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CONCESSION AGREIMENT FOR PETROLEUM
£ PLORATION AND EXPLOITATION

BETWEEN
THE ARAB REPUBLIC OF EGYPT
ANI
FGYPTIAN GENERAL PETROLEUM

CORPORATION
AND

1L & E, EGYPT, INC.
AND

QUINTANA SUEZ, LTD.
IN

EAST SHUKHEIR OFFSHORE AREA

This agreement, made and entered on this 7th day of
June, 1979 by and betwceen the ARAB REPUBLIC OF
EGYPT (hereinafter referred to variowly as “A.R.E.” or
as the “Government”), the EGYPTIAN GENERAL PET-
ROLEUM CORPORATION, a legal entity created by
Law No, 167 of 1958 as amended (heremafter referred to

as “EGPC”), LL&E EGYPT, INC., a company organized
and =xisting under the laws of Delaware (hereinafter
referred to as “LI & E™), and QUINTANA SUEZ. LTD,
a company incorporated unnder the laws of the Cayman
Islands (hereinafter referred to as “Quintana”), with LI
& F and Ouintana being hereinafter collectively referred
to as “Contractor”.

WITNESSETH

WHERFAS. Law No. 66 of 19533, as amended, cstab- '

" Yished that all raw materials, including petroleum, existing

in mines and quarnies in ARE, inculding the territorial |

waters, and in the sea bed subject to its jurisdiction and
extending bevond the territorial watcrs, are the property
of the State; and

WHEREAS, EGPC has applied fer an exclusive ¢ons
cession for the exnloration, development and production
of netroteom  and throuchout the area referred to 1n
Article T1. and described in Annex “A” and shawn appro-
ximatfly en Annex “B” which are attached herefo and
made part hereof; and
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WHEREAS, Contractor agrees to undertake its obligar e o paill Sl Il Jamis 5y e il g Jalall 3Y oo

tions provided hereinafter as contractor with respect to
the exploration, development and praguction of petroleum
in said Area; and
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WHEREAS, the Government desires hereby to grant

such concession ; and

WHEREAS, the Minister of Petroleurn pursuant to the

provisions of Law No. 86 of 1956, may enter into a con-
cession agreement with EGPC and with Contractor as a

contractor, for the petroleum operation in the Area here-
inafter referred to.

NOW, THEREFORE, the parties hereto agree as
follows :

ARTICLE I
DEFINTTIONS

“Exploration” shall include such geological, geophy-
sical, acrial and other surveys and studies as may be
contained in the approved Work Programs and Buc'-
pets, and the drilling of such shot holes, core holes
stratigraphic tests, holes for the discovery of Petroleun
or the appraisal of Petroleum discoveries and other
related holes and wells, and the purchase or acquisi-
tion of such supplies, materials and equipment there-
for, all as may be contained m the approved Work
Programs and Budgets. The verb “explore’” means
the act of conducting Exploration.

fa)

g

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

h)

(Y The dnlling of deve]npmmt wells ; and

(it} The design, construction, installation, servicing
and maintenance of equipment, lines, systems,
facilities, plants and related operations, to pro-
duce and operate said wells. to take, save, treat,
handle, store, flare, transport and deliver Petro-
leum for export, and to undertake repressuring,

recycking and other secondary recovery projects.

(¢) “Petroleurn” means liquid crude oil of various densi-
ties, asphalt, Gas, casinghead gas and all other hydro-
carbon substances that may be found in, and produced,
or otherwise obtained and saved from the Area and

all substances that may be extracted therefrom.
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« iquid Crude Oil” or “Crude Q1" or “O1l” means
any hydrocarbon produced from the Area which is 1n
a liquid state at the wellhead or lease separator Or

which is extracted from the Gas or casinghead gas
in a plant. Such tern includes distillate and conden-
sate.

“(3as” is natural gas, both associated and non-associa-
ted, and all of its constituent elements produced from
any well in the Area and all non-hydrocarpon subs-
tances, therein. Said term shall include residual gas.

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

callons, liquid measure, corrected to a temperature of
sixty (60) degrees Fahrenheit.

“Ciommercial Well” means the first well in any geolo-
gical feature which, after testing for a period of thirty
(30)' consecutive days where practical, but 1n any event
in accordance with sound, accepted industry produc-

tion practices, and verified by EGPC, is found to be

capable of producing at the average rate of not less
than Three Thousand (3,000) Barrels of Oil per day,
(BOPD). The date of discovery of a “Commercial

Well” is the date on which such well 1y completed and
tested according to the above.

“A.R.E.” means Arab Republic of Egypt.

“Effective Date” means the date on which the rele-
vant law referred to in Article XXIX <s 1ssued or the

text of this Agrecment is signed by the Government,
EGPC and Contractor, whichever is later,

“Year” or “Calendar Year” means a period of

twelve (12) months according to the Gregorian
Calendar.

“Financial Year” means the Governmcnt’s financial

year starting on January Ist and ending on Decem-
ber 31st, both dates being inclusive.
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() “Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax
returfis or reports are required according to any app-

kcable income, profits or other tax law or regulation

of the A.R.E.

(m) An “Affiliated Campany” means a company :

(¢}

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

() Which is the owner directly or indirectly of share
capital conferring a majority of votes at stock-

holders’ meetings of a party hereto ; or

(i) Whose share capital conferring a majority of
votes at stockholders’ meetings of such company
and the share capital eonferning a majarity of
vates of stockholders’ meetings of a party hereto

arc awned directiy or mdirectly by the same
company.

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex “A” Is a description of the Area covered and
affected by this Agreement, herein rteferred to as the

f‘A_‘['ﬂa“.

Annex “B" is an illustrative map en the seale of 1:100,000
indicating the Area covered and affected by this Agree-
ment and described in Annex “A”.

Annex “C” is the form of a Letter of Guaranty to be
issued by the First Natlanal Qity Bank, Qairo, and te be
submitted hy Contractor at the time of signature by the

Minister of Petroleurn of this Agreement for the sum of

Six Milkien (6,000,000) U.S. Dollars, guaranteeing the
exctut;{}n of Contractor’s minimym Exploration obligations
hereunder for the first three $8) Year exploration period.
Such guaranty shall remain effective for six (6) months
after the end of the said thrae (3) Year perjod exeept as

3 it may be released prior to that 4ime in accordance with
the terms thereof.
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Annex “D” is the form of a Charter of the operating
company to be formed as provided for in Article VI here-

of.

Annex “E” 1s the Accounting Procedure.

Annexes ‘A’, ‘B’, ‘C’, ‘DY’ and ‘E’ to this Agrecment are
hereby made part hereof, and they shall be considered as
having equal force and effect with the provisions of this

Agreement.,

ARTICLE 11
GRANT OF RIGHTS AND TERM

The Government hereby grants EGPC, and LL & I and
Ouintana as Contractor, subject to the terms, covenants
and canditions set out in this Agreement, which insofar as
“ they are contrary to or incansistent with any provisions of
Law No. 86 of 1953, as amended, shall have the force of
Law, an exclusive cancession jn and to the Area described

iI'l Amﬂ}[ffﬂ EEA!! ElIld “B“-:

The Government shall own and be entitled, as here-

(a)

ing{ter provided, to a royalty In cash or in kind of ten |

(10} percent of the total quantity of Petraleum pro-
duced and saved from the Area during the develop-
ment period including renewal. $aid royalty shall be
barne and paid by EGPC out of its share of produc-
tion determined under Article VITI and shall not be
the obligation of the Contractor, The payment of
royaltiecs by EGPC shall not be deemed to result in
ineame attributable to the Contractor.

(b}
start from the Effective Date. Two @) successive
extensions to the initial exploration period of three
(3) Years and two (2) Years shall be granted Contrac-
tor at its ootion upon ninety (90Y days prior wnitten
notlee to0 RGPC and subiect only to its having fulfilled
its oblications hereunder for the nreceedine period,
This Agreement shall be terminated if no Commercial

Dhscovery is estrblished by the end of the eighth (8th)

Year of the exvloration period. However, such period |

mav hv notire tqg EGPC be extended at Contractor's
option for np to six (6) months to enable the comple-
tton of dvilling and testing of any well actually heing
drilled or tested at the end of the eighth {8thy Year.
Elecsion bv EGPC to undertake a sole risk venture
uneler paragraph (c} of this Article IT shall not extend
the exploration peried nor affect the termination of
this Agreement a3 to Contractor,

An initial exploration period of three (3) Years shall | .
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“Commercial Discovery” : After discovery of a Com-
mercial Well, Contractor shall undertake, as part of its
Exploration | program, the appraisal of the discovery |
by drilling one or more additional wells to determine

whether such discovery is worthy of being developed
commerciallly, taking into consideration the recovera-
ble reserves, production, pipeline and terminal {acili-
ties required, estimated Crude Oil prices, and all
other relevant technical economic factors.

A Commercial Discavery may consistof one produ-
cing reservoir or a group of producing reservoirs
whiich after aporaisal is worthy of hemg developed
commercially. Contractor shall give notice of a Corn-
mercial Discovery to EGPC immediately after the
discovery is considered by Contractor to be worthv of
commercial development but in no event later than
the completion of the third (3rd) exploration appraisal
well, or eighteen [18) months following the date of the
discovery of the Commercial Well, whichever "is
earlier ; excent that Confractor shall alsn have the
richt to give such notice of Commercial Discovers
with respact to any reservoir or reservoirs even if the
well or wells thereon are not  “Commercial”? within
the definition of “Commercial Well” if in it« oninion
a reservosr or groun of reservoirs considered collecti-

vely could be worthy of development. .

Following receiot of such notice, EGPC and Con.-
tractor s<hall meet and review all appropriate dota
with a view to mrhaally agreeine unon the existence
of a Commeraial Niscovery, The date of Commer-
cial Discovery shall be the date EGPC and Contrac-
tor mutually agree that a Commercial Discavery

exists.

If Crude Oil is discovered but is not deemed by
Contractor to be a Commercial Discovery under the
above provisions of this paracraph (c). EGPC shall.
one (1} Year after the expiration of the period sreni-
fied above within which Clontractar mav oive notire
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right, following sixty (60) davs notice in Writ'ng to
Contracter, at its sole cost, risk and exnense, o deve-
lop. nrﬂdu_n:?e and dispose of all Cmde Oil from the
geological feature on which the well has heen drilled.
Said notice shall state the specific area coverng said
m?ngfcal feamrﬂ to he dEVPTnt)ﬂd. the welle t~ he
drilled, the production facilities to be installed and
EGPC’s estimated cost.thereof. Within thirty (30)
days after receipt of said notice Contractor may, in
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writing, elect to develop such area as provided for in
the case of Commercial Iiscovery hereunder. In
such event all terms of this Agreement shall continue
to apply to the specified area.

1f Contractor elects not to develop such arca, the
specific area covering said geological feature shall be
set aside for sole risk operations by EGPC. EGPC

shall be entitled to perform, or in the event the Ope-
rating Company referred to in Article VI has come

into existence, to have Operating Company perform
such operations for it at EGPC’s sole cost, risk and

expense. When EGPC has recovered from the Crude
Oil produced from such specific area a quantity of
Crude QOil equal in value to three hundred (300) per-
cent of the costs it has incurred in carrying out the

sole risk operations, Contractor shall have the option,
only in the event there has heen a separate Commer-
cial Discovery, to share in the further development
and production of that specific area upon paying

EGPC one hundred {100) percent of such costs incu-
rred by EGPC. Such one hundred (100) percent

payment shall be recovered by Contractor from Cost
Recovery Crude Oil in the norma! manner for the
recovery of expenses under Article VII (a). Immedia-

tely following such payment, the specific area shall
either (1) revert to the status of an ordinary develop-
ment leage yinder this Agreement and thereafter shal!
be operated in accordance with the terms hereof, or

(ii) alternatively, in the event that at such time EGPC
or its Affiliated Company is conducting all develop-

ment operations in the area at its sole expense and

. EGPC. elects, by notire to Contractor given within

(A

ten (10) days of the payment by Contractor, to con-

finue onerating. the area shall remain set aside and
Contractor shall only he entitled to its nercentage of
the Ciriide Odl as soecified in Article VIT (B below.

The sole risk Crude Qilshall be valued in the manner

nrovided in paragraoh (¢} nf Article VII. Tn the
event of any termination of this Agreement umder the
nrovisions of paragraph b above, this Agreement
shall. hrwever, eontinue to apply tn EGPC’s opera-
tion of 2nv sole risk ventire herruinder, althoueh such

Aorerment shall have heen terminated with respect
to Ciantractor pursuant to the provisions of said para-

~2nh (h) above.

Thr development period shall be twenty (20) Years

from the date of the first Commercial Discovery.
This period may be renewed for an additional perio
of ten (10} Years at the option of Contractor upon
six (6) months prior written notice to EGPC. Follo-
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wing Commercial Discovery the cxtent of the who'e
area capable of production to he covered by develop-
ment lcase or leases shall be mutually agreed upon
by EGPC and Contractor and hr subject to the app-
roval of the Minister of Petroleum. Such avea shall
then be converted automatically 1nto a development
lease or leases with out the 1ssuance of any additional
legal instrument or permission.

Development operations thereafter shall be started
promptly by Operating Company and be conducted in
accordance with good oil field practices and accepter

petroleum  engineering principles until the field 18
considered to be fully developed. In the event mo
commercial production of Petroleum in regular ship-
ments is established in any of the blocks in which a
Commercial Discovery is made within tour (4) Years
from the date of Commercial Discovery,
shall immediately be surrepdered,

Contractor shall bear and pay all the costs and expens
sex required in carrying out all the operations under
this Agreement but guch cests and expenscs shall not
include any interest on investment and Contractor
shall Inok cnly to the Petroleum to which it is entitled
under this Agreement to recover such costs and ex-
penses.  Such costs and expenses shall be recavercd
as provided in Article VII, During the term of this
Agreement and iis repewal, the tatal production
achieved in the conduct of such operations shall be
divided between EGPC and Centractor ‘n sccordance
with the provisions of Article VII.

