lsu_:..};_rwtéﬁyu’ugﬁ_,m1
il S | [ ‘_‘i'_'n FJ:-H i) pens A EUJ{ ol lels
b5t salonns ¥ dmge By - ORI LY L Bl
o AT ol s ol ) il &l e gy g (1 2) e
B e a1 a (Vo) pte il ) ¢ (e OWY
Jas gli gy Sy gl Usde Lone 4o U5 Au L
,_]-u]'l Enu_,f_.i El:.i\'l Jta adds S dil pus 3

o ade it gall B W el A0

£yt SN J 0 iSa g A il et S oo (T )
CiaBy JsW cieadl (3 cARAd) Lhidd L) Lol L
WY -.:.ﬂ.:ﬂ_,ll S\ Y gl 2 hne Pt ﬁ.ﬂi o et
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padt 3 by o St () s Al 3 osFall Jeat AV it
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W | IPPTIE P I onaadl (LT e pdald sl

if such day is not a business day. okl g
: : . . e Biesdg ob cAdandl AU & 2 {5
(f) Operating Company is authonzed to keep at 1ts own L. af o d:i{ ":] _LE *:L..? ;,_.l‘l.! &«;‘; 4
disposal abroad in an occount opened with a corres- | e Y e e i e :LE "
pandent bark of the Chase National Bank (Egype), | sl JA#) etk ) gt s ol (sl ) e
Cairo, the forcign funds advanced by CONTRAC-| st il Gleadl 1e (o mnd] GsSa3 ﬁ'ﬂl
'TOR. Withdrawals from said account shail be used | ,i ¢ 800 g bete J guandl o (Y Sladsdly gz
- for payment for goods and services acquired abroad| 3 44 (p-prg)d S B0 ! Lo JULL e g S
and for wansferring to a local bank in the A.RE.l " PRI IS e PRI AP
the required amounts to meet expenditures, in Egyp-| - 77 T TR PO VIS PR v
tian Pounds, for Operating Company in constection S T
with its activities under this Agreement.
e L G JF Rl S L (1 el 3
Withut sixty (60) days after the end of each Fina- 51"':_' LJ 4.__.;! th Tl 1 e el ot i 2
ncial Year, Operating Company shall subwnit to thef & it A h ol - - e L )
appropriate exchange control autheritics in the AR E. |t o e il Al pa ot 7 a.de 1 R tt‘?-'r'E
a statement, duly certified by a recognized firm of | 5, .. MLy A PO TR S ELISEALE P! aldicee
auditors, showing the funds credited to that account, ’ | C Tl Ll o el e FUPI
the disbursements made ot of that account and the i ‘
balance outstanding at the end of the year. (ot il )
ARTICLE VII R 35 g
ite | o I E
RECOVERY OF COSTS AND EXPENSES g ity CAbypally TR S
(y (1) Cost Recovery Crude Oi 5 Y sde g et a_alah t_,_.«j_a.:!‘-:ijf —
) » - '“ . . ' - L ;:- . :ll_" 1| - g
Subject to the unditing provision onder this, pooeea LA S el et J;r_

b ’ ' - - By dacnila o 3
Agreement, CONTRACTOR shall recover all, yin oo po lp el Slchents ot =

costs and expenses i respect of all the explora- |
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tiu*n, development and related operations under
this Agreement to the extent and out of Thirty
(30) percent per annum of all Crude Oil proda-
ced and saved from all development lcases here-
undér and not used in Petrolemm operations.
Such Crude Oil is hercinafter referred to as
"Cost Recovery Crude Gil”,

Such costs and expenses shall be recovered

from Cost Recovery Crude Ol in the following
manner : | v

(i) - All operating expenses, incurred and paid

(ii) Exploration Expenditures, including those

(i)

(iv) To the extent that, i Tax Year, costs,

Production commenos

after initial Commercial 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
later of the Tax Year in which such cxpenses
are incurred and paid or the Tax Year in
which initial Commercial Production occurs.,

accumulated prior to the comunencement of
initial Commercial Production, shall be re-
coverabic at the rate of twenty (20) percent
per annum based on amortization at that rate
starting in the later of the Tax Year in which
such expenditures are incurred and paid or
the Tax Year in which inital Commercial

Development Expenditures, including those
accumulated prior to the commencement of |
initia! Commurcial Production, shall be re-
coverable at the rate of ten {10) percent per
annum hased on amortization at that rate
starting in the later of the Tax Year in which
such expenditures are incurred and paid or
the Tax Ycar i which initia) Commercial
Procinction commenccs.

Cxpenses  or exprreditures recoverable pet
paragraphs (i), {i) and (i) preceding ex-
ceeel the value of all Cost Recovery Crude
Oil for such Tax Year the excess shall be
carricd forward for recovery in the next succ-
ecding Tax Tear or  Years until fully re-
covered bt 1YL LSRG after the termina-

tion of the Agreement, is to CONTRA-
CTOR.

For the purpose of determining the classifi-
cation of atl costs, expenses aned cxpenditures
oy e reconsory, the following tesms sl

|
L

appl |
. “Eapioratk Fapenditares” shall yaean
Al costs and cxpenses Tov Exploration.
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2. “Development Exependitures” shall mean
all costs and expenses for Development
with the exception of Operating Expen-
ses.

3. ‘Operating Expenses” shall mean all
costs, expenses and expenditurgs made
after  initial Commercial Production,
which costs, expenses and expenditures
are not normally depreciable,

(vi) It is understood and agreed upbm that the
recovery of costs and cxpenses as based upon
the rates reffered to above shall be allocated
to each quarter proportionately (one fourth
to cach quarter). However, any allowable
costs and cxpenses not cecovered in one quar-
ter, as thus allocated, shall be carried for-
ward for recovery in the succeeding quarter.

(2) Contractor shall each year take and separately
~ dispose of all Cost Recovery Crude Oil preduced,
(except as provided in sub paragraph (a) (3) below

of thus Article VII) plus its share of the balance

of the Crude Qil as stipulated in paragraph {b)

below of this Article VII. To the extent that
the value of the Cost Recovery Crude Oil (as
determined in sub-paragraph (c) below) exceeds
the actual recoverable costs and expenditures,
including any carry forward from paragraph {(a)
(1) (iv) above, to be recovered in that year, the

value of such excess Cost Recavery Crude Oil
actually taken and separately disposed of by

Contractor shall be paid by Contractor to EGPC
in the manner set forth in Article 1V of the Ac-
counting Procedure contained in Annex “E” and

Contractor shall be deemad to have purchased
such exeerss Cost Recovery Crade Ot

Ch Nmeey daes pror b the commepcencut ol caels
vear EGPC shall b entitled 1o elect by notier
mn writing to CONTRACTOR w0 wake delivery
in kind, F.O.B. export trommal or other agreed
delivery point. of up o 50 percent of any excess
(xwst Recovery Crude O for that year, and
thevebye roditee the wmount w0 be purchased by
Contractor in the <anut perceRtage amuount.
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() {'1‘) For the purposes of detcrmining the value of the

quantity of Cost Recovery Crude Oil to which
CONTRACTOR is entitled hereunder during
cach calendar semester, the weighted average
price realized in freely convertible currency from
F.O.B. point of export sales by either EGPC or
CONTRACTOR under all Crude Qil sales con-
tracts currently in  cffect but  exduding Crude
Oil sales contracts involving barter, whichever
Is higher, to non affiliated companies during
such semester shall be used. It is understond
that in the case of C.I.F. sales, appropriate de-
ductions shall be made for transpotrt and insu-
rance charges to calculate the F.O.B: point of

£Xpart prce,

If during anv calendar semester there are no
such sales by EGPC or CONTRACTOR under
Crude Oil sales contracts currently in effect.
EGPC and CONTRACTOR shall meet and
mutually agree upon the price of Crude Oil to
be used in' determining the value mentioned
n subsparagraph (c) {1} above. Pending such

(2)

mutual agreement the price used shall be the |

last price determined pursuant to sub-paragraph
(¢) {1), or under this sub-paragraph (c) (2} which-
ever is later, and appropriate adjustment will
be made thereto after determination of a mut-
‘ually agreed price by EGPC  and CONTRA-
CTOR.

(d}) Operating Company shall prepare (not less than

ninety (90} days prior to the beginning of each
calendar semester following regular production)
and fumish in writing to CONTRACTOR and
EGPC a forecast, setting out the total quantity of
Petrolewmn thar Operating Company estimates can
be procduced. saved and transported hereunder dunng
such calendar semester in accordance with good oil
industry practices.  QOperating Company shall en-

deavour to produce each calendar scmester the fore-
cast quantitv.

The Crude Ol shall be run to storage
tanks constructed maintained and operated accord-
ing to Government reguiations, by Operating Com-
pany in which saict Crude O shali he metared or

otherwise meansured for royalty, and the other pur-
poses required by this Agrcement.

(¢ CONTRACTOR shall have the right and the obliga-

tion to separately take and export currently all of the
Crude Oil 1o which it is entitled as is determiner] in
accorclance with  sub-paragraphs {a) and (b} of this
Articke.  Subject 10 pavment  of sums due EGPC
under Article VIT {2} (2) and X, CONTRACTOR
shall have (he right ro retain abroad all
acquired by it abroad inclading the proceers from
the cale of ts tharg of Cunie Ol exported
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ARTICLE VII doallh aoU4
TITLE TO ASSETS J so¥t 4Kl

(a) EGPC shall become the owner of all assets acquired F-L.S'.IJ_, Mole Jeax (2 g ¥ G ASIbe LY s (1)

(b)

(a)

and owned by CONTRACTOR  in connection with
the operations carried out by CONTRACTOR or

Operating Company in accordance with the follow-
ng - |

n
4

(1) Lanxl shall becoihe che property of BEGPO as©

s00n as it is porchased.

