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CONCESSION AGREEMTN|
FOR PETROLEUM EXPLORATION AXND
EXPLOITATION '

. BETWEEN

—)

FHE, GOVERNMENT OF THE ARAR RFEPERLIC

OF EGYPT

AND
THE FGYPTIAN GENERAL PETROLITN
CORPORATION
AND
CONOCGO SUFZ. LIMITELD
SINAI-EL QA PLAIN

AREA

-

CONCESSION AGREEMENT

—_—

This agreement, macde and entered into on this Svventh
day of June, 1979, by and between the GOVERNMENT
OF THE ARAB RFEPUBLIC OF EGYPT (hereinatter
veferred to-as the GOVERNMENT the EGYPTIAN
GENERAL PETROLEUM CORPORATION, a legal
entitv created bv Law No. 167 ~f 1958, as amended, (here-
inafter referred o as “EGPC™) and CONOCO SUEZ
LIMTTED, a company organized and existing under the
laws of the State of Delaware, United States of America
(hercinafter referred to as “CONTRACTOR” or CON-
QCO).

b WITNESSETH

WHEREAS, all raw materials, including petroleum
existing in mines-#nd quarries in the Arab Republic of
Egvpt, inchiding the territorial and continental shelf
waters are the property of the State: and

WHEREAS, EGPC has applied for an exclusive conce.
ssion for the exploration, development and production of
petroleum in and thronghout the area known as E1 Qa Plan
in the Sinai Peninsula refared to in Article 11 and des-

cr’bed in Annex A and shown apprnximately in Annex B

whirh are attached hereto and made a part herenf @ and

WHERFAS, the Government desires herebv to erant
such concession: and
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WHEREAS, the Minister of Petroleum pursuant to the ME‘;-’ Epr) q.lf_.,_'i e gt ::J;:ih 239 s S
provisions of Law No. 86 of 1956, as amended, may enter e o . . -
mto a concession agreement with EGFPC on the one hand ol i"-fJi S e el OV poai oy e oo TL‘: SRR
and CONTRACTOR, on the other hand, for the explora- | ¢ el s Led ¢ 1 il oyt Jatal! o b o gl
don, development and procuction of petroleum m the Area T

i - . all a2l - .
hercinafter referred to- | o s Ll Gl 3 eelsly e g 20
NOW, THEREFORE. the Parties hereto ao mutually ! NPT e @mn o YN T RS VR R
agree as follows -
Definitions N o

(@) “Exploration” or “Exploration Activities™ shall include C,_li Jeed Jati @ L2t Al g o) g ot 0 (V)
such gcol.ogical, geophysical, aenial -and other surveys C"“ Jucl o iy 5 gails oy eodly o sl
and any interpretation of data relating thereto ag may - 11 -1 -

) . J‘..“ E‘I"? QG 33, ,ll, [P dalazi] u....rbl._...ﬂ o LF'IJ

be contained in approved Work Programs and Budgets T dl].:xf T
as well as the drilling of such shot holes, core holes, s "m’“ b1 e dot 2 Al Lt s
stratigraphic tests, holes or wells for the discovery [ ~2 Lo g gadl Sl add) S el ol s Sl
of Petroleum and the appraisal and/or delincation of | s 51 /s oy Jo 2N GSlasY LY 5T LRl
the same prior to declarati}c:n of Com.mermal]]mm- oot bt OMel L3 Je AV Gl o
very together with the purshase and/or acquisition of | sl ety YT e gl 51/ 5513 1S,

all such supplies, materials, equipment and services . a L. )
(including leasing whenever appropriate) as may be (Lobia clls O LIS iz ¥ 25 3 Ly ) Sl

required to conduct such aforesaid activities, all as Gy A 2>y . SU AL dsdit LAl b i
may be contained in such aforesaid Work Programs and | Los ) RECTIAT ER PR ] E,.IJ._ 3 3,0y oall

Budgets. The verh “explore” means the act of con- o Gt Jlsb Pl € Goes B Jadl iad s (5
ducting Exploration. ' T " : .

b}y “Developrient” or "Development Activities”  ghall, l G | LY BV R < LI ( u)

pummnt 0 appmd Work PI'D‘gIaﬂE and B“dgf't&, g L-“ e ‘La-n]l ?:Ji ‘J L dﬂ:’l L L
el ~al- Y - . 2 Y Jui
include bt not he limited to 3 - g !‘MJ_ - I.J Iy