(f) (1) Contractor shall be subject to the laws in force in

the ARE. and the poli'ical sutdivisions thereof,
which impose taxes on or are measured by income
or profits. including those laws ‘mposing the cocm-
merc’al and industrial profits tax, municipal tax,
defenise tax and national security tax o I-come and
dividends paid with respect to sharcholders (herei
nafter referred to as “A.R.E. Incomz Taxe3”), and
except as otherw’se provided in this Agreement
shall comply with the reguirements of such laws
with respect to the filing of returns, the assessment
of tax, and the keeping for review by authorized
persons of hooks and records. |
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For the purpose hercof, any A.R.E. mcome taxes
for which Contractor’s shdrehﬂldcrs may be liable
shall be decmed to be taxes levied against Contrac-

for.

It is expressly agreed and acknowledged that
EGPC’s share of the volume of Crude Oil as dete-
rmined under Article VI includes a volume of
Crude Oil cqual in valuc to all of Contractor’s
AR.E. Income Taxes.

(2) For purposes of applying paragraph (F)(1) of this
Article, the toial taxable income of Con'ractor m
respect of any Tax Year shall be an amount caleu-
lated as follows :

(1Y The totalof the sums received by Contractor
from the sale or other disposition of all Grude
Oil acquired by Contractor pursuant to Article

V11, paragraphs (a) and (b} ;

LESS

(a) The costs and cxpenses of Contractor which
arc allowed to be recovered m the Lax
Year under paragraph (a) of Article VII ;
and

(0) The value, as determined in paragraph (c}
of Article VII of the excess Cost Recovery
Crude Ol taken and separately disposed of
by Contractor pursuant to Article VII,
paragraph (@) (2) ;

PLUS

(1) An  amount cgual to Contractor’s AR
Income Taxes.

(3) EGPC shall assume, pay and discharge, on behalf
of Contractor, Contractor’s AR.E. Income Taxes
out of the stms received by EGPC from the salc
or other disposition of its share of the Crude Oil.

(4) EGPC shall furnish to Contractor the proper
official receipt evidencing the paymeit of Contrac-
tor’s AR.E. Income Taxes, within sixty (60) days
following the receipt by EGPC of Contractor's tax
declaration for the preceding Tax Year. Such re-
ceipts shall be issucd by the proper Tax Author-
ities and shall state the amount and -:rther parti-
culars customary for such receip:s,

|

k

|

l

(s opor) O A1s BT 06 LY odm ol £Y5
Ao gl o Sl el Jo A3
o ol e sy L

L) ot OF dad o 4 Gymlly ale Gl e
et dwlodl Bald) 1AL Sadeel] {-&H s LS
B s WD LA S sl B o 1 e S

¢ EJL“ a.:Ua O ('\) (_5) n_,.u.” d:L’ uéi_,f-‘i_a (Y)
:Ljs":j'f ﬁliuhwu.‘mﬂ
ji t..:.” O L:ijl._,al! lJbL.&L-L.i U.:.” C“.:.U C_,-ﬁﬂil“ —
JIUl) ade Jozo (gl pll o 1S G AT G
o duld! LA e (Q) 5 (1) ool Y

Gres Dol Wisl i s ally LW ()
solll oy _U);ﬂ-’““ " gt -L...L_,..a.]'l o) @8 lA.:'I.:J..Al 4
26 Junzl-...“

wl_Ji sl ot (_:») b Al (8 Badeelt Al (._J)
Sl ¢ el :l):_;.:....‘:’ ua_.ﬁ;;,,!.i ri,,*.;j; i jasld
S od LBy 2 s 43 B rai s JoUll ke Juao
. + anldl U (v) ()

A Joldht e s dV s bl e W
+(egrtee)
(*gopep)diaildl BAH 5 AL fon( *)
CJLU J alals gF b boals s Ledaig ¢ Jolall Lk
3 ST el DS L ke oo
. f“""“ < P 3 Leas

T | :_.'yl..ﬂw Sl o Lodl g8 (2)
( T ) & oAt S 5 e | R W W ¥
e ges L JU) L g (R} o] uJLdJ_,’u.ﬂuJa
b I L J—:lh” o pall Ol W
oo 8 le SYLaW odn 545 O Cawy « Wl
el AL g b et L2l Sl
pdoa Va Aolbills sk 5,5 I g A4 bl
« OYLaYI

Lol

el y—

. Ey .
.L.MJ

A e



“ L ) |4 . -
" VAR e gl Ve d (b)) Y4 sl Sl Ak

- o i
(¢g) In calculating its A.R.E. Income Taxes, EGPC shall } 3 PRERR - PR J:‘A.UI ,_.H PR bwoms 45.4J! CLJ Al ( J)

be entitled to deduct royalties paid by EGPC to the
Government and the A.R.E. Income Taxes of Con-
tractor paid by EGPC on Contractor’s behalf.

ARTICLE IV

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

Contractor shall commence Exploration operations
hereunder not later than six (6) months after the Ef-
fective Date, Not later than the end of the twenty-
fourth (24th) month after the Effective Date, Contrac-
tor shall start exploration drilling in the Arca. with
a commitment of drilling one (1) well during the initial
exploration period. EGPC shall make available for
Contractor’s use all seismio, well and other exploration

()

data in EGPC’s possession with regpect to said Area, |

‘and EGPC shall provide Contractor with maps showing
definite survey control of the Area. EGPC shall obtamn
from previous operators of the Area all available ses-

mic data, well data and other records and make same
available to Contractor and provide Contractor with

access to all available seismic tapes held by previous
operators of the Area.

(b) ‘The initial exploration period shall be three (3) Years.
Contractor may extend this exploration period for two
(2) additional periods of three (3) Years and two (2)
Years respectively, cach upon a ninety (90) days prior
written notice to EGPC subject to Contractor’s expen-
diture of its minimum exploration obligations for each

such period.

Contractor shall spend a minimum of six million

(6,000,000} U.S. Dollars on Exploration operations and |

activities related thereto during the imitial three (3)
Year exploration period which shall indlude the drilling
of one {1) well. For the three (3} Year period and
two (2) Year period that Contractor elects to extend
beyond the mitial exploration period, Contractor shall
spend a minimum of six million. (6,000,000) U.S.
Dollars during each such period of extension.

ds (I O L ot ST G (epoper )
S JaULAl e Jsi sy dep TRl S At
o ol e GL5 Al s 1 ( ‘otz )

(@IJH sal ! )
e 6 75 ¢ LY LGy Jonll gl

ada (8 5, oSl ol Olbes o oF sl e o
O gl e pedT () e ol Y uepe § Lilay
b Sl B OF Jylall e oo s e duslay
A el lg| aan Y e gedd Gkl G Loy
7 A Y e ¢ bl ol oo (Y8) o mall
Javiadl gl ol g )Nt 3 i o (1) 8y
SVl GBI ¢ La st SbL) e el
\6' 5 gy 3 g_,.(r P TIPS Somdl DL e lau g
Gl e Ll aniy o 5, S BN Ghs 31,
Lol S O e Gkl il Ll
55 A Ly VT ot SbLl, Gt
G jeed | B G I3l s WS gliall oo Y3
@Y e fas 1 Gl dladi, PRUFTYFEN|

« gl Sldaadb
S Ol (0) DN 05G L)Y cadl 3
S s (wndlsl Wl oda Soedl 8 25 das OF Jstads
W o Gl e (Y) Ol () g &6 Legis

R L Ly (8¢) oy 3L 2L s

Glal Y e J5Y Sl 38T A3 J glal) 04 O by
VA E e tadl e ¢
@LL&&YL«J@_JTJJMI}@&(&J
sd—azll SbY oY s ot Y93 (Njeeeges, )
J)'ﬁlq arl dbossi, ol Olhee e 4G L4
:‘llh d L Sl (v) ok Wl L 44 ¢=..:}|“;Ju
“_. ‘}u O Jalall e ipazy (V) ety 5 an
SbY JU oY s O Y95 (Myeeeyees ) Cudh
SIS 38 U e BY e LG40 s
RIS VS RUCHIRY (%) oty oy (v)
< AW a5 5w L,

()

(<) I



15

NAYA 4 plo Vo {20) Y4 s — e ) 5y

]

Should Contractor spend more than the minimum
amount required to be expended during the initial
three (3) Year exploration period or during any per-
iod thereafter, the excess may be subtracted from the
miuumum amount of money required to be expended
by Contractor during any succeeding exploration per-
1od or periods, as the case may be.

In case Contractor surrenders its Exploration obli-
gations in this Agreement as set forth above before or
at the end of the third (3rd) Year of the initial period,
having expended less than the total sum of six million
(6,000,000) U.S. Dollars on Exploration, or in the
cvent at the end of the third (3rd) Year of the initial
exploration period Contractor has expended less than
sald sum in the Arca, an amount equal o the differe-
nce between the said six million ((6,000,0000 U.S.

Dollars and the amount actually spent on Exploration

activities shall be paid by Contractor to EGPC at the
time of surrendering or within three (3) months from
the cnd of the third (3rd) Year of the initial exploration
period, as the casc may he. Any expenditure defi-
aency by Contractor at the end of any extension of
the initial exploration period for the reasons above
noted shall similarly result in a payment by Contractor
to EGPC of such deficiency. Provided this Agreement
1s still in force as to Contractor, Contractor shall be

enuitied (o recover any such payments as Exploration
expenditure in the manmer provided for under Article

VII in the event of commercial production.

Subject to the option to extend the cight (8) Year
period for up to six (6) months pursuant to paragraph
(b) of Article III in case no Commercial Discovery is
established by the end of the eighth (8th) Year, or mn
case Contractor surrenders its exploration oblygations
under this Agreement prior to such time, EGPC shall
not bear any of the aforesaid expenses spent by Con-

tractor.

(¢) At least two (2) months prior to the beginning of each

Year or at such other times as may mutually be agreed
to by EGPC and Contractor, Contractor shall prepare

an Exploration Work Program and Budget for ’fhﬁ
Area setting forth the Exploration operations whioh

Contractor proposes to carry ont during the ensuing
Year. During the initial exploration period and tor
any of the two extensions, such work Program and
Budget shall in the aggregate for each such pffn_ﬂd be
ot least sufficient to satisfy Contractor’s minimum
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(¢)

expenditure obligation for such petiod, taking into |
account any credits fox excess expenditures by Contrac-
tor in the initial exploration period or any extension
thereof.

The Exploration Work Program and Budget shall be
reviewed by a joint committee to be cstablished by
EGPC and Contractor after the Effective Date of this
Agreement. This committee, hereinafter referred to
as the “Exploration Advisory Committee”, shall consist
of four (4¢) members, or such other number as may be
mutually agreed upon by EGPC and Contractor, with
an equal number of members to be appointed by EGPC
and by Contractor. The Chairman of the Exploration

advisory Committee shall be designated by EGFC

from among the members appointed by it. The Ex-
ploration Advisory Committee shall review and give
such advice as 1t decins appropriate with respect to the
proposed Work Program and Budget. Following re-
view by the Exploration Advisory Committee, Contra-
ctor shall make such revisions as Contractor deems
appropriate and submit the Exploration Work Program
and Budget to EGPQ for its approval. Following such

approval, it 1s further agreed that :

() Gontractor shall not substangjally revise or modily
said Work Program and Budget nor reduce the
approved budgeted expenditure without the ap-
proval of EGPC ; and

- {#) In the event of emengencies involving danger of

loss of life or property, Contractor may expend
such additional unbudgeted amounts as may be
required to alleviate such danger. Such expen-
diture shall be considered in all rcspects as exp-
loration expenditures and shall be recovered
pursuant to the provisions of Article VII hereof.

Contractor, shall advance all necessary funds for all
materials, equipment, supplies, personnel administra-
tion and operations pursuant to the Exploration Work
Program and Budget, and EGPC shall not be respon-

‘sible to bear or repay any of the aforesaid costs.

Contractor shall be responsible for the preparation and
performance of the Exploration Work Program which
shall be implemented in a workmanlike manner and in

consistence with good industry practices.
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Except as is appropriatc for specialized studies such |

as the processing of data and laboratory studics to be
made in specialized centers outside AR.E., all geolo-

- oole! f_,l, be Jie Lod clis ( Jaa ) G il ol

gical and geophysical studies as well as any other studies
related to the performance of this Agreement shall be
made in the A.R.E,, Provided, it is understood that it
may be appropriate from time to time to perform
studies outside the A.R.E.

Comtractor shall entrust the management of explo-

ration operations in the AR.E. to its technically com-
petent General Manager and Deputy General Mana-
ger. The names of such General Manager and De-
puty General Manager shall, upon appomtment, be
forthwith notified to the Government and to EGPC.
The General Manager and, in his absence, the Deputy
General Manager shall be entrusted by Contractor with
sufficient powers to carry out imnediately all lawful
written directions given to them by the Government
or its representative under the terms of this Agreement.
All lawful regulations issued or hereafter to be issued
which are applicable hereunder and not in conflict
with this Agreement ghall apply to Contractor.

Contractor shall supply EGPC, within forty-five (45!
days from the end of each calendar quarter, with a
Statement of Exploration Activity showing costs mnour-
red by Contractor during such quarter. Contractor's
records and necessary supporting documents shall be
available for inspection by EGPC at any time during
regular working hours for three (3) months from the
date of receiving each Staternent,

Within the three (3) months from the date of recei-
ving such Statement, EGPC shall advise Contractor in

writing if it considers :
(2)
(:2)

that the record of costs 1s not cotrect ;

that the costs of goods or services supplicd are not
in line with the international market prices for
goods or services of similar quality supplied on

imilar t revailing at the time such goods or
S1 ar terms p mg E 'Jle ..._“-Lhduc.l,; LJ\L,J;;UL_&HJTC!I

purchases made and services performed within

services were supplied, provided however, that

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

(iii) that the condition of the materials furnished by
Contractor does not tally with their prices; or

(iv) that the costs inourred are not reasonably required
for operations.

