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CONCESSION AGREEMENT

FOR PETROLEUM EXPLORATION
AND EXPLOITATION

Betwean

The Arab Republic of Egypt

and
The Egyptian General Peiroleum Corporation

and
Entreprise de Recherches et d’Activités Petrolidres

and
Sociéié Nationale des Petroles d’Aquilaine

in North Alexandria Area

This Agreement, made and entered imto on this

day by and between the GOVERNMENT OF THE
ARAB REPUBLIC OF EGYPT “AR.E.’ (hereinafter
referred to as “The Covernment), the EGYPTIAN GENE-
RAL PETROLEUM CORPORATION, a legal entity
created by Law No. 167 of 1958 as amended (hereinafter
referred to as “EGPC™) on the one hand and ENTREPRI-
SE DE RECHERCHES ET D’ACTIVITES PETRO-
LIERS and SOCIETE NATIONALE DES PETROLES
I’AQUITAINE, both companies organized and existing
under the Laws of France (heranafter collectively and
variously referred to as ELF AQUITAINE or as
“CONTRACTOR"}, ~n the other hand.

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amendd, estab-
lished that all minerals existing in mines and quarries in
A RE. including the territorial waters are the property
of the State ; and

WHEREAS, EGPC has applied for a concession for the
exploration, development and produvction of petroleum in
and throughout the Area referred to in Article I1, and des

cribed in Annex “A” and “B” which are attached hereof
and -

WHEREAS, ELF AQUITAINE agrees to undertake its
obligations provided hereinafter as a contractor with res-
pect to the exploration, development and production of
petroleum in said Area, and

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

WHEREAS, the Minister of Petroleum, pursuant to the
provisions of Law No. 86 of 1956, may enter into concession
agreem¥nt with EGPC and with ELF AQUITAINE as

a ocontractor, for petroleum opeations in the Area here-
inafter referred to.
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. NOW, THEREFQRE the parties hereto agrce as JECP AR ¥ 1Fy | PRV ol adl aa 2N
fodlows
ARTICLE 1 | (s aslh)
DEFINITIONS oy ad

(a) “Exploration” shall include such geological, geophysi- | a1y o= Jst-is o s}kl BT Juds “emnd)” ( 1)
cal, aerial and other surveys as may be contained in .._:_.'L_-H):H_, Joll él_,: 3 syl C..l’t JUF] o l-_,:iq,
the Approved Work Programs and Budgets, and the E_.};ﬂij,.mft:_ql,#;ﬂ Yol U S5 ciaazald

drilling of such shnt'holcs, core holes, stratigraphic i o) g i dall L Gt ]y 0 Sl C‘s ey
test, holes for the discovery of petroleum or the | _ “"77°* | ] T e
appraisal of petroleum discoveries and other related J gadlsiaisyl ﬁ:‘:‘ 5! Jo A LIS iy

holes and wells, and purchase or accquisition of such | Jyvabt ] el 8y ¢ b Tl LTy g2l a by
supplies, materials and equipment therefor, all as | & Miyc i L3 Slaadly slogly sl 3o

may be coutained in the Approved Work Programs i e dasadl bl | * .
and Budgets. The verb “explore” means the act oy e 8 o J-'l*’ Jos é‘-"— 3 byl i,
of conducting exploration, FCIC ) PER N PO f'l:i“ “ i ? il

(b) “Development” shall include, but not be Limited to, | idoal) BK ¢ aadl ¥ Juld ot do ¢ Jad “Lacd ()

all the operations and activities pursuant to Approved | b §itadl S, o) SRS ik,
Work programs and Budgets under this Agreement : ) ‘

NPFTEVIRR
(i) \:];31 respect to the drilling of development wells, YR WL AR AL () .

(i) with- I:cs'pcu:t to design, construction, installation, | Whwey Lty S5, ), P ot é(v)
servicing and maintenance of equipment, lines, | - U Jly55a 1, ohpailly 62N L, _,LJ-'-" ool dald
systems, facilities, plants and related operations, o daidl ot ey L oin Jliy 25 o L dalecld
to produce and operate safid wells, to take, save, 'J"'“\ Ot g e el y g8 ¢ L L
treat, handie, store, flare, transport and deliver ¢ wlrly e ‘d:r{* sdldely ¢ "-7-1:'“-'..! ‘4 Ll
petroleum for export, for local market, and to | ‘et adeala, caldiy ¢ *f"‘u:"“u-*!'.‘ S PR
undertake repressuring, recycling and other | ¢4)ssihaiely ¢ daiisle] Uaw elally c21al 3,04
secondary recovery projects. ol LGB e ey L,

(c) “Petroleum” means liquid crude ofl of various densi- | ¢ GltS L] do L (U o inn © Ju 501 ()

ties, asphalt, gas, casinghead gas and all other hydro- | ), W45k ok sl e (bt U ¢ SWITy ¢ e
carbon substatices that may be found in, and produc- | . -lf.lo ST WY
ed, or otherwise obtained, and saved from the Area | (+ 7 C7? 1.0 2 4 upd doy 55l

under this Agreement, and all substances that may be Jo ‘-’ i-i:hli o lr .ki:i':_, #-EJ"I Gy lr_;'ﬁ grad-|
extracted therefrom. oY palia 45l st BK iHayY Jia

(d) “Liquid Crude Oil” or “Crude Oil” means any hydro- | sl—as i RS e R W L I R (3)
carbon produced from the Area which is in a liquid | Yo W 3 OK 5 “ Wedl? a s g 900
state at the wellhead or lease separation or which is | ¢&esd ey Lol S Joas nal e (3 oF ¢ 201 e, e
extracted from the gas or casinghead gas in a plant. | U@l oo SUedl U 1 WD el (o3 s
Such terny includes distillate and condensate. c S Rl il padlfing | fens o
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~{¢) “Gas” is natural gas both associated and non-associated,
and all of its constituent elements produced from

any well in the Area and all nonhydrocarbon sub-
stances therein. Said term shall include residue gas.

(i A “barrel” shall consist of forty-two (42) United
States Gallons, liquid measure, corrected to a tem-
perature of sixty degree (60°) Fahrenheit.

{(g) “Commercial Well” means the first well on any geo-
logical feature which after testing in accordance with

sound and accepted industry production practices,
and verified by EGPC is found to be capable of pro-
ducing at the average rate of not less than six thousand
(6000} barrels of oil per day {B.O.P.D.) or two mul-
lion (2.000.000) cubic metres of gas per day, as the
case may be, for 15 consecutive days,

The date of discovery of a “Commercial Well”
is the date on which such well is completed and tested
according to the above. ~

(k) “A.R.E.” means ARAB REFUBLIC OF EGYPT.

(i) “Effective Date” meuns the date on which the relevant
law is issued and this Agreement is signed by the
Government, EGPC and the CONTRACTOR.

() “Year” or “Calendar Year” means 2 period of twelve
(12) months according to the Gregorian Galendar.

(k} “Financial Year” means the GOVERNMENT’s {inan-
cial year starting on January 1st and ending on Decem-
ber 31, both dates being inclusive.

() ‘Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax

returns or reports are required according to any ap-
plicable income, profits or other tax law or regulation
of the AR.E.

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

() The share capital, conferring majority of votes
at stockholders meetings of such company, of
which is owned directly or indirectly by a party
hereto;

(i) Which is the owner directly or indirectly of
share capital conferring a majority of votes at
stockholders’ mectings of a party hereto; or

(iii} Whose share capital conferring 2 majonty of
votes at stock holders’ meetings of such com-
pany and the share capital conferring a majority
of votes at stockholders’ meetings of a party
hereto are owned directly or indirectly by the

same Company.
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ARTICLE 11 (Luhalhl )
ANNEXES TO THE AGREEMENT WY 5>
Annex “A” is a description of the area covered and | LilgWl Jie LSy Lhals J Qiled Chooy o (1) el
affected bY this Agrﬂﬂmmt, hl:r:l'nafter referred to as . ﬂl‘i;hlt ”—qu;}l‘ -I:L(..&)Lru_:u_,
the “Area”. - - S
Annex “B” is a map on the scale of : 1 : 1,000,000 [ cnS¢ yunenne I ey i g o Al oo () gl

indicating the Area covered and affected by this Agree
ment and described in Annex “A”. This area is com-
posed of twenty two (22) exploration blocks as shown in
this map of Annex “B”.

Annex “C” is the form of a Letter of Guaranty to be
issued by THE NATIONAL BANK OF EGYPT and
to be suhnutttd by Contractor on the Effective Date
of this Agreement, for the sum of thirteen (13) million
U.S. Dollars, guaranteeing the excution of the CON-
TRACT OR’S minimum  exploration obligations here-
under for the first three (3} year exploration period.
Such guaranty shall remain effective for six months after
the end of the said three (3} year period except as it may
be released prior to that time in accnrdance with the terms

thereof.

Annex “D“ the form of a Charter of the nperat:ng
company to be formed as provided for in Article VI
hereof.

Amnex “E” ig the Accounting Procedure.

'I‘he mths “AI!- “B’!, I'JC!!'.. IIDH and ilE!i tﬂ th_is
Agreement are hercby made parts hereof, and they shall
be considered as having equal force and effect with the
provisions of this Agreement.

ARTICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and ELF
AQUITAINE as a Contractor, subject to the terms,
covenants and conditions set out in this Agreement, which
insofar as they may contradict with any provisions of Law
No. 66 of 1953, as amended, shall have the force of
Law, a concession in and to the Area described in Annexes
‘iA!" and E‘B’!;

() The GOVERNMENT shall own and be entitled
as hereinafter provided, to a rovalty in cash or m
kind of ten (10) percent of the total quantity of
petroleunr produced and saved from the Area during
the development period including renewal. Said
royalty shall be borne and paid by EGPC and shall
not be the obligation of the CONTRACTOR. The
payment of royalties by EGPC shall not be deemed to
result in income attributable to the CONTRACTOR.
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(b) An initial exploration period of three (3) years shalll el Slea (v) ool e Sl r IR R P T.x_:(‘_r.)

start from the Effective Date. Two extensions of
successively three (3) years and (2) years to the
inittal exploration period shall be granted, to CON-
TRACTOR at its option upon ninety (80) days prior
written notice to EGPC and subject only to its having
fulfilled its obligations hereunder for the ‘preceding
period, Notwithstanding any provision hereunder,
this Agreement shall be terminated if no Commercial
Discovery is declared by the end of the eight year of
the exploration period or upon the completion of drill-
ing and testing of any well actually being drilled or
tested at the end of the cighth year of the exploration
period, but more than six months, if during such
period of six months CONTRACTOR upon comple-
tion of such well does not give notice of Commercial
Discovery.

Failure of CONTRACTOR to exercise the option
to extend the initial exploration period for any of
the extension periods shall relieve CONTRACTOR
of any expenditure obligation with respect to any
such period not entered, but such failure to extend
shall not prejudice its rights to proceed with the
developments and/or confirmation of any Commercial
Discovery resulting from any well drilled during the
initial exploration period or any extension thereof
for which CONTRACTOR has entered. In the
event CONTRACTOR does not elect to extend the
inidal exploration: period, the Area covered by this
Agreement thereafter shall be limited to the Area
covered by the development lease or leases as shall
result from any previously made Commercial Dis-

COVery,

¢} “Commercial Discovery”, After discovery of Com-

mercial Well, CONTRACTOR will undertake as
part of its exploration program the appraisal of the
discovery by the drilling of one or more additional

wells, to determine whether such discovery is worthy
of being developed commercially taking into conside-

ration the recoverable reserves, production, pipeline
and terminal facilities required, estimated crude oil
prices, and all other relevant technical and economic
factors.

A Commercial Discovery may consist of one pro-
ducing reservoir or a group of producing reservoirs
which after appraisal is worthy of being developed
commercially,. CONTRACTOR shall give notice

of a Commercial Discovery to EGPC immediately
after the discovery is considered by CONTRACTOR

to be worthy of commercial development but in no

event later than the completion of the second ex-
_ploration apparaisal well, or one (1) year, following

L
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the date of discovery of the Commercial Well
whichever is earlier ; except that CONTRACTOR
shall also have the right to give such notice of Com-
mercial Discovery with respect to any reservoir or
reservoirs even if the well or wells thereon are not
“Commercial”’ within the definition of “Commercial
Well” if, in its opinion, a group of reservoirs consi-
dered collectively, could be worthy of commercial
development

Following receipt of such notice ECPC and CON-
TRACTOR shall meet and review all appropriate
data with 2 view to mutually agreeing upon the
.existence of a Commercial Discovery. The date of
Commercial Discovery shall be the date EGPC and
CONTRACTOR mutually agree that a Commercial
Discovery exists.

If Crude Oil is discovered but is not deemed by
CONTRACTOR a Commercial Discovery under
the above provisions of this paragraph (¢}, EGPC shall,
one (1) year after the expiration of the period specified
above within which CONTRACTOR can give notice
of Commercial Discovery, or twenty four (24) months
after the commpletion of a well not considered a “Com-
mercial Well”, have the right, following sixty (60)
days notice in writing to CONTRACTOR, at its
sole cost, risk and expense, to develop, produce and
dispose of all Crude Qil from the geological feature

on which the well has been drilled. Said notice shall
state the specific area covering said geological feature

to be developed, the wells to be drilled, the pro-
duction factilities to be installed and EGPC’s esti-
mated costs thereof. Within thirty (30} days after re-
ceipt of said notice CONTRACTOR may, in writing,
clect to develop such area as provided for in the
case of Commercial Discovery hereunder. In such
event all terms of this Agreement shall continue to
apply to the specific area, \

If CONTRACTOR elects not to develop such area,
the specific area covering said geological feature shall
be set aside for sole risk operatons by EGPC.
In- the event NALEPCO (defined in  Article VI
below) has come into existence EGPC shall be
entitled to have NALEPCO perform such opera-
tions for it at FOPCs sole Cost, risk and expense.

|
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When EGPC has recovered from the Crude Qil
produced froen such specific area a quantity of
Crude Oil equal in value to three hundred (300)
percent of the costs it hag incured, CONTRACTOR
shall have the option, only in the event there
has been a separate Commercial Discovery,
to share in further development and production
of that specific area upon paying EGPC one
hundred (100) percent of such costs indurred

by EGPC. Such one hundred (100) percent pay-
ment shall be recovered by CONTRACTOR from

Cost Recovery Crude in the normal manner for the
recovery of expemses. Immediately following such

payment the specific area shall either {i) revert to
the status of an ordinary development lease under this

Agreement and thereafter shall be operated in accor-
dance with the terms hereof; or (ii) alternatively, in

the event that at such time EGPC or its affiliated
company is conducting all development operations

in the area at its sole expense and EGPC elects to
continue operating, the area shall remain set aside

and CONTRACTOR shall only be entided to its
production sharing percentage of the Crude Oil as
specified in Article VII (b) below. The sole risk
crude oil shall be valwed in the manner provided in
Paragraph (c} of Article VII. In the event of any
termination of this Agreement under the provisions
of Paragraph (b} above, this Agreement shall, however,
contmue to apply to EGPC’s operation of any sole
risk venture hereunder, although such Agreement
shall have been terminated respect to CONTRAC-

TOR pursuant to the provisions of said Paragraph
{b) above.