(2) Title to fixed and movable assets shall by

transferred automatically and gradually from

" CONTRACTOR to EGPC as they become '

subject to depreciation in accordance with the
provisions of Article VII[ ; however, the full

title to fixed and movable assets shall be trans- :

ferred automatically from CONTRACTOR

to EGPC at the end of the year when 1ts total
cost has been recovered by CONTRACTOR

i accordance with the provisins of Articlc
V1L or at the time of termination of the Agrec

ment, whichever first aocurs,

The Book Value of the Assets created during each
calendar quarter shali be commumicated by CON.
TRACTOR to EGPC or by Operating Company
to EGPC and CONTRACTOR within thirtv {30)
days of the end of cach quarter.

During the term of this Agreement and the renewal
period CONTRACTOR and Operating Company
are entitled to the full use in the Agreement Area,
and other approved by EGPC of all fixed and mov-
able assets. CONTRACTOR and EGPC shall nat

dispose of the same except with agreement ol the
other.

CONTRACTOR mayv freely import into ARE,
use theren and freely export at che end of such use
machinery and cqeipment  which it cuher rents or
leases i accordance with good industry practices.

ARTICLE TX

SIGNATURLE AND PRODUCTION BONUSES

CONTRACTOR shall pay to EGPC as Signarure
Bonus the sum of Onc (1} Million U.S. Dollars not
later than twelve months followmg the Effcctive Date
of this Agreement by a bank guaranty issued by Chase
National Bank (EGYPT), Cairc to be submitted by
Contractor to EGPC on the Effective Date of this
Agreement
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(b) CONTRACTOR shall pay :

The sum of Two Million (2,000,000) U.S. Dollars as
a Production Bonus when the total average daily pro-
duction first reaches the rate of fifty thousand {50,000)
barrels per day for a period of thirty (30) consecutive
producing days. -

CONTRACTOR shall also pay :
The sum of Four Million (4,000,000 U.S. Dollass

(L5 ) Yol e I3 ol

i —

Y

as a Production Bonns when the total average daily |
production first reaches the rate of oné hundred .
thousand (100,000) barrels per day for a period of !
thirty (30) consecutive producing days.

CONTRACTOR shall also pay :
The sum of Six Million (6,000,000} U.S. Dollars :

as a Production Bonus when the total average daily
production first reaches the rate of one hundred and

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

{d)

Both e2for-caid 'Signﬂturﬂ and Production Boouscs
shall meither be recovered nor ameortized by CON-
TRACTOR.

(c)

In the event that EGPC clects to develop anv part |
of the Area pursuant to the sole risk provisions of
Article IIT (c) hereinabove, production from such solc

risk area shall be considered for the purposes of this
Article IX only if CONTRACTOR  cxercises 1ts

aption to share in such production,” and only from
the initial date of sharing.

(F)

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR. shall maintain an Office 1o A.R.E.

at which notices shall be validly served.

The General Mapager and assistant Manager shali be
entrusted by CONTRACTOR with sufficient power 1o

carry out immediately and comply with all local written
directions mven to him by the GOVERNMENT or 1is
representative under the terms of ths A;{rmfnrnt or any
Jlawful regulatioms issued or hereafter to be issued which
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are applicable hereunder and not in conflict with this
Agreement.

All matters and notices shall he deemed tn be wabidl-

werved which are left ar the officr of the Geneval Momager
ar which are sent to him by registered il 10 CONTRA-

CTOR’s office In ART
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All matters and notices shall be deemed to be validly
served which are left at the office of the Chairman of
EGPC or which are sent to him by registered mail at
EGPC’s main office in Cairo.

(a)

(b)

{c})

(d)

(e)

\avA 42 b oYy
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AR

Upon completion of the drilling of a productive well,

ARTICLE XI

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

Opcrating Company shall take all proper measures,
accordling to generally accepted methods in use in
the oil industry to prevent loss or waste of petroleum
above or under the ground in any form during drill-
ing, preducing, gathering and distributing or storage
operations. The GOVERNMENT hasg the right to
prevent any npératinn ori any well that it might rea-

sonably expect would result in loss or damage to the
well or the oil field,

N

Operating Company shall inform the GOVERN-
MENT or its representative of the time when the l
well will be tested and the production rate ascertained.

Except in instances where multiple producing forma-
tions in the same well can only be produced economi-
cally through a single tubing string, Petroleum shall
not be produced from multiple 01l carying zones
through one string of tubing at the same time, except
with the pror approval of the GOVERNMENT or

its representative.

Operating Company shall record data vegarding the
quantitics 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 withm
thirty (30) dave after it is obtained.  Dailv or weckly

statistics regarding the praduction from the Area
shall be available at all rcasonable times for exami-
nation bv authorized representatives of the GOV.-

ERNMENT.

Daily drilling records and the graphic loes of wells
must show the quantity and type of cement and the
amount of any other matertals used in the well for the
purpose of protecting petrolenm, gas hearing or fresh
water strafa.

Any substantial change of mechanical conditions of
the well after its completion should be subieet to
the approval of the representative of the GOVERN-

MENT. |
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(a)

(b)

(d)

(f)

ARTICLE XiI
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, Operating Company and
their contractors and subcontractors engaged in carry-
ing on operations under this Agreement shall be per-
mitted to import and shall he exempted from customs
duties, with respect to the importation of machmery,
equipment, vehicles, materials, supplies, consumable
items, féodstuffs and movable property when certificd
by a responsible representative of EGPC, to be used
solely in carrying on operations uncler this Agreement.

Each expatriate employec-of CONTRACTOR, and
Operating Company and the said contractors and
sub-contractors shall be permitted to import and shall
be exempt from all customs dutics with respect to the
reasonable importation of honschold goods, Items,
foodstuffs and personal effects including onc autome-
bile: provided, however, that such propcrties are im-
ported for the sole use of the employee and his family
and provided, further, that no such property imported
by the employee shall be resold by him in the A.R.E-
except in accordance with GOVERNMENT regula-

t1oNns. .

The exemption provided in (a) of this Article shall
not apply to any imported items when EGPC con-
siders and shows that items of the same, or substantial-
ly the same, kind and quality are manufactored
locally and are available for purchase and timely de-
Jivery in the A'R.E. at a price not higher than ten

(10} percent more than the cost of the imported jtem,

before customs duties. but after transportation and
insurance costs have heen added. :

Anv of the items imported into the AR.E. either
exermnpl or noi-exempt from customs duli::ﬁ, taxes or
imposts under this Article may be exported by the 1m-

porting narty at any time without the pavient of any.

export duty, ar 1Mpost.

Used but serviceable material, eanipment and goods
resyitine from operations hereunder may he sold with-
A R.E. provided that the purchasers pay the

in the + | :
applicable customs (luries, 1AXCs Or  IMPOsts, if any,
excent if «ld to EGPCG or an Affiliated enmpany of
EGPC.

opods o damaged or nsed

Material, equipment and o1
are classified hv

ax th he prm-cerienahle and which
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(a)

{1

In the event of such sale under sub-paragraph {c)

and (f) above, the proceeds from such sales shall be
divided in the following manner :

CONTRACTOQOR shall be entitled to reimburse-
ment of its unrecovered cost, if any in such material or

equipment and the excess, if any, shall be paid to
EGPC. '

L4

“Customs cdutics™, as used herein, shall include all
duties, taxes or imposts {except those charges paid to
the GOVERNMENT for actual scrvices rendercd},
whirh are payable as a result of the impartation of
the item or items under consideratior.. '

There shall be no licence required, and CONTRAC-
TOR, EGPC and their respective buyers shall be ex-
empted from any duty, tax, fee or any other financtal

impost in respect of the export of Petroleum here-
under. R

At 2 reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOR

shall meet and agres upon a procedure for scheduling
ranker liftings from the agreed upon point of export.

'ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING
- AND PAYMENT

EGPC, CONTRACTOR and Operating Company
shall each maintain at their business offices in the
A.R.E. books of account, in accordance with the Ac-
counting Procedure in Annex “E” and accepted ac-
counting practices generally used in the petroleun in-
dustry, and such other books and records as may be
necessary to show the work performed under this
Apreement, including the amount and value of all
Petrolenm produced and saved hereunder.
TRACTOR anc Operating Company shall keen their
hooks nf account and accounting records in United
States Delars.  Onerating Company shall furmish to
the COVERNMENT or its representative monthly
returns showing the amount of petroleurn produced
and saved hercunder. Soch returns shall he prepared
:n the form reauired by the GOVERNMENT or its
conresentative pnd shall be sisned hv the  General
Manamrer or by the Assistant Manager or a Anly desi-
aratedd depnty, and delivered to the COVERNMENT
ar its renresentative within thirty {3 davs after the
end of the month covered in the return.

The aforesaid books of account and other books and
recards referred to above shall he available at all

reaconahle times for inspection by duly authorized |

rrpt'{_-:;.{:nm1i~.*u:_~:_ of the GOVERNMENT.
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() CONTRACTOR shall submit to EGPC a Profit and

(a)

Loss Statement for the Calendar Year not later than
March 15 of the foliowing year to show its net profig
or loss from the petroleum operations under this
Agreement for such year,

CONTRACTOR shall at the same time submit a
vear-end Balance Sheet for the same Calendar Year

to EGPC.

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operaung Company shall
prepare and, at all times while this Agreement is in
force, maintain accurate and current records of ity
operations in the Area  hereunder CONTRA-

CTOR and/oer Operating Company shall furnish the

GCOVERNMENT or its representatives, in conform-
ity with applicable regulations or as the GOVERN-

MENT or its representatives may reasonably require
information and data concoming its operations under

this Agreement.