(Y)
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Contractor shall confer with EGPC in CGI]DCCUD[IW St ol (_a ] - soban oY Jaldd ey

with the problems thus presented, and said partics | ‘ "
- shall attempt to reach a settlement which is mutually Jyo P Vsl ‘-"‘ il e A A O U‘J

satisfactory., I within the time limit of the three (3) Ll a0l c_\ My o gl ds 0 @ g
months period provided for in this paragraph, EGPCG 11 | e il
has not advised Contractor of its objection to any Sta- sde 3 ek U’p 58 (ﬂ S g S s

tement, such Statement shall be considered as app- Y L;HL:,_J'I loa Ols ¢ gk_ﬁ ;_:; ulc lgr} ..r""Ll i
roved. '

| ¢ J e

(g) Contractor shall supply ali funds necessary for its ope- ( ;e ["C‘ L} 43‘LluJ ] C‘ 1 JSFC’ . J sl f-’ﬁ" (_))
rations 1 A.R.E. under this Agreement in frecly con- '
vertible currency from abroad.  Contractor shall have AT CJIRH o Oemy 4] b (oiie
the right to buy Egyptian currency whenever required LS LIS ¢ 4 el aleadl o 3 Jylied Gowy o
and the conversion shall be made at the local banks in ‘ S ddall A eI gl e ,_,l:fn.J'l TN: ’u_}_g_,.a Sl

. the AR.E. according to the official A R.E. rate ”f| sl u‘*"‘"}“ Y | wlﬁ,, Ulp_a ; ,C o ,E)

exchiange. | ‘ ( 'E ¢ *C) 3
ARTICLE V (iladl 551 )
MANDATORY AND VOLUNTARY LNl e o L
RELINQUISHMENTS Gommd2 o=
MANDATORY : SPRERNRTE
At the cnd of the third (3rd)} Year after the Effective | | i3V sdm Jb E’JL’ A U..,) WL L Bl A

Date hereof, Contracter shall relinquish to the Government
, : o e JJJJWL&M%L‘A MMJ;M'I Fl:n..;
a total of twenty-five {23) percent of the onginal Area not ( ) | ’ v -

then converted to a development leasc or leases. . f"’ or g 4 It A egpll lany Gl bl ;_‘r" wat o
¢ Roed D gac }T.LE:'L’H 'CEJ[Z'.” S>3 W goni
' At the end of the sixth (ﬁth.) YE-HI after ﬂle-l*?ffe::ltiw: Date | }ulq' s ¢ ob ) '@h__,b' o (..\) Losbdt &l &lg e
l'l_ﬂlﬂﬂf, Contractor shall Tc!mqulsh an additional twenty wll & (Tﬂ) O3ltes deaai baptd A5l dmla g i yCal
five (25) percent of the original Area not then converted to o ] | "t " e
a .development lease or leases. LI VJ PG Coslns it | Oﬂ.
| ¢1:.~5'J‘,Epﬂ-ﬁ&‘_’“'c”w|cﬂjﬁd
Subject to Articles II1 and XXI, at the end of the explo- e . ) eatlat( - . |
ration period, Centractor shall relinquish the remainder | t’b‘ 2 ¢ r ity skl a0, ) Sl DY (5 g
of the original Area not then converted to 2 development ' (gJll LA aalpll e LY e Seoedl 38 dlg e o Jolalh

Voluntary S, LYl ;rla.JI
Contractor may, voluntarily, during any period relinquish I i e L
/2t Ja . N | i & Lﬂ J
all or any part of the Area provided that at the time of such "’o h‘r‘-" ‘5 L g:,-’ (AP _;;‘ﬁ-' T}L-“J B ]
voluntary relinquishment its financial obligations for ex- C"-’ G Bst 8 by OF bt gt e o 5T ¢ LS, didl
ploration expenditures under paragraph (b) of Article IV o S OF ol ‘-—JL—-‘-"-J JU Gl b g Lyl  Anedl o
have been satisfied for such period. | o1 A1 Bsll e (L) 3 2400 rLC--T o gas & Zdll
Any relinquishments hereunder shall be credited toward oyo 25l yad) e oy lge sl o abla 415
the mandatory provisions of the above paragraph. v
: i%u'#ia.a“di.lsf’.a..u JL@-YI l.‘:u..“uL-.‘:b
Following Commercial Discovery, EGPC and Contraotor | 1
shall mutually agree upon any area to be relinquished there- | bl (o st JJL—“IU Sl 5T oyl SLESYI L
after, except for the relinquishment provided for above | 4,___; Slbarl eliiul @l y e b Lgc (ge] Y"J oy

1 exploration period.
at thﬂ Eﬂd Df the tota pOI‘ﬂ 1 'lll ﬂ)bi ‘4:19 u.;_,.a.l‘ b-ﬁ.b” IJ-J L’”-.-‘J-i #L'
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ARTICLE Vi

OPERATION AFTER CQOMMERCIAL DISCOVERY

(a) On Commercial Discovery, EGPC and Contractor
shall form in the A.R.E. an operating company which
shall be called East Shukheir Petroleum Conmpany,

herein referred to as “Eashpetco”, or as “Operating
Company”. The laws and rcgulations in force m the
A.R.E., to the extent that such laws and regulations
are not inconsistent with the provisions of this Agre-
cment or the charter of Eashpetco, shall apply to the
operations of Eashpetco. however. Eashpetco shall, for
the purpose of this Agreement, be exempted from the
following laws and regulations as now or hereafter
amended or substituted : |

Law No. 26 of 1954 concerning certain provisiorns
on joint stock companies, partenership and limited
liability companies, as amended.

Law No. 141 of 1963 on Representation of Emplo-
yees and workers on the Boards of Companies.

Law No. 60 of 1971 on Public Institutions and public
_Ser:.tcrr Units.

Law No. 97 of 1976 prganizing dealings in foreign
CUITEIICNES.

Law No. 48 of 1978 on the staff regulations of Pub-
lic Companies : and

Presidential Decree No. 1868 of 1974 restricting some
Contracts of Works of the Government to Public Ins-
titutions and Corporations and Public Sector Units.

(6) The Charter of Eashpetco is hereto attached as Annex
“D”, Within thirty {30) days after the date of Com-
mercial Discovery, the Charter shall take effect and
Operating Company shall automatically come into
existence, without any further procedures.

I
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(c)

Ninety (90) days after the date Operating Gompany

comes into existence in acoordance with paragraph (b) |

above, it shall prepare a development Work Program
and Budget for the remainder of the Year in which the
Comumercial Discovery is made; and not later than the
first (1st) of September of said Year (or such other date
as may be agreed upon) and the first (1st) of September
of cach Year thereafter, Operating Company shall
prepare an annual production Schedule, Work Prog-
ram and Budget for the succeeding Year. The Pro-

duction Schedule, Work Program and Budget shall be
submitted to the Board of Directors of Eashpetco for

approval.

" (&) Not later than the twentieth (20th) day of each, manth,

Operating Company shall furnish to Contractor a
written estimate of its total cash requirements for ex-
penditure for the first half and the second half of the
suoceeding month. expressed in U.S. Dollars, having
regard to the approved Budget. Such estimate shall

hand at month end

Payment for the appropriate period of such month
shall be made to the correspondent bank designated
in paragraph (e) below, which bank and an acccunt
number shall be set forth in the notice from Operating
Company, on the first day and fifteenth day respec-
tively, or the next following business day, if such day

is not a busmess day.

() Operating Company is authorized to keep at its own

dispusal abroad in an account opened with a corres-
pondent bank of the National Bank of Egypt, Cairo,
the foreign funds advanced by Contractor. wWithdra-
wals from said acoount shall be used for payment for
goods and services acquired abread and for transfernng
to a local bank in the ARE. the required amounts
to meet expenditures in Egyptian Pounds for Opera-
ting Company in connection with its actrvitics under
this Agreement.

Within sixty (60) days after the end of each Finan-
cial Year, Operating Company shall submit to the
appropriate exchange control authorities :n the A.R.E.
a statement, duly certified by a recogmized firm of
auditors, showing the funds credited to that account,

the disbursements made out of that account and the !

balanoe outstanding at the end of the Year.
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| ARTICLE VII
REGOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING
(@) (1) Cost Recovery Crude Otil

Subject to the auditing prﬂvisiﬁnﬂ under this Agree-
ment, Contractor shall recover all costs and expen-
ses 1n respect of all the Explﬂratibn, Development
and related operations under this Agreement to the
extent and out of thirty (30) percent per annum of
all Crude Oil produced and saved from-all develo-
pment leases hereunder and not used in petroleum
operations. Such Crude Oil is hereinafter referred

to as “Cost Recovery Crude Oil”.

Such costs and expenses shall be recovered from
Cost Recovery Crude Oil in the following manrer :

(1) All Operating Expenses incurred after Initial
Commercial Production, which for the purposes

of this Agreement shall mean the date on which
the first regular shipment is made, shall be reco-
verable starting in the Tax Year in which such
costs and expenses are incurred and paid or the
tax Year in which Imitial Commercial Produc-

tion commences, whichever 1s the later date.

(it} Exploration Expenditures including those aocum.-
vlated prior to the commencement of Initial

Commmmercial Production shall be recoverable at

the rate of twenty-five (23) peroent per annum
starting in the Tax Year in which expenditures
are incurred and paid or the Tax Year in which

Initial Commencial Production commences, whi-
chever is the later date.

(it}) Development Expenditures including those ac-
oumulated prior to the commencement of Initial
Commercial Production. shall be recoverable at
the rate of twentv-five {25} percent per annum

starting in the Tax Year in which such expen-

ditures are inourred and paid or the Tax Year
in which Tnitial Commercial Production com-

mences, whichever is the later date.

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

or expenditures recoverable pursuant to parag-

raphs (i), (ii} and (i) above exceed Cost Reco-

i
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very Crude Oil for such Tax Year, the excess
shall be carried forward for recovery in the next
succecding Tax Year or Years until fully rceo-
vered, but in no case after the termination of the

Agreement.

(v) For the purpose of determining the classification |

of all costs, expenses and expenditures for their
recovery, the following terms shall apply :

1. “Exploration Expenditures” shall mean all cos-
ts and expenses for Exploration,

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

of Operating Expenses.

3. “Operating Expenses” shall mean all costs, ex-
nenses and expenditures made after Initial Com-
mercial Production, which costs, expenses and
expenditures are not normally depreciable.

(v7) Tt is understood and agreed upon that the reco-
very of costs and expenses as based upon the rates

referred above shall be allocated to each quarter
proportionately (one fourth to each quarter).

However, any allocable costs and expenses not
recovered in one quarter, as thus allocated, shall
be carried forward for recovery in the succeeding

quarters.

. {2 Contractor shall each Year take and separately

dispose of all Cost Recovery Crude Oil produced,
(except as provided In sub-paragravh (a) (3) below
of this Article VIT) plus its share of the balance of
the Cirude Oil as stipulated in paragraph b) below
of this Article VII. To the extent that the value of
the Cost Recovery Crude Oil (as determined in para-
araph (¢) below) exceeds the actual recoverable costs
and expenditures, including any carry forward from
paragraph (a) (1) (iv) above, to be recovered in that
Year, the value of such excess Cost Recovery Cirude
Oil actually taken and separately disposed of by
Contractor shall be paid by Contractor to EGPC in

set forth in Article TV of the Aoccunting

the manner
«1» and Contractor

Procedure contained in Annex "X
<hall be deemed to have purchased such excess Cost

Recovery Crude O1l.
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(B)

cutive producing days.
prﬂductiﬁn rate changes, the appropriate sharing percernt-
age for EGPC and Contractor shall be retroactive to the

first day of the thrity (30) day neriod with respect to the

(3) Ninety (90) days prior to the commencement of |

each Year, EGPC shall be entitled to elect by
notice in writng to Contractor to take delivery in
kind, F.O.B. export terminal or other agreed deli-
very point, of up to. one hundred (100) percent of
any excess Cost Recovery Crude Qil for that Year,
and thereby reduce the amount to be purchased by
Contractor in the same percentage amount.

Production Sharing :

The remaining seventy (70) percent of the Crude Ol
shall be taken and disposed of separately by EGPC

and Contractor in the following proportions as to the
following brackets of monthly average daily produc-

tion :

EGPC  Contractor
(1) Up to and including
100,000 Barrels .. ..
(2} in excess of 100,000 Bar-
rels up to and including
200,000 Barre's

(3) In excess of 200,000 Bar-
rels 85% 15%

The monthly average daily production shall mean

80% 20%

83% 17%

production sustained over a period of thirty (30} conse-

When _tHe monthly average daily

Oil to be shared under this paragraph.

(c) (1) Tt is the intent of the Parties that the valve of the

Cost Recovery Crude Oil shall reflect the nrevailing
market price for Crude Oil. For the purposes of
determining the prevailing market value of the
quantity of Cost Recovery Crude Oil to which
Clontractor is entitled herevnder during each calen-
dar semester. the weighted average price realized
for comparable quantities on comvarable credit
terms in freely convertible currency from F.OB.
point of exnort sales to non-Affiliated Companies
during such semester at arm<length by either EGPC
or Contractor under all crude oil sales contracts
currently in effect, but exduding crude oil sales con-
tracts involving barter, whichever is higher, shall be

——
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used. It is understood that in the case of C.1.F. sales,
appropriatc deductions shall be made for transport
and insurance charges to caloulate the F.O.B. pomt
of export price; and always taking mto account
the appropriate adjustment for quality of crude
oil, freight advantage or disadvantage of port of
loading and other appropriate adjustments. . Never-
theless. if Contractor considers the value of the Gost
Recovery Crude Oil so determmed not 0 reflect
the market conditions prevailing during the calen-
dar semester, Contractor and EGPC shall meet

and mutually agree upon the price.