(d) The development period shall be twenty (20} years

from the date of 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 written notice 10 EGPC, Following
Commercial Discovry the extent of the whole area
capable of produciton to be covered by development
lease or leases shall be mutually agreed upon by
EGPC and CONTRACTOR and be subject to the
approval of the Minister of Petroleum, Such area
shall then be converted automatically into a develop-
ment lease or leases without the issuance of any addi-
tional legal instrument or permission.
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Development operations, thereafter, shall be started
promptly by NALEPCO and, unless EGPC and CON-

TRACTOR agree otherwise, at least one drilling rig |

shall be used continuously umtil, in accordance with
oil field practices and accepted petroleum engineer-
ing principles, the field is considered to be fully deve-
loped. In the event no commercial production of
Petrolenm iz established i any one of the blocks in
which a Commercial Discovery is made within seven
(7) years from the date of such Commercial Dis-
covery, or within fifteen (15) years from the effective

.datc, whichever is earlier, such block shall be surren-
dered.

(¢} In the cvent that a Commercial Well or Commercial

Discovery is declared at a water depth which preclu-
des immediate development due to the unavailability
of adeguate reliable and economic technology in the
industry for deep offshore development and produc-
tion, appraisal and development operations shall
be suspended for a lag of time, the duration of which
shall be mutnally agreed upon between CONTRAC-
TOR and EGPC, until such technology beccmes
available with a maximum limit for having commer-
cial production within fifteen (15) years from the
effective date of this Agreement, otherwise such

block {s) concemed with the discovery (s} shall be
surrendered. |

However, renewal of Development Period shall
be extended by a period equivalent to such delay
due to nonavailability of Technology with a maxi-
v of five (5) years.

(i CONTRACTOR shall bear and pay all the costs and
expenses required in carrving out all the operations
under this Agreement, but such costs and expenses

shall not nclude financing fees and charges or -
terest on investment. Such costs and expenses shall

be recoverable as provided in Article VII. During
the term of this Agreement and its renewal the total

production achieved in the conduct of such operations
shall be divided between EGPC and CONTRAC-

TOR in accordance with the provisions of Article
VIT.
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{g} (1) CONTRACTOR shall be subject to the laws in

force from time to time of the AR.E. and the

political sub-division thereof which impose taxes |

on or measured by income or profits, including
those laws imposing the commercial and industrial
profits tax, mamicipal tax, defense tax and national
security tax on income and dividends paid with
respect to shareholders (hereinafter referred to

as AR.E. Income Taxes), and, except as other- |

wise provided m the Agreement, shall comply
with the requirements of such laws with respect
io the filing of retums. the assesgment of tax and |
the keeping for review by authorized persons of
books and records. For these purposes, any

ARE, Income Taxes for which CONTRAC- i

TOR's shareholders may be liable shall be dee-
med to be a tax levied againgt CONTRACG-
TOR. EGPC's share of the Crude O deter-
mined under Article V]I shall include an amount
equal m value to all of CONTRACTOR's A R.E.
Incamie Taxes.

half of CONTRACTOR all ALR.E. Income Taxes
as defined in Para {g) {1) out of the suns recetv
ed by EGPC from the sale or other dispesibion
of 1ts share of the Crude Oul

(3) EGPC shall furnish to CONTRACTOR the pro-

per official receipts cvidencing the pavment of

GONTRACTOR's AR.E. Income Taxes, within |

one hundred and fifty {150) days following the
commenicement of the next snsuing Tax Year,

Such rm&ipta shall be issued by the proper
Tax Authorities and shall state the amount and

other particulary customary for much receipts.

(A} T calculating its AR.E. Income Taxes, EGPC shall

be entitled to deduct royalties paid by EGPC to the
GOVRNMENT and the A.RE. _ Income Taxes of |
CONTRACTOR paid by EGPC un GONI"RAC—
TGR’S behalf.
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ARTICLE IV

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence exploration here-
under not later than six (6) months after the Effcc-
tive Date. Not later than the end of the twentieth
month after the Effective Date, CONTRACTOR
shall start exploration drilling in the Area.

CONTRACTOR shall spend a minimum of thir-
teen (13) million U.S. Dollars on exploration opera-
tions and activitics related thereto during the initial
three (3) year exploration period, which shall include
the cost of drilling two (2) wells. For the additional
period(s) which CONTRACTOR clects to extend
beyond the initial three (3} year exploration period
CONTRACTOR shall spend a minimum of :

(1) fifteen (15) million U.S. Dollars.
for the first three {3) year extension period.

(i5) nine (9) million U.S. Dollars for the second two
(2) years extension period,

Such periods corresponding respectively to the fourth
(4th), fifth (5th). sixth (6th), and to the seventh (7th)
cighth (8th) years, after the Effective Date.

If CONTRACTOR should spend more than the
minimum amount required to be expended during
the initial three {3) years exploration period or during
any subsequent exploration period thereafter, the ex-
cess may be subtracted from the minimum amount
of money required to be expended by CONTRAC-
TOR during any succeeding exploration period or
periods, as the case may be,

(b) In case CONTRACTOR surrenders its exploration

obligations in this Agreement, as set forth above, be-
fore or at the end of the third (3rd) year of the initial
exploration period, having expended less than the
total sum of thirteen (13) million U.S. Dollars on ex-
ploration, or in the event at the end of the third (3rd)
year CONTRACTOR has expended less than said
sum 1 the Area, an amount equal to the difference
between the said thirteen {13) million .U.S. Dollars
and the amount actually spent on exploration acti-
vities shall be paid by CONTRACTOR to EGPC
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at the time of surrendering or within three months
from the end of the third (3rd) year of the initial
exploration period, as the case may be. Any ex-
penditure deficiency by CONTRACTOR at the end
of any subsequent extension period which CON-
TRACTOR elects to enter, ghall similarly., and for
the reasons just noted, result in a payment in full
by CONTRACTOR to EGPC of such deficiency.

Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitled
to recover any such payments as exploration expen-
diture in the manner provided for under Article VII
in the event of development of cornmercial production.

In case no Commercial Discovery is established by
the end of the exploration period, or in case GON-
TRACTOR surrenders its exploration rights under
this Agreement prior to this time, EGPC will not
bear any of aforesaid expenses spent by CONTRA-
CTOR.

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

cach year or at such other times as otherwise mu-
tually agreed to by EGPC and CONTRACTOR,
CONTRACTOR shall prepare an Exploration Work
Program and Budget for the Area settng forth the

exploration operations which CONTRACTOR pro-
poses to carry out during the ensuing year. During

the exploration period such Work Program and Bud-

get shall be at least sufficient to satisty CONTRA-
CTOR’s minimum expenditure obligation for the

period it covers, taking into account any credits for
excess - expenditures by CONTRACTOR m prior ex-
ploration periods,

The Exploration Work Program and Budget shall
be reviewed by a joint committe to be established by
EGPC and CONTRACTOR after the Effective Date
of this Agreement. This committee, hercinafter re-
ferred to as the “Exploration Advisory Committee”,
shall consist of six (6) members, three (3) of whom
shall be appointed by EGPGC and three (3) by CON-

TRACTOR.

The chairman of the Exploration Advisory Com-
mittee shall be designated by EGPC from among
the members appointed by it, The Exploration Ad-
visory Committee ghall review and give such advice
as it deems appropriate with respect to the proposed
Work Program and Budget. Following review by
the Exploration Advisory Committee, CONTRA-
CTOR. shall make such revisons as CONTRACTOR
deems appropriate and submit the Explnratmn Work
Program and Budget to EGPC for its approval.
Following such apprwal it is further agreed that :
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i) Subject to approval of EGPC, CONTRACTOR
may revise or modify said Work Program and
Budget as may be required for operational reasons
or as a reselt of exploration activities, it being
understood that the approved budgeted expen-
diture will not be reduced without the approval
of EGPC ; and

if) In the event of cmergencies involving danger of
lives or property, CONTRACTOR may expend
such additional unhudgeted amounts as may be
required to alleviate such danger. Such expendi-
tures shall be considered in all respécts as explora-
tion expenditures and shall be recovered pursuant
to the provisions of Article VII hereof.

CONTRACTOR shail advance all necessary funds
for all materials, equipment, supplies, personncl, ad-
ministration and operation required for exploration
and related operations pursuant to the Exploration
Work Program and Budget and EGPC shal] not be
responsible to bear or pay any of the aforesaid costs.

CONTRACTOR shall be responsible for the prepara-

tion. and performance of the Exploration Work Prog-
ram which shall be implemented in a workmanlike
manper and consistent with good industry practice.
CONTRACTOR . shall entrust the ement of
exploration operation in the A.RE. to its technically
competent General Manager and Deputy General
Manager. The names of such Manager and Deputy
Manager shall, upon appointment be forthwith no-
tified to the GOVERNMENT and to EGPC. The
Manager and, in his absence the Deputy Manager,
shall be entrusted by CONTRACTOR with sufficient
power to carry out immediately and comply with all
lawful written directions given to them by the
GOVERNMENT or its representative under the
terms of this Agreement or any lawful ations
issued or hereafter to be issued which are applicable
hereunder,

CONTRACTOR shall supply EGPC within thirty
(30) days from the end of each calendar quarter with
a Statement of Exploration Activity showing costs in-
curred by CONTRACTOR during such quarter,
CONTRACTOR'’S records and necessary supporting
documents shall be availble for inspection by EGPC
at any time during reguiar working hours for three
{3} months from the date of receiving each statement.
Within the three (3) months from the date of recei-

ving such statement, EGPC shall advise CONTRAC-
TOR in writing if it considers :

that the record of costs is not correct.
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if) that the costs of goods or services supplied are
not in_line with, the international market prices
for goods or services of similar quality supplied
on similar terms prevailing at. the time such’

ds or services were supplied, provided, how-
ever, that purchases and ‘services performed.
within A.R.E. shall be subject to Article XXIV,

or

| #i) that the condition of the materials furnished by,
CONTRACTOR do=s not tally with their
prices, or -

iv) that the costs incurred are pot reasonably requi-
red for operations.

CONTRACTOR shall confer with EGPGC in con-
nection with the problem thus presented and parties
shall attempt to reach a settlement which is mutually
satisfactory. 1f within the time Limit of the three {3)
months period provided for in this paragraph, EGPC
has not advised CONTRACTOR of its objection to
any statement, such statement shall be considered as
approved. '

g) CONTRACTOR shall supply all funds necessary for
its operation in AR.E. under this Agreement in freely
convertible currency from abroad, CONTRACTOR
shall have the right to buy Egyptian currency when-
ever required from authorized banks or EGPC and
the conversion shall be made at the local banks in

the A.R.E. according to the official ARE. rate of
exchange,

ARTICLE V
MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY RELINQUISHMENTS :

At the end of the: third (3rd) year after the Effective
Date hereof. CONTRACTOR shall relinquish to the
GOVERNMENT a total of twenty (20) percent of the
original Area, not then converted to 2 development lease
or leases

Provided CONTRACTOR has elected to extend this |

Agreement as provided in Article IHI, paragraph {b), then

at the end of the sixth year after the Effective Date |

hereof, CONTRACTOR shall relinguish to the GOVE-
RNMENT a total of thirty (30) percent of the original
Area, not then converted to a development lease or

At the end of the total exploration period CONTRA-

CTOR shall relinguish the remainder of the original

Area, not then converted to a development lease or leases.
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VOLUNTARY RELINQUISHMENTS

CONTRACTOR may voluntarily at any time relin-
quish all or any part of the Area provided that at the
time of such voluntary relinquishment its financial obliga-
tions for exploration expenditures under Article IV para-
graph (b) have bean satisfied.

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

Following Commercial Discovery, EGPC and CONT-
RACTOR shall mutually agree upon any area te be relin
quished thereafter, except for the relinquishment provided
for above at the end of the total exploration period.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discovery EGPC and CONTRA-
CTOR shall form in the AR.E- an operating com-
pany which shall be called NORTH ALEXANDRIA

PETROLEUM COMPANY, hereinafter roferred to
as NALEPCO. NALEPCO 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 incon-
sistent with the provisions of this Agreement of the
Charter of NALEPCO. However, NALEPCO

shall, for the purpose of this Agreement, be exem-
pted from the following laws and regulations as now
or hereafter amended or substituted.

— Law No. 80 of 1947 on Exchange Control and
its executive regulations, as amended;

—= Law No. 26 of 1954 on Companies, as amended;

—- Law No. 141 of 1963 on Represetation of Emp-
loyees and Workers on the Boards of Companies;

— Law No. 60 of 1971 on Public Institutions; and

— Law No. 61 of 1971 on the Staff Regulations of
Public Companies.