(b) CONTRACTOR and/or Operating Company shail

(d)

save and keep for a reasonable period of time a repres-
entative portion of cach sample of cores and cuttmgs
taken from drilling wells, to be disposed of, or for-
warded to the GOVERNMENT or its representa-
tives in the mamner divected by the GOVERNMENT.
All samples acquired by CONTRAGTOR andfor
Operating Company for its own purpose shall be
considered awailable for inspection at any reasonable
time by the GOVERNMENT or its representatives.
Any such samples which CONTRACTOR or Ope-
rating Company has kept for a period of twelve (12)
months without receipt of instructions to forward them
to the GOVERNMENT or its representatives ot else-
whiere may be disposed of by CONTRACTOR or

Operating Company at its discretion.

Unless otherwise agreed to by EGPC, in case of ex-

porting any rock samples outside ARE, samples
uivalent in size and quality shall, before such ex-

portation, be delivered to EGPC as  representative

of the COVERNMENT

Originals of records can only be exported with the
permission of EGPC ; provided, however, that mag-
netic tapes and anv other data which must be pro-
cessed or analysed outside the AR may be ex-

ported if 2 monitor or u comparable record, if avail-
able is maintained in the ARE. and provvicled

that such exports shall be repatnated to ARF. on

the understanding that they belong to LGP
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(e} Duting the period CONTRACTOR. is conducting
the exploration operations, GONTRACTOR shall
permit EGPC through EGPC’s duly authorized repres-
entatives or employees 1o have full and complete access
to the Arca ac all reasonable times with the right
to observe the operations being conducted and to in-
spect all assets, records and data kept by CONTRA-
CTOR, EGP(Ts representative, In  exercising its
rights under the preceding sentence of this paragra-
pb [e), shall not interfere with CONTRACTOR’s
aoperations. CONTRACTOR shall provide EGPC
with capics of any and all data (including but aot
limited to, geological and - geophsical | reports,

"logs and well surveys) information and in-
terpretation of such data and other information 1n
CONTRACTOR’s on. - All such data and
information shall be strictly confidential and shall
not be divuiged by EGPC except to affiliated com-

pamies, or by the GOVERNMENT, without the con- §

sent of CONTRACTOR while this Agrecment re-
mains in force. However, for the vurpose of obtain-
mng new offers the GOVERNMENT may show anv
' other party geophysical and geological data {the age
of which is not less than one year) with respect to
the Area adjacent to the Area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES
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COMTRACTOR shall entively and solely be respon | &1 Loty 3 oS00 L@ 20,0000 cimy Sl s

sible in law towards third parties for any damage caus-
ed by CONTRACTORs exploration oncrations and shall
indemnify the GOVERNMENT and/or EGPC against
all damages for which they mav be held liable on account
of anvy such aperations.

ARTICLE XV
PRIVILEGES OF GOVERNMENT
REPRESENTATIVES
MDuly authorized  representatives of the GOVERN-

MENT shall have access ta the Area covered bv this
Aprecment and to the operations cnducted therena.
Such renresentatives mav  evarine the bhooks, registers
anel records of ECPC. CONTRACTOR and Onerating
Commnanv and make 2 reasonahs  mamber of survevs,
drawings and tests for the nurpose of enfarcine  rhis
Apgrerment. They shall, fre this moronee. b eptitled 0
makr reaconahle pee of the machwary and instriments
of CONTRACTOR or Oneratine Comipany on the eon-
ditian that nn danger or imperdiment tn the onemtions
hervievmdesr shall arige Airectlv o mdivectle Fram sk pse

The COVERNMENT Jiatl indemnify
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said machmery and instruments. Such  representatives
shall be given reasenable assistanoe by the agents and em-
ployees of CONTRACTOR or Operating Company so
that none of their activities shall endanger or hinder the
safety or effeciency of the operations. CONTRACTOR o7
Operating Company shall offer such representatives all
privileges and facilities accorded to its own emgployees
in the ficdd and shall provide them, free of charge, the use
of reasonable office space and of adequately fumished

housing while they are i the field for the purpose of fa- |

cititating the objectives of this Article. Any and all mfor-
mation obtzined by the GOVERNMENT or-its represen- | ) ) H
tatives under this Arricle XVI shall be kept confidential ; > 2aaly (VD e ool IV 30U ] by W ylien )
with respect to the Arca and shali not be disclosed during
thé terms of this Agrcement without the prior written
consent of EGPCG and CONTRACTOR.

ARTICLE XViI

EMPLOYMENT RIGHTS AND TRAINING OF

ARAB REPUBLIC GF EGYPT

PERSONNELL
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(a) It is the desire of EGPC and CONTRACTOR that } *i’:‘ i LI L RCURNE L NP U G | R i I

pperations hereunder be conducted in a business-hike |

and efficient manner.

{1} The expatriate administrative, professional and
technical personnel employed by CONTRA-

CTOR or Operating Company and the person-
nel of its contractory for the conduct of the ope-

rations hereunder, shali be granted a residence
as provided for in law No. 89 of 1960 as amend-
ed and the work permit for aliens as provided

for in the Ministerial  Order No. 9 of 1963 as

amended without prejudice to the ARE.
Yaws and regulations vclating to public policy or:

public security.

{(2) A minimum of twent-five (25} percent of the

-

combined salaries and wages of cach of the ex-

yalriate aclnimstratne,

prafesstonal and techn-

1 | , .
ical personnel employed by CONTRAG TOR !

or Operating Comnpany shall be paid monthly 1
Egyptian Curvency,  On final repatniation such
personne! shall have the right to remit abroad
in U.S. Dollars rr other currencies the unused
portion of Egypinn Gurrency in exoess of twenty-
five (25) percent of such personnel’s salary.
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" each select its emplovees and deterrmine the umber
thereof, 1o be used for OpEEIoNS hereander.
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CONTRACTOR  shail, after
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(d)

(2)

of the petroleum industiy. " CONTRACTOR and

MVA o gt vr B (0 ) 4N sl o L )t S

Operating Company will undertake to replace grad- |

ualty their non-executive expptriate staffs by qualifi-
ed nationals as they are available.

During the period when CONTRACTOR is conduct-
g LExploration,” CONTRACTOR shall give mutu-

ally agreed numbers of EGPC employees an opportun-

ity to attend and participate in CONTRACTOR's

and CONTRACTOR's affiliate training programs

relating to exploration and development operations.
ARTICLE X1'1i!

LAWS AND REGULATTONS

CONTRACTOR. and Operating Ck}mpahy shall be
bound by Law No. 66 of 1953 (excluding Article 37

L

- thercof) as amended by Law No. 86 of 1956 and the

(b}

regulations issued for the implementation thereof, in-
cluding the regulations for the safc and efficient per-
formance of operations carried out for the execution
of this Agrcement and for the conservation of the
pctroleum resources of the AR.E. provided that no
regulations, modification or interpretation thercof
shall be contrary to or inconsistent with the provisions
of this Agreement.

EGPC and CONTRACTOR shall be cxempted
from all taxes. cxcept as provided in Article 11F para-
graph (f) for income taxes, with respect to the extrac-
ting, preducing, exporting or transporting of Petroleum
herevmder.  CONTRACTOR shall alse be exempted
from any tax on capital.

The rights and obligations of EGPC and CONTRA-

- CTOR under, and for the offective term of this Agree-

(d)

ment, shall be governed by und in accordance with the
provisions of this Agrecement and can onlv be altered
or amended bv the mutual agreement of  the said
comtracting parties.

The contractons and  sub-conracions of CONTRA-
CTOR and Operating Cumpany shatl be subject to
the provisions of this Agreement which affect them,
they shall also bound by all vegulations which arc duly
issued by the GOVERNMENT from time to time.

ARTICLE XIX
RIGHT OF REQUISITION

(a) 1n case of national emergency dne to war or imminent

expectation of war or internu! causes, the GOVERN-
MENT may requistion all or o pare of the produc
tion from the Arca obtained hercunder and Eequire

Operating Company o increase such production to RSN AN A I ) LI P VTR WA [P W L S | RN
The GOVERN- |

the utmost possible maxinmum.

|

I

MENT v also Fegpistion the ot field veelf anel,

1f necessary, rolated Taoibines,
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(b)

(d)

In any such case, such requisition shall not be effected
except after inviting EGPC and CONTRACTOR or
their representative by registered letter, with acknow-
ledgement of receipt, to express their vicw with
respect to such requistion. |

The requisition of production shall be effected by
Ministerial Order. Any requistion of the oil ficld
itself, or any related facilitics shall be cffected by a
Presidential Decree cluly notified to EGPC and CON-

TRACTOR.

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

(1) All damages which vesult from such requisition.

(2} Full payment cach month for all Petro'eum ex-
tracted by the GOVERNMENT less the Toy-

alty share of such production.

However, any damage resulting from  enemy attack
is not within the meaning of this sub-paragraph (d).
Payment hereunder shall be made to CONTRACTOR
in U.S. Dollars remittable abiead. The price paid
toc CONTRACTOR for Petrolcum taken shall be

calculated in accordance with Article VII Paragraph

(c)-

ARTICLE XX
ASSIGNMLENT

Eithce EGPC or CONTRACTOR shall be L-nti_t!::d
to assign its rights, privileges, duties and obligatiois
under this Agreement, provided that

(1) The assignor shall venay juintly and sevevally
liable with the assignee for the peformance of
the obligations and cuties of the assignor here-

under.

(2) The GOVERNMENT approval to assignment
shall be first obtained.
(3) The instrument of assizzment must include pro-

visions stating precischy that the assignee is bound
by all  terms and  pr wisiuns contained irl_ 'ths
Agreement angl any mndifications or additions
in writing that up to such time may have been
A draft of such instrument of assignment

nacle.
<hall be submitted o the GOVERNMENT [~y
view s approval eefore bemg [rmally |

executed:
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(b)

@
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VA Go b v d {550 ) YT Al o e il

(1)

@

(4) The obligations of the assignor arising from
this Agreement must have been duly fulfilled
as of the date such request is made or assignor
and assignee jointly and severally guarantec
fullfilment of any unfulfiled obligations of ass-
ignor in accordance with the terms of this

Agrecment. :

Any assignment made pursuant to the provisions
of this Article shall be free of any transfer or related
taxes, charges or fees

Notwithstanding the foregoing provisions of this Ar-
ficle XX, either EGPC or CONTRACTOR shall be
free to assign its rights, privileges, duties and obliga-
tions under this Agreement to an affiliated company
provided always that the assignor and assignee shall
be jointly and severally liable for the performance
of the obligations and duties of the assignor.