(2) If during any calendar semester there are no such

sales by EGPC or Contractor under crude oil sales
contracts currently in effect, EGPC and Contractor
shall meet ande mutually agree upon the price of
Crude Oil to be used in determining the value
mentioned in sub-paragraph (c) (1) above. Pending

- such mutual agreement the price used shall be the
Jast price determined pursuant to sub-paragraph (c)
(1), or under this sub-paragraph (c) (2), whichever
is later, and appropriate adjustment will be made
thereto affter determination of a mutually agreed
price by FEGPC and Contractor.

(d) Operating Company shall prepare {not lcss than ninety

(90) days prior to the Beginning of such calendar
cemester following regular production) and furnish in
writing to Contractor and EGPC a forecast, setting
out the total quantity of Petroleum that Operating
Company estimates can be produced, saved and tran-
sported hereunder during such calendar semester in

accordance with good ofl industry practices. Operating
ch calendar

rated by Operating Company
ment regulations in which said Crude Ol
metered or otherwise measured for royalty and the

other purposes required by this Agreement.
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(e)

" EGPC shall become the owner of all assets acquirc:d.

Contractor shall have the right and the obligation to |
separately take and export currently all of the Crude .
Oil to which it is entitled as is determined in accor-
dance with sub-paragraphs (a) and (b} of this Article
VIL Subject to payment of sums due EGPG under
Article VII {a) (2) and IX, Contractor 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 V1l
TITLE TO ASSETS

and owned by Contractor in connection with the ope-
rations carried out by Contractor or Operating Com- |
pany in accordance with the following : |

(1) Land shall become the property of EGFPC as
soon as it is purchased. |

(2) Title to fixed and moveable assets shall be trans-
feared automatically and gradually from Cont-
ractor to EGPC as the costs are recovered m
accordance with the provisions of Article VI1I ;
however, the full title to fixed and moveable assets
shall be transferred automatically from Contrac-
tor to EGPC at the end of the Year when 1ts
total cost has been recovered by Contractor 11
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accordance with the provisions of Article VII, or
at the time of termination of the Agreement,
whichever first occwrs.
The book value of the assets created during cach
calendar quarter shall be communicated by Contrac-
tor to EGPC or by Operating Company to EGPG
and Contractor within thirty (30) days of the end of
each Cuarter. |

(6) During the term of this Agreement and the remewal

()

period, Contractor and Operating Company are en-
titled to the full use in the Area, and any other area
approved by EGPC, of all fixed and moveable assets
and shall have full use of any land acquired ‘hereun-
der. Contractor and EGPC shall not dispose of the
same except with agreement of the other.

Contractor may freely import into AR.E., use therein
and freely export at the end of such use, machmery
and equipment which it either rents or leases in accor-

dance with good industry practice
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(a)

(b)

(d)

(¢)

(f)

ARTICLE IX
SIGNATURE AND PRODUCTION BONUSES

Contractor shall pay to EGPC as a Signaturc Bonus
the sum of five hundred thousand (500,000) U. 5.

Dollars on the Effective Date plus an additional five
hundred thousand {500,000) U. S. Dollars one Year

from the Effective Date,

Contractor shall pay :

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

producing days.

Contractor shall pay also :

The sum of four mill‘on (4,000,000) U.S. Dollars as

a Production Bonus when the total average daily pro-
duction first reaches the ratc of one hundred thousand

(100,000) Barrels per day for a period of thirty (30)

consecutive producing days.

Contractor shall pay also :

The sum of six million (6,000,000} U. S. Deollars as
a Production Bonus when the total average daily pro-
duction first reaches the rate of one hundred and fifty

thousand (150,000} Barrels per day for a period of
thirty (30) consecutive producing days.

Both aforesaid Signature and Production Bonuses
shall neither be recovered nor amortized by Contractor.

In the event that EGPC elects to develop any part
of the Arca pursuant to the sole risk prowsions of

paragraph (c) of Article TIL, production from such

wle rigk area shall be considered for the purposes of |

this Article I’X only if Contractor exercises its option

|

|
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to share in such production, and only from the initial

date of sharing.
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ARTICLE X
OFFICE AND SERVICE OF NOTICE

Contractor shall maintain an office in AR.E. at which
notices shall be validly served. |

The General Manager and Deputy General Manager
shall be entrusted by Contractor with sutficient power to
carry out immediately all local written directions gwven to
him by the Government or its representatives under the
terms of this Agreement. All lawful regulations issued

or hereafter to be issued which are applicable hereunder |

and not in conflict with this Agreement shall apply to the

duties and activities of the General Manager and Deputy | ala as 45

General Manager.

~ All matters and notices shall be deemed to be validly
servéd which are left at the office of Contractor in A.R.E.

or which are sent to him by registered mail or telex to
Clontractor’s office in the A RE.

All matters and notices shall be deemed to be validly

served which are left at the office of the Chairman of |

FGPC or which are sent to him by registered mail or telex
at BGPC’s main office in Cairo.

The telex number of Contractor 1s 918584 OOTLON,
and the telex numher of EGPC 15 92N49 PETMISR UN.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION
OF LOSS

{2) Opverating Companv shall take all nroper measures
according to generally accented methods in nse in the
oil industrv to prevent loss or waste of Petroleum
+hove or under the eround in anv form during drilling,
producine. sathering and distributine or storage ope-
cations. The Covernment bhas the right to prevent
anv operation on anv well that it might rFastmably
expect wonld result n Toss or damage to the well or

the o1l feld.

non completion of the drilling of 2 productive well,

Onerating Company shall inform the Government or
when the well will be

{2

tts renresentative of the time
tested and the production rate accertamned.

Petroleurn shall not be produced from multiple Ofl
careying reservoirs through one string of tubine af the
<ame time. except with the prior approval of the

Government or Tts representative.
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; (d) Operating Company shall record data regarding the | LGN SELI Jeead 01 Sideal a5 L) ke (;)
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special forms provided for that purpose within thirty ‘ -
(30) days after it is obtained. Daily or weekly statistics | DUt o o Jgandl g )b g log (e ) 9K
regarding the production from the Area shall be avai CL_:J":-'Q dolfl As Y ol Al Wl OlilasY) LY
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CUSTOMS EXEMPTIONS Sl Slelicy

(1) EGPC, Contractor, Operating Company and their vl slik s Sldaddl LI T 8y Jslidy Ll mans (1)
. - b e ~ T

on operations under this Agreement shall he permitted 5 yins ¢ 7 yliu X - Yl Ulii:‘il “ '
. . [ St D
to import and shall be exempted from customs duties, 0T Pt e IR Erey

with respect to the importation of machinery, equip- Sldudly ¢ &YW }l-’.!":"“l'l dolall ¢ g.:"‘“ r.s--)' r :.
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(b) Each expatriate employee of Contractor and Opera-{ ¢ gy 2¢ 01y olal) Ay p ] b g ,_lﬂ o (u)

ting Company and their contractor and sub-contrac- 4 |

tors shall be permitted to import and shall be exempt o p'-‘c:’I Shall LU Lol Logd slie s ldoati
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The exemption provided in paragraph (a) of this
Article X1I shall not apply to any imported items
when EGPC considers and shows that items of the

same or substantially the same kind and quality are
manufactured locally and are available for purchase

and timely delivery in the A R.E. at a price not higher
than ten (10) percent more than the cost of the 1m-

ported item beforc customs dutics, but after transpor-
tation and insurance costs have been added.

Any of the items imported into ihe A. R. E. cither
exempt or non-exempt from customs duties taxcs or
imposts under this Article may be exported by the
importing party at any tume without the payment of

any cxport duty or impost.

Used but serviceable material, equipment and goods
rcsulﬁng 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.

Material, equipment and goods so damaged or used as
10 be non-serviceable and which are classified by Gon-
tractor or Operating Company as scrap or junk {any
such Contractor’s appraisal being subject to EGPG
approval and any such Operating Company's apprai-
sal being subject to EGPC and Contractor approval)
may be sold as scrap or junk without payment of

customns duties, taxes or Hmposts

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 entitlcd to reimbursement of
++c unrecovered costs, if any, in such material or
equipment and the excess, if any, shall be paid to

EGPC.
“Customs duties”, as used herein, shall include all
duties, taxes or imposts (except those charges paid to
the Government for actual services rendered), which
are payable ag a result of the importation of the item
or items under consideration.
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There shall be no licence required, and Contractor,
EGPC and their respective buyers shall be exempted
from any duty, tax, fee or any other financial inpost
1n respect of the export of Petroleum hereunder,

At a rcasonable time prior to the commencanent of
Commercial Production, EGPC: and Contractor shall
meet and agree upon a procedure for scheduling tan-
ker liftings from the agreed upon pomnt of export.

ARTICLE X111

BOOKS OF ACCOUNT : ACCOUNTING AND
| PAYMENTS

EGPC, Contractor and Operaung Company shall
cach maintain at their business offices in the A.R.E.
books of account, in accordance with the Accounting
Procedure in Annex “E” and accepted accounting
practices generally wed mn the petroleum mdustry,
and such other books and records as may be necessary

to show the work performed under this Agreement,
ncluding the amount and value of all Petroleum pro-
duced and saved hereunder. Contractor and Opera-
ting Company shall keep their books of account and
accounting records in United States Dollars. QOpera-
ting Gompany shall furmsh to the Government or its
representative monthly returns showing the amount
of Petroleum produced and saved hereunder. Such
returns shall be prepared in the form required by the
Government, or its representative, and shall be signed
by the General Manager or by the Assistant Manager
or & duly designated deputy, and dehvered to the
Government or its representative within thirty (30)
days after the ¢nd of the month covered in the retumn.
The aforesaid Lwoks of account and other books and
records referred to above shall be available at all

reasonable times for inspection by duly authorized
representatives of the Government.

Contractor shall submit to EGPC a Profit and Loss
Statement for the Jalendar Year not later than
March 15 of the following Year to show its net profit
or loss from the Petroleum operations under this

Agreement for such Year.

Contractor shall at the same time submit a Year-

end Balance Sheet covering its operations under this |

Agreement for the same Calendar Year to EGPC,
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" analyzed outside the A R.bE may be exported if 2 moni-

. belong to EGPC.

" at all reasonable times with the nght to observe the

ARTICLE X1V
RECORDS, REPORTS AND INSPECTION

Contractor and/or Operat.ng Company shall preparc
and, at all times while this Agrcement is mn force,

maintain accurate and current records of -its opera-
tions hereunder in the area. Contractor and/or Ope-
rattng Company shall furnish the Government or its
representative, in conforinity with applicabic regula-
tions or as the Government or its representative may
reasonably require in writing, information and data

concerning its operations under this Agreement.

Contractor and/or Operating Company shail save
and keep for a rcasonable period of tume a represen-

_tative portion of cach sample of cores and cuttings

taken from drilling wells, to be disposed of or forwar-
ded to the Government ox its representative o the
manner directed in writing by the Govemnment, All
samples acquired by Contractor and for Operating
Company for its own purpcses sha'l be considercd
available for inspection at any reasonable time by the
Government or its representatives.  Any sich sanmples
which Contractor or Operating Company has kupt for
a period of twelve {12} months without receipt of
instructions to forward them to the Government or
its representatives or clsewhere may be disposed of

by Contractor or Opcrating Company at its discretion.

Unless otherwise agreed to by EGPC, in the case of
exporting any rock samples outside A.R.E., sampies
approximately equivalent in size and quality shall,
before such exportation, be delivered to EGPC as the
representative of the Government.

Originals of records can only be exported with the
permission of EGPC, provided, however, that magnetic
tapes and any other data which must be processed ox

tor or 2 mmparablé record, if available, 1 maintained
:n the A.R.E. and provided that such exports shall he

.répatriated to A.R.E. on thc understanding that they

During the period Contractor in conducting the éx-
ploration operations, Contractor shall permit EGPC
through EGPC'’s duly authorized representatives or

employees to have full and complete access to the Area
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operations being conducted and to inspcct all assets,
records and data kept by Contractor.
resentative, in exercising its rights under the preceding
sentence of this paragraph (e), shall not interfere with
Contractor’s operations. Contractor shall provide
EGPC with copies of any and all data (including, but
not limited to, geological and geophysical reports, logs
and well surveys), information and interpretation of
such data, and cther information in Contractor's pos-
session. All such data and information shall be kept
strictly confidential by EGPC and the Government and
 shall not be divulged by EGPC, except to Affiliated
- Companies, or by the Government while this Agre-
ement remains in force, without the .prior written con-
sent of Contractor. However, for the purpose of obta-
ining new offers, the Government may show any other
party geophysical and geological data (the age.of which
is not less than one Year) with respect to the Arca
adjacent to the area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

Contractor shall entirely and solely be responsible in law
towards third parties for any damage caused by Contractor :
Exploration operations and shall indermify the Government
and/or EGPC against all damages for which they may be
held liable on account of any such operations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authorized representatives of the Government shall
have access to the Area and to operations conducted thereon.
such representatives may examine the books, registers and
records of EGPC, Contractor and Operating Company and
make a reasonable number of surveys, drawings and tests

for the purpose of coforcing this Agreement. They shall,
for this purpose, be entitled to make rcasonable use or the

machinery and instruments of Contractor or Operating
Company on the condition that, no danger or impediment to
the operations hereunder shall arise directly or indirectly
from such use. The Government shall indemnify and reim-
burse Contractor or Operating Comparny, as the case may
be for any loss or damage which may in fact result from

EGPC’s rep- |
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any such use of said machinery and instruments.  Such rep-
resentatives shall be given reasonable assistance by the agen-
ts and employees of Contractor or Operating Company so
that none of their activities shall endanger or hinder the
safety or efficiency of the operations. Contractor or Ope-
rating Company shall offer such representatives all privi-
leges and facilities acoorded to its own employees in the field
and shall provide them, free of charge, the use of reasonable

office space and of adequately furnished housing while |

they are in the field for the purpose of facilitating the cb-
jectives of this Artidle. Any and all information obtained
by the Government or its representatives under this Article

X V1 shall be kept confidential with respect to the Area and
shall not be disclosed during the term of this Agreement
without prior written consent of EGPC and Contractor.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(@) Itisthe desireof EGPG and Contractor that operations
hereunder be conducted 11 a business-like and cfficient

IManmncr.