Presidential Decree No. 1868 of 1974 restric-
ting some Contracts of works of the Govemn-

ments to Public institutions and corporations and
; Public Sector Units.
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(6) The Charter of NALEPCO is hereto attached as

Annex “D ¥, Within thirty {30) days after the date
of Commercial Discovery, the Charter shall take effect
and NALEPCQO shall automatically come into
existence, without any further procedures.

(¢) Not later than the twentieth (20th) day of each

month, NALEPCO shall furmish to CONTRACTOR
a written estimateof its total cash requirements of
the succeeding month expressed i ULS. Dollars, ha-
ving regard to the approved budget. Such estimate

shall take into consideration any cash expected to be
on: hand at month end.

Payment for the appropriate period of each month
shall be made to the correspondent bank designated
in paragraph (d) below on the first day and fifteenth
day, respectively, : or the next following business
day if such day is not a business day.

(d) NALEPCO i authorized to keep at its own disposal

abroad, in an account opened with a correspondent
bank of the foreign funds advanced by CONTRA-
CTOR. Withdrawals from said account shall be
used for payment of goods and services acquired ab-
road and for transferring to a local bank in the A.R.E.
the, required amounts to meet expenditures in
Egyptian Pounds for NALEPCO in connection with

its activities under this Agreement.

Within thirty {30) days after the end of each Fina-
ncial Year, NALEPCO shall submit to the approp-
riate exchange comtrol authorities in the A.R.E. a
statement, duly certified by a recogmi firm of
auditors, showing the funds credited to that account,
the disbursements made out of that account and the
balance outstanding at the end of the year.

(¢} NALEPCO shall prepare a Development Work Pro-

gram and Budget for the remainder of the year, in
which the Commercial Discovery is made, and not
later than sixty (60) days after the Commmercial
Discovery umless otherwise agreed upon. On the
15th of October each year thereafter, NALEPCO
shall prepare an annual Production Schedule and a
Development Work Program and Budget for the
successive year. The Production Schedule and the
Development Work Program and Budget shall be

submitted to the Board of Directors of NALEPCO
for approval.
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ARTICLE VII | (Ll
RECOVERY OF COSTS AND EXPENSES AND o e e
PRODUCTION SHARING W ity iy pally CadE a2l
{a) (1) Co.st Recoyer}' Crude Oil : D a6 slapay pasedl oW S M {4 ) ()
Subject to the auditing provisions under this Agree- | ¢ eI T R T ilﬁl'v"c
ment, CONTRACTOR shall recover all costs and | liFas Lokl liy ally iISH DK )00 5 4
expenses in respect of all exploration, development | “ ¢ A3l oha s L Wbl oldeally Laidly ot
and related operations under this' Agreement to the 5 o b B (t-)q--:ﬁ ety sy
extent and illlllt of forty (40) percent per a::inmnloﬂf ks A s c_—_"';_r . J&M\; c—“ At
all Crude Oil produced afrd saved from all develop- s , il LL.Jh_;f ‘l‘_v;.ﬂ'lu'm'ﬂ'l.h'

ment leases hereunder and not used in petroleum ‘ ’
opetations. “Such Crude Oil is hereafter referred to | ¢ = 17 Sla b0 r"’u <o u‘f_JJ s )

J———

as “Cost Recovery Crude Oil”. Such costs and ex- | “ U slain¥ yanadl
penses shall be recovered frnm Cost Recm.rery Crude | el W el J.nl'l PR | € PRV §-A
Oil in the followifig manner. ~ - 1 2 AW el Je € 2 Shs 5y

) All Operating Expm incurred after the ini- | gl AU Aw 2ad] J Jasdl i jlas —

tial Commercial Production, which for the purposes | - ; " s t_,lﬁl AW e oo aY sy ¢ dyW
ofthisAgrccmmtshqﬂmﬂnthcdatemwhichthﬂ
first rgular shipment is made, shall be recoverable in | .
the Tax Year in which such expenses are inowrred. | ' ‘_ILJL"MMHE'MIU’J

1) Exploration Expenditure. including those . accu-: Clﬂ‘:'h.h J8 L F\ Ly l: S olia —
mwilated prior to the commencement of initial. et 3 RIS (1) -ﬁ&ld-’m‘-’-ﬁﬂ Js ol
Commercial Production, shall be recoverable at-
the rate of twelve (12} percent per annum based : ajgtfgll il g aband ¢ Jaadd e 1S b B e Je
of til";m;‘mhﬂﬂ at that ratc starting in the later | 1, o w1 Gl G Gocasl
0 ax Year in which such expenditure are
incurred or the Tax Year in which initial Com | 055 ol oo 31 By goledht b m_x..‘_qﬂ
mercial Production commences, _- . L;_;-bllu-‘ﬂ

if) Dcvelopment Expenditure, including thoes accu- Cwﬂ'“"“ Jd lew FL’ b gl Ll s —
mulated prior to the cominencement of initial Wl g ( \h) & pof dlt d-h&' a5t ¢ JaY) L";JL":H
Commercial Production, shall he recoverable at WITRURNR R SR L
the rate of cighteen (13) percent per annum based. i o A0 et el e s
0? ;mu';tmnm at that rate starting in the Jater L;_J'u iy _,.a.“ Gt p) aell o g =3 o 15-“ "‘""f‘ﬂ
of the Tax Year in which such expenditure are
incurred or.the Tax Year in wh;:;puutlal Com- OFS ol e J‘I ¢ st CL)H v LL-'
mcrc.lal Production cmnm:ncm | , . Rt G-

iy pall 2l B g lh.)'l.‘iylr Lhize o8 14

it) To the extent thatmaTacharm expenses | a6 =60 L s ieila Saelil—g
or ﬂPmdmu-cs rccuverablc per paragraph (i), (ii r's:‘,.} st sl el ol | i) ol iy aall o
and (iii) preceding exceed the value of all Cost. F b o My b i\l e yav sy Shad
Recovery Crude Oil for such Tax Vear, the ex- | &l &l @ €U sboied panedl plll o V7
cess shall be carried forward for recovery in the | iyl 5V il 3 stofal dosash OB ¢ 2 2l
next succeeding Tax Year or Years amtil fullyl Gt N Ny J.-KJL s O} U ¢ AJH'H..:;JJ 1
recovered; but in no case after the termination “—""“"i" L""‘I’ A J‘-”'K‘“ oo dl b shai-

of the Agreement as to CONTRACTOR. i
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v) For the purpose of determining the, clasification
ofallm:xpcnman expen dlturcsforthclr
recovery, the following terms shall apply &

¥ 'Exp]uratmn Expendltu.rcs" shall mean all costs
and expenses for cxplnrannn 0pﬂratmns

2) “Development Expenditures” shall mean all :
costs and eXpemses for development operations

with the exception of Operating Expenses.

3) Opnratmg Expenses” shall mean all costs, ex-
penses and :}[pﬂldlturﬁ made aftcr initial
commerical production: operatiéns, which
costs, expenses and expenditures are not nor-
mally depreciable,

(2) CONTRACTOR shall each year take and
-~ scparately dispose of all Cost Recnvcr}r Crude
Oil produced, except as provided in sub-

paragraph (a) (3) below, plus its share of the

balance of Crude Oil as stipulated m parag-
raph (b) below of this Article VII. * To the
extent that the value of the Cost Recovery
Crude O, as determined in sub-paragraph

(¢} below, exceeds the actual recoverable costs

and cxpmdlmrts inchuding any carried for-
ward from paragraph (a) (1) (iv) above, to be

‘recovered in that year, the value of such Ex-

cess Cost Recovery. Crude Oil actually taken
and separately disposed of by CONTRA—
CTOR, shall be paid by CONTRACTOR to

EGPC in the manner set forth in Article IV

of the Accounting Procedure contained in
Amnex “E”, and CONTRACTCR shall: be
decmed to have purchared such excess Gost
: Recovery Crude Oi],

(3) EGPC shall each year have the Gption of
" taking delivery of a quantity up to eighty (80)

~ ‘percent of .the excess Cost Recovery Crude
Qil FOB  the export terminal {nr ‘other

del‘ver}' pomt—mutuallv; agreed upon).
(b) Production Sharing :

Thc remaining sixty (60) percent Gmdc Ol shall be

taken and dlspnscd of separately by EGPC and GON
TRAGI'OR in the following proportions

'

Elghty flve [85} per cent for EGPC and fifteen

(15) per cent for CONTRACTOR, when the produ-

cing ‘wellg are located at a water dcpth of lres than
two hundred (200) meters,
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Eighty (80) per cent for EGPC and twenty (20)
per cent for CONTRACTOR when the producing

wells are located at a water depth of two hundred

(200) metres or more but less than two hundred and
fifty (250) meters.

Seventy five (75) per cent for EGPC and twenty
five (25) per cent for CONTRACTOR when the
producing wells are located at a water depth of two
hundred and fifty (250) meters or more but less than
three hundred (300) meters.

‘Seventy (70} per cent for EGPC and thirty {30)
per cent for CONTRACTOR when the producing
wells are located at a water depth of three hundred
-(300) meters or more.

(1) For purposes of determining the Value of the
quantity of Cost Recovery Crude Oil to which
CONTRACTOR is entitled hercunder durimg
each 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 Ol
sales contracts currently in effect, but excluding
Crude Oil sales contracts involving barter.
whichever is higher, to non-affiliated companies
durring such semester shall be used. It is
understood that in the case of C.LF. sales; ap-
propriate deduction shall be made for transport
and insurance charges to calculate the F.O.B.

point of export.

If during any calendar semester there are no such
sales by EGPC or CONTRACTOR under
Crude Oil sales contracts currently in effect,
EGPC and CONTRACTOR shall meet and
mutually agree on the price of the Crude Oil
to be used in determining the value mentioned
in sub-paragraph (c) {1). Pending such mutual
agreement the price used shall be the Jast price
detenmined pursuant to sub-paragraph (¢} (1}
and appropriate adjustinent will be made there-
to after determination of a mutually agreed by
EGPC and CONTRACTOKR:

(<)

(2)

() NALEPCO shall prepare, not less than nanety (90)
days prior to the beginning of each calendar semester
following regular production, and furnish in writing
to CONTRACTOR and EGPC a forecast setting
out the total quantity of petroleum that NALEPCO
estimates can be produced, saved and transported
hereunder doring €ach calenndar semester in accor-
dance with good oil industry practice. NALEPCO
shall endeavour to produce each calendar semester

the forecast quantity.
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Crude Qil shall be run to storage tanks construct-
ed, maintained and operated according to Govern-
ment regulations, by NALEPCO in which said Crude
Oil shall be metered or otherwise measured for
royalty, and the other purposes required by this
Agreement,

CONTRACTOR shall have the right and the obh.
gation to separately take and export currently all of
the Crude Qil to which it is entitled as is determined
in accordance with sub-paragraphs (a) and (b) of this
Article. subject to payment of sums due EGPC
under Article VII (a) (2) and VIII (¢} (2}, CONTRA-
CTOR shall have the right to retain abroad all funds

.acquired by it abroad including the proceeds from

the sale of its share of Crude Oil exported.

ARTICLE VIII
TITLE TO ASSETS and BONUSES

(6 EGPC shall become the owner of all assets acquired

(&)

(e)

and owned by CONTRACTOR in connection with
the operations carried out by CONTRACTOR
or NALEPCOQ in accordance with the followmg :

1) Land shall become the property of EGPC as soon
as it is purchased.

2) Title to fixed and movable assets shall be trans-
ferred automatically from Contractor to EGPC
as soon as they are purchased in or landed in

the ARE.
The Book value of the Assets created during calen-
dar quarter shall be comununicated by CONTRA-

CTOR to EGPC or by NALEPCO to EGPC and
CONTRACTOR within thirty {30) days of the end
of each quarter.

During the term of this Agreement and the renewal
period CONTRACTOR and NALEPCO are entitled
to the full use in the Agreement Area, and any other
arca approved by EGPC of all fixed and movable
assets. EGPC and CONTRACTOR shall not dis-
pose of the same except with agreement of the other.

Bonuses @
1) Signatare Bonus

CONTRACTOR shall pay to EGPC the sum of
* two and one-half million U.S. Dollars (U.S. §

2,500,000) as a signature bonus on the Effective
Date.
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9) Production Bonusés
i. CONTRACTOR shall - pay to EGPC the
sum of six million U.S; Dollars (US. §

~ "6,000,000) as a prodiction bonus when total |

average daily production is sustamned at the
rate of one hundred thousand (100,000} bar-
rels of oil per day (B.O.P.D.) for a period of
thirty (30) ccﬂisecuﬂijr:' producing days,

it} CONTRACTOR shall also pay to EGPC the
additional sum of twelve million U.S.
Dollars {U.8. $ 12,000,000) whien the average
_daily production is sustained at the rate of
one hundred fifty thousand (150,000) barrels

- of oil per day (B.O.P.D.) for a petiod of
. thirty (30) consecutive producing days.

3) All above referred t¢ bonuses shall neither be
recovered nor amortized by CONTRACTOR.,

ARTICLE IX'
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in ARE.
at which notices shall be validly served.

The General Manager and Deputy General Mana-
ger shall be entrusted by CONTRACTOR with suf-
ficient power to carry. out immediately and comply
with all local written directions given to him by the
GOVERNMENT or its representative under the terms
of this Agreerhent or anv -lawful regulations issured
or hereafter to be issued which are applicable here-
under and not in conflict with this Agreement.

All mattera and notices shaﬂ be deemed to be
validly served which are left at the office of the
General Manager or which are sent to him by regis-

- .

tered mail to CONTRACTOR’s office in ARE. [ 3l L “pez”3dM Caolym doadl

Attty 315 eyt 36 Al o5

provided: that he or one of his authorized agents has
ackngwﬁedged_ :cc:iptq thereof.

Notices undér Article XX: should be made by an
official legal notice.