ARTICLE XXI

BREACH OF AGREEMENT AN POWER
TO CANCEL

The GOVERNMENT shall have the right to cancel
this Agreement by Order or presidential Decree, with
respect to CONTRACTOR, in the following ins
tanoes : .

If it knowingly has submitted any false state-
ments to the GOVERNMENT which were of a
material consideration for the exccution of this
Agreement,

If it assigns any  interest horcunder contrary to
the provisions of Articie XX hereof.

If it is adjudicated hankrupt by a court of com-

petent jurisdiction :

If it does not comply with any final decision
reac ied as the result of court proceedings con-
ducted under Article XXITI paragraph (a) here-
under ;

(4)

If iv intentionally extracts any wuneral other
than Petroleurn not authonzed by this Agreement
or without the authority of the GOVERNMEN U
cxcept such extractions as mav be unavoidable
as the result of cperations conduted hercunder
in accordance with accepted petroleum mdustry
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(6) If it commits any matcrial breach of this Agree- !
rhent or of the provisions of Law No. 66 of |
1953, as amended by law No. 86 of 1956, which |
are not expressly cemitradicted by the provisions .
of this Agreement. Such cancellation shall tak: |
place without prejudice to any rights which |
may have accrued to the GOVERNMENT
against .CONTRACTOR in accordance with :
the provisions.of this Agreement, and, in the |
event of such concellation, CONTRACTOR |
shall have the right to remove from the Area.
all its personal property. i

(b) If the GOVERNMENT deems that one of the afore-

. said causes {other than a force majeurc cause referred
to in Articte XXIT hereof) exists to cancel
this Agreement, the GOVERNMENT shall give
CONTRACTOR, nintely {90) days written notice |
personally served . on CONTRACTOR’s General |
Manager in the legally official manner and receipt .
of which is acknowleged by him or by his legal agents, |
to remedy and remove such cause ; but if for any |
reason such service is impossible due to un notified

change of address, publication in the Official Jour-

nale of the GOVERNMENT of such notice shall be |
considered 2s validly served upon CONTRACTOR. ;
Tf at the end of the said ninety {90) days notice period |

such cause has not been remedied and .rmmcd,i
this Agreement may be cancelled forthwith by Order |
or Presidential Decree as aforesaid- provided, how-

ever, that if such cause, or the failure to remedy or !
remove such cause, results from any act or omission

of one party, cancellation of this Agreement shall be '
effective only as against that party and not as
agamst the other party hereto-

CONTRACTOR shall be allowed to remove their .
belongings from the Area of any lease cancelled here-
under after settling all clapms duc to the GOVERN- |

MENT.

ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by
EGPC and CONTRACTOR, or either of thcmﬁf
of any obligation under this Agreement shall be
excused f, and to the extent that, such non-perfor-
mance or delaly is caused by force majeurc. The.
period of any such non-performance or delay, together !
with such prriod as may be necessary tor the restori-
tion of any damage done during such delay, shall be |
added to the tine given in this Agreement for the
performance of such obligation and for the perfor-
mance of any obligation dependent thereon and con-
sequently, to the term of this Agreement, bt cnly !
with respect 1o the block or blucks affecred, |
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(b) “Force Majeure”, within the meaning of this Ar-

()

(d)

(b

gpgenlialf

S e S e

ticle XXTI, shall be any order, regulation or direc- jassr o ol g 54 aa¥ 31 a0 6] oy otadly dolet

tion of the GOVERNMENT of the ARE: o

! iy Jalaadd il | s s Aol s 4

swirzerland with respeat to CONTRACTOR whether | <L Sdow Lo o1 0 31 K0 o )1 e K0 5 s
promulgated in the form or 2 law or otherwise, or | isus 4 0 > Cad 1 cAooar PUR IS BTSN S PRV
any act of God, inswrroction, riot, war, strike, and | 31 et 1 gAYV il ot St iy, A o ¥

other labor distutbances, fires, floods or any cause not
due w0 the fault or negligence of EGPC or CONTRA-

CTOR or cither of them, whether or not similar to

the foregoing, provided that any such cause as beyond
the reasonable contrel of EGPC and CONTRAC-

TOR, or cither of them.

without prejudice to the above and cxcept as may ke
otherwise provided herein, the GOVERNMENT
shall incur no responsibility whatsoever to EGPC
and CONTRACTOR, or eather of them for any

damages, restrictions or loss arismg in consequence }

of such case of foxrce majeure, except a force majeuce

- caused by the order, regulations or direction of the

GOVERNMENT of the ARAB REPUBLIC OF
EGYPT.

[f the force majeure event occurs during the initial
exploration period or any extension thereof and con-
tinues in effect for a period or two {2) years, CON-
TRACTOR shall have the option upon ninety {90)
davs prior written notice to  EGPCG to terminate its
obligations hereunder without further liability of any
kind and, if still in force, the Guaranty contained in
Annex "'C” hereto, shall be automatically cancelled
and EGPC, shall so notify the Bank w  release the

Guaranty,

ARTICLE XXIIi
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT |
and the partics herete with respect to the wmterpreta- !

tion application ur execution of thiy Agrecment, shall
be referred to the jurisdicuon of the appropaite
ARE. Courts and shail he finally settled by such

conres.

Any dispute arising between CONTRACTOR and
EGPC i connection with the present  Agresment
shall be finally settled by arbitration.

and Arhitration of the intemational Chamber of Com-

merce in the event of no provisions being made in

these Rules m certain cases, the Avbitrasors shall #s-
(ablish thely own procedures.

The arbiwa-
tionn shall be held In Stockholim, Sweden, and con-
ducted m accordanoe with the Rules of Conciliation
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() The arbitration ghall be initiated by cither party

w the other party that it clects

to refer the dispute 10 arbitration and that such
party (hereinafter referrde to as the “First Patry”) has
appointed an Arbitrator who shall he identified in
«id notice. The other party (hercinafter referred w
as the “Second Party”) within fifteen (15) days shall
notify First Party in writing identifving the Arbitra-
tor that it has selected.

giving notice

not appoint its Arbitrator
as aforesaid, the First Party shali have the right to
apply t the Court of Arbitration of the Internation:
al Chamber of Gommerce 1o appoint a second arb-
strator. The two arbitrators shall, within thirty (30}
days, select a third Arbitrator, failing which the third
Arbitrator shall be appointed by the Court of Arbi-
tration of the International Chamber of Commerce at

the request of either party.

(d) If the Second Party does

The third Arbitrator must be a citizen of a country
other than the A R.E. and Switzeriand and a couniry
which has diplomatic relations with hotis the ARE.
and Switzerland and shall have no cconomic interest
in the oil buzincss of the signatorics hereto.

(e)

parties shall extend to the Arbitration Board
access to the petroleum opera-
tions) for obtaining any :nformation required for the
proper determination of the dispute. The absence
or default of any party to the arbitration shall not be
permitted to prevent of hinder the arbitration proce-

dure in any or all of its stages.

The

(f)
a1l facilities {including

Pending the decision oF award, the operations or ac-
rivities which have given rise to the arbitration neet
not be discontinued.  In the event the deciston or
award recognizes that the complaint was justfied, pro-
vision may be made therein for such yeparation as
may appropriately be made in favour of the complal-

nant.

(4

Judgement in the award rendered may be entered
in any Court having jurisdiction and application may
be made in such Court for a judicial acceptance of
the award and an order f enforcement, as the case

may be.

(h)

The parties desire that, wherever appropriate, decis-
' awards shall specify a tme for compliance

(1)
rion shall contimue in force antwithstanding the term-

mation of this Agreement.

|

e YY 3 ot ) 2o

The provisions of this Agrecment eelating to arbitra-
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(k) PRINCIPLES OF GOODWILL, The signatories
base their reations with vespect to  this Agreement
on the principles of goodwill and good faith..
Taking into account their different nationalities, this
Agreement of such arbitration shail be given cffect
and shall be interpreted and applied in conformity
with principles of law common to the A RE and
Switzeriand and in die &bseuce ¢ $UCE COMMOLL PN -
ciples, then in conformity with the principles of law
normally recognized by civilized nations in gmcra.l
mcludmg those which have been applied bry mtt:ma
tonal Tribunals. |

!

)

ARTICLE XX1IV '

STATUS OF PARTIES
The rights, duties, obligations and liabilities’ in res-
pect of EGPC and CONTRACTOR hereundor shall
be several and not joint or collective, it being under-
stood that this Agreement shall not be construed as

constituting an associaton or COTporation or |:arma:r—
ship.

(2)

CONTRACTOR shall be subject to the laws of the |
place where it is incorporated regarding their legal
status of creation, organization, charter and by-laws
sharchoiding, ownenship. CONTRACTOR’s shares
of capital which are entirely held abroad shall not Le |
_negotiable in the ARE. and shall not be uffcrcd |
for public subscription nor shall they be subjeot to
the stamp tax on capital shares nor any tax or duty |
in the ARE. Contractor shall be exempted from !
the application of Law No. 26 of 1954 as amended, l
and from Law No. 9 of 1964, J

(b)

ARTICLE XX

LOCAL CONTRACTORS AND LOCALLY ,
MANUFACTURED MATERIAL l

CONTRACTOR or Opcrating Company, as the case
may be, and their contractors shall :

J

(a) Give priority to Jocul conactons as long as their pric-
es and performance arc comparable with interna-
tional prices and performance . CONTRACTOR
and Operating Company shall, however, subject to
the preceding sentence, he exempted from the pro- |
visions of Presidential Decre No. 1868 of 1974, as |

amended.