(1) The expatriate administrative, professional and
technical personne! employed by Contractor or

Operating Company and the personnel of its con- |

tractors for the conduct of the operations here-
under, shall be granted a residence as provided
for in Law No. 89 of 1960 as amended and Minis-
terial Order No. 9 of 1963 as amended, and Con-
tractor agrees that all imrmigration, passport, visa
and employment regulations of the A.R.E., shall
be applicable to all alien employees of Contrac-
tor working in the A.R.E.

(2) A minimum of twenty-five (25) percent of the
combined salaries and wages of each of the expat-

riate administrative, professional and technical
personnel employed by Contractor or Operating
Company shall be paid monthly in Egyptian Cur-
rency. On final repatriation such personnel shall
have the right to remit abroad in U.S. Dollars or
other currencies the unused Portion of Egyptian
Currency n excess of twenty-five (23) percent of

such personnel’s salary,

(b) Contractor and Operating Company shall cach sclect
its employees and determine the number thereof, to be
used for operations hereunder,
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Contractor shall, after consultation with EGPC, pre-
pare and carry out specialized training programs for
all its A.R.E. employces engaged in operations here-
under with respect to applicablc aspects of the petro-
leum industry. Contractor and Operating Company
will undertake to replace gradually their non-executive
expatriate staffs by qualified nationals as they are

available.

During the period when Contractor is conducting Ex-
ploration, Contraator shall give mutually agreed num-

bers of EGPC employees an opportunity to attend and
participate in Contractor’s and Contractor’s aifiliate

training_ programs relating to exploration and develo-

...~ pment operations.

(a)

(6)

ARTICLE XVII1l
LAWS AND REGULATIONAS

LContractor and Operating Company shall be subject
to Law No. 66 of 1953 (excluding Article 37 thereot)
as amended by Law No. 86 of 1956 and the regula-
tions issued for the implementation thereof, including
the regulations for the safe and efficient performance
of operations carried out for the execution of this
Agreement and for thc conservation of the Petroleum
resources of the AR.E. provided that no regulations,
modification or interpretation thereof shall be cont-
rary to or inconsistent with the provisions of this
Agreement.

EGPC and Cnntrag_.fénr shall be exempted from all

“taxes, except as P’fbvid&d in paragraph (f} of Article

ITI for incomé taxes, with respect to the extracting,
producing, exporting or transporting of Petroleum

hereunder, Contractor shall also be exempted from

any %ax on capital.

"The rights and obligations of EGPC and Contractor
under, and for the effective term of this Agreement

shall be governed by and in accordance with the pro-
visions of this Agreement and can only be altered or

amended by the mutual written agreement of the said
contracting parties.

The contractors and sub-contractors of Contractor
and Operating Company shall be subject to the pro-
visions of this Agreement which affect them, and they
shall be bound by all regulations which are duly
issued by the Government from time to time.
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ARTICLE XIX

RIGHT OF REQUISITION

In case of national emergency due to war or immi
nent expectation of war or internal causcs, the Gover-
nment may requisition all or part of the preduction
obtained hereunder from the Area and require Opera-
ting Company to increase such production to the ut-
most possible maximum. The Government may also
requisition the oil field itsclf and, if necessary, related
facilities.

In any such case, such requisition shall not be effected
except after inviting EGPC and Contractor or their
representatives, by registered letter, with acknowled-
gement of receipt, to express their views with respect
to such requisition,

The requisiion of production shall be effected by

Ministerial Order.  Any requisition of the oil field
itself, or any related facilities, shall be effected by a

Presidential Decree duly notified to EGPC and Con-
tractor. .

In the event of any requisition as provided above, the
Government shall indemnify in full EGPC and Con-
tractor for the period during which the requisition 1s
maintained, including :

(1) All damages which result from such requisition ;

(2) Full payment each month for ali Petroleum ex-
tracted by the Government less the royalty share
of such Petroleum.

However, any damage resulting from enemy
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attack is not within the meaning of this parag-
raph (d). Payment hereunder shall be made to
Contractor in U- S. Dollars remittable abroad.
The price paid to Contractor for Petroleum
taken shall be calculated in accordance with.
paragraph {c) of Article VIL
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ARTICLE XX ( ol 5ol
(a) Either EGPG or Contractor shall be entitled to assign | 43 gi e Jill @ ol Jalali 4) 4 gl Oy d.i:l

(b)

(2)

RO

its rights, privileges, duties and obligations under this
Agreement, provided that :

(1) The assignor shall rcmain jointly and severally
liable with the assignee for the performance of
the obligations and duties of the assignor hereun-
der, except when the assignor assigns to the assig-
nee all of its right, title and interest under this
Agreement, in which case the assignor shall not
remain liable.

(2) The Government approval to assignment, which
shall not be unreasonably withheld, shall be first

cbtained.

The instrument of assignment must include pro-
visions stating precisely that the assignee is bound
by all terms and provisions contained in this
Agreement and any modification or additions in
writing that up to such time may have been
made. A draft of such instrument of assignment
shall be submitted to the Government for review
and approval or disapproval before being form-
ally executed. |

The obligations of the assignor arising from this
Agreement up to the date permission to assign
is requested must have been duly fulfilled.

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

taxes, charges or fees.

4)

Notwithstanding the foregoing provisions of this
Article XX, cither EGPC or Contractor shall be free
to assign dts rights, privileges, duties and obligations
under this Agreement to an Affiliated Company, pro-
vided always that the assignor and assignee shall be
jomtly and severally liable for the performance of the
obligations and duties of the assignor.

ARTICLE XXI

BREACH OF AGREEMENT AND POWER TO

CANCEL

The Government shall have the right to cancel this
Agreement by Order or Presidential Decree, with res-
pect to Contractor, in the following instances :

(1) If it knowingly has submitted any false state-
ments to the Government which were of a mater-

ial consideration for the execution of this Agrce-
ment

l
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If 1t assigns any interest hereunder contrary to

(2)

the provasions of Article XX

If it is adjudicated bankrupt by a court of com-
petent jurisdiction.,

It 1t does not comply with any final decision
- reached as the result of court procedings conduc-
ted under paragraph {(a) of Article XXJII ;

If it intentionally extracts any mineral other than
Petroleum not authorized by this Agreement or
without the authority of the Government, except
such extractions as may be unavoidable as the
result of operations conducted hereunder in acce-
ordance with accepted petroleum industry prac-
tices and which shall be notified to the Govern-
ment or its represcntative as soon as possible.
and

If 1t 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 are
not expressly contradicted by the provisions of
this Agreement.

Such cancellation shall take place without prejudice
to any rights which may have accrued to the Govem-
ment 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.

1f the Govemment deems that one of the aforesaid
causes {other than a force majeure cause referred to
in Article XXII hereof) exists to cancel this Agree-

ment, the Government shall give Contractor ninety

(90) days written notice personally served on Cont-
ractor’s General Manager in the legally official ma-
nner and receipt of which is acknowledged by him or
by his legal agents, to remedy and remove such cause;
but if for any reason such service is impossible due to
unnotified change of address, publication in the Offi-
¢ial Journal of the Government of such notice shall
be considered-as validly*served-upon Contractor. 1f
at the end of the said ninety (90) days notice period
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such cause has not been remedied or removed, this !

Agreement may be cancelled forthwith by Order or
Presidential Decree as aforesaid ; 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 Agreemnent shall be effec-
tive only against that party and not as against the
other party hereto.

" ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by

EGPC and Contractor, or either of them, of any obli-
gation under this Agreement shall be excused 1f, 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
oiven in this Agreement for the performance of such
obligation and for the performance of any obligation
dependent thereon and consequently, to the term of
this Agreement, but only with respect to the block or

blocks affected. '

“Force Majeure”, within the meaning of this Article
XXIT, shall be any order, regulation or direction of
the Covernment of the A.R.E., the United States of
America or the Cayman Islands with respect to Con-
tractor whether promulgated in the form of a law or
otherwise, or any act of God, insurrection, riot, war,
strike, and other labor disturbances, fires, floods or
any cause not due to the fault or negligence of EGPC
or Contractor or either of them, whether or not simi-
lar to the foregoing ; provided, that any such cause
is beyond the reasonable control of EGPC and Cont-

ractor, or either of them.

Without prejudice to the above and except as may be
otherwise provided herein, the Government shall incur
no responsibility whatsoever to EGPC and Contractor,
or either of them, for any damages, restriotions or loss
arising in consequence of such case of force majeure
caused bv the order, regulations or direction of the
Government of the Arab Republic of Egypt.
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If the force majeure event occurs during the initial
exploration period or any extension thereof and con-
tinues in effect for a period of two (2) Years, Contrac-
tor shall have the option, upon ninety {90) days prior
written notice to EGPC, to terminate its obligations
hereunder without further liability of any kind and, it
still in force, the Guaranty contained in Annex “C”
hereto, shall be automatically cancelled and EGPG
shall promptly so motify the Bank to release the

Guaranty.

ARTIGLE XXII1

DISPUTES AND ARBITRATION

Any dispute arising between the Government and the
parties hereto with respect to the interpretation, ap-
plication or exccution of this  Agreement, shall be

referred to the jurisdiction of the appropriate AR E
Courts,

Any dispute arising between Contractor and EGPC n
connection with the present Agreement shall be finally
settled by arbitration. The arbitration shall be held in
Geneva, Switzerland and conducted in the English lan-
guage in acoordance with the Rules of Conciliation and
Arbitration of the Intcmational Chamber of Com-
merce. In the event of no provisions befng made n
these Rules in certain oases. the arbitrators shall estab-
lish their own procedures.

The arbitration shall be initiated by either party giving
notice to the other party that it elects to refer the dis-
pute to arbitration and that 'such party (hereinafter
referred to as the “First Partv””) has appointed an ‘Ar-
bitrator who shall be identified in said notice. The
other party (hereinafter referred to as the “Second
Party™), within fifteen (15) days after receipt of said
notice shall notify First Party in writing. identifying
the Arbitrator that it has selected.

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 International Cham-
ber 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 apmointed by the Court of Arbitration of the
International Chamber of Commerce at the request

of either party.
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The third Arbitrator must be a citizen of a country
other than the A.R.E. or U.§,A. and a country which
has diplomatic relations with both the AR.E. and

U.5.A. and shall have no economic i1nterest in the il

business of the signatories hereto.

The parties shall extend to the Arbitration Board all
facilities (iIncluding access to the Petroleum operations)
for obtaining any information required for 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-

(k)

(1)

i)

vities which have given rise to the arbitraticn 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 ap-
propriately be made in favor of the complainant.

Judgment in the award rendered may be entered m any
Court having jurisdiotion and application may be made

in such Court for a judicial acceptance of the award

" or an order of enforcement as the case may be.

The parties desire that, wherever appropnate, deo-
isions and awards shall specify a time for compliance

therewith.

The provisions of this Agreement relating to arbitration
shall continue in force notwithstanding the termination

of this Agreement.

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 Agreement

shall, for purposes of such arbitration, be given effect
and shall be interpreted and applied in conformity with
principles of law common to the AR.E. and US.A.
and in the absence of such common principles, then
in conformity with the principles of law normally reco-
gnised by civilized nations in general, including those
which have been applied by International Tribunals.
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ARTICLE XXIV
STATUS OF PARTIES

VA 4 ple Ve 3 (al) )4 Sl dans JE 3

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

Agreement shall not be construed as constituting an

assoaation or corporation or partnership.

Each of the companies comprising Contractor shall be
subject to the laws of the place wherc it is incorporated
regarding its legal status or creation, organization,
charter and bylaws, sharcholding and ownership. Each
such company’s shares of capital which are entirely |
held abroad shall sot, be negotiable in the A.R.E. _
and shall not be offered for public subscription nor
shall they be subject to the stamp tax on capital shares
nor any tax or duty in the A.R.E. Each such company
shall be exempted from the application of Law No. 26
of 1954 as amended: and from Law No. 9 of 1964

All parties compﬁsing Contractor shall be jointly and
severally liable for the performance of the obligations
under this Concession Agreement.

ARTICLE XXV
LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

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

()

(6)

-and performance are comnarable with international

Give priority to local contractors as lone as their prices

prices and performance, Contractor and Operating |
Company shall, however. subject to the preceding
sentence, be exempted from the provisions of Presiden- |
tial Decree No. 1868 of 1974, as amended.

Give preference to locally manufactured materials.
equivment, machin erv and consumables so Tong a< their
quality and time of delivery are comparable to inter-

nationally available materials, equipment. machinery |
and consumables. However, such materials, equin-

ment, machinery and consumbles may be imported for
operations conducted hereunder if the local price of !
such items at Contractor’s or Owverating Companv’s
operating base in A.R.E. is more than ten 10} vercent
higher than the price of such imported items before
customs duties, but after transportation and insurance
costs have been added.
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ARTICLE XXVI]
ARABIC TEXT

The Arabic version of this Agrecement shall, before the
Courts of A.R.E. be referred to in construing or inter
preting this Agrecment; provided, however, that in any
arbitration pursuant to Article XX111 hereabove between
EGPC and Contractor the English and Arabic versions shall
both be referred to as having equal force in construing ¢r
interpreting the Agreement.