_All. matters and notices shall be deemed to be valid-
Iy served which are left at the office of the Chair-
-man of EGPC or which are sent to him by registered
mail_ at EGPC’s main office in Cairo provided it is
proved that he or one of his authorized agents has
acknowledged. feceips therebf, = )
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ARTICLE X

SAVING OF PETROLEUM
AND PREVENTION OF LOSS

(a) CONTRACTOR and Nalepco shall take all proper

{b)

)

(d)

measures, according to generally accepted methods in
use in the oil industry to prevent loss or waste of pet-
roleum above or under the ground in any form during
drilling; producing, gathering and distributing or
storage operations. The GOVERNMENT has the
right to prevent any operation on any well that it
might reasonably
damage to the well or the oil I:'if:lti

Upon completion of the drﬂlmg crf a producuvﬂ well,
GDNTRACT OR or NALEPCQO, as the case may be,
shall inform the GOVERNMENT or its representa-
tive of the time when the well will be tested and

the production rate ascertained.

Fxcept in instances whers multiple producing forma- |

tions in the same well can only be produced econo-
mically through a single tubing string, Petroleum

shall not be produced from multiple ol carrymg |
zomes through one string of tubing at the same time, |

except with the prior approval uf the GOVERN
MENT or its representative.

NALEPCO shall record data regarding the quantities

of petroleum and water produced monthly from each
devclopment lease. Such data shall be sent to the
GOVERNMENT or its representative on the special
forms provided for the purpose within thirty (30)

days after it is obtained. Daily or weekly statistics }

regarding the production from the Area shall be
available at all reasonable times for examination by
authorized representatives of the GOVERNMENT.

(¢) Daily drillipg records and the graphic logs of wells

must show the quantity and type of cement and the
amount of any other materials used in the well for
the purposes of protecting petrolenm, gas bearmg or
fresh water strata. :

Any change of mechanical conditions of the well

after its completion should be subject to the GOVE-

RNMENT authortzation.

expect would result in loss or
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ARTICLE XI
CUSTOMS EXEMPTIONS

(e} EGPC, CONTRACTOR, NALEPCO and their con-

tractors and subcontractors engaged in carrymng on
operations under this Agreement shall be permitted
to import, and shall be exempted from customs duties,
with respect to the importation of machinery, equip-
ment, vehicles, materials, supplies, consuinable
iterns, foodstuffs and movable property, when certl-
fied by a responsible representative of EGPC, to be
used solely in carrying on operations under th:s
‘Agreement.

(b) Each expatriate employee of CONTRACTOR and

NALEPCO and the said contractors and sub-contra-
ctors shall be permitted to import and shall be exem-
pted from all customs dutics with respect to the
reasonable importation of houschold goods, foodstuffs,
items and persanal effects including one automoble;
provided however, that such properties are imported
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-
t1omns,

{(¢) The exemption provided in (a} of this Article shall

not apply to any imported items, when EGPC consi-
ders items of the same, or substantially the same, kind
and quality are manufactured locally and are avai-
lable for purchasc and timely delivery in the AR.E.
at a price not higher than ten (10} percent more than
the cost of the imported item before customs duties,
but after transportation and insurance costs have

heen added,

(d) Any of the items mported into the ARE. either

exempt or non-exempt from customs duties, taxes or
imposts under this Article may be exported by the
importing party at any time without the payment of
any export duty, or impost.

{¢) Used but serviceable material, equipment and goods

resulting from operations hereunder may be sold
within the A'R.E. provided that the purchasers pay
the applicable customs duties, taxes or imposts, if

any, except if sold to EGPC or an affiliated company
of EGPC.
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(g)

(k)

(i)

Mat uipment and goods so damaged or used
as t;nbacl’ ncu';ll-sgrnvl iceable aict;a which are classlfled by
CONTRACTOR or NALEPCO as scrap or junk
(any such CONTRACTOR appraisal being subject
to EGPC approval and any such NALEPCO apprai-
sal being subject to EGPC and CONTRACTOR
approval) may be sold as scrap or junked without
payment of customs duties, taxes or imposts.

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

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

“Customs Duties”, as used herein, ghall include all
duties, taxes or imposts (except those charges paid to
the GOVERNMENT for actual services rendered),
which are payable as a result of the importation of
the item or items under consideration.

There shall be no licence required, and CONTRA-
CTOR and EGPC shall be exempted from any duty,
tax, fec or any other financial mnpost in respect of
the export of Petroleum hereunder.

(/# At a reasonable time prior to the commencement of

Comimercial Production EGPC and CONTRA-
CTOR shal meet and agree upon a procedure for
scheduling tanker lifting fropi the agreed upon pomnt

of export,
ARTICLE XII

BOOKS OF ACCOUNT : ACCOUNTING
AND PAYMENT

(¢) EGPC, CONTRACTOR and NALEPCO: shall cach

maintain at their business offices in the A.R.E. books
of accoont, in accordance with the Accounting Pro-
cedure in Annex E and accepted accounting pra-
ctices generally used in the petroleum industry, and
such other books and records as may be necessary
to show the work performed under th.m Agreement,
mmcluding the amount and value of all petroleum
produced and saved hereunder. GONTRACTDR
and NALEPCO shall keep their books of account and

~accomnting records in United States Dollars. NAL-

EPCO shall fumish to the GOVERNMENT or its
representative monthly returns showing the amount
of petroleum produced and saved hereunder. Such
returns shall he prepared in the form required by the
GOVERNMENT or its representative and shall be
signed by the General Manager or by the Deputy
General Manager or a duly designated deputy, and
delivered to the GGWRNMENT or its representa-
tive within thirty (30) days after the end of the.
month covered in the retum.
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(b) The aforesaid: books of account and other hooks and:

(c) CONTRACTOR shall submlt to EGPC a Profit and

(9)

() CONTRACTOR and/or NALEPCO shall save and

(c) Unless otherwise agreed to- by EGPC, in case of cx- f

records referred to above shall be available at all’

reasonable times for inspection by duly authorized |

représentative of the GOVERNMENT.

Loss Statement for the calendar year not later than’
March 15 of the following year to show its net profit-
or loss from the petroleun operations unde.r this
Agrccmmt for such year

CONTRACTOR shall at the same time submit

a year-end Balance Sheet for the same calendar vear
to EGPC.

ARTICLE XIIT
RECORDS, REPORTS AND INSPECTION

CONTRACT DR and{ur NALEPC.O shall prepare
ancl, at all times while this Agreement is in force,
maintain gccurate and current reeords of its operations
in the Area hereunder. CONTRACTOR and/or.
NALEPCO shali furnish the GOVERNMEN’I oY
its representative, in' conformity: with applicable’
regulations or as the GOVERNMENT or its repre-
sentative majf r:asunahly uiré, information anc!:
data concerning. its operations under this Agreernent. -

keep for a reasonable period of time a representative
portion of each sample; of cores.and cuttings taken .

from dnllmg wells, to be disposed of or fnrwarderl to
the GOVERNMENT or its. rEpres:ntatwe in the

manner directed by the GOVERNMENT. All
samples acquired by CONTRACTOR and/or NALE- -

PCQ for its own purposes shall be considered availabls |

for inspection at any reasonable time by the GOVE
RNMENT or its representative. Ary such s’amplf:s

which CONTRACTOR or NALEPCO has kept for

a period of twelve (12) months - without recein: pf
instructions to forward thern to the GGVERNI%ENT

or its representative or elsewhere may be disposed of
by CONTRACTOR or NALEPCO at its discretion,

porting any rock samples outside A. RE samples
cquwalent i size 4nd quality, shall, before such ex-
portation, be delivered to EGPC &s representative bf

the GOVERNMENT. !
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(d) Originals of records can only be exported with the
permission of EGPC; provided, however, that mag-
netic tapes and any other data which must be proces-
sed or analysed outside the AR.E. may be exported:

if a monitor or a comparable record is maintamed

in the A.R.E. and provided that such exports shall
be repatriated to A R.E. on the understanding that

they belong to¢ EGPC. EGPC and CONTRACTOR

shall arrange for a representative of EGPC to attend:

Electronic Processing of such exported maguetic
tapes in processing centres. Expenses of such repre-
sentative shall be considered as cxplﬂratmn €XPenses.

(E-') Durmg the PErlOd GONTRACTOR is conducting

“the* exploration operations; CONTRACTOR shall
permut’ EGPC through EGPC’s duly authorized rep-
rtsm;atwe or employce to have full and complete
“access to the Area at all reasonable times with the
“righit to observe the operations being conducted and
to inspect all assets, records and data kept by CON-
| TRACTOR. EGPC’s representative in  exercisin::
" EGPC’s' right under the preceding sentence of the
| paragraph (e) shall take care that the operations are

not hindered or delayed. CONTRACTOR - shall
provide EGPC with copies of any and all data (in-

;cluding, but not limited to, geulcnglcal and geophysi-
cal reports,.logs and well surveys), information and:

interpietation. of such data and information in GON-

TRACTOR’s possession.  All such data and inferoa-
tion shall be stnctly confidential and shall not n¢

*livulged by EGPC éxcept to affiliated companies, or
by the GOVERNMENT, without the consent of

CONTRACTOR while this Agreement remains in
force. However, for the purposes of obtaining new

offers  the GOVERNMENT may show any other
party géophysical data (but well logs only by mutual

. agreement) with respect to the Area.adjacent to the
Area of such nﬁw offer,

ARTICLE XIV

RESPONSIBILITY FOR DAMAGES

- CONTRACTOR shall entirely and solely be res-

ponsible in law towards third parties for any damage
cansed by CONTRACTOR’s Expluratmn operations
and shall indemniy . the GOVERNMENT and
"EGPC against all damages for which they may be
. held liable on .account of any such operations. '
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ARTICLE XV (i pheTualdch 550 10)
PRIVILEGES OF ((OVERNMENT ) o
REPRESENTATIVES gl fer il

Duly authorized representatives of the GOVERN-} ] domdl G501 ¢ Usl Lo 0 oyl ¢ S A 1
MENT shall have access to the Area covered by [ L e i el S e
this Agreement and to the operations cmdunEd is% ald o (Al @y J gAY ol £y Al
thereon.  Such representatives may examine the | oy fwne 2 i -kl S5 B b calf LY
books, registers and records of EGPC, CONTRA- Sy DY Rl by 5 ey S ab b NG
CTOR and NALEPCO and makf} atﬁﬁmahiﬂ I FUTRE PR PRGNS L A gt SUE o L ghen 240 0l ply
ber of serveys, drawings and tests for the purpose . T C ettt e
I;fn?nf;r:ing ﬂgs, Agreement. They shall, fornfsut;:lh | oo ol f“ 3% ¢ AW 0dd Namgiy . LY 0da Sk
urposes, be entitled to make reasomable use ¢ . ‘. w 3 SR, dol el YT
machinety snd instroments of the CONTRACTOR | T4 brs ¢ %adt s,0dt § K8, Js =ty
‘ﬂrﬁm{)ﬂnﬁmmﬁiﬁmtﬁatnndmgﬁpr &_ﬁ:tﬁﬁhﬁ@{ﬁﬁﬁkﬂﬁﬁiwﬁknﬁcﬁ
impediment to the operations hereunsler shall arise . ] ] o ‘ '
directly or indirectly from such ase. THE GOVE- | s st i S paiis ¥ | Fip, | PN £ 4 gn shleall

RNMENT indemnifics and shall reunburse CON- e Y 8 -ﬁ} % B osa 3, K,

TRACTOR or NALEPCO for any loss or d:fmagg

which may in fact, result from any such usc of sal ‘ bW N et Ve 35 e Y Gk
machinery and Instruments. Suach  representatives "E"A“‘P" =an Y ) "}J‘u‘ o
shall be given reasonable assistance by the agents and | L2 4 ,;;:_1:.&". Vi dwkll sasld) ] Sy ) by
employees of CONTRACTOR or NALEPCO so that ' e . , oo
none of their actvities Shall endanger or hindes the | - bl SUSy AL 350 5] i bl e pd
safety or efficiency of the operations. CONTRACT- T Ly LA B oplzbt N EE STE 3 G e
OR or NALEPCO shall offer such represenatives all laddi gl gl VAN D6 54 5 d"_ (=
privileges and facilities accorded to its own employees | Ll VLten 3 bk GG Uit ‘,J- Ay ¢ Jikt g il
int the field and shall provide them, free of charge the f'* o . it o S
use of reasonable office space and of adeguately fur- | swd 24 ¢ gt \.‘-‘-:**.r Wi P B B 5r o5 Loy
nished housing while they are in the field for the] _ . P - 11 - 11 e
purpose of facilitating the objectives of this Artivle, | W e 21 412i 02 Yy *T""’ Vs e 22l 32
Any and all information obtained by the GOVER- | 111 1leYt s | atis gl 2t A e e dakall
NMENT or its representative hereunder shall be T ! 28, Il -
kept confidential with respect to the Area and shall
not be disclosed during the term of this Agreement
without the prior written consent of EGPC and

CONTRACTOR. e
ARTICLE XVI | (3,2 *"*‘;’ i) "
EMPLOYMENT RIGHTS AND TRAINING OF U all ae & Sl oy sl
ARAB REPUBLIC OF EGYPT PERSONNEL g ) e B ag, 3AY G ks I o

(@) It is the desire of EGPC and CONTRACTOR that | 4 gy hudliirf Ol Jo Wy gl o~ (1)
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and efficient manner,
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2} A minimum of thirty three & one third (33 1/3)
percent. of the combined salaries and wages of
the expatriate administrative, professional and
technical personnel employed by CONTRA-
CTOR or NALEPCOQ shall be paid in Egyp-
tian Currency.

CONTRACTOR and NALEPCOQ shall each select

its employees and determine the number thereof, to

be used for operations hereunder,

CONTRACTOR shall, after consultation with
EGPC, prepare and carry out specialized tramning
programs for all of its A.R.E. employees engaged mn
operations hereunder with respect to applicable
aspects of the petroleum industry.