Give preferonce o tocally mdnufactured matenal,
eqquipment, machinery and  consumables so long as
their guality and time of dclivery arc comparable to | i
mternationallvy  available moterials, cqupment, ma.
chinery and consaumables.  However, such IT’lEltl.‘.l'i'alS{
equipment. wachinery aud consumables may be im-

(b)

e

i L0 2Lzl h Y ol ) e rgule (4)
Sl 4 o el e DN 2 ez
e U SR Sl BT L, L i
o poni? 9 LIV ohm Julid (50 OF pafont] Al
Cogrpre ) & amalt Liglh ngaleat) Gy Yinghi,
NI I § r&:\.}i_.h Syry pise Ul 5y, 1:,---L}-~_,j
el B e Ol GGt ol Wiy (5 00 o3
o P I VI T RN U T | O VIR T LI ¥
4 gadt Sy

( O3 mally dad JY 5oL )
WL LR Py f-eail
daisdl ol A, Ol ;33 Slad gty Oeimdl uow (1)
ialmir oy dladis L3WYH odia (§ Js\All, gt
.3 oY i-llﬁiigi_j_ﬁ.{ﬁ'dl r',.p.u s bl Y,
Sl & 3 o palias] &8 Wi 3V 85 g e

G L lidy L ol Y At o158 J5Ull iy fit
amat EISSL T A B SN U A B DI
Spm by Sl Byt Wl gt iy Dl
._ja-l.m AN 3 Wl S 1 Ul Lty e Dyl

Lt dhi ¥y plall L i 5 Lppi )

e 3Gt Lo ~o gV ot L oy R R PR N [
140f a.—J 1 o o sl 3ok o Jalall | da

S R T LA R 1 A AV

{ O pmahy Laliadt 52l LY )
lsea degloall Shglly () gdonll oyl abif

b 2 L;.FJ_,'LA..- _}1 L.-J'L..La..q]'u "'-.-h..llﬂ.” Lsr ~2 th}jl.n“' U"" e

SRSV JRaY

| A3, Pl T SLI L PR PN | Gl sbed) iy W slaet (1)

i L:J_jj- sy o' -L:-,,:.‘a_; BV 1 - U TR
C__,_,..;UL..__L.,JL LHEI! U;dl!'l_j J_,Lil’l 1_31..! d'b- L.Siq_}‘..«‘
HAA ol o Gl by Yol V) e

© OWodai g VAVE Lt VANA L3
- 3 v L"“"'htaﬂr.‘l_‘:ks_'j

‘....1'-.:1

-i'i .i!

24 LPWL VIR Sy O PRS- Mgedl AL asW cllael ()
33y it Aol ot Miless il Lo ¢ L3 aldt
plendly YY1, Slaali, Nl we L i el .

e R SR F R | prs 4 LYo 5;,.';_,.[\ U):l;_..._dﬂ

LN U PO B o PR o L PSR el o)



37 VAR YA ;J._.... J;:i Ty L.i (;p

—

ported for operations conducted hereunder if the local
price of such itmes at CONTRACTORs Operating

or Company’s operating base in A.R.E. is more than

ten (10) percent higher than the price of such import-
ed items before customs dutics, but after transporta-
tiont and insurance costs have been added.

ARTICLE XXII
ARABIC TEXT

The Arabic version of this Agreement shall, before the
Courts of A.RE. be referved to in construing or interpret-
ing this Agreement, provided, however, that in any arbi-
tration pursuant to Article XXIIT hercabove between
EGPC and CONTRACTOR the English and Arabic
versions shall both be referred w as having equal force
in construing or interpreting the ‘Agreemoent.

ARTICLE XXVIT
GAS

i Gas is produced or is capable of being produced from
the Area, EGPC and CONTRACTGR shall study all pos-
sible economio alternatives for its use and decide on the best

alternative for EGPC and CONTRACTOR jointly. The
cost and expenses in the field of producing non-associat-
ed gas shall be recovered in accordance with the Cost Re-
covery principles of Axticle VII. Production Sharing prin-
ciples of Article VII shall apply to the value of associat-
ed and non-associated gas if sold for expart and not used
in operations, flared or re-injected. FHowever, any Gas
not exported outside ARE. in a liquid or soild state, or
not used in operations including re-mjection), shall re-
main the property of the State and may be utilized by
EGPC and EGPC shall not be liable for payment to CON-
TRACTOR of any costs or expenses respecung any past

operations of CONTRACTOR relnted ro such Gas. Under
no circumstances will CONTRACTOR be responsible for

or bear any cost or expense meurred for otilization of Ca:. |

nsed internally in the ARE.

ARTICLE XXV

RELATIONSHIP WITH THE PETROLEUM
CONCESSION AGREEMENT CONCLUDED

PURSUANT TOQ LAW No. 5 of 1978

the Petroleum Concession Agreement concluded pur-
suant to Law No- 5 of ... 1978, wnder which

[

Agiba, in keeping records for this Agreement and for |
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(b) Agiba overhecad and other charges, and payroll of -
présonncd engaped In aotivities relating to the epera- |
tions oonducted under the two agreements, shall be
allocated on the basis of periodic time studies or upon
such other basis or bases as EGPC and CONTRA-

CTOR mmay agree.

Except for the shr:lring of common personnel or facli- %

ties, nothing in this Agreement shall be construed as
~ constituting any change in the relationships defined
in the aforesaid Petroleum Concession Agreement
and cach of the agreements shall be treated separately
and indenpently in ali respects, including, but I’lﬂt!
limited to, cost recovery, royalties, taxes and the |
computation of production sharing by EGPC  and
CONTRACTOR, respectively. |

ARTICLE XXIX
GENERAL

The headings or titley to each of the Arucles to this
Agreement arc solely for the convauence of the parties
hereto and shalt not be usad with respect to the interpreta-
tion or construction of said Articles. t

!

ARTICLE XXX

APROVAL OF THE ARE. GOVERNMENT

JThis Agreement shall not be binding upou any of the |
parties hereto unless and until a law is issued by the com-
petent authorities of the A R.E: authovizing the M mister
of Petroleum to sign said Agreement and giving this Agre-
ement full force and effect of law notwithstanding any

countervasling governmental enactment, and the agrcement
s siened by the Government, EGPC and CONTRACTOR. !

ARAB REPUBLIC OF EGYPT

BY |
EGYPTIAN GENRAIL PETROLEUM COR- |
PORATION !
BY:

;'
AGYPETCO OIL & GAS EXPLORATION |
S.A. |

BY E
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Annex A°

ARE — EGPC — AGYPETCO
West Razzak

Concession Agreement
DﬂCripiinn of the Arca

Annex B is an illustrative map of the scale v,

{ : 1,000,000 including the area covered and affected by
this agreement, "

-This area measures approximatcly
composed of all or part of 18 blocks, each complete

block of which is six (6) minutes latitude by six {6) minutes |

longitude, approx hundred (100) kms of surface area

The area is bounded by a group of straight lines. It s

tn be noted however, that the delineation lines of the m-
dividual exploration blocks in Annex "B are intended
to be only illustrative and  provisional and do not show

accurately their position in relation to  existing monu- |

ments and geographical features.
Cooordinates of the comer points of the area are given in

Annex "A”
| Annex A''-2
ARE - EGPC - AGYPETCO
West Razzak

Concassion Agreement

Description of the Arca

Point Latitude Longitude :

No. N. | E ' Duc
-

| |00 48 00" | 28° 3¢ 00" . South to point !
2 | 300 3¢ o0 | 287 36 007 | West to point 3
3 | 300 36 00" |28 24 OO South to point 4
4 |30 300 OO 29 24 O0° East to point 3
5 | 30* 300 00 28 3 00" South to point 6
¢ 300 240 00 |28 36" 000 . West to pam 7
7 {300 4 0 128000 007 | North to point 8§
g | 30° 360 00 | 28° 000 D07 | East w poimv Y
g | 30° 3% 00 + 8¢ 127 00" | North to point 10
10 | 30 48 XY 'u 28 127 OO | East o point b}
11 |30 48 O0° | 28 28" OO0 % South to point 12
¥ | 30" 427 00" * 78° 24° 00" | East 10 poim 1)
13§ 30 42 G 28" 30 LIl Morth o pennt 14
14 | w00 4% o0t | 280 oW . East 10 pomnt |
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ANNEX “C” (> gl
LETTER OF GUARANTY Dhas < Jllad
Cairo, 197 WY o sl
LEFTTER OF GUARANTY No. I 3 Ol Lln

EGYPTIAN GENERAL PETROLEUM CORPORA-
TION

Gentlemen, | - -

The undersigned, Chase National Bank (EGYPT),
Caira, az Guarantor, hereby guaranteces to the Egyptian
General Petroclum Corporation (hereinafter referred to as
EGPC) to the limit of Two Million (2,000,000) in U.S.
Cuwrrency the performance by AGYPETCQO OILL & GAS
EXPLORATION S A (hereinafter referred w as CON-
TRACTOR) of ils obligations required for exploration

tions to spend a minimum of Two Million (2,000,000
U.S. Dollars during the ininal Two years of the explora-
tion period under Article IV of that certain Concession
Agreement (hereinafter referred to as the “Agreement”)
covering that Area desoribed in Annexes “A™ and “B” of
said Agreement, by and between the Arab  Republic of
Egypt {hereinafter referred to as “A.R.E." EGPC and

CONTRACTOR, dated

Tt is understood that this Guaranty and the liability of
the Guarantor hereunder shall be reduced quarterly, dur-
ing the period of expenditure of said Two (2) Milhon
(2,000,000} U.S. Dollars by the amount of money expend-
ed by CONTRACTOR for such exploration operations
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ch such quarter. Each such reduction shalil be
durning each such qu U‘JJ"‘“'LHUﬁJ“ﬁmrJHW"#JWNJJI

established by the joint written statement of EGPC and
CONTRACTOR.