ARTICLE XXVII
GAS

(a) Subject to the provisions of paragraph (d) of this Ar-
ticle XXVII, in the event of the discovery of Gas n
the Area, Contractor shall have the right to declare,
on the basis of technical and economic data that such
discovery is a Commeroial Discovery for all purposes
of this Agreement.

In the event of the discovery of Gas in the Area 1n
quantities which warrant commercial development of
such discovery for the purpose of cxporeng such Gas as
liquified natural gas (LNG), then the production sha-
ring principles of this Agreement shall apply to the
development and exploitation of such discovery cx-
cept that :
1. Contractor s
upon the principles
such Gas discovery,

hall recover Recoverable Costs (based
of Articte VII) attributable to
its development and exploita-
tion (including liquefaction for exvort) n each
Calendar Year out of the fair market value of a
masimurn of fifty {50) percent of the oroduction of
liquified natural gas durnng such Calendrd Year :

and

OF the balance
gas remaining EGPC
(70) percent and Con
thirty (30) percent.

If Gas is rroduced ov 1s capable of heing produced from

the ‘Area but not in ¢nantities which warrant commer-

cial development as liquified natural gas pwnrler parae-
ranh (a) above. FCPC and Contrantor shall «tudv all
possible economic lternatives for its use and decide
on the best alternative for FGPQ and Contractor 10IN-

ty. The costs and exDenses in the field of producing
non-associated Gas shallizb recovered In acoordance
il the Cost Recovery principlés'of Article VII.
Production sharing prificp’es 5f Article' VI shall apply
1o the value of associated and non-associated Gas if

sold for export and not
re-injected.

of the nroduction of licuified naturn}
shall be entitled to take seventv
tractor shall be entitled to take

()
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(d) Notwithstanding any thing to the contrary under this
Article XXVTI, any Gas not exported outside AR.E.
in a liquid or solid state; or not used in operations
(including re-injection), shall remain m the property
of the State and may be utilized by EGPC and EGPC
shall not be liable for payment to Contractor of any
costs or expenses respecting any past operations of
Contractor related to such Gas. Under no circums-
tances will Centractor be responsible for or bear any
costs or expenses incurred for utilization of Gas used
intemally in the A.RE.

ARTICLE XXVIII

GENERAL

The headings or titles to each. of the Articles to this Ag-
reement are solely for the convenienoe of the parties heréto
and shall not be used with respect to the interpretation or

construction of said Articles.

ARTICLE XXIX

APPROVAL OF THE ARE. GOVERNMENT

This Agreement shall not be binding upon any ©f the
parties hereto unless and until a law 1s issued by the com-
petent authorities of the A.R.E. authorizmg the Minister
of Petroleum to sign this Agreement and giving this Agree-
ment full force and effect of law notwithstanding any cour
tervailing governmental enactment, and this Agreement 1s
signed by the Govemment, EGPC and Gentractor.

ARAB REPUBLIC OF EGYPT
BY :

EGYPTIAN GENFRAL PETROLEUM CORPO-

RATION
BY : . _ - .

LL & E EGYPT, INC.
BY : N

QUINTANA SUEZ, LTD.
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ANNEXES

Annex “A”

BOUNDARY: DESCRIPTION OF THE
TERRITORY COVERED AND AFFEC-
TED BY THIS AGREEMENT

Annex “B*
MAP OF AREA DESCRIBED IN ANNEX
“A” SCALE I : 100,000

Annex “C”
LETTER OF GUARANTY:
A nn ex 'l"fD'.‘H
CHARTER. OF EAST SHUKHEIR PETRO-
LEUM COMPANY

A?I?’Ié‘.’-t' ﬂfE?.l

ACCOUNTING PROCEDURE |

ANNEX “A”

BOUNDARY DESCRIPTION OF THE TERRITORY
COVERED AND AFFECTED BY THIS AGREEMENT
RETWEEN A . R. E. EGPC AND LT. & % AND
QUINTANA IN EAST SHUKHEIR OFFSHORE AREA

- Annex “B” is 2 map on the scale of 1 : 100,000 including
the area covered and affected by this Agreement.

It is to be noted that the delineation lines of the indivi-
dual Exploration Blocks in Annex “B” are mtended to be
only illustrative and provisional and do not show accurately
their true position in rclation to existing monuments, and
geographical features.

The Area is bounded bv straight lines which commence
at point “1” offshore Gulf of Suez of the ARE. at :-

Lat. 28° 13’ 1092”  North and
Long. 33° 23" 26.92”  East
Thence South to point 2 at

Lat. 28° 10" 28.63" North and
Long. 33° 23" 3332”  FEast
Thence Fast to point “3 * at

Lat. 28° 10" 2539”  NWorth and
Long. 33° 26" 3646”  Fast
Thenoe South to point “47” at

Lat, 28° 07" 43.14”  North and
Long. 33: 26" 32.757 East
Thence Fast to point “5% 4

Lat. 28° 07" 39.86”  North and
Long, 33 29" 3581”7
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Thence South to point “6 ™ at :

Lat. 98° 04" 57.54”  North and
Long. 33° 29" 32.06"  East
Thence West to point “7 7 at :

Lat. 28° 04" 59" North and
Long.  33° 28' 33" East

Thenoe South to point “8” at :

Lat. 28 027 34" North and

Long. 33 28" 347 East

Thence North Westerly to point “9 ™ at :

Lat. 28° 04" 227 North and

Long  33° 26° 28" Fast

Thence South to point “10” which is the intersection of

Longitude 33° 26" 23" East with the high tide shoreline of
the west bank of the Gulf of Suez.

Thence North Westerly along high tide shoreline of the
west bank of the Gulf of Suez to point “ 11 ”* which is the
intersection of Longitude 33° 25" 37 East with the high
tide shoreline of the west bank of the Gulf of Suez.

Thence North Westerly to pomnt “ 127 at ¢

Lat. 28° 07" 49.73" North and
Long. 33° 20" 15297 East
Thenoe East to point “ 13 ™ at :

Lat. 98° 07" 46.52”  North and
Long.  33° 23 2094  East

Thence North to point “ 14" at :

Lat. 28° 1% 11.21” North and

Long 33° 23" 20.83”  East

 Thence due East to point “1” which is the point of
beginning. L
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ANNEX “C”

LETTER OF GUARANTY
CAIRO,

LETTER OF GUARANTY NO

EGYPTIAN GENERAL PETROLEUM
CORPORATION

Gentlemen :

()

di_}alﬂi

Ja -l ) & alh i g

The Undersigned, First National City Bank, Cairo, as ' Vo & & plall o U s BB e 18 Sl slis) C’ 54

Guarantor, hereby guarantees to the Egyptian General
Petroleum Corporation (hereinafter referred to as EGPC)

to the limit of six milhion (6,000,000} in U.S. Currency the

performance by LL & E Egypt, Inc. and Quintana Suez
Ltd. (hercinafter collectively referred to as Contractor) o

its obligations required for exploration operations to speud

a minimum of six million {6,000,000) U.S. Dallars during
the initial three (3) Years of the exploration period under

Article IV of that certain Concession Agreement (herein-

after referred to as the “Agreement”) covering that Arxea

described in Annexes “A” and “B” of said Agreement, by

and between the Arab Republic of Egypt (hereinafter
referred to as “A.RE.”), EGPC and Contractor, dated

It is understood that this Guaranty and the lability of
the Guarantor hereunder shall be reduced quarterly, during

the period of expenditure of said six million (6,000,000)

U.S. Dollars by the amount of money expended by Cont-
ractor for such exploration operations during each such
Each such reduction shall be established by the

quarter.
joint written statement of EGPG and Contractor.

In the event of a claim by EGPC of non-periormance
or surrender of the Agreement on the part of Gontractor
prior to the fulfilment of said minimum expenditure obh-

gation under Article IV of this Agreement there shall be
no liability on the undersigned Guarantor for payment 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 condition of this Letter of Guaranty that :

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

in writing by Contractor and EGPC that the Agree-
ment between Contractor, A.R.E. and EGPC has

become effcctive according to its terms, and said Gua-
ranty shall become effective on the Effective Date of

said Agreement.

This Letter of Guaranty shall in any event automati-
cally expire :

() Three (3) Years and six (6) months after the date
it becomes effective ; or

() At such time as the total of the amounts shown
on quarterly joint statements of EGPCG and
Contractor ¢quals or exceeds the amount of said
minimum expenditure obligations ;

whichever is eardier.

(3)
made to the Guarantor prior to said expiration dates
at the latest accompanied by EGPC’s written state-
ment, settmg forth the amount of under expenditure

_ by Contractor to the effect that -

(a) Contractor has failed to perform its expenditure

obligations referred to in this Guaranty ; and

(b) . Contractor has failed to pay the expenditure defi-
ciency to EGPC, -

- We declare that on issuing this Guaranty we did not
exceed the limit of total guarantees which we are entitled
to issue as per Ministry of Economy’s letter No. -
dated

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

Yours faithfully,
For the First National City Bank, Cairo

Accountant Manager
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ANNEX “D”

CHARTER OF EAST SHUKHEIR PETROLEUM
COMPANY

ARTICLE }

A joint stock company having the nationality of the
Arab Republic of Egypt shall be formed with the authori-
zation of the Government in accordance with the provis-
ions of the Agreement referred to below and of this

Charter.

The company shall be subject to all laws and regulations
in force in the A.R.E., to thc extent that such laws and
regulations are not inconsistent with the provisions of this
Charter and the Agreement referred to below.

ARTICLE II

The name of the Company is “East Shukheir Petroleum
Company”, abbreviated as “Eashpetco”.

ARTICLE III

The Head Office of Eashpetco shall be in the A.R.E.
o Cair

ARTICLE IV

The object of Eashpetco is to act as the agency through

which EGPC and LL & E Egypt, Inc. and Quintana Suez,
Ltd,. (hereinafter collectively referred to as “Contractor”)
carry out and conduct the Development operations req-
uired in accordance with the provisions of thc Agreement
signed on the 7 th day of June, 1979 by and between the
Arab Republic of Egypt, the Egyptian General Petroleum
Corporation and Contractor covering petroleum operations

m Easht Shukheir Offshore Area described therem.

" Fashpetco shall also be the agency to carry gut and con-
duct exploration operations after the date of Commercial
Discovery pursuant to Contractor’s Work Program and
Budget approved in accordance with the Agreement.

Fashpetco shall keep account of all costs, expenses and
expenditures for such operations under the terms of the
Agreement and Annex “E” thereto.

Eashpetco shall ot engage in any business or undertake
any activity beyond' the perfm-mance of said operations.
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ARTICLE V

The authorized capital of Eashpetco is twenty thousand
pounds Egyptian (E. 20,000} divided into five thousand
(5,000) shares of commuon stock with a value of four pounds
Egyptian (E. £4) per share having equal voting rnights,
fully paid and non-assessable.

EGPC and Contractor shall each pay for, hold and own,
throughout the life of Eashpetco referred to above, one-
half (14) of the capital stock of Eashpetco provided that
only in the event that either party should transfer or assign
the whole or any percentage of its ownership interest in
the entirety of the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock
of Eashpetco aﬁd, in that event, such transferring or assig-
ning party (and its successors and assignees must transfer
and assign a stock interest in Eashpetco equal to the trans-
ferred or assigned whole or percentage of its ownership
interest in the entirety of the said Agreement.

ARTICLE VI

Eashpetco shall not own any right, title, interest or estate
in or under the Agreement or in any development lease
created thereunder or in any of the Petroleum produced
from any exploration block or development lease area the-
reander or in any of the assets, equipment or other pro-
perty obtained or used in connection therewith, and shall
not be obligated as a principal for the financing or perfor-
manoe of any of the duties or obligations of either EGPG
or Contractor under the Agreement. Eashpetco shall not
make any profit from any source whatever.

ARTICLE VII

Eashpetco shall be no more than an agent for EGPC and
Contractor. Whenever it is indicated herein that Eash-
petoo shall decide, take action or make a proposal and the
tike, it is understood that such decision or judgment is the
result of the deaision or judgment of Contractor or EGPG

and Contractor, as may be required by the Agreement.
ARTICLE VIII

Eashpetco shall have a Board of Directors consi?ting of
eight (8) members, four (4) of whom shall be designated
by EGPC and the other four (4) by Contractor. The Cha-
irman shall be desicnated by EGPC and shall also be a
Managing Director. Contractor shall designate the Gene-
ral Manager who shall alio be a Managing Director.
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ARTICLE IX

Meetings of the Board of Directors shail be valid if a
majority of the Directors are present and any decision taken
at such meetings must have the affirmative vote of six (6)
or more of the Directors; provided, however, that any Di-
rector may be represented and vote by proxy held by ano-
ther Director,

ARTICLE X |

General meetings of the shareholders shall be valid if

a majority of the capital stock of Eashpetco is represented
thereatt  Any decisions taken at such meetings must have
the affirmative vote of shareholders owning or represen-

ting a majority of the capital stock.

ARTICLE X1 |
The Board of Directors shall approve the regulations |

,\mvahxh\.a(@w)\qmi_,:.:...;t:m_,ﬁn

- covering the terms and conditions of employment of the
personmel of Eashpetco employed directly by Eashpetco and
not assigned thereto by Contractor and EGPC. | |

The Board shall, in due course, draw up the By-Laws
of Eashpetco and such By-La.s shall be effective upon
being approved by a General M eeting of the Shareholders,
in accordance with the provisions of Article X hereof.

ARTICLE XII

‘Eashpetco shall come into existence within thirty {30)
days after the date of Commercial Discovery ms provided

for in the Agreement. k

The duration of Eashpetco shall be for a period equal
to the duration of the said Agreement, including any rene- .

It shall be wound up and liquidated if the Agreement
referred to above is terminated for any reason as provided
for therein.