CONTRACTOR and NALEPCO will undertake
to replace gradually their non-executive expatriate
staff by qualified nationals as they are available.
During the period when CONTRACTOR is conduct-
ing exploration, CONTACTOR shall cooperate
with EGFC in giving mutually agreed numbers of
EGPC employees an opportunity to attend and part-
icipate in CONTRACTOR’s and CONTRACTOR’s
affiliate training programs.

ARTICLE XVIi

LAWS AND REGULATIONS

CONTRACTOR and NALEPCO shall be bound by
the regulations issued for the implementation of Law
No. 66 of 1953 (excluding Article 37 thereof) as ame-
nded by Law No. 86 of 1956, but ncluding the regu-
lations for the safe and efficient performance of
operations carried out for the execution of this Agree-
ment and for the conservation of the petroleum
resources of the A.R.E. provided that, no regulaton,
modification or interpretation thereof shall be con- |
trary to or inconsistent with thc provisions of this |
Agreement,

(b} EGPC and CONTRACTOR shal! be exempted from
all taxes, except as provided in Article III paragraph
(g) for mcome taxes, with respect to the extracting,
producing, exporting or transporting of Petroleum
hereunder. CONTRACTOR shall also be exempt-
ed from any tax on capital.

(c) The rights and obligations of EGPC and CONTRA- |
CTOR under, and for the effective term of this

AR TR op 3 Yl % pall Yadll i (v)
Sl gty Sl a8 o S Glrr )l
QR oot id iy iy cm I
oS T
e adall 3d2 5 ¢ 4dbye SIU, Wl e K5k ()
RETTN PSRRI T R
$lr Ad%y Mel Tl o ygladl dm Jslil 0 4a ()
SMEE Lo m P Ay W Lanente o i
o2t I ay ¢ LGV o £ 0 g Sbleall Banyts
PS4 [P B % X | PP PO
bapdbige L2 o Ve O SUL, JHlal) dgas
gy LS lange ey 0adiedl po eV
WOE U R RN JeS TRRR R URY T 0
s3ab 33l L A 2B s Yo ite Shael e
Sy QA L g i £ G SV,
N Ee -

(6)

(i~ Wl sl 1)
£l oty

Ol d—ied Gpolall £igi IV, ol e (1)
({leij'l (o e py 3alA Sty ) V4o¥ L v ‘}_,
é"u_,u'l S 3 Lc_ ¢ 1404 Ld A% f;" ogpldh Jaall
Ak W 3 3 el sl iy diskes 2ol
b S pr B daid lande il ¢ 130N
Shpddl ST bl t".,m a5l 055 Y
AN A el - iaet pb AEVHTA

gl bbb ¢ Ol BT e ety A S e ()
g 2 e p BREV a5 ) 5, T 2L
Sl 08 o1 paiy oW] 5 plmaeb s 1 23,
Lo Wl o b I Gy & Nl
R P P

LY adoa 330,10 JAddly A S ML ALy B33 (&)

(d)

Agreement shall be governed by and in accordance
with the provisions of this Agreement and can only
be altered or amended by the mutual agreement of
the said contracting parties.
The contractor and sub-contractors of CONTRA-
.CTOR and NALEPCO shall be subject to the pro-
visions of this Agreement which affect them; they

shall also be bound by all regulations which are duly
issued by the GOVERNMENT from time to time.’
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ARTICLE XVIII
RIGHT OF REQUISITION

{a} In case of pational emergency due to war or im-

minent expectation of war or internal - causes, the

GOVERNMENT may requisition all or a part of |

the production from the Area obtainedhereunder
and reguire EGPC and CONTRACTOR to increase
such production to the utmost possible maximum.
The GOVERNMENT may.alsﬁ requisition- the oil
field itself and, if necessary, related facilities, -

(6) In all cases, such requisition shall not be effected ex-
cept after inviting EGPC ond CONTRACTOR or
their representative by reglstcred letter, with acknow-
ledgement of receipt, to express their views with
respect to such requisition,

() The requisition of production shall be effected by |

Ministerial order. - Any requisition of the oil ficld
itself, or any related facilities shall be effected by

a Presidential Decree duly notified to  EGPC. and |

CONTRACTOR.

|

|

i

{d) In the event of any requisition as provided above, I

the GOVERNMENT shall mdcmmfy in full EGPC

and CONTRACTOR for the period during which |

the requisition is maintained, including :

1. All damagcs whu:h rcsult fmm -such requisition,

2. Full payment cach month for all peroleum extra- |

cted by the GOVERNMENT lm the royalty
* share of such. ail.

Huwever any damage n:sultmg from enemy
attack is not within the meaning of this sub-

paragraph (d). Payment hereunder shall be
- made to CONTRACTOR m U. S. Dollars

remitted abroad. The price paid.to CONTRA-

CTOR -for petroleum taken shall be calculated |

in accordance with Article VI, paragraph {c).
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ARTICLE XIX
ASSIGNMENT

{2} Neither EGPC nor CONTRACTOR may assign to

 a person, firn or corporation mot party hereto, in
whole ar in part, any of its rights, privileges, duties or
obligations under this Agreement without the written
consent of the GOVERNMENT. However, cither
EGPC or CONTRACTOR shali be free to assign iis
rights, privileges, duties and obligations under this
Agreement to an affiliated company; and provided,
further, thit the assignee shall be as qualified as to
assignor with respect to its techmical and financial
competence, and excepling assignments to assignees
wholly owned by CONTRACTOR, GOVERN-

MENT approval to the assignment shall be first
obtained.

{6} In the event that EGPC or CONTRAUTOR wishus

to assign, in whole or in part, any of its rights, privi-
leges, duties or obligatinns hereunder as aforesaid, the
written cogsent thereto of the GOVERNMENT shall

not be arbitrarlly witheld. To enable consideration |

to be given to any request for such consent, the fol-
lowing conditons must be fulfilled :

1} The obligations of the assignor deriving from
thig ent must have been duly fulfilled as
ot the date such request is made ;

¥

2) The proposed assignee or assignees must procuce
reasonable evidente to the GOVERNMENT: of

its or their financial and technical competence. ;
3} The instrument of assignment must nclude pro- |

visions stating precisely that the assignee is bound
by all convenats contained in this Agreement and
any mixlifications or additions in writing that up
to such fime may have heen made. A draft of

such instrumont of assignment shall be submitted
to the GOVERNMENT for review and appro-
val before being formally executed.

(¢} Every exccuted and delivered instrument of asuign-
ment assigning any of the rights, privileges, duties
or obligations hereunder of EGPC or CONTRA-
CTOR shall be submitted to the GOVERNMENT

within thirty (30} days after the GOVERNMENT
approves the assignment, for registration M it
registers. '

(¢} Any assignment made pursuant to the provisions of
this” Article shall be free of any transfer nr related
taxes, charges or fecs,
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ARTICLE XX

BREACH OF AGREEMENT AND
POWER TO CANCEL

{a) The GOVERNMENT shall have the right to cancel

this

Agreement by order or Presidential Decree, with

respect to CONTRACTOR in the following instances:

1)

. 2)
3)
"

5)

6)

If it kmowmgly has submutted any false state-
ments to the GOVERNMENT which were a
material consideration for the execution of this

Agreement.

If it assigns any interest hereunder contrary to
the provisions of Article XIX hereof.

If 1t 1s adjudicated bankrupt by a cowrt of com-
petent jurisdiction.

If it does not comply with any final decision
reached as the result of court proceedings con-
ducted under Article XXII paragraph (a)
hereunder.

If it intentionally extracts any mineral other than
petroleun not authorized by this ent or
without the authority of the GOVERNMENT
except such extraction as may be unavoidable
as the result of operations conducted hereunder
in accordance with accepted petroleum industry
practice and which shall be notified to the GOV-
ERNMENT or its representative as soon as
possible ; and

If it commits any material breach of this Agree-
ment or of the provisions of Law No, 66 of 1953,
as amended by Law No. 86 of 1956, which do
not expressly contradict with the provisions of
this Agreement. Such cancellation shall take

place without prejudice to any rights which may

have accrued to the GOVERNMENT against
CONTRACTOR in accordance with the pro-
visions of this Agreement; and in the event of
such cancellation, CONTRACTOR. shall have
the right to remove from the Area all its personal
property.

(b) If the GOVERNMENT detms that one of the afore-
said causes (other than a force majeure cause referred

to in Article XXT hereof) exists to cancel this-

Agree-

ment, the GOVERNMENT shall give CONTRAC-
TOR ninety (90) days written notice personally served

ot CONTRACTOR’s Gexreral Manager in the legally
official manner and receipt of which is acknowledged

by him or by his legal agents, to remedy and remove’
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such cause, but if for any reason such service is im-
possible due to unnotified change of address, publica-
tion in the Official Journal of the GOVERNMENT
of such notice shall be considered as validly served
upon CONTRACTOR. If at the end of said mnety
(90} days notice period such cause has not been reme-
died and removed, this Agreement may be cancelled
forwith by Order or Presidential Decree as aforesad,
provided, however, that if such cause, or the failure
to remedy or remove such cause, results from any
act or omission of one party, cancellation of this
Agreament shall be effective only as against that
party and not as against the other party hereto.

(¢) CONTRACTOR shall be allowed to remove its belon-

gings from the Area of any lease cancelled hereunder
after scttling all claims due to the GOVERNMENT.

ARTICLE XXI

FORCE MAJEURE

{z) The non-performance or delay in performance by

EGPC and CONTRACTOR or either of them, of

any obligation under this Agreement shall he excused
if and to the extent that such non-performance or delay
is caused by force majeure. The period of any such
non-performance or delay, together with such period
as may be necessary for the restoration of any damage
done during such delay, shall be added to the time

given in this Agreement for the performance of such
obligation and for performance of any obligation de-
pendent thereon and to the term of this Agreement,
but only with respect to the block -or blocks affected.

6) “Force Majeure”, within the meaning of the Article

XXI, shall be any order, regulation or direction of the

GOVERNMENT of the ARAB REPUBLIC OF
EGYPT (or the FRENCH GOVERNMENT with re-

spect to CONTRACTOR) whether promudgated in
the form of a law or otherwise, or any act of God
insurrection, riot, war, strike and other labour distur-
bances, fires, floods or any other cause not due to the
fault or negligence of EGPC or CONTRACTOR or

either of them, whether or not similar to the forego-
ing, provided that any such cause is beyond the

reasonable control of EGPC and CONTRACTOR
or either of them,
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(c) Without perjudice to the above and except as may be | 3 Lide Je e L loy ¢ o573 Gow i JNY 0o #(x)

otherwise provided for herein, the GOVERNMENT
shall incur no responsibility whatsoever to EGPC and
CONTRACTOR or either of them for any damages,
restrictions or loss arising in consequence of such case
of force majeure, except a force majeure caused by
the order, regulation or direction of the GOVERN-
MENT of the ARAB REPUBLIC of EGYPT.

(d) If the force majeure event occurs during the initial
exploration period or any extension thercof and con-
tinous In effect for a period of two (2) years, CON-
TRACTOR shall have the option upon ninety (90)
days prior written notice to EGPC to terminate its
obligation hereunder without further liability of any
kind and if still in force the Guarantee contained in
Amnex “C” hereto shall be automatically cancelled

and EGPC shall so notify the Bank to relcase the
guarantee,

ARTICLE XXII

DISPUTES AND ARBITRATION

(¢) Any dispute arismg between the GOVERNMENT
and the parties with respect to the interpretation, ap-
plication or execution of this Agreement, shall be re-

ferred to the jurisdiction of the appropriate A.R.E.
Courts,

() Any dispute arismg between CONTRACTOR and
EGPC in connection with the present Agreement
shall be finally settled by arbitration. The arbitra-
tion shall be held at Stockholm, Sweden and conducted
In accordance with the Rules of Conciliation and
Arbitration of the International Chamber of Com-
merce. In the event of no provision being made in
these Rules in certain cases, the Arbitrators shall esta-
blish their own procedures.

(¢) The arbitration shall be initiated by either party giving
notice to the other party that it elects to refer the
dispute to arbitration and that such party (herein-

after referred to as the First Party) has appointed an
Arbitrator who shall be identified in said notic. The
other party (hereinafter referred to as the Second
Party). within fifteen (15) days, shall notify First

Party in writing, identifying the Arbitrator that it
has selected,
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(d) If the Second Party does not appoint its Arbitrator
as aforesaid, the First Party shall have the right to
apply to the Court of Arbitration of the Intemational
Chamber of Commerce to appoint a second arbitrator.
The two arbitrators shall, within thirty (30) days,
select a third Arbitrator, failing which the third
Arbitrator shall be appointed by the Court of
Arbitration of the Intemational Chamber of
Commerce at the request of cither party.

(¢) The third Arbitrator must be a citizen of a country,
other that: the AR.E. or FRANCE, and a country
which has diplomatic relations with both the A.R.E.
and FRANCE and shall have no cconomic interest
in the oil business of the A.R.E. or FRANCE nor the

- signatorics hereto,

(fi The parties shall extend to the Arbitration Board all
facilities {including access to the petroleum operations)
for obtaining any information requested for the proper
determination of the dispute. The absence or default
of any party to the arbitration shall not be permitted

to prevent or hinder the arbitration procedure in any
or all of its stages.

(¢} Pending the decision or award, the operations or acti-
vities which have given rise to the arbitration need
not be discontinued. In the event the decision or
award recognizes that the complaint was justified,
provision may be made therein for such reparation

as may appropriately be made in favour of the com-
plainant.

() Judgement in the award rendred may be entered in
any Court having jurisdiction or application may be
made to such Court for a judicial acceptance of the

award and an order of enforcement, as the case may
be.

(i) The parties desire that, wherever appropriate, decisions
and awards shall specify a time for compliance there-
with.