(i1 all the operations and activities under this Agree- WY ada adio Gty Sl G5 (V)
ment with respect to the drilling of other than
Exploration wells and the deepening, plugging
back, completing and equipping of such wells, l_2ils s oSy b el ey JUC,
tug-cth:r with the c}e&ign, mflstmcﬁn?.a'nd instal- | ¢ corlly Sy b, Ladty Sladl ia S
lation of such equipment, lines, facilities, plants] _ ] ) il
and systems relating to such wells as may be neces- WY G5 A bW el Ll S,y
sary and consistent with sound oil field and good | oo P Jp B> 3 4 M Gl o LN - i,
economic prantice:s; i

Ary Sopeny Zocdl 6T GO LT i ez L

v dodoS asladyn Slo yiadl s

(i) all opcrations and aotivities relating to servicing ) )
and maintenance of lines, systexns, facilitics, plants { baladl Gl danse sty bl GIF ( Y )
and refated operations m order to produce and Watll DI_Lelis 55 oWy Sty S _a) P
opexate any wells in the Development Area. o Lot Glie @ LT &Y Lty Eb-;, L
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(i) the taking, saving, treating, handling, storing,
rcpressuring, recycling and other secondary or 5y - L. _—

Lo tn e - 'du L.:.__,...-I 4]1...’ iﬁ-‘

rertiary recovery projects; and c S gt S s o8 3 dhas 2

| | . o AN (5 S0

ol oty Cadlass Bl o E‘-’%:“‘ ("')

(in; the flaring, transporting through pipelincs and . " I : ,
5 pdeal 8 Aedud B | KH LM I
debivering and exporting of Petroleum through ol s ek 3 (B s g 1 ST G (t)

madne and/or storage facilities in the AR.E. cperep d oA Sl by s it oLl g p s

(¢} “Exploration Periods” or “Exploration Phases” shall
mean those time periods set forth in Article TII (b) Y IR s gl =
helow during which CONTRACTOR or QAPETCO, N2 28T () w A e o el e 1 L 20

as the case may be. shall conduct Exploration Activit- | & e s Ji_*.a-ﬂ?u NPT }Lh oF Jalalt o . )

e , u:-ﬂl-“ all

A5 lp dady € Codl Jol p» ol € Candt SIB D (o) T

(@) “Peuolcunt” shall mean liquid crude oil of vanious
densities, asphalt, gas, casinghead gas, and all other o ey e ' _
hvdrocarbon substances that may be found in and pro- NABE 5 Db gl e Skl Slalty Sladis o FIR I

dirced or otherwise obtained and saved from» the Con- | 5 I} iy gde lm B A AV G e 59l

tract Area under this Agreement and all substances| .. 3 -1 L — |
| A bl by laston Vi P \
that may be extracted therefrom. 'Jb B BRLY .JI"’ - _s-‘-‘*‘

o Lo abhais 8 U B, GlEY s

OGS Odal Lo Wl bt 2o ) slas @ Jda iy ()

(¢} “Crude Oil” or “Ligquéid Crude Oil” shall mean any
hydrocarbon produced from the Contract Area which ) _ i

s in a liquid state at the wellhead or lease separator oy e N Bl 3 5,Gs A2 i o
SNt Lozt e A QN R el xBY e S 5T A
revms shall include distillate and condensate. PR QORI (R R S F I RPN T
| o Ky all Bl bia s

i J_,.:;_:_,-L:.h LS“ alins LFL...“ C..l_," _’1 (E‘,:E.jl :-'"’_J“ » (..hjl

- or which is extracted from gas or casinghead gas. Such

{f) “Gas’ shall mean natural gas or other gaseous hyd-| _ = . . - ] X |
o st 45 | 3holt of acddt LI pa W (s

rocarbons produced from any well in the Comtract - ' i ’ﬁ:'s'jr,:‘;l "l il _ ( )

Area. ‘Said term shall include residue gas remaining Libbiay o @bt 3 A4 @) O e TS

after the extraction of liqquid hydrocarbons frogh such ol It odla_ il A bl Sl

Bas ; v L WL 4 g S 2t
|_
{

e Bl {2y ) ol 8 e 05 € e 2 ()