In the event of a claim by EGPC of non-performance
~ cirrender of the Agreement on the part of CONTRAC-
TOR prior to the fulfiliment of said minimum expend:- |
ture obligation under Article I'V of this Agreement there
shall be no liability on the undersigned Guarantor for pay- -
ment to EGPC unless and until such liability has been esta-

|

blished by written statement of EGPC sctting forth the

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

(1) This Letter of Guaranty will become available only
provided that the Guarantor will have been informed

in writing by CONTRACTOR and EGPC that the
Agreement between  CONTRACTOR, ARE. and

EGPC has become effective according to its terms,
and said Guaranty shall become effective on the Eff-

ective Date of said Agreement.
{2) This Letter of Guaranty shall, m any cvent, automa- |
tically expire : .

- a) Two (2) years and six {b) months after the date U
becomes effective. or |
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b) at such time as the total of the amounts shown on' 4 g o J1 2} 3Y1 5 5) 50 U P semes o Laize ()
guarterly joint statements of RGPC anc CON-, P FIY S Al bl J iy 4oyl beaar, 20 AT il
TRACTOR equals or exceeds the amount of said : -

minimum expenditure obligation. S EINCIE S R R |

whichever 1s earlier. | Y POUR Pt T3 LI

(3] Consequently, any.claim in respect thereof should be | jelealt B eadi G o SLAE Tae 3 s &1 56 Jb 5 (X)
made to the Guarantor prior to cither of said P:xpira_L- LG gean WY e Sleidt Sl Azt pu sty e 5T )5
‘tion date at the Jatest accompained by EGPC’s wrl-i I Gy o8 1 bl 4 s B e U 3y
tten statement, setting forth the amount of under ex-! SR
penditure by CONTRACTOR to the cffect that : |

a) CONTRACTOR has failed to perform its expen- l oLt B Sl Gl i o (T

iEJre obligations referred to in  this Guaranty. ¢ teal tia
b) CONTRACTOR has failed to pay the expendi- | A 3ol B omalt B b 6T ()

ture deficiency to EGPC.
We declare that on jssuing this Guaranty we did not | obladh § e 4o Jsbea J Lo vims Jlaab il 5

exceed the limit of total guaranties which we are entitied | SEVRINRR T T
10 1s8ue. 4 B ,
Please retum to us this Letter of Guaranty mn the event | we 5 Ll pea J 13, W1de Sleddl Clles okt ol
it does not become effective, or upon the expiry date, SUR TP
Yours faithfully,

- A L.:L:.‘I -
For the Chase National Bank (EGYPT)| (/%) 0¥ =% S o

Accountant Manager pall Tt {




ANNEX“D”
CHARTER OF

AGIBA PETROLEUM COMPANY

, e
WA ROV L - B 2

ARTICIE T

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

this Charter. -

The Company shall be subject to all laws and re- ‘
gulations in force in the ARE. to the extent that such
laws and regulations are not inconsistent with the prowis-
ions of thia Charter and the Agreement referred to below.

ARTICLE ! l

The name of the Company is ““Agiba Petroleum Comn-
pany” abbreviated as “AGIBA” _

ARTICLE I1i

The Head Office of AGIBA shall be in the ARE. in
Catro.

ARTICLE IV |

The object of AGIBA is to act as the agency through
which EGPC and AGYPETCO OIL & GAS EXPLORA- |
TION S.A. thereafter referred to as “CONTRACTOR” |
carry out and conduct the Development operations requi-
red in accordance with the provisions of the Agreement
signed on the day of by !
and between the ARAB REPUBLIC OF EGYPT, the
EGYPTIAN GENERAL PETROLEUM CORPORA-
TION and CONTRACTOR covering petrofeum opera-

tions in W. RAZZAK deserthed therein. {

AGIBA shall also be the agency to carry out and cond-
uct exploration operations after the date of Commercial

Discovery pursuant to CONTRACTOR's Work Program
and Budget approved in accordance with the Agreement. |

AGIBA shall keep account of all costs expenses and ¢x*
penditures for such operations under the terms of the Ag- |
reement and Annex “B thereto.

AGIBA shall not cngage v any business or undertake

1

any activity beyond th= performance of said operations
i
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- ARTICLE V

The authorized capital of AGIBA is twenty thousand
pounds Egyptian (L.E. 20,000) divided into five thousand
(5000) shares of common stock with u value of four
pounds Egyptian (L.E. 4} per share having equal voting
rights, fully paid up ant non-assessable.

EGPC and CONTRACTOR shall each pay for, hold and
own, throughout the life of AGIBA referred to abave one-
half (¥4) of the capital stock of AGIBA provided that
only it the event that exther party should transfer ﬂ;f' assign
the whole or any percentage of its ownership interest in
the entirety of the Agreement, may such transferring or
assigning party transfer of assign any of the capital stock
of AGIBA and, in that event, such transferring or assign-
ing party {and its successors and assigns) must transfer and
assign a stock interest in AGIBA equal to the transferred or
assigned whole or percentage of its ownership interest in
the entirety of the said Agreement.

ARTICLE VI

AGIBA shall not own any right, title, interest or estate in
or under the Agreement or in any development lcase crea:
ted thereunder or in any of the petroleum produced from
any exploration block or development lease area there-
under or in any of the assscts, equipment or other prope-
rty obtained or used in comnection therewith, and shall not
be obligated as a principal for the financing or perform-
ance of any of the duties or obligations of either EGPC or

CONTRACTOR under the Agreement. AGIBA shall

ot make anv profit from any source whateves

ARTICLE ¥1I

AGIBA shall be no more than an agent for EGPC and
CONTRACTOR. Whenever it is indicated heremn that

AGIBA. shall decide, take action or make a proposal and
the Tike, it is understood that such decision or judgemen:
s the result of the decision or judgement of EGPC and

CONTRACTOR, as may be reguired by the Agreement.
ARTICLE VI

AGIBA shall have a Board of Directors consisting of
cight (B) members, four (4) of whom shall be designated
by EGPC and the other four (4) by CONTRACTOR.
The Chairman shall be designated by EGPC and shall
also be a Mapaging Lhirector. CONTRACTOR
designate the General Mannger  whn
Managing Thrsctor.

shall
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ARTICLE XI

Meetings of the Board of Directors shall be valid if
a majonity of the Directors are present and any decision

R e L

C——— L — .

-

{ famenkt) 3300
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taken at such mectings must have the affirmmtive vote | O YW s 550 clebiznl odn 3 Gi 15 ghs el

of six (6} or more of the Dirvectors provided, however,

,_;i Qidcl_ﬁjil.-.&s‘)“ n:r]j—-ﬂ‘ ,:fﬁ‘_#‘ :J'l_,........ﬂ {4y -"L'-'._...-"«-:l.l:

that any Director mdy be represented and vote by proxy
held by another Director. - .

ARTICLE X

Géneral meestings of the sharcholders shall be valid if
a majority of the capital stock of AGIBA is represented
threat. Apy decisions taken at such meetings must
have the affinnative vote of shareholders owning or re
presenting 3 majority: of the capital stock.

ARTICLE XTI
| [

The Board of Directors shall approve the regulatiops :
covering the terms and conditions of employment of the
personnel of AGIBA employed directly by AGIBA, and
not assigned thereto by CONTRACTOR and EGPC. |

The Board shall, in due course, draw up thc'By-Lam
of AGIBA and such By-Laws shall be effective upon
being approved by a General Meeting of the Share- |
holders, in accordance with the provisions of Article X

hereof,
ARTICLE X1I

AGIBA shall come into existence within thirty {30) }
days after the date of Commercial Discovery as provided
for in the Agreement.

{
i

|

The duramon of AGIBA shall be for a Pﬂﬁﬂfi equal |
to the duration of thc said Agreement, including any |
rencwal thereof, ;

it shall be wound up and liquidated it the Agrtant'{nt
referred to above is terminated for any reason as provid-

ed for therem.

EGYPTIAN GENERAL PETROLEUM GORPO-
RATION

BY
AGYPETCO OIL & GAS EXPLORATION SA.

BY
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Annex “E”

ACCOUNTING PROCEDURE

ARTICLE T
GENERAL PROVISTONS

1. Definshons :

- The definitions contained in Article 1 of the Concess-
ion Agreement shall apply to this Accounting Procedure
and have the same meaning. Certain accounting terms
herein used are defined as follows :

(1) “Agreement” means the Concession Agreement |

of which this Annex 15 a part.

(2) “Non-Operator” means the partics to  the

Agreement other than CONTRACTOR when |

1t is performing work.

2. Statements of Activity :

A. CONTRACTOR or Opematng Company, as the
case may be, shall, pursuant o Artice IV of

the Agrecement, render to Non-Operator withio .

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 summerized by |

appropriate classifications indicative of the na-
ture thereof.

B. Operating Company shall render to EGPC and
CONTRACTOR within thirty {30) days of the
cnd of each month a Statement of Development
Activity reflocting ail charfes and credits relae-
¢d to the Development operation for  that
month summarized by appropriate classifica-

tions indicative of the nature thereof except |

that items of controllable material and uwnusual
charges and crediis shall be detailed.

3. Adjustments and Audits :

A. Each Statement of Exploration activity shall con-

clusively be presumed to be truc anad  correct

after three (31 months following the receipt of

- cach statemunt by  EGPG unless  within the
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said three (3) months EGPC takes wntten exeep- | ;o (3 ) 348 i aslhy S Wy Wl Lt el
tion thereto pursuant to Article 1V (f} ot the o . L
Agreement. During said three (3) months per- Stialig 55 55 W IR Jh By * ASWW
iod supporting documents will be avaitable for | | Cotels e by gl R T R
inspection by EGPC during all working hours. o oI S Capd Glin 3
CONTRACTOR will have the same audit | Jairdt peii Jaliel] Gy b gew Sas ) 5 ET edm o fut 3
rights on Operating Company statement as) e 3l f o€ Tt s s dead] 3
EGPC under this sub-paragraph. | | Slaleally, LA I p2dt 526 darri b el <
;
B. Al statements of Activity for Development for L""‘*’i’ L st e L0l Dbt biadh g BU (o)

any Calendar Year shall conclusively be pres-
umed to be true and comrect  twenty-four (24)
raonths following the end of any such year un-
less within the said twenty-four {24) months per-
iod EGPC or CONTRACTOR takes written
exccption thereto.  Pending expiration of
said twenty-four ‘(24) months EGPC or CON- '

TRACTOR or both of them shall have the
right to audit Operating Company accounts,
records and supporting documents for such year
in the same manner as provided in Article IV
(f) of the Agreement.