EGYPTIAN GENERAL PETROLEUM

CORPORATION
BY - _ _
LL & E EGYPT, ING.
BY : N
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ANNEX iiEl‘J
ACCOUNTING PROCEDURE
ARTICLE I
GENERAL PROVISIONS
Definitions ;

The definitions contained in Article 1 of the Con-
cession Agreement shall apply to this Accounting
Procedurc and have the same meaning. Certain ac-
counting terms herein used are defined as iollows :

(1) “Agreement” means the Concession Agrecment

of which this Annex is a part.

(2) “Non-Operator” means the parties to the Agre-
ement other than Contractor when 1t 1s perfor-
ming woik.

Statements of Actwity :

4. Contractor or Operating Company, as the case
may be, shall, pursuant to Article I'V of the Agre-
ement, render to Non-Operator within forty-five
(45) days of the end of each quarter a Statement
of Exploration Activity reflecting all charges and

credits related to the Exploration operations for |

that quarter summarized by appropriate classi-
fications indicative of the nature thereof,

B. Operating Company shall render to EGPG and |:

Contractor within thirty (30} days of the end of

each month a Statement of Development Activity |-

reflecting all charges and credits related to the
Development operations for that month summa-
rized by approprate classifications indicative of
the nature thereof except that iterns of control-
lable material and unusual charges and credits

shall be detailed.
Adjustments and Audits :

A. Each Statement of Exploration Activity shall con- |

clusively be presumed to be true and correct atter
three (3) months following the receipt of each
statement by EGPC unles within the said three

(3} months EGPC takes written exception thercto |

pursuant to Article IV (f) of the Agreement.
During said three (3) months period, supporting
documents will be available for inspection by
EGPC during all working hours. Contractor will

have the same audit rights on Operating Company
statements as EGPC under this subparagraph.
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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 Year unless within
the said twenty-four (24) months period EGPG
or Contractor takes written exception thereto.
Pending expiration of said twenty-four (24) mon-
ths, EGPC or Contractor or both of them shall
have the right to audit Operating Company ac-
counts, records and supporting documents for such
year in the same manner as provided in Article
IV {f) of the Agreement.

Currency Exchange :

Clontractor's books for Exploration and Operating
Company’s books for Development and Exploration,
if any, shall be kept in the ARE. in U.S. Dollars.
All U.8. Dolar expenditures shall be charged in the

agount 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 expen-
ditures shall be translated to 1.S. Dollars at the actual
buying rate of exchange for such currency as quoted
by National Westminster Bank Limited, London, at
10 : 30 a.m. G.M.T. on the first day of the month in
"which such expenditures are recorded. A record shall
be kept of the exchange rates used in translating Egyp-
tian Pounds or other non-U.S. Dollar expenditures to

- Dullars.

Precedence of Documents :

In the event of any inconsistency or conflict between
the provisions of this Accounting procedure and the
provisions of the Agreement treating the same subject
differently, then the provisions of the Agreement shall

prevail.
6. Revidon of Accounting Procedure :

By mutual agreement between EGPC and Contrac-
tor, this Accounting Procedure may be revised from
time to timne in the light of future arrangements.

7. Ne Charge for Interest on Investment :

Interest on Investment shall not, at any time, be
charged as recoverable cost under the Agreement.
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ARTICLE 1¥ (L5 asllh )
COSTS, EXPENSES AND EXPENDITURES ' SAiiy Sy ally I

Subject to the provisions of the Agreement, Contractor

A C’-b; b~ 4 JJ\.:.U Jomma & M‘.mYl rUCa-'i d r.la- W, Ln.Jo
shall alone bear and, directly or through Eashpetoo, pay the s UG oy 2 Al .l
following costs and expenses, which costs and expenses, lis ralls I € Sl G o ol 38kt

shall be classified and treated in accordance with Artidle | sall! {-li:»-'}i sy Jobars o ga S8 g all s AT 5o ¢ 45

VII of the Agreement. v LBENT o Al

1. Surface Rights : | , :C'L'T"'” 3 pim e |
e e I e e, T o 5 5l o S e ) 850 I
maintained in force of the Area. O C‘L“j o e My e J ponll . ) C‘L“J‘ 3 3%

2. Labor and Related Costs : k g THRAL Al iu‘l-— \

A. Salaries and wages of Contractor’s or Operating | sl 45 2It o1 J4l_Zlf ﬁ--k;:_.—«- sais OL (T) .
Company’s employees, as the case may be, direc- | o i3l (53 ,20a & ghews 0 ¢ J a1 e S lbanll
Uy cngagedi_ in tl:m VBI‘IGTIE activities undm: the Lao8s Sl M a3 d Lo ¢ LYY o H}y sy
Agreement including salaries and wages paid to | 7 R I 1
geologists and other employees who are tempora- _"J"’ o ot oA “ta”l 7 "4:}:’! J= 4'_"9-”
rily assigned to and emploved in such activities. U.‘:"k.:-ll‘ Sbd Lds o Les Oghen 3y dbtifft sig L3 35
With respeot to expatriate employces, salaries and | QL1 o 30 W4 Olog U el Ity ¢ il
wages consist of actual base salaries and actual s a sedb e Sl Adadll oYl s Adedll AL LA
foreign service premiums paid to such employees. " v opd gl oY 5

B. For expatriate employces permanently assigned to |

Egypt : e G ey g gall) Y b ol ey ()

(1) all allowances applicable to salaries and (‘T) e ol L ﬂL..., NIRRT A ( \ )

wages, (2} cost of established plans and, (3) A
- all travel and relocation costs for such expatriate SISy A BB <l (?‘) 25,4 c‘u ) UG

employees and their families to and from the em- VPDL e o ] lr-.s Al b g LF oY 4 i
ployee’s country or point of origin at the time ot | ; | -\t i

employment, at the time of separation as a result il ey 2 ‘5‘“" ¥ ("'I"" s\
of transfer from one location to ancther and for | J& ‘-*L”L‘ } o St f-U“TJ A1 MO e Ja

vacation. {Transportation and relocation costs for | 4\, | :
employees and their families transferring from hd ""'I {: ] C) T Ay Sl Baled Ty

ARE. to another location other than their coun- | (#& Joo5 ¥ Ao réione 2\ e G5 T
try or point of origin shall not be charged to | 5 2.5 J0a cag o | FYREN I VAT
A R.E. operations). Annual oosts under this sub- A __:ﬂm 2l o I (Dl
paragraph 2. B shall be equal to eighty-five {85) | * (re) W 3 iy s Dol (<) ¥ e 3

percent of annual salaries, wages and premiums s Al LLL: Aol uY-LH s _,.:..S!I 2% > gl UL, _,“

chargeable under sub-paragraph 2. A, paragraph
9, and sub-paragraphs 11. A and 11. C of this (1) 0 e A o5 ity o Sadls (1) ¢ i

Article TI. | SRl s e o) 1,
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The percentage set forth above reflects Gontrac-
tor’s actual cost as of the Effective Date with re-

gard to the following benefits, allowances and
COsts

1. Housing and Utilities Allowance. 2. Com-
modities and Services Allowances. 3. Special
Rental Allowance. 4. Vacation Transportation
Allowance. 5. Vacation Travel Expense Allow-
ance. 6. Vacation Excess Baggage Allowarce.
7. Education Allowances (children of expatriate
employees). 8. Hypothetical U.S. Tax Offset
(which results in a reduoction of the chargeable
percentage). 9. Retirement Plan. 10. Group
Life Insurance. 11. Group Medical Insurance.
12. Sickness and Disability. 13. Vacation Plans
Paid. 14. Savings Plans. 15. Educational] Assis-
tance. 16. Military Service Allowance. 17. F.L.
CA  18. Workmen's Compensation. 19. Federal
and State Unemployment Insurance. 20. Per-
sonnel Transfer Expense. 21. Any other Costs,
Allowances and Benefits of a like nature as esta-
blished in Contractor’s International Policies.

The entage outlined above shall be TeVIC-
wed at intervals of three (3) Years from the Ef-
fective Date and at such tune Contractor and

EGPC will agree on the percentage to be used

under this paragraph. Revisions of this percen-

tage will take mto consideration variances in costs
arid changes in Contractor’s international policies
which change or exclude any of the above allo-
wances, benefits or costs or establish new allo-
wances and benefits. The revised percentage
will reflect as nearly as possible, Contractor 3
actual costs of all its established allowanoes and

benefits and of personnel transfers.

For expatriate employecs temporarily assigned to
Egypt all allowances, costs of established plans
nd all travel relocation costs for such expatriate
as paid in accordance with Contractor’s interna-

tional polidies.

Costs of expenditures oOr contributions made
pursuant to lJaw or assessments imposed by gover-
nmental authority which are applicable to labor

aost of salaries and wages as provided under sub
9 A and 2. B, paragraph 9 -and sub-
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3.

e

1
Benefiis, Allowanee and Related Costs of National
Employees :

Bonuses, overtime, customary allowances and benelits
on a basis similar to that prevailing for oil companies
operating in A.R.E., all as chargeable under sub-parag-
raph 2. A, paragraph 9 and sub-paragraphs 11. A and
11. C of this Article II. Severanoe pay will be char-
ged at a fixed rate applied to payrolls which will equal
an amount equivalent to the maximum liability for
severance payment as required under the A.R.E. Labor

L.aw.

Material :

Material, equipment and supplies purchased or fur-
nished by Contractor or Eashpetco.

A. Purchases

Material, equipment and supplics purchased
shall be at price paid by Contractor or Eashpetco

IR L plo Ve d (b)) YO sl s 1y
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After deduction of all discounts actually received. | (@' Ol sall G Jizul am ¢ o 51y ot Jolt asa
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B. Material required by Gontractor.

Material required for operations shall be pur-
chased directly whenever practicable, except that
Contractor rnay furnish such material from Con-
tractor’s Affiliated Companies stocks mside or
outside the A.R.E. under the following conditions:

(1) New Material {Condition “A™)

New material transferred from Contractor’s
Affiliated Companies’ warehouse or other
properties shall be priced at cost, provided that
the cost of material supplied is not higher than

" international prices for material of similar
quality supplied on similar terms prevailing
" at the time such material was supplied.
(2) Used Material (Condition “B” and “C”).
" () Material which is in sound and serviceable
condition and is suitable for re-use without
reconditioning shall be classified as Con-
dition “B” and priced at seventyfive (75)
percent of the price of new material.
Material which cannct be classified as Gon-
Jition “B” but which is serviceable for ori-
ginal function but mubstantially not suitable
tor reconditioning shall be classed as Con-
dition “C” and priced at fifty (50) percent
of the price of new matcrial.

(b)

A e

: J_,I.E'll lﬁ.)_,._ﬂ' L!"" .'Jnl_,.“ (4.71)
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.

(¢) Material which cannot be classified as
Condition “B” or Conditicn “C” shall be
priced at a value commensurate with 1ts
use.

(d) Tanks, buildings and other equipment
involving crection costs shall be «charged
at applicable percentage of knocked-down
hew prioe,

Warranty of Materials Furnished by Contractor.

. Contractor does not warrant the matcrial furni-

shed beyond or back of the dealer’s or manufac-
turer’s guaranty; and in case of defective material,

: credit shall not bé recorded until adjustment has

 been received by Contractor from manufacturers

or their agents.

D, Traﬂ.rbartdﬁéh and Employee Relocation Costs : P

A.

Transportation of equipment, materials and sup-
plies necessary for the conduct of Contractor’s or
Eashpetco’s activities. -

B. Business Travel and Transportation expénses to

. the extent covered by established policies of Con-

" . tractor or Eashpetco, with regard to Expatriates
- and Nationals, as incurred and paid by, or for,

.. employees In the conduct of Contractor’s ot Eash-

petco’s business.

Emplpyﬂg: tranlspﬂrtat'inn 'Blldil't‘:lﬂcatiﬂﬂ costs for
. National employees to the extent covered by estab-
lished policy of Eashpetco.
Services :
A Contract services, cost of consultants, other ser-

B. Cost of service performed by EGPC or by Contrac-

vices and utilities procured from third parties.

tor or their Affiliated Companies in facilities
side or outside the ARF. Regular, recurring,
routine services, such as interpreting magnetic

tapes and /or other analyses and studies, shalt bé.

performed and charged by EGPC and/or Con-
tractor or their Affiliated Companies at an agreed

price. Major projects involving engineering and

design services shall be performed by EGPC and/

or Contractor or their Affiliated Companies at ?
negotiated contract amount. Use of EGPC’s,
Contractor’s or their Affiliated Companies’ wholly

- owned equipment <hall be charged at a rental rate
commensurate with the cost of ownership and

operation, but not in €Xcess of competitive rates

currently prevailing in the ARE.
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7.

10.

Damagesand Losses :

All costs or expenses necessary to replaoe or repair
damages or losses incurred by fire, flood, storm, theft,
accident or any other cause not controllable by Con-
tractor or Operating Company through the exercise
of reasonable diligence.  Contractor or Operating
Company shall furmish Non-Operators written notice
of damages or losses incurred in excess of ten thousand
(10,000) U.S.
ticable after report of the same has been received by
Contractor or Operating Company.

Dollars per occurrence, as soon as prac-

Insurance and Clatms :

The cost of any public liability, property damage
and other insurance against liabilitiesof Contractor,
Operating Company and/or the parties or any of them
to their employees and/or outsiders as may be required
by the Laws, rules and regulations of the Guvernmeni:
or as the parties may agree upon. The proceeds of
any such insurance or claim collected shall be credited
against operations. If no insurance is carried for a
particular risk, all related actual expenditures incurred

and paid by Contractor or Operating Company in set
tlement of any and all losses, claims, damages, judg-

ments, and any other expenses, including legal services,

Indirect Expenses :

Camp overhead and facilities such as shore base,
warehouses, water systems, road systems, salaries and

expense of field supervisory personnel, field derks,
assistants, and other general employees indirectly ser-

ving the Area.

Legal Expenses .