(/) The provisions of this Agreement relating to arbitra-
tion shall continue in force notwithstanding the ter-
mination of this Agreement,

(k) PRINCIPLES OF GOODWILL. The signatories
base their relations with respect to this Agreement
on the principles of goodwill and good faith, Taking
into account their different nationalities, this Agn:l:-
ment for such arbitration shall be given effect and shall
be interpreted and applied in conformity with princi-
ples of law common to the A RE. and FRANCE and
in the absence of such common principles then in

conformity with the principles of law normally re-

cognized by civilized nations in gencral, including thmc -

which have been applied by Intemational Tribunals,
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ARTICLE XXIII
STATUS OF PARTIES

{a) Without prejudice to Para (C) below, the righis,
duties, obligationz and liabilities in respect of EGPC
and CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this
Agreement! shall not be construed ag comstituting an
association or corporation,

(b) CONTRACTOR shall be subject to the Iaws of FRA.
NCE reganiing its legal status or creation, orgamiza-
tkm, charter and by-laws, shareholding and owner.
ship. CONTRACTOR's shares of capital which are
entirely held abroad shall not be negotiable in the
A.R.E. and shall not be oifered for puplic subscription.
CONTRACTOR shall be exempted from the ap-
plication of Law No. 9 of 1964 as amended,

{£} The parties comprising the Contractor shall be jointly
and severally liable to EGPC and to the Govemne

5

son.

ARTICLE XXIV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR. or NALEPCO, as the case may be,
and their contractors shall -

{a) Give priority to local contractors as long as their prices |
and performance are comparable with international |
prices and performance, CONTRACTOR and
NALEPCO shall, however, subject to the preceding
sentence, be exempted from the provisions of Presi- ;
dential Decree No, 1868 of 1974 as amended.

b} Give preference to locally manafactured materials,
equipment, machinery and consumables so long as
their quality and time of delivery are eemparable to
intemationlly available materials, equipment, machi-

nery and consumables. However, such materialg,

cquipment, mpachinery and conswnables may be im.
ported for optrations conducted hereunder i the
local price of such items at CONTRACTOR's or
NALEPCO operating base in A.R.E, is more than
ten (10} percent higher than the price of such in.
ported items before costomy duties bue after traps.

ment for Contractor’s obligations under this Conges-

pottation and insurance costs have been added, i
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ARTICLY, XXV
ARABI( TEXT

The Arabic version of this Agreement shall, before the
Courts of ARE., be referred to in construing or interpret-

mg this Agreement; provided, however, that in any arbi-
tration pursuant to Article XXII hereabove between

EGPC and CONTRAGTOR the English version shall abso
be used to vonstrue or interpret the Agreement.

ARTICLE XXVI

GAS

]—In the event of the discovery of Non-Asseciated
Natoral Gas CONTRACTOR shall have the right io
declare that such discovery is 2 Commercial Discovery for
all purposes of this Agreament, provided however that

CONTRACTOR shall have a delay of two {2} years from
the date of commercial well to give such notice of
commercial Discovery. Article IIY (d) and III () of

this Agreement shall be applicable to any such Commer- .

cial Gas discovered,

Tf within such two (2) year period contractor does not
give notice of Commenrcial Discovery, such gas shall remain
the property of the State and shall be available to EGPC
at no cost. |

2. Without prejudice to the provisions of para. 1 above,

in the event of the discovery of Non-Associated Natural
Gas in the Contract Area in quantities which warrant com-
mercial development of mxch discovery for the purposs
of ing such Natural Gas under Hquid form as liqui-
fied Natural Gas (LNG), Nawral Gas liquids {NGL) or
under the form of any product obtained by any other
processing of the LNG such as methanoi fuel, then the
productiorr-sharing principles of this Agreement shall apply
to the devclopment and exploitation of such discovery
except that 1 - .
{¢) CONTRACTOR shall recover Recoverable  Costs
attributable 1o such Non-Associated Natural Gas dis:
covery, its development and explosiation for export
(inchudding liquefaction for export and other down:
stream facilities up to tanker fleet) in each Calendar
Year oot of the Fair Market price of a maxznum
of fifty percent (50%) of the produciton of Tiquefied
Natural Gas during such Calendar Year, instead of
the maximum of forty pexcent {40%) specified for
Crude Cil.
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(b) Of the balance of the Production of liquefied Natural

Gas remaining, EGPC shall be entitled to take seventy
percent {70 %) and CONTRACTOR shall be entitled

to take thirty percent {30%), instead of the percentage
specified for Crude Oil.

(¢} Notwithstanding the provisions of Article 1.7 of the
Accounting Procedure, Recoverable Costs attributable

to the exploration of such Natural Gas discovery in
any Calandar Year shall include the interest paid by

CONTRACTOR during such Calendar Year on any
funds borrowed from third parties for the financing of

liquefaction facilities (including liquefaction plant |

and ancillary facilities such as power plants and LNG
tanker Joading facilities) and other downstream faci-
[tties up to tanker flect, but only to the extent that

the interest rate paid by the CONTRACTOR does
not exceed competitive international commercial in-
tcrest rates charged by U.S.A, major Banks on stmilar
~loans to prime customers; and provided that recovery

of interest charges under this paragraph shall be
limited to interest paixd on such amount of the borro-

wed funds as does not exceed fifty percent (50%) of
the acquisition and installation costs of the liquefac-
tion facilities described above.

3—In the event of the discovery of Non-Associated
Natural Gas in the Contract Area in quantities which,
bzsed on technical and economic data, appear to warrant
commercial development and exploitation of such discovery
for export but not for the purpose of exporting such Na-
tural Gas as liquified Natural Gas (LNG), then the Parties
shall consult concerning any arrangements which mav be
required to permit the commercial development and ex-
ploitation of such discovery for the mutual benefit of both

Parties. In no event, however, discovered mas shall be
exported in gaseous form.

4_——-NP:LEP@0 shall be the operator for the whole gas
project including industrial and commercial phases jt
being understood that each party can dispose fTEEI}i: of

its gas share (including export). In the event tha

_ : t the
fn:.c .dISDOSa] of t}m gas shares by each partner jeopardize
the implementation of the gas project then a commercial

coordination between EGPC and CONTRACTOR shall

be necessary. This commercial coordination might be

mater.alized either by 2 non competitive commitment in a

given geographical commercial area, or b
plemf:nt_anf agreement providing for a joint sale of the total
production by the partners since export gas sales contracts
arc-always long term agreements reqﬁir:inp; ‘a cﬂns;aﬁt

production inconsistent with the variation

: lon of t
shares as unavoidable in a Production Sharinfrmf"ﬂirt?;i?
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5--The production-sharing principles of this Agree-

ment shall not apply to Associated Natural Gas and to

non-associated gas not exported outside the ARE and

EGPC shall be entitled to take and utilize, without any

payment therefor to CONTRACTOR, any such Gas which
is in cxcess of the guantity of Gas required for oilficld

operations under this Agtcement, but all costs of taking andl

utilizing such Gas taken by EGPC under this paragraph

shall be for the sole acent and risk of F.GPC,

ARTICLE XXVII
GENERAL -

The hcadings or titles to cach of the articles to this
Agrecment are solely for the convenience of parties hercto
and shall not be used with respect to the interpretation or
construction of said articles,

ARTICLE XXVIII

APPROVAL OF THE ARE. GOVERNMENT

This Agreement shall not be binding upon any of par-
ties hereto unless and untl a law authorizing the Minister
of Petroleum to sign sa’d Agreement and giving Articles
IIL, IV, VII, XI, XXII, XXIII, XXIV and XXV of this
Agreement full force and effect of law notwithstanding
any countervailing governmental cnactment, is issued and
said Agreement is signed by the GOVERNMENT,
E.G.P.C. and CONTRACTOR.

In WITNESS WHEREOY, this Agrecment has bcen
duly signed by the respective nartics hereto as of the date
first hereunder set out.

GOVERNMENT OF THE ARAB REPUBLIC OF
EGYPT..
BY : .

THE EGYPTIAN GENERAL PETROLEUM COR-
PORATION- -

BY :

ENTREPRISE DE RECHERCHES ET D'ACTIVITES
PETROLIERES & SOCIETE NATTONALFE. DES PET-

ROLES D’AQUITAINE
BY : — ' . . . ’
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ANNEX “A”

PETROLEUM AGREEMENT

BETWEEN
ARE, EGP.C. AND ELF AQUITAINE IN
_ NORTH ALEXANDRIA OFFSHOORE AREA
BOUNDARY DESCRIPTION

Annex “B” is a map on the scale of 1 : 1000 ,000 includ-
ing the Area covered and affected by this Agreement and
described as follows ;

It 1s composed of twenty two (22) Exploration Blocks,
each of which is six (6) minutes latitude by six (6) minutes
longitude, approximating one hundered (100) kms®,

This Area is bounded by a line which commences at
point “1”* offshore Meditesranean of the ARE. at :

Lat. 31° 30 00”  North and

Long. 29° 24 (00”  East
thence due East to point “2” at :

Lat, 31° 300 00"  North and

Long. 29° 30 00"  East
thence due North to point “3” at :

Lat, 31° 36 00”  North and

Long. 29" 30" 00” Fast
thence due East to point “4” at :

Lat, 31° 36 00”  North and

Long. 29° 3% o East

thence due East to point “5” at ;
Lat. 31° 43 00” North and
Long. 29° 36’ 0o’ Fast
thence due East to point “6” at ;

Lat, 31° 4327 00" North and
Long. 29 48’ 00” East

thence due Nouwth to point “7” at :

Lat, 31° 48’ 007 North and
Long. 29° 48 (00”7  East
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il

thence due North to point “8"” at :
Lat. 31* 48 00
Long. 30° 000 OO”

thence due South the point “9” at :
Lat. 31+ 30 00"
Long. 30° OO 00"

thence due West to point “10” at :
Lat. 3 3 oW
Long. 29 54 00"

thence due South to point “11” at :
Lat. 3r 2 00"
Long. 29° 5¢ 00"

thence due Westl to point “12” at :
Lat, 31 2 o
Long. 29° 48’ 00~

thence due Scuth to point “13” at :
Lat, 31° 18 00”
Long. 29° 48" 007

thence due West to point “14™ at :
Lat, 31° 18 00
Long. 29° 36" (07

thence due South to point “15” at -
Lat. 31° 122 007
Long. 29° 36’ 00

thence due Westj to point “16” ag :
Lat. 31°  12¢ 0"
Long. 29° 24 00"

L]

thence due North to point “1* which is the point of

beginning.

North and
Fast

North and
East

North and

East

North and
East

North and
East

North and

Nerth and

East

North and

East

North and
East
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IN NORTH ALEXANDRIA OFFSHORE
AREA

SETWEEN
A.R.E. GOVERNMENT
AND |
E.G.P.C.
AND

ENTREPMRISE DE RECHERCHES
ET D'ACTIVITES PETROLIERES

AND

SOCIETE NATIONALE DES
PETROLES D'AQWITAINE

Within Twenty Twe (22) Exploration Blocks
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ANNEX HGH ( -’:" ) {;,lll\
LETTER OF GUARANTY o il

Cairo, VAY R g all

LETTER OF GUARANTY NO :

EGYPTIAN GENERAL PETROLEUM CORPORA-
TION |

Gentlemen,

The Undersigned, NATIONAL BANK OF EGYPT
Cairo, as Guarantor, hereby guarantees to the Egyptian
General Petroleurn Corporation (hereinafter referred to as
EGPC) to the limit of thirteen (13) million Dollars in U.S.
Currency the performance by ELF AQUITAINE (herein-
after referred to as CONTRACTOR or ELFAQUI-
TAINE) of its obligations required for exploration opera-
tionz to spend a minimum of thirteen (13) million U.S.
Dollars during the initial three (3} years of the exploration
period under Article IV of that certain Concession Agree-
ment {hereinafter referred to as the Agreement) covering

that Area described in Annex “A” and “B” of said Agree- |

ment, by and between the Arab Republic of Egypt

(hereinafter referred to as AR.E.), EGPC and CONT-
RACTOR dated

It is understood that this Guaranty and the liability of
the Guarantor hereunder shall be reduced quartely during
the period of expenditure of said thirteen {13) million
U.S. Dollars by the amount of money expended by GON-
TRACTOR for such exploration operations during each
quarter. Each such reduction shall be established by the
joint written statement of EGPC and CONTRACTOR,

In the event of a claim by EGPC of non-performance
or surrender of the Agreement on the part of CONTRA-
CTOR prior to the fulfilment of said minimum expen-
diture obligation ucder Article IV of this Agreement
there shall be no liability on the undersigned Guarantor
for pa}mmt to EGPC unless and until such liability has
been established by written statement of EGPC setting
forth the amount due under the Agreement,
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It is a further condltmn of this Letter of CGunranty
that :

1} This letter of Guaranty will htmma available enly
provided that the
writing by GGNTRAGT OR and EGPC that the Agree
rnent bctwm CDNTM{ITDR, AR.E. and EGPC has

become effective according to its terms, and said Guar-

anty shall become effective on the Effective Date of said |

Agreement.

2) This Letter of Guaranty shall, in any event automa-
tically expire !

g} Three and one half {3.5) years after the date it

becomes effective, or

b) At such time as the total of the amounts shown
on guartely joint statements of EGPG and CON-
TRACTOR equals or exceeds the amount of
said minimum expenditure obligation.

whichever is earlier,

3} Consequently, any claim in respect thereof should
be made to the Guarantor prior to either of
said expiration dates at the latest accompanied
by BEGPCs  written statement  setling forth
the amount of under expenditure by CONT-
RACTOR to the effect that :

a; GONTRACTOR has failed fo porform s expen-
diture obligations referred t in this Guaranty,
an«l

b} has failed to pay the mip&ﬁdzturt deficiency o
EGPC,

We declare that on issuing this Guaranty we did not |

exceed the linmdt of total guaraniees which we are entitled
10 issue as per Ministry of Economy’s letter No. - dated—

Please retumn to us this Letter of Guaranty in the

event it does not becoms effective, or upon the expiry
date.

Yours faithfully,
For THE NATIONAIL BANK OF EGYPT, CAIRO

Accountant Manager

guarantor will have been informed In |

I

|

!