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

gallons, liquid measure, corrected to a temperature of
sixty degrees Fahrenheit (60°F).

s b (M) Bl o e
(k) ““Contract Area” or “arca” shall mean the area des-

L aakel) abae @ 4declt p of @ AEJ Al ¥
cribed in Annex “A” and shown in Annex “B”. A 4t - ¢ ’ (C)
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* "damce with sound and accepted industry practces, and

0

(k)

M

m) “Development Area” shall mean that portion of the

- of Petroleum on which 2 Commercial Discovery of |

“Commercial Crude Oil Well” shall mean the well an
any geological featurc which, after testing for a pericd
of mot more than thirty (30) consecutive days, in accor-

verified by EGPC, is found to be capﬂble of producing
at an average rate of not less than .

lg!

=55 Gt d M bl fS Gl gibs by ()
S e e I e e T T
Lo Jaondt Al Tl g o3 sy Ala Loy (pe) W
S LI | PP S . | I WP 7S LU | Y
D GY SVl Sl BV e 3,06

Top of producing interval (dcpth]l LIV S e e Y e st e

3000 BOPD  at less than 2,000 meters
4000 BOPD  from 2.000 to 3,000 meters

5000 BOPD  owver 3,000 meterxs.
“BOPD” means Barrels of Crude Oil per day.

The date of discovery of a Commmercial Crude Oit }
Well is the date on which such well 35 completed and

tested according to the above provisions-

"Commercial Discovery” shall meaz a geological struc-
ture or any other gedlogical trap (2 field) determined
to be m;::ablu of producing Petroleum in commercial
quantities m accordance with the criteria and proce-
dures set forth and contained in Article ITY (¢} below,

"Reservoir (s)” shall mean a porous, permeable or frao- |
tured rock containing commercial guantities of Crode
Ot or Gas. |

“l)rvelopmmt Leéase (8)” shall mean the rights, duties
and cbligations perfaining to the Development and
producing of Petroleum granted to CONTRACGTOR
and EGPC vunder this Agrcement as set forth and con-
tained in Article ITT {0} below.

Contract Area as agreed between EGPC and CON-
TRACTOR. subject to the approval of the Minister

Petroleum has heen made and on which a Development
Leane covering the same has been Issued in accordance
~th the' provisions of Article TTT () of this Agreement.
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(n} " Joint Operating Company” or "Operating
shatl mean the Company formed by EGPC and CON-
TRACTOR pursant to the provisions of Article VI
of this Agretment and Anmex “C” attached hereto
after a Commercial Discovery has been made und
declared. .

“Effeceoive Date” shall mean the date on which this

Agreement is- signed by the Government, EGPC and
CONTRACTOR after issnance of the relevant Law.

(0)

()

“Year” shall mean a period of twelve (12) months ac-
cording to the Gregonan Calendar.

(g) “Calendar Year” shall mean the period from Jamuary
1st to December 31st both inclusive, according to the

(rrecorian Calendar,

“Contract Year” shall mean that twelve (12} month
period of time starung from the Cornmenocment Date
nf this Agrcement or any anniversary thereof.

“Financial Year” shall mean the Government's finan-
cial year starting-on January lst and ending on Dec-
ember 31st both dates being inclusive.

" ths according to the'Gregorian Calendar for which any
mcome, profits or other tax of the Government is as

sessable or payable according to anv applicable law or

reoulation of the Government.

“AR.E.” shall mean the Arab Renublic. of Egypt.

"EGPC™ shall mean the Egyptian Gmra!_Pﬂt_mlmlm
Corporation (its SaCcessors or assigns). .. |

{ze" “CONTR;"&CTOR” shall mean Conoco Suer. Limited
((CONOCO’) and any assigns under the provisions of
Article XX hereof. |

s

(x) “Affiliated Cnmpany" shall mean 2-company..:

{+  the share t:apltal conferring majority of votes at

Company”

“Tax Year” shall mean the pericd of twelve (12) mon-1|.