Currency Exchange : |

CONTRACTOR'’s books for Exploration and Ope-
rating Company books for Development and Ex- |
ploration, if any, shall be kept in the ARE. in !;
U.S. Dollars. All U3, |
be charged in the amount expended. Al Egyptian
Pounds cxpenditures shall be  traoslated 10 US.

Dollars at the official buving rate of exchange issu-

Dollar expenditures shall |

ed by the central Bank of Egypt on the first day '
of the month in which expenditures are recorded, :

and all other non-11.S. Doltlar expenditures shall be ‘
eranslated to U.S. Dollars at the buying rate of ex-
change for such currency as quoted by National
Westminister Bank Limited, London,at 10 : 30 am.
GAMUT.. on the [iret oy ol the month in which ex-
penditures are recorded. A record shall be kept of
the exchange rates used in wanslating Egyptian |
Pounds or other non-U.S. Dollar expenclitures to ]

Dollars. |

|
Precedence of Documenls . ;
In the event of any inconsistency of conflict berween
of this Accyunting Procedure and the

Agrecment treaung the same sub>
then the provisicns of the Agree .

E
P
[ ]

the provisions
provisions of the
ject differently.
ment shall preval.
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.-5_ Reuwision of Accounting Procedure : § | ; gkl N e (V)
" By mutual agreement between EGPC and GON- ., .;, - bkt ALl 1S A« Jdiy L L,,,C s et
TRACTOR, this Accounting Procedure may be re- e "o . 7o :J N . L'-,-
: vised from time to time in the hight of future arrange- CAddl Sl U rged o Y
E ments.

7. No Charge for interest an tnuestment ! __ toslelzadl o skl ALt Joawd pie (V)
Interest on investment shall not, at any thime, bt:i e VU e 3l Sl s J W o Jo s S ¥
charged as recoverable cost under the Agreement. | LIS B sl 3l TS

ARTICLE ii ( 43U sal Ll )

. 77 -COSTS, EXPENSES AND EXPENDITURES iy by malty iR

» Subject to the provisions of the Agrecment, CONTRA-; © s oo g SO Jomzy 3y o1 g sls LWL Wik
CTOR shall alone bear and, directly or through Operat- | LSS . L il 3 sl . o |
ing Company, pay the following ocosts and expenses, ~ - PR Gk OF S S M
which costs and expenses shall be classified and treated | \ibs Jalwy cgd Sligpadly GG oday o L5 U aally
in acoordance with Article VII of the Agreement. | ¢ AGEY e Lagledy 52U Y

. Eh.....ﬂ .,jjii- - X

E 3 SR LCRP PYPIECRP QETI R MR S WRU R W

T

1. Surface Rights :

All direct cost attributable to the acquisition, renec-
wal or relinquishment of surface rights acquired ity ot 2 -
and maintained in force for the Area. | i Vel GOl Ji s Leple Jpumdl o2 (AN ety

2. Labor :

A. Salaries and wages of CONTRACTOR’s or
Operating Company’s employees, as the case may
be directly engaged in the various activities under
the Agreement including salaries and wages paid | 3-8 2oy S AL G L L 3T ke o pas
to geologists and other employees who are tem-
porarily  assigned  to and employed in such .
::tivitics. *En Pl Ogbears i

) PPLIN 3
sAdeatle AW I aalt B Jalal e 3 yaly DT (1)
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B. CONTRACTOR's or AGIBA’s costs of holiday | < ¥ts Claalt w0l pliie 3 dime ¢ Uy Lt Gils b ()
vacation, sickness disability benefit, living and | i Ja s

housing altowances, travel time, bonuses and { o | A SYAI el s iy it J s S
other customery allowances applicable to the ' ' * |

salaries and Wagcs under ﬂlb‘ljﬂrﬂgmph 3 h:jhj J“"‘" _."’:I: J}"’,"tﬁ”.ﬂl *-'-'-'L-'-"'J!'lb "'---L.:J {LI_' u.JJ.-J1 L-,;{
A, 9, 11 A and 11 C of this Article 11, cost | 7507 F%1 (0 SR 110 St et
under this sub-paragraph 2. B shall be thirty """Jm' b s AT LU e — VYV ) L (oL
five (33) percent of the amount of salanes and L Sy S SR G O L T 3l R
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suant to law or assessment imposed by govern-
mental authority which are applicable to labor
cost of salaries and wages as provided under

sub-paragraph 2. A, and paragraph 9, 11; A | Al AN A

and 11.0 of this Article II.

3. Emgloyees Benefits

Contractor’s or AGIBA’s cost of established plans |
for employees group life insurance, hospitalizaton, |

pension, retirement, siock purchase, thereof, and
other benefits of a like nature, costs under this para-
graph 3 shail be 2% of the amount of salaries and
wages of expatriate employees and on a basis similar
to that prevailing in Oi Companics opcraung n
A-R E. for national employees, au as chargeable un-
der sub- h 2. A and paragraphs 9, 11. G ot
this Article 1l. Severance pay will be charged .at
a fixed rate applied to payrolis which will equal
an amount equvalent to the maximum liability for
severance payments as required by the obligations of
. the Operator under the A.R.E. Labor Law.

Material

Material equipment and supplies purchased or

fumished as such by CONTRACTOR or Operaung
- Company, _

- A, Burchases |
" Material, equipment and supplies purchased
shall be at the price paid by CONTRACTOR
or Operating Company after deduction of all
discounts actually received.

B. Material Furnished by CONTRACTOR :

Material required for aperations shall be purchas-
ed directly whenever practicable, except that
CONTRACTCR may fumish such material
from CONTRACTOR’s affiliates, stocks out-
side the A-R.E. under the following conditions:

(1) New M aterial (Condition “47)

New material transferred  from CONTRA-
CTOR’s affiliates warchouse or othar pro-
perties shall be priced at  cost, provided
that the cost of material supplied Is not
higher than international prices for ma-
rerial of similar quality supplied on simiar
terms prevailing at the timc such material
was supplied.
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(2) Used Material {Conditions “B" and "C"

(a) Material which is in sound and scrvice-
able condition and is suitable for re-use
without . reconditioning shall be classed
as Condition “B” and priced ar scventy
five (75) percent of the pmce of new
material.

Material which cannot be classified as
Condition “B” but which is servicable
for original function but substantially
not suitable for reconditioning, shall be
ciassed as Condition “G” and priced at

fifty (50) percent of the price of new
matenal. |

Material which cannot be classified as
Condition “B” or Condition “C” shall be
priced av a value Commensurate with
its use. |
{d) Tanks, buildings and
' involving crection cOsts
at applicable percentage
price. |

()

()

other equipment
shall be charged
of knocked-new

Warranty of Matertals
CTOR :
CONTRACTOR does not warrant
" furnished beyond or back of the dealer's of manufac-
turer’s guaranty ; and in case of defectve material,
credit shall not be recorded antit adjusment has been
received by CONTRACTOR from manufacturers of

ther agents.

5 Transporiaiion .

T ransportation of employees, equipment, ma{crﬁals
and supplics necessary for the conduct of activiues.

Employees transporia ion costs to the extent COVET-
ed by established poliay of CONTRACTOR. or Op-

erating Company, will include travel €xpenses for
employees and their famghes to and from the cmplo-
yees point ol origin at the ume of employment, at
me of separation and for vacations, and travelling
ex for employtes and their families incurred

as a result of transfer from one location (o ancrthe;.

T ransportation COSts
gy of transter from

lies incurred @s a FCS
tion to another Transportation COsts for employces
and ther famlics from ARE. w0 another locatot
than point of ongn shall mot be charged to ARE
Dpcratiuna.
. Services !
A, Quinde Narpw el
The cost ol cotuliants, |
uilities procured froan third parues.
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B. Cost of servioes performed by EGPC or by CON-
_ mmR or their Affiliated Companies in
fa!‘.‘.l.htl'ts inside or outside the ARE. Regular,
recurring, routine services, such, as interpretin
magnetic tapes and/or other analysis, shall be
performed and charged by EGPC and/or CON-
TRACTOR or their Affiliated Companies at
an agreed price.  Major projects involving en-
gincering and design services shall be perform-
cd by EGPC and/or CONTRACTOR or their
Affiliated Comypanies at a negotiated oontract
amount. Use of EGPCs CONTRACTOR’s
or their Affiliated Compenies’ whally owned
cquipment shall be charged at a rental rate com-
mensurate with the cost or ownership and opera-
tion, but not in excess of competitive rates curr-
ently prevailing in the ARE. For Exploration
CONTRACTOR's and its Affiliated Companies’
rates shall not include administracive overhead
COsts. -

7. Damages and Losses :

All costs or expenses necessary to replace or repair
darnages or losses incurred by fire, flood, storm, theft,
accident or any other cause not controllable by CON-
- TRACTOR or Operating Company through the
exercise of reasonable diligence "'CONTRACTOR
or Operating Company shall furnish Non-Operators
written notice of damages or Jossed incurred in excess
of ten thousand (10,000) U-S. Dollars per occurrence,
as soon as practicable after report of the same has
been received by  CONTRACTOR ar Operating
' Company.