All costs and expenses of litigation, or legal sc_nric:s
otherwise necessary or expedient for the protection of
the Area, including attorney’s fees and expenses as
hereinafter provided, together with all judgments
obtained against the parties or any of them on account
of the operations under the Agreement. and gctu:-eﬂ.
expenses incurred by any party or parties hereto in
securing evidence for. the purpose of defending agamnst

any action or claim prosecuted or urged against the |

operations or the subject matter of the Agreément.
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In the event actions or claims affecting the interests | a4 i e .
g 8 Gales Al oy T.al_, ‘ d.__SL;i‘;\H (i’ ,ﬂ,'y Jj u“ { ,_g-}_

hereunder shall be handled by the legal staff of one or "
more of the partics hereto, a charge commensurate bl Y oy LSV e 3 83,1 P - Lall yuas SUithe 5

with cost of providing and furnishing such services 5} Jaed ¢ 4l sl ST e ST 1 G J-U O e e

may be made to aperations. I o Soledaelt ook {_,.;,,,J ;{;ﬂ 4 L Hf_:: St J..
. - . b L " M
11. Administraiive Overhead and General Expense ; ! das goalt L5 ralts 8,500 ég & oV i
] - r - T\ -’ “J J_ & .-, — ‘ ‘

4. while Contractor is condncting Expioration acti- . -- .
. L_alg....’. { 4L_., ‘.,?,T 5 A o a o1 a ., v "

vities, cost of staffing and maintaining Contrac- |  ° ke J:’“‘ IS 1| 4JUCIt (1)

tor’s head office i the A . R. E. and/or other (s il ( "’{"T"C ) S Jolil st ) uﬂ" b s 4 52!

offices established in the AR.E. other than fiedd | & — 5 PLNTIES. N ¢ It eiSy ot 15y,

offices which will be charged as provided in'| Juood ) Jiadl 4 sladl) o uh " C)
AIﬁle: II_., pal‘agraph 9 El,rb{}"o)ﬂ’ and E}{Cepﬁng C‘Ffl
MU!MUIL’.‘ de ol

~ salaries of employees of Contractor who are tem. Ly
porarily assigned to and directly serving the Area, A (2 50 S Ly ¢ Wl & 3 A

which will be charged as provided in Article 11, J""; A Jord adn Ol o Sl g padda s dilecl L 5 £,
paragraph 2 above. . i_-,flm G-I o Y G ke . j. L

B. Cmtractnr’s' administrative overhead outside the ( E.
A. R E. applicable to the A.R. E. Exploration K gra ) ) Joli 'hL_-Jl 4 _‘_,I.;'}H b g _,.all (w)
which will be charged each month at the rate of { J¥ oo ] ( o ) g o W lln 1 :

~ five (5) percent of total Exploration expenditures | .. ... oy
while Contractor is conducting Exploration acti- arenll o ( / © ) S 8 aes Jhans g
vities. However, Contractor shall not apply any | Ji= s} ey o Cadl sy J,El 5l ol 5

administrative overhead outside A. R.E. while ( - -
Operaﬁng Company is conducting Exploration Leee C)CJ Srila g & 150 o3 rat T g '5'
activities. No other direct charges as such for | o_4ba s : 3Lz 1 L ' PR JENIRAN J_n

Contractor’s administrative overhead outside the 2l 3
ARE. will be applied against the Exploration Y Ol alt "d” el 1A ot AT
Dbhgatmn Examples of the type of costs Con- | 3¢9 + '—&-” L.l_,.ll ulr.( C rqrc) CJl,_ Jju

tractor is incurring and charging hereunder due 11

to activities under the Agreement and covered
by said percentages are : I Bl 4?_,1 s U] el fin o o ;

(1) Executive — Time of executive officers.

— Financial and exchange | |

— Procuring materials, equi- i |
" pment and supphes. Sy s, L S J, 1+ b oald (v)

(?) Treasury

(3) Purchasing

(4) Fxploration & Production

cnntmllmg the entire pro- q
ject. «Lﬂ. ,5:4-11- ekl

(5) Other dtpartments such as legal, COmptIo- ’ -
( ) ‘L...-i'_:‘.? "L._...:_Pln." n_,i.:"fb' G;—*gﬂ '--*'_;_h‘:"l (ﬂ)

llers and engineering which contribute time,
knowledge and expentnccmmcopmtlms lcl-jlu_, l,_,}! ?‘L_“’ (5"" . -\Ldlj .;,L . t
| » Sl 41,6,
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The foregoing does not preclude charging for
direct service under sub-paragraph 6 (B} of this

Article II.

While Operating Company is conducting activi-
ties, Operating Company’s personnel engaged in
general clerical and office work, supervisors and
officers whose time is generally spent in the main

office and not in the field, and all employees

genarally considered as general and administra-
tive and not charged to other types of expense,

will be charged to operations. Such expenses
shall be allocated each month between Explora-

tion and Development operations according to
" sound and practicable accounting methods.

12. Taxes:

All taxes, duties or levies paid in the A R.E. by Con-
tractor or Operating Company with respect to this

Agreement other than those covered by paragraph {f)

(1) of Article IIT of the Agreement.

13. Continuing Contractor Costs !

Cost of Contractor activities required under the Agree-
ment and incurred exclusively in A R.E. after Opera-
ting Company is formed., Sales expenses shall not be
recovered as a cost.
14. QOther Expenditures :
Any costs, m:pénscs or expenditures, other than those
which are covered and dealt with' by the foregoing
provisions of this Artcle II, incurred by Contractor

or Operating Company under approved Work Prog-
rams and Budgets,

ARTICLE ITI

INVENTORIES

1. Periodic Inventories, Notice and Representation :

At reasonable mtervals as agreed upon by EGPC and
Contractor, inventories shall be taken hv Operating
Company. of the operations material, which shall in-
clude all such material, physical assets and construc-
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tion projects. Written notice of intention to taknven- | 5 5 1 M . S Joilly gl L ¢ L,.L.:-JU
tory shall be given by Uperating Llompany to JAC] oW Js 22 " J 2 ol o JS’ o b =

and Contractor at least thirty (30) days betore any e Jgtall *-l-" o J5 ‘}-e—-i Jo L,J@ La » ;_EDL! oL g2
inventory is to begin so that EGKU and Contractor | AL, | F L..J 5f Jatall 4--4” Loy » 3,2 A #b f-L.-:Jl
may be represented when an wventory is taken.
Failure of EGPC and/or Contractor to be represented dodl e des Lo J gl izl (ke € 2l oy gudoel lgdiea
at an inventory shall bind them to accept the inven- “ol" o Ulod) oia iy Shadl W G &G 21 s

tory taken by Operating Company who shall, in that } .
ﬂVEﬂl'., furnish the party not represented with a copy o bl Mol o ﬂ;}-—-a Jlayl Sldeatl 4._..u‘l.aJ| 45',...”

Reconciliation and Adjustment of Inventories : o > ! ,_}'-NJ A gon (7)

‘Reconciliation of inve:ntﬂr}- shall be made by Contrac- | , | - by - .
f | e g Eagls Jalill 45 me 3 b duoladl Ol g ]
tor and EGPC, and a list of overages and shortages | .. .. . - 2 Sy el "‘"L’J“""‘_ b (5
' LR LT ) e ST =il i) i

shall be jointly determined by Operating Company | . .
and Contractor and EGPC, and the inventory adjus- LSS Y "’J’;‘EJ I gﬂ.!; Jeas' s gy Jolall Doladont

ted by Operating Company. | o Shlealb
ARTICLE 1V (il s lt) |
COST RECOVERY AJUTH o> ot
Stataments of Recovery of Costs and of Cost Recovery '_,a...aadl Ll el u.JLCJI (s = 1
Crude Oil : ( Sl 3ha Zul B8 (1)
: *&I.C-»H JLEJ-....JN

Contractor shall, pursuant to Article VII of the Agree- ! AR - 3
. B AR Y P . ™) 338 ¢ - -
ment, render to EGPC as promptly as practicable but | =~ "" = ] s> ¥ Yy Jylill e Gan

not later than thirty (30) days after receipt from Ope- | - |
rating Company of the Statements for Development ol &:L.Lu.lh LA & sl G S oAl on la g (o)

and Exploration Activity for the last month of a quar | ¢ L5 ¢ 4. L s g5 ot N etl _a-JI P 4......_II .LL__...

ter a statement for that quarter showing : f Fy - Ca___,” s
(i) Recoverable costs carried from the previousy - 5.LJ7 4. y il Lt sls = , _
. & g o U sl 2V s Y LK (1)
quarter, if any ; - Sl -
. | : o S e Sdey o
(i) Recoverable costs incurred during the| . L .
quarter ; o Ll m, 3L BP-7-] S| VIR il | I ()
(iii) Total recoverable costs for the quarter,| ey} 1| | . . . | B
G) + () ; (VH0) Bl ) o 3l W Gl 1 I ¢ pamma ()

(iv) Value of Cost Recovery Crude Qil taken and &My ¢ G s Y e asl fl;JI ca i (i)

separately disposed of by Contractor for the |. .. .,
quarter ; . Ll ok WO aly Jolill L fao

(v) Amount of costs recovered for the quarter ; : o A g ofF S Tl JNCIICN LS (o)

(v1) Amount of recoverable costs carried into the | & _.. | e L] s X
succeeding quarter, if any ; and . & UJ Jl e 4‘?“’] | IQULCJI m (‘)
. Edavy Ok ST

(vii) Excess, if any, of the value of Cost Recovery | - .3
Crude Oil taken and separately disposed of g Ao 2 Y gaasl) el oyl s '-"‘J (v)

by Contractor over costs recovered for the [ 2 O° 83 2 G wa JJL-U Lh 3 al Llo ‘_]._..y-
quarter. - |
: * u—ln- g ) ._ﬂ ¢
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Paymenis : __“:i"i’:l_‘ (T)J

If such statement shows an amount due EGPC, pay- | b ¢ gl i pt 2 PEEERWRA W] R Y

ment of that anount shall be made 1 U.S. Dollars | .. A1 - 2 ) e YIRE
by Contractor to EGPC with the rendition of such | o= ¥ Sl¥ak gl U o aady fldl baa

staterment. v 595k il A e LG ey

Audit Right : ' Dl AL G (1)

EGPC shall have a period oftwelve (12) month from | | s 4 a0 | o2 W) e SV E 1_u_
receipt of any statement under This Article IV in . e ( * )J-"“" 1823 Gl el Ji:.’.

which to audit and raise objection to any such state- S CJ"-J IR E PRV e _:L-"'-I_-‘ By e dsS (6Y
ment, E(?PG and Contraqtﬂr shall agree on any req- Jslill g Lagl 3i9¢ e Yy el s dnl o G
uired adjustment. Supporting documents and accounts s L. - s . o ’
will be available to EGPC during said twelve (12) [ ©ME—mdly Sbluadl 545 « 3 2} &b Sobaas 61 o

months period- o a5l Vg (VY) e V15 o 13T gl da e S 3
ARTICLE V L(d.-...ab.éb E.ﬂ_l.l)
CONTROL AND MAJOR AUCCOUNTS st JI Sbleadly GI1L bl
Exploration Obligation Control Accounts : S| Dilal gl 4l 0 Ol (\)

ntrol Account and an oli-sefimg contra account to Caa € a , " L -

. S (3 2 JU Gl Slis . -
control therein the total amount of Exploration expen- T 1 |"- ey : :’ CI s = il gl
ditures reported on Statements of Activity prepared 'h'-'*'“l”"u Ange T v 8,054 asll > g 3dadl DlaJ
per Article 1. 2. A hercof, less any reductions agreed Slal eVioay daldl s glgde az Bk ena C_I Laist Jisd
to by EGFC and Contractor following written excep- | 5 i J o 5:LU 3, ol le 2 grm 1 Lol

tions taken by a Non-Operator Pursuant to Article | 34 gl o Ji 4, i : |
_ s° £l )l _Lvh-h-.J Els i“,;;lll laa -
I. 3. A hereof, in order to determine when minimum &t ¢ J* ( = )4

Exploration Obligations have been met. s el Ol il o
Cost Recovery Gontrol Account : HESAL ! LT Y i S (Y)
- &, Yy /]

Contractor will establish a Cost Recovery Control | 1Ll ladly 289 sls ool 4G L L .
Account and an off-setting contra account to control o h‘i " _ o 41’ # blea Js ljl’ g Loy
therein the amount of cost remaining to be recovered, | ¢ =22 &1 ¢ 2 2l S QI pein] C'l:ll 3! L piald
if any, the amount of cost recovered, and the value of | sl sl el o0 S50 450 ¢ oo ool oAl ez licH] -
Excess Cost Recovery Crude Cl, if any. [ o o w7 :.' '}f# Al LI Gl
| ' o Aoea ol ¢ adC) .:I;;__,'ﬂ ua__a_,il

or the purpose of ymg costs, expenses CX- | 151 _ e o ‘
penditures for cost recovery as well as for the purpose ‘ ! "'JJ"‘"‘, Y Sl &by ali A gi g
of establishing when the Exploraticn: obligation has | «<JUC 0 ¢ 2adl L1l ol 01 36 an ok ] U LC
been met, costs, expenses and expenditures shall be ) ' Fb S At i <y

Major Accounts :

recorded m major accounts including the following . Fh L \and by Sblo Sliddl by ally
Explﬂratiﬁn Expeﬂd.lturﬁs | ' o Sodl Shs -
Development Expenditures other than Operating ' |

Expenses C e Gl G Lt olia
Operating Expenses ¢ Joadl d las _
s : : i
Revenue accounts shall be maintained by Contractor S A G LV sadedl (6 il - S
to the extent necessary for the control of recovery of |~ 7 - 7 TV 2l O S Sb s Jlall —
cuitsand treatment of Cest Recovery Cruds Qil. o GLEH o LY (yoamal ‘-E.Ji o 1 dadian 5 LIS
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