LA S o ol @ Sl Ak & S el oy (O)

Jalall -l...glll Lo_sY u:“ 55'__,.:..“ P RIPY L::U...-.l“ b
‘_;aﬂ.’l_g uw"ﬁ adm O a sl Ib 2at Y .{;;_"3 l;.‘_‘_,

v 0! . ngl::u' ey Lpdni A SILY jﬁ’-;“ 20

—~t =¥ ()
L3 Am Jelills A Jte L Sl L S
. L-—d u,tb'.ﬂ

sl b 4 b oA g LI SL Sk
e 5 G_JU Las & O

5 5

ol G g [y ) 2 155 ke c 2l ()
Y ol «‘.5*:'5".."‘1

vy i sl Jab e B S eles AL vy ()

r:_’l...“ h...u ﬁu‘j 'hLL_H (P

L__,...-.:.-I -t --l---‘-""'

- C;J_’;ﬁlﬁ.?c” (_SJN—U

s (\) e .F‘ a_,;s tabas ¢ Go3bd L p (o)

o 4.{}.,.]'! 4.:...—tl| fiJ‘ﬁ' o
L ) e yComll LI A bakine 0 LIV B> ()

PPIEESPASNBSNE SR PRST i
s

ff.-r‘?

» :‘-"_y‘-“ o :.:Jﬁ_.::‘i- 7Y L ffq-a'r-E) (b"':)

lmlni:-;).)_,_,_.u hU‘ﬁ ..aj-‘ L.;]‘ .'.""J ('LJ‘)( }
(oo D35

A .5 ,_4‘,_,.__" ; S‘-...S sl lmr i 1.5[‘11 (U"}
UGV L O Jitm gV 6 2ak WS TS 5 5)
. ui.,‘-\ﬁ.uu;v-

" HJ,_:}I ks « ok 30 3 (8)
PRI, R UBL U R PR Py ()

s.mc'khnldm me:tmqs of such company, of which | ,_..L,- 2 o S ‘_‘ , :"“"'1 o E.L.._s.'u A oA eV

1 nwnrd dlrm:th or indirectly by a. Partychereto;

AR IV o RPRV ,Ll Wl s 2le %, o



0

VWA R gl e B (1) o6 YO sl )l | -

ol " ——

‘; which 1s the owner divectly or indirectly of share

capital conferring 2 majority of votes at stock-
holders’ meetings of a Party hereto: 1

{i)  whose shaie capital conferring a majonty of vetes!
at stockholders meetings of such company and the |
share capital conferring a majority of votes ot
stockholders’ meetings of a party hereto are owned

directly or indivectly by the same company.
{

vy “Block” or “Exploration Block” shall mean an arva

consisting of approximately one hundred (100} square {
Xilometers being 6’ of latitude and & of longinde.

(<. “Cummencement Date” shalt mean that date six (6)
continucus months from the date on which EGPC and
CONTRACTOR shall have the Contract Area avar-
lable continuously for such six (6} month« for free and
unrestricted access for carrving out the operations
hereunder.

ARTICLE 11
ANNEXES TO THE AGREEMENT

The Annexes “A”, “B”, “C". “D"” and “T.”’ w this Agre-
rment are hereby made parts hereof and they shall be con-
sidered as having eqwal force and effect with the provisions

of this Agreerent.

Annex “A” is a description of the area covered and at-

fected by this Agreement, hercinafter referved to as the
“Area” or “Contract Area”.

Annex “B” is a map on the scale of 1:500,000 indicating
approximately the Contract Area covered and affected by
this Agreement and described particulardy in Annex “A”.

I the event of a cenflict between Annrx “A* and Annex
“B>, Annex “A’ shall prevail

Annex “C” 15 a form of a Letter of Guaranty to be issued
hy a local Egyptian bank and to be submitted by CON-
TRACTOR en the Commencement Date of this Agreement
for the sum of Seventcen Million United States Dottars|

{($17.000,000 11.S), wuarantecing the performance af'
|
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] 1 rensions thereof pursuant tol . - T
ander during Phase 1 gr any extensions pu | }'i 6 4l 1 50 Shlacet gl ! U,‘:'l“ PN, H
‘he terms of this Agreement. Such Guaranty shall reman | o | |
: Sle_all lan g}‘l‘ﬂ st § & PRSP | IEY Y
ectve for six (6) months after the end of Phase 1 or ac | o . g - i R
5 ad> ' gt . B
setension thereof. except as 1t May be released prior to that ! 513l PR B e (M) ¢
s Sleal elgh Ko 67 g — W@ ol
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. N5 1 S
rime in accordance with the terms of such Guaranty '5

Annex “D” is the form of Charter of the Jomnt Operating Sldaati ] 15';_;!_* roge u;-'L-“ W & o fdﬂ
Company to be formed pursuant to the provisions of Article ' ~ .