: bl b olall s 3 Wil ,
bl 8 131 WL gndl] 6 1im el (s s W =
ﬂtﬁf*iﬂj c.}ﬁiﬁga LIV Eﬁ: fnee Sh1 g 4 1 e LS Lied
vl iy lr: hJ'I.’H wﬂ,nﬂu}%ﬁmﬁi Lo By

ST EUES IE (VRS SRR e P
;LW L ol M o3 e ol Jos — v

b b ek £ 55 e papd Bep Sl S e (1)

b st D SUUIY 3 5 N IW 6 oF ey b ()
o ll3 e by dalaYh

* {.:i".""" ﬂ{%JHI i.‘;I
bl g ki Ol Ll Rnd 1 31 0B UL 5 — v

Al & geae € ATV Jo Ol Qlles A3 2 6 e Y )8
poaladey ol diiy o A1 Ad sk Rw Bl o g7

| TR S R L D A R -1 ﬁ_ﬁ:fg}d}m” ol (1)

ER E‘c‘aji

R At CRIVE N P s g

W e Gl bl 58 2m 30 Gl siatan), UL g
T t.l.;li — ;} Jhd'iiiﬁj_, @iﬁ'ﬁﬁ* iﬁ_}‘#-@aﬂ%

-L#JT l!_JL#‘::ﬂ.: ‘1 bl ¢ L:ll Jin {JWI wlhs- aalsl lt,“_g
L s

il — L;;.n.u '}l'*j'l U, o

, —



47 \ve i ady v A (aB) YV 2 Lo St i ol §y
ANNEX “D” ; (’)u’m

Chagter of North Alexandria Petroloeum Company

ARTICLE 1

A joint stock company having the natiopality of the
ARAB REPUBLIC OF EGYPT shall be formed with the
authorization of the GOVERNMENT m accordance with
the provisions of the Agreement referred to below and
of thiz charter.

The Company shall be subject to all laws and reguia-
tions in force 4n the ARE., to the extent that such laws
and regulations are not incousistent with the provisions
of this Charter and the Agreement referred to below.

ARTICLE II

The name of the Company i NORTH ALEXAND-
RiA PETROLEUM COMPANY  abbreviated as

“NALEPCO”, |
ARTICLE 1T

The Head Office of NORTH ALEXANDRIA PET.

ROLEUM COMPANY shall be in Cairo, ARE.

ARTICLE IV

The object of NORTH ALEXANDRIA PETRO-
LEUM COMPANY 1 1o act as the agency through
which EGFC and ENTEREPRISE DE RECHERCHES
ET D'ACTIVITES PETROLIERES and SQCIETE
NATIONALE DES PETROLES D'AQUITAINE carry
out and conduct the development operations required in
accordance with the prowsions of the Agreement signed
on the

by and between the ARAB REPUBLIC OF EGYPT,

the EGPYTIAN GENERAL PETROLEUN COR-
PORATION and ENTREPRISE DE RECHERCHES
ET DACTIVITES PETROLIERES AND SQCIETE
NATIONALE DES PETROLES IYAQUITAINE cove
ring petroleum operations in the offshore Area described
therein,

NORTH ALEXANDRIA PETROLEUM COMP-
ANY shall alse be the agency to carry out and conduct
exploration operabions after the date of Commercial
Discovery pursuant to ENTREPRISE DE RECHER-
CHES EYT DACTIVITES PETROLIERES AND
SOCIETE NATIONALE DES PETROLES IVAQUI
TAINE's Work Program and Budget approved in agcor-
dance with the Agreement.

NORTH ALEXANDRIA PETROLEUM COMP-
ANY shall keep account of all costs; expenses and expen-
ditures for such operations under the terms of the Agztf-
ment and Annex "B thereto.
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NORTH ALEXANDRIA PETROLEUM COMPANY
1 not engage in any business or undertake any activity
.nd the performance of said operations.

ARTICLE V

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

EGPC and ENTREPRISE DE RECHERCHES ET
D'ACTIVITES PETROLIERES and SOCIETE NAT-
IONALE DES PETROLES D’AQUITAINE shall each
pay for, hold and own, throughout thie hife of NORTH
ALEXANDRIA PETROLEUM COMPANY referred to
above one half {14) of the capital stock of NORTH
ALEXANDRIA PETROLEUM COMPANY provided
that only in the event that either party should transfer
or assign all its rights, title or interest in the en-
tircty of that Agreement, may such transferring or assign-
g party transfer or assign any of the capital stock of
NORTH ALEXANDRIA PETROLEUM COMPANY
and m that event such transferring or assigning party
(and its successors and assigns) must transfer and assign
a stock interest in NORTH ALEXANDRIA PETRO-
LEUM COMPANY equal to the transferred or assigned
percentage of ownership interest in the entirety of the
Agreement referred to. )

ARTICLE VI

NORTH ALEXANDRIA PETROLEUM COMP-
ANY shall not own any right, title, interest or estate

in or under the Agreement or in any development lease cre-
ated thereunder or in any of the petroleum produced from
any exploration block or development lease area there-

under or in any of the assets, equiprhent or other property
nhtamn::d or used in‘cunnectiun therewith, and shall not
be obligated as a principal for the financing or perform-

ance of any of the duties or obligations of cither EGPC
or ENTREPRISE DE RECHERCHES ET D’:GTIVI-

TES PETROLIERES and SOCIETE NATIONALE
DES PETROLES D’AQUITAINE under the Agreement,

NORTH ALEXANDRIA PETROLEUM COMPANY |

f't

shall not make any profit from any source whatever
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ARTICLE VII

NORTH ALEXANDRIA PETROLEUM COMP-
ANY shall be no more than an agent for EGPC and
ENTREPRISE DE RECHERCHES ET D’ACTIVITES
PETROLIERES and SOCIETE NATIONALE DES
PETROLES ID’AQUITAINE. Whenever it is indica-
ted herein that NORTH ALEXANDRIA PETROLEUM
COMPANY shall decide, take action or make a proposal
and, the like, it is understood that such decision or judge-
ment. is the result"of the decision or judgement of ENT-
REPRISE DE RECHERCHES ET D’ACTIVITES
PETROLIERES and SOCIETE NATIONALE DES
PETROLES D’AQUITAINE or EGPC and ENTRE-
'PRISE .DE RECHERCHES ET D’ACTIVITES PET-
ROLIERES and SOCIETE NATIONALE DES PET-
ROLES D’AQUITAINE as may be required by the
Agreement.

ARTICLE VIII

NORTH ALEXANDRIA PETROLEUM COMP-
ANY shall have a Board of Directors consisting of eight
members, four (4) of whom shall be designated by EGPC
and the other four {4) by ENTREPRISE DE RECHER-
CHES ET D’ACTIVITES PETROLIERES and SOCI-
ETE NATIONALE DES PETROLES D’AQUITAINE.
The Chairman shall be designated by EGPC and shall
also be a Managing Director. ENTREPRISE DE
RECHERCHES ET D’ACTIVITES PETROLIERES
and SOCIETE NATIONALE DES PETROLES
D’AQUITAINE shall designate the General Manager
who shall also be a Managing Director.

ARTICLE IX

Meetings of the Board of Directors shall be valid if a
majority of the Directors are present and any decision
taken at such meetings mmust have the affirmative vote
of six (6) or more of the Directors; provided. however,
that any director may be represented and vote by proxy
held by another director.

ARTICLE X

General meetings of the sharcholders shall be valid if
a majority of the capital stock of NORTH ALEXAND-
RIA PETROLEUM COMPANY is represented thercat.
Any decisions taken at such mcetings must have the

affirmative vote of shareholders owning or representing
a majority of the capital stock.
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ARTICLE XI (3% Bslhtisl))

| The Boar of Do sl apprve the st | L1 (60 3,20 155605050 2 4
personmel of NORTH ALEXANDRIA PETROLEUM | a#oias Sl ¢ Jofdl & W W U2 B o sl
COMPANY directly by NORTH ALEXAN- ‘

DRIA PE’I‘R()&U: M COMPANY and not assigned | 32251 W4 oo d33 b ol 3 el Q852
thereto by ENTREPRISE DE RECHERCHES ET | .: b s . .
D'AGTIVITES PETROLIERES and SOCIETE NAT- ot 63 sl Gages ¢ dait Ao 4] Gl
IONALE DES PETROLES D'AQUITAINE and LA gl ¢ oS

D e ;Méikhtwﬂidji;;hh}ﬂw@{ﬁj
The Board shall, @ due course, draw up the By-Laws

of NORTH ALEXANDRIA PETROLEUM COMP. o Wbl de sladita o 5 Jaidl T sl gid 8728

ANY and such By-Laws shall be effective upon being ¢ ;5 abdb ;o000 6N @ N S el Tk o5t 3
approved by a General Meeting of the sharcholders, in g " e syt dond t“’-" 3
accordance with the provisions of Article X hereof, . Al 1 o

ARTICLE XiI : EP HUPREEY

NORTH ALEXANDRIA PETROLEUM COMP- | Ly (po) % oo i Joillie sl QIS 2578 L
ANY shall come into existence within thirty (30} days {( ) N e 3 JrY :*" A it
after the date of Commercial Discovery as provided for | - AWV $ 4de Lo gamin 5o b o€ Yoo Lol quﬁ"ﬂ\& R
in the Agreement. ' :

The duration of NORTH ALEXANDRIA PETRO- | 1Y %bier t4 i L28 % oo 835 s L)
LEUM COMPANY shall be for a period equal to the : ' o et
duration of the said Agreement, . by A ASle

It shall be wound up and liquidated if the Agrcement | a9 5ys A 'i..i\i;"ﬂ\" Tl i i E
referred to above is terminated for any reason as provids i o 7 drd o 1ol sty S 201

ed for therein, . : b e gaidl ,_;_;1:.;_’3?1 o
ST | - |

THE EGYPITAN GENERAL . PETROLEUM COR- | rad 2L & St Eny

PORATION | -

BY : — o - w : e

ENTREPRISE DE RECHERCHES ET D’ACTIVITES Aan S b Sy sy 4 AN

PETROLIERES &

SOCIETE NATIONALE DES PETROLES -
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ANNEX “B" _{.a;);_;.m_;,.m
ACCOUNTING - PROCEDURE. | 4_5'.;1.! pliach
ARTICLE 1 (¥ 5l
(General Provisions : | Wl o5

i. Definjtions :

The definitions contwned in Article I of the Conces
sion Agreement shall apply to this Accounting Procedure
and have the same meaning. Certain accoumting terms
hereip used are defined as follows

1) “Agreement” means the Concession Agreement of
which this Annex is a part. i

2} "Noow-Operator” means the parties o the Agres- |
ment other than CONTRACTOR when it is per-
forming work.
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2. Statements of Activity ¢

A} CONTRACTOR or NALEPCQ, as the case may
_be, shall pursuant to Article IV of the Agreement,
render 1o Non-Operator or Non-Operators within |
thitty (30) days of the end of each quarter a state-
ment of Exploration Activity reflecting all charges
and credits related to the explorations operations
for that guarter sunmarized by appropriate classi-

fications mdicative of the nature thereof.

B} NALEPCO shall vender to BGPC and CON-

3. Adjustments and Audiis

A)

development operations for that month summarized

-clusively be ‘presumed to be true and correct after |
ment by EGPC unless within the said three (3) |

. months  EGPG . takes written exception thereto
- pursuant to Article TV {f) of the Agreement.  Dusing

.EGPC under this sub-paragraph.

TRACTOR within twentyfive (25) days of the end
of each month a Statement of Developrient Activity
reflecting all chargss and credis related w the

by appropriate classifications indicative of the namre |
thercof,  except that items of controllable material |
and unusual charges and credits shall be detajled.

Each Staternent of Exploration Activity shall con-

three {3} months following the receipt of each state- |

said three {3) months period supporting documents
will be avatlable for inspection by EGPC during all
working hours,. CONTRACTOR will have the
same auodit rights ‘on NALEPCO' staternenss 2
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B) All Statements of Activity for development for any

Calendar Year shall conclusively be presumed to be |

true and correct twenty-four (24) months following
the end of any such vear unless within the said
‘twentyfour (24) months period EGPC or CONTRA-
CTOR takes written exception thereto. Pending
expiration of said twenty-four (24) months EGPC or

CONTRACTOR or both of them shall have the |

right to axedit NALEPCO accounts, records and sup-
porting documents for such year in the same man-
ner as provided in Article IV (f} of the Agreement.

4. Currency jﬂkﬁhangc :
CONTRACTOR’s and NALEPCO's books for Deve:

lc-pmt:nt and Exploration, shall be kept in the A.R.E. in
U.S. Dollars. All U.S. Dollar expenditures shall be

charged in the amount expended. All Egyptian Pounds

Expenditures shall be translated to U.S. Dollars at the |
official buying rate of exchange issued by the Central |

Bank of Egypt on the first day of the month in which
expenditures are recorded, and all other non-U.S. Dollar
expenditures  shall be translated to  U.S. Dollars
at the buying rate of exchange for such currency as quoted
by National Westminster Bank Limited, London, at 10.30
am. G.M.T., on the first day of the month in which ex-
penditures are recorded. A record shall be kept of the

exchange rate used in translating Egyptian Pounds or
other non-U.S, Dollar expenditures to Dollars.

5. Precedence of Documents :

In the event of any inconsistency or conmflict between
the provisions of this Accounting procedure and the pro-
visions of the Agreement treating the same subject dif-
ferently, thery the provision of the Agreement shall prevail,

6. Revision of Accounting Procedure :

By mutual agreement between EGPC and CONTRA-

CTOR this Accounting Procedure may be revised from
tme to tme In the light of future arrangements.

7. No Charge for Interest on Investment :

Interest on investment shall not, at any time, be charged
as recovered enst under the Agreemnet.
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ARTICLE i1

Costs, Expenses and Expenditures

Subject to the provisions of the Agreement CONTRA-
CTOR shall alone bear and, directly or through NALEP-
£O pay the following costs and expenses, which costs
and expenses shall be classified and treated in accordance
with Article VII of the Agreemcut.