8. [Insurance and Claims :

The cost of any public liability, property damage and

other insurance against liabilities of CONTRAC-
TOR, Operating Comapny and/or the parties or
any of them to their employees and/or outsiders as
may be required by the Laws. rules and regulations
of the GOVERNMENT or as the parties may agree
upon. The proceeds of any such insurance or claim
collected shall be credited against operations.
msurance is carried for a particular nisk, all related
expenditures incurred and paid by CONTRACTOR
or Operating Company in settlement of any and all
losses, claims, damages, judgements, and any other
expenses, including legal servaces.
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9.

10.

t1.

Indirect Expenses :

Camp overhead and facilities such as shore base,
warchouses, water systems, road systems, salaries and.
expense of field supervisory personnel, ficld clerks

assistants and other general employees indirectly serv-
ing the Area;

Legal Expenses @’

All costs and expenscs of litigation, or legal services
otherwise necessary or expedient for the protection
of the Area. inclucling attorney’s fees and expenses
as hereinafter provided, together with all judgements
obtained ~gainst the parties or any of them on acc-
ount of the operations under the Agreement, and
actual expenses incurred by any party or parties
hereto in seouring evidence for the purpose of defend-
ing against any action or claim Prosecuted or urged

aganist the operations or the subject matter of the

Agreement. In the event actions or claims affect-
ing the interest hercninder shall be handed by the legal
staff of one or more of the parties hereto, a charge
commensurate with cost of providing and furnishing
such services may be made to operations.

Administrative Querhead and General Expense :

A. While CONTRACTOR is conducting Explora-
tion activities.cost of staffing and maintaining
CONTRACTOR’s head office in the AR.L.,
and/or other offices established in the ARE,
other than field offices which will be charged as

pravided in Article 1T Paragraph 9 above, and ;

excepting salaries of emplovees of CONTRAC-
TOR who arc temporarily assigned to and
directly serving on the Area which will be char-
ocd as provided in  Article 1T Paragraph 2
above.

B. CONTRACTOR's admivistrative overhead out-
side the AR.E. applicable to the ARE Ex-
ploration operation which will be charged earh
month at the ratc of five {5) percent of total
Fxplaration expenditures  while CONTRA-
CTOR is conductine  Fxnloration activities.
However, CONTRACTOR shall not apply any
administrative  overhead outside: AR.E. while
Operating Company is conducting Exploration
sctivities. No  other direct  charges as such
for CONTRACTOR’s admmistrative overhead
outside the A.RE. will he applied agamnst the
Exploration  chlivation.  Examples of the tvpe
of casts CONTRACTOR is incurring and charg-
ine herenmder dhie to activities nnder the Agrec-
ment and coverad by said pereentages arc
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(2) Treasury —Financial and exchange = Al Yo liey LW LA Gl o ¥

problemns | |
- {3) Purchasing —Procuring materials, W Sl cltalbs S B Jpandt 0 b LY
equipment and supphes

(4) Exploration &Production . Lalal) L0y e iy LW clsWgcodh — &
—Directing, advising and ol
controllng the entire project | = LA
(3) Other deparl:mmts such as [egal cﬂmptrol s Sbhaadl 431y 40 12M DY 52V oY) - o
lexs and engineering which contribute time, P s Wty iy aled 2 Lmizgh
knowledge and experience to the operation. ) el
The foregoing does not preclude charging -
for direct service under sub-paragraph 6B | sl Slad il GBS Seandl S92 Adlay S50 Jeu Y
of this Article II. _ Co e W Sl sde e (0= V) et LAY e

. C. While operating Company is conducting activi- | e Jesw GahiY ohdeally W &0 5l il (o )
ties, Operating Company’s personnel engaged in ol gty LW A5, ul by i ol ?

general clerical and offioe Work, supermors S ) ) .- L.
and officers whose time is generally spent in the | ¥+ by daloadl 4oy 4ol Jlae¥l 3 O ptinety

main office and not in the field, and all employees | wis/} T f Ll dhaay (B Oy (n 1 Gib sl
generally considered as general and administra- | (r 4ale 4 Gaym Al Gub gty paeo s ¢ Jant 540
tive and not charged to  other types of expense, | i S pFUE e Y S0V ¢ Chas gend ] Grib WL

will be charged to operation. Such expenses o !,Jr._,u_,_,,au..n_pf_;_,:_,ub_,,auu‘fitf

shall be allocated each month between Explora- | Dtodt I e Tl eldasy ol oldac

tion and Development operations according to |~ == ' T e
sound and practicable accounting methods. o Ldadt LA

12, Taxes : | : :.Jl‘,.i.ll - \Y

'Ith;'R’ACTOR DI' Opcntmg ocomparny with respect to 1% I' ":.-L—'J‘-:: oG u’_“ JT le_ﬂ} X ‘@ ) u"
Agreement other  than those covered by Parag- C LW o BN 3Lb r (N — 9y &uy 31,
raph (f) (1) of Article three of the Agreement. * W g

13, Continuing CONTRACTOR Costs : T 5 el Joil NS ~ A

Costs of CONTRACTOR's activities required under | (*g *arg) I LW oy Lk sl LVVEH QICH R P
the agreement and incurred :xclumvcl}' in the ARYE. | e My * oA lealls LI B 20 0 o5 aw Lo d G5 lad

after Opﬂrﬂtlﬂg mﬂ'lpﬂﬂ}’ 1s formed. No sales ex- - WS Ld.;i P Shandl Sl e 3 5 R
penses may be recovered as a cost. ~ =
14. Other Expenditures : x 3 S ol - L

Any Costs, expenses or expenditures, other than | 25 Aot W UAF L O G gl iy as IS 4T
those which are covered and dealt with by the forego- | .~ T R N YR ™
ing provisions of this Article IT incurred by CON. | S o doAR lhont 5 055+ LN W e 3
TRACTOR or Operating Company under approv- v ahezall ldizdls Jealt maly cemsar Sldadl 45D
ed Wark Programs and Budgets.

ARTICLE I (TCh aally

INVENTORIES e
1. Periedic Tnventories, Notice and Representation : D Jumaidty Seie sosalt 25 (V)

At reamnabﬁe lélfrﬂgﬂli as aqltecl unon by kFGPC g oldady O 2N Doen aldeall Glege 2 2

and CONTRA R inventories sha!l be taken by —_— e o a a
- ‘ 14 M e rard 9 s ale o

Operating Company of the operations material which | 222 J==2 JALRL ot 4 _UM Llac -
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construction projects.  Written notice.of intentioh to
take inventory shall be given by Operating Cormpany
to EGPC and CONTRACTOR at least thirty (30)
days before any inventory is to begin so that EGPC
and CONTRACTOR may be represented when any
inventory is taken. Failure of EGPC and/or CON-
TRACTOR to be represented at an inventory shall
bind them to accept the inventory taken by Operating
Compiany who shall, in that event, fumish the party
not represented with a copy thereo.

Reoonciliation and Adjustment of Inventories :

Reconciliation of inventory shall be made bv CON-
TRACTOR and EGPC and a list of averages and

shortages shall be jointdy determined by Operating
Company and CONTRACTOR and EGPC, and the

inventory adjusted by Operating Company.

ARTICLE IV
COST RECOVERY

1, Statements of Recovery of Costs and of Cost Re-
covery Crude Onl -

CONTRACTOR shall, pursuant to Article VII of
the Agreement, render to EGPC as promptly as pra-
cticable but not later than thirty {30) days aiter ce-
ceipt from Operating Company of the Statement for
Development and Exploration Activity for the ]ast
month of a quarter a statement for that quarter show-

ing :
(i) Recoverable costs carried from the previous
quarter, if any.

fii) Recoverable costs incurred during the quarter.
(i) Total recoverable costs for the quarter, {i}4{it’.

(iv) Value of Cost Recovery Crude Osl taken and
separately disposed of by CONTRACTOR for
the quarter.

{ v) Amount of costs recovered for the quarter

(V’l

succeeding quarter, if any.
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Crude Oil taken and separatcly disposec of by |

CONTRACTOR over costs recovered for thf: '

quarter,

2: Paymenis :

If such statement shows an amount duc EGPC, pay-
ment of that amount shall be made in U.S. Dollars |

by CONTRACTOR tw EGPC with the rendition of |

<nich statement.
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3: Audit Right .

EGPC shall have a period of twelve (12) months
frony receipt of any statement under this Artide IV
in whioch to audit and raise objection to any such
statemnent. EGPCG and CONTRACTOR shall agree
on any required adjustment.  Supporting documents
and accounts will be available to EGPC during said
twelve (12) month period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

L: Explami'ﬂn Obligation Control Accounts
CONTRACTOR will establish an Exploration Obliga-

tion Control Account and an off-sctting contra account |
to control therein the total amount of Exploration ex-
penditures reported on Statements of Activity prepar-
ed per Article 1.2.A hereof, less any reductions agreed
to by EGPC and CONTRACTOR following written
exceptions taken by a Non-Operator pursuant 1o Ar-
ticle 1.3.A hereof in order to determine when min-
imum Exploration Obligations have been met.

Cost Recovery Control Account :

CONTRACTOR will establish a Cost Recovery Con-
trol Acoount and an off-setting contra account to con-
trol therein the amount of cost remaining to be re-
covered, if any, the armount of cost recovered, and
the value of Excess Cost Recovery Crude Oil, if any.

3. Mygjor Accounts :

For the purpose of classifying costs, expenses and ¢x-
penditures for cost recovery as well as for the purposc
of establishing when the explorauon obligatron ha

been met, costs expenses and cxpenditures sha' b
recorded in major accounts including the following

Exploration Expunditurcs

Development Expenditures other than operatng €.
penscs
Operating Expenses

Necessary sub-accounts shall he used. |

: - - r
Revenue accounts shall e maintaied by GO

TRACTOR to the extent necessaty for he codty r
recovery nf costs and the treatment of Cose Recoves |

Crude Onl.
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