1. Surface Rights

All direct cost attributable to the acquisition, repewal

DY rfiin;;éishmmt of surface rights acguired and maint
ained in force for the Area.

2. labour

A) Salaries and wages of CONTRACTOR o NA-
LEPCO employees, as the case may be, direcedy engaged in
the various activities mnder the Agreement including
salaries and wages paid to geologists and other employees

who are temporarily assigned to and emploved in such
activities,

By CONTRACTOR's or NALEPCO's costs of holi-
day, vacation, sickness, disability benefit, living and
housing allowances, travel time, bonuses and

other customary allowances applicable to the |

salaries and wages chargeable under sub-parag-
raph 2. A and paragraph 9, and sub-paragraph
i1, A, and 11, C of this Articie II, cost under
this sub-paragraph 2. B shall be thirty five (35)
percent of the amount of salaries and wages
chargeable wnder sub-paragraph 2. A and para-
graph 9, and sub-paragraph 11. A and 11, C of
this Article I for expatriate employees and on
a basis similar to that prevailing in Oil Com-
panies operating in the AR.E. for national
employees,

¢) Costs of expenditures or contribution made pur-
suant to law or assessments imposed by govern-
mental authority which are applicable to labour
cost of salaries and wages as provided under

sub-paragraph 2. A, and paragraph 8, 11, A and |

11. © of this Article 1T,

1
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3, Dmployces Benefits

CONTRAUTORs or NALEPCOs cost of s:sta}aiis?md
plans for employees group life msurance, hospitalization,
pension, retirement, stock purchase, thrift, and other

benefits of a like nature, costs under this paragraph 3
shall be 15% of the amount of salaries and wages of
expatriate employees and on & basis mimilay to that prev-
aling in Oil Companies operating in ARE, {for national
employces, all as chargcable under sub-paragraph 2. A
and paragraphs 9, 11, A and 11, C of this Article II.
Severance pay will be charged at a fixed rate applied
to payrolls which will equal an armnount eguivalent to the
maxhrum hability for severance paymonts as required by
the obligations of the Operator under the ARE. Labour
Law.

4, Material

Material equipment and supplics purchascd or furni-
shed as such by CONTRACTOR or NALERRO.

A) Purchases

Matenal, equipment and supplies purchased

or NALEPCO after deduction of a2l discounts
actually received.

B) Matcrial Fumished by CONTRACTOR

M aterial required for operations shall be pur
chased divcotly whenever practicable, except that
CONTRACTOR may furmnish  such material
from CONTRACTOR s affiliates’ stocks outside
the A.R.E. under the following conditiong

1. New material transferred from CONTRA-
CTOR’s affiliates warehouse or other pro-
perties shall be priced at cost, provided
that the cost of material supplied is not
higher than intemational prices for mute-
riai of stmilar guality supplied om similar
term prevailing at the time such material
was supplied.

2. Used Material (Condition “B” and “C)

) Material which s in sound and serviceable condition
and is suitabie for re-use without reconditioning shall
be classed as Condition “B” and priced at seventy-
five (75) percent of the price of new material.
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b) Material which cannot be classified as  Condition
“B" but which is serviceable for onigmal hmnctinn
but substantially not suitable for reconditionng, shall
be classed as Condition “C0” and priced ar tifty (50)
percent of the price of new material.

£) Material which cannot be classified as

"B or Conditionn “C” shall be priced at a valuc
Commensurate with its use.

d) Tanks, buldings and other equipment Ivolving erec-
tion costs shall be charged at applicable percentage
of knocked-down new price.

C. Warranty of
CTOR

CONTRACTOR does not warrant the material fumi
shed beyond or back of the dealer's or manufacturer’s
guaranty ; and in case of defective material, credit shall
not be recorded wmiil adjustment has been received by
CONTRACTOR from manufacturces or their agents.

Materials Furnished by CONTRA-

2. Transportation

Transportation of emplovess, cquipment, materials wud
supplies nevessary for the conduct of activitics. Employee
transportation costs to the extent covered by established
policy of CONTRACTOR or NALEPCO will include
travel expenses for employces and thelr familics o and
from the cmployees’ point of origin at the time of cmp-
loyment, at time of scparation and for vaecations, and
travelling cxpenses for employees and their familics -
curred as a result of transfer from one location to another,
Transportation costs for employees and their families

from A.R.E. o another country than point of origin shall
not be charged to AR.E. operation.

b. Services

A} Quiside services

The cost of consultants, contract services and
utilities procured from third partics.

#) Cost of services performed by EGPC or by CON-
TRACTOR or their affiliated companics in
tacilities inside or outside the ARE. Regular,
recurring, routine services, such as interpreting
magnetic tapes and/or other analyses, shall be
performed and charged by EGPC and/or CON-
TRACTOR. or their affiliated companies at a
regotiated contract amount. Use of EGPCSs
andfor CONTRACTOR’s or their affiliated
companies wholly owned equipment shall be
charged at a rental ratc commensurate with the
cost of ownewship and operation, but not in
cxcess of competitive rates eurrently prevailing

in the ARE. For exploration, CONTRA.

OTORs and its affilined copnanies’ tes shinll

ol itrciude admmistrative overhead comts,
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7, Damages and Losses

All costs or expenses mecessary to replace or repair
damages or losses incurred by fire, storm, flood, thefy,
accident or any other cause not controllable by CONT-
RACTOR or NALEPCO through the exercise of reason
able dihigence. CONTRACTOR or NALEPCO shall
furnish Non-Operators written notice of damages or losses
incutted in excess of ten thousand {10,000) U.S. Dollars

per occurrendce, as soon as practicable after report of the
same has been recelved by CONTRACTOR or NALE-
PCQ),

8. imuram:#: and Claims

The cost of any public Lability, property damage and
cther msurance against habilitiess of CONTRACTOR,
NALEPCO and/or the pattics or any of them o 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 msurance or claim collected shall be credited against
operations. If no insurance js carried for a particular
risk, all related actual expenditures owrred and paid by
CONTRACTOR or NALEPCO in settfement of any and
all losscs, claims, damages, judgements and any other
cxpenses, mchuding legal services,

9. Indirect Expense

Camp overhead and facilities such as shore base,
warchouses, water gystems, road svstems, salaries and
cxpense of ficld supervisory pexsonnel, field clerks, assis

tants and other goneral emplovees nddirectly serving the
Arca,

13 Legal Expenses

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the proiection of the
Area, including attorney’s fees and expenses as herein-
after provided, together with all Judgements obtained
against the parties or any of them on accoamt of the opera-
tions under the Agreement, and aciual expenses incurred
by any party or parties hereto in securing evidence for
the purpose of defending against any action or claim
prosecuted or urged against operations or the subiect
matter of the Agreement. In the event actions or claims
affecting the interest hereunder shall be handed by the
legal staff of ane or more of the parties hereto, a churge

commenstrate with cost of providing and turnishing mach
services piny e made to operations.
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i1, Administrative Overhead and General Expense { Ao gt by pably AR 283 %__;’iﬁ¥’i &Wi{i ’s}

4) While CONTRACTOR i conducting esplora- | % 33 ol Ueail 5 he 3ol ¢ RULEW et (1)
tion activities, cost of statfing and maintaming § 5 1h ' . . "
CONTRACTOR's head officc in the ARE. | €33 ool “o. 0™ 3 341 o) S0
and/or other offices established in the AJR.E. fga G 9 . : -
other than field offices which will be charged as AN OeEdu¥ P S G S
provided in Article II, paragraph 9 above and weabs o do LB LE R Lt slul ]
cxcepting salaries of employees of CONTRA- 1 L}ffmﬁ“ H JES Jig i
CTOR who are temporarily assigned to and | #bge il e slined g0 4l 4 s astadl g Lbe

directly scrving on the Area, which will be T e af e e welt) L < )
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above. e LR o w3 G ade o gyl o Lo

B CONTRACTOR':s administrative overhead out- e 1 Erpo z” &,h Joil bl % Sl By el (<)

side the AR.E. applicable to the AR.E, exp- X . ]
loration operation which will be charged each | Memnt 4et 8 JF G e d deedl Ly

month at the rate of four (4) percent of total | ke o137 Sl i % o ("].¢) PN U P |
Exploration Expendicures while CONTRACT- . sl [ 1) M3 Jaaz 5 AT R

OR s conducting explotation activities and at ) o _ |
the rate of two {¥) percent of total Exploration R TR MT’ S {‘1:.' A LI PERFE:

Expenditures while NALEPCO is conducting | oM, pah ‘,ziug}_.ﬁli 'i:i...i&t,;;;:% A WA SR S 1
exploration activities. No other diveet charges | - » 3 ve Y el 1l

as such for CONTRACTOR's administrative | 5 < g2 ol dolal Bl 1o
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1. Txeccutive — Time of excoutive officers, o skl ondl M ndy :L,&'::Ji( V)

2. Treasury — Financial and exchange probe | | szl §, & Sl RJUI TR T ()
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) While NALEPCO is conducting activities, NA-
LEPCO's personnel engaged in general clevical
and office work, supcrvisors and officers whose

. time is generally spent i the main office and
not in the field, and all employces generalily con-
sidered as general and administrative and not
charged to other types of expense, will be charged
to operations. Such expenses shall be allocated
each month between cxploration and develop-
ment operations according to sound and pra-
cticable accounting methaocls. |

12. Taxcs,

All taxcs, dutics or levies paid in AR.E. by CONTRA-
CTOR ¢r NALEPCO other than those covercd by para-
graph (g) (1) of Article 111 of the Agrcement.

13. Continning CONTRACTOR Costs

Costs of CONTRACTOR s activitics required under the
agreement and incurred exclusively in the AR.E. after
NALEPCO s formed. No sales expenses incurred outs
side the AR.Y. may be recovered as a cost.

14,  Other Fxpenditures,

Any Costs, expenses or expenditures, other than those
which are covered and dealt with by the foregoing pro-
vistons of this Article IT, incurred by CONTRACTOR
or NALEPCO under approved Work Programs and
Budgets,

ARTICLE 111

[uventorics

1. Purtodic Inventorics, Notice and Representation

At rcasonabic intcrvals as agreed uwpon by EGPC and
CONTRACTOR inventories shall be taken by NALI-
PCO of thc operations material, which shall inclucde all
such matcrial, physical assets arnd construction projccts.

Written notice of intention to take inventory shall be
given by NALEPCO to EGPC and CONTRACTOR at
least thirty (30) davs bofore any inventory is to begin so
that EGPC and CONTRACTOR may he represented
when any nventory is taken.
CONTPRAULUTOR to be represented at an inventory shall
bind them to accept the inventoty taken by NALEPCO
who shall in that event, furnish the party not represented
with a copy thereof.,

Failure of EGPC and/or |
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2. Reconciliation and Adjustment of Inventories

Reconciliation of inveatory shall be made by CONTRA-
CTOR and EGPC, and a list of overages and shortages
shall be jointy determined by NALEPCO and CON-
TRACTOR. and EGPC, and the invemory adjusted by
NALEPCO.

ARTICLE IV
Cost Recovery

1. Statemens of Recovery of Costs and of Cost Recovery |

Crude O3

CONTRACTOR shall, pursuant to Article VII of the
Agreeoent, vonder to EGPC as prompily as practicable,
but not later than thirty (30) days afier receipt from
NALEPCO of the Statﬁ:ments for Development aad
Exploration Activities for the last momth of a guarter, a
statement for that quarter showing :

1)
if any.
i }

ema

it}

Recoverable custs incurred during the guarter.
Total recoverable costs for the quarter {i} -+ (i)

v} Value of Cost Recovery Crude Oil taken and sepa

GUALLLT.

v} Amount of costy recovered for the quarter,

vi} Amount of rocoverable costs  corried  Into the suc
ceeding quarter, if any.

vit] Excess, if any, of the value of Gost Recovory Crude
Ot taken and separately dispased of by CONTRA-
LTOR over costs recovered for the guarter,

2. Pavmenis

If such stateinent shows an amount due EGPC,
ment of that amount shall be made In U8, i}aiiara h}’
CONTRACTOR 30 EGPC with the rendition of such
statemetit,

3. Andit Right

EGPC shall have a peried of twelve {12) months from |

receipt of any statement under this Article IV in which
to audtt and raise objection to any such starement,. EGQPO
and CONTRACTOR shall agree on any required adjust-

ment.  Supporting dotoments and accounts will be avai-
lable to EGPC during said twelve (12) month perind,

rately disposst of by CONTRACTOR for the

\Ave Lo ady v o b)) YV 2 o
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Recoverable costs carried from the provious quarter, | ¢ bl 1
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ARTICLE V

Comtrol and Major Accounts

E

1. Txploration Obligation Contral Accounts |!

CONTRACTOR will establish an Exploration Obiiga- |
tion Control Account and an off-sertin® contra agccount to |
contxe], therein the total amount of exploration expenditu-
res roported on Statement of Activity preparad per Axiicle |
I{2) {A) hereol, less any reductions agreed to by EGPC |
and CONTRACTOR following written exceptioas taken |
by & Mon{perator pursuant to Article 1 {3) (A) hereof,
m arder to determine when minimean Exploration Obii-
gations have been miet.

2, Cuost Recovery Control Account

CONTRACTOR will establish 2 Cost Recovery Con- f;
trol Account and an offsetting contra account to control |
therein the amount of cost remaining to be racovered, if
any, £ amount of cost recovered and the valuc of eycess
Cr o necovery, i any. i

3.  Major Accoonty

|

For the purpose of classifying costs, expenses and ex- §
penditures for cost recovery as well os for the purpose of
establishing when the explovation obligation has been i
met, costs, expeases and expenditures shall be recorded in |
major accounts including the following :

Exploration Expenditures

Derelopment  Expenditures other than apcrating |
Xprénsed

- ;
{perating Expenses

Necessary sub-accounts shall be ueed,
- emue accounts shall be mamtaiied by LONTRA- |

UTOR to the extent necessary for the control of recovery
of costs and the treatment of Cost Recovery Crude Oil
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