VT below. | . alial Lol i\l ALY e u......} J‘;Hj
AME}[ HEH iS l'hf: A{:muntiﬂg PITICCdUI‘t \ wul rw‘ (_ﬁ‘j ‘:,a.,l_ﬂ
. 4 ..
ARTICLE 11{ (e S5

GRANT OF RIGHTS AND TERM

5.1.“3 ,J):l.:mh )

The Government {pursuant 10 Arvcle 50 of Law No. 861 . S g . e o -
" A d h“ . e -'l-.ﬁul [‘.ﬂ..ﬂ.q.l { A "._“ g P v
of 1956) hereby grants to EGPC and CONTRACTOR, o > o4 ' -

subject to the terms, covenants und conditions sct out n byl | ) pans Lt 5 Jolaadd s Ja 2l asudt d pab) Sl Yaen

this Agreement (which insofar as they may be inconsistent | =lagudly o guail b clos e DY 3 6y ll kil 3
with any provisions of Law No. 66 of 1935, as amended, | | T o e
shall have the force of Law), an exclusive concession in and "'”_”“‘;“ i\ 355 (A St e 4 Rl by 2

to the Contract Area, including the right to carry out the] hAsiy 1427 b oW o1 ~ u.:..-:{":a’ﬁ bs

Explaration and Development operations provided for in} gy - s
- Lk a1t gty ol Slhae b 2 3 IOy R e
this Agrecment in and with respect to such Comtract Ared : finscal ek S

. L JE et e i3 BN e

lg} The Government <hall own and be enutled, as herein-

e oonin g la g i+ w3 SeyfCadt A (1
Jfter provided, 1o a royalty, in cash or in kind, of ten o ogaie g b g o v iy Baied (1)

(/__p) B A5 o L Le sl 1B aolil ¢ J s
Ll w & Bty =l Syl &S e o
YA 3 Ly ¢ B o 5 & Lt 3,5 ol
s Vs 56 ada c""-’ T JamTy o W2
‘J’m_‘.ﬁ-

percent (10%) of the total quantity of Petroleum pro-
duced and saved from the Contract Area during the
Development period of this Agrecrocnt including any
octension thereof. Said royalty shall be borne and
paid by EGPC and shall not be the obligation of CON-| Jois Bl SHBW T po e Yy - A
TRACTOR. The payment of rovalties by EGPC shall S st & ol Y f'.H‘ii ot Ja\il! ﬁfﬁﬂt}"
notbe deemed 1o result in mcome attributable to CON- \or A an 48, Pl e Y 6T N ylV pies
TRACTOR. It is understood that no rentals under - .9 a1 e s Tl oAl 5

Articles 27 and 31 of Law No. 66 of 1958. as amended, | L e

are payable o the Government or EGPC. Hrawever, ‘5"5-1 < "u'q" *ﬂ & "’hhl e 134 £ J ol s
if applicable, any other rentals payable der Law No. | & ™ 3, apldl s Yot o 505 <48
66 of 1953, as amended, shall be recoverable in thcl T 3 ob s bl 3 S Lol wbaai 3 VROV
year paid. | ‘ ‘l o . Lo b A
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(b)

The following perods of Exploration shali apply :

PHASE 1
ment Date and run for a penod of
Four (4) years thereafter.

PHASE 11 — shall commence on the expiration of
Phase ¥ above and run for a penad
f three (3) years thereafter.

PHASE IIT — shall commenoe on the expiration of
Phase TI above and run for a penod
of three (3) vears thereafter. |

Thirty (30) days prior to the expiration of phase { ag
well as thirty (30) days prior to the end of any Cont-

ract Year within Phase 11 or Phase ITI, as the case
may be, CONTRACTOR shall have the right to

elect upon written notice by CONTRACTOR o
EGPC to cither & contimie Exploration eperations
into the next succeeding phase, or Contract year with
respect to phase TI and phase Y11, as the case may be,
provided at the dme of such positive election CONT-
RACTOR shall have fulfilled itz oblications hercun-
der for phase T or the then current Contract year with
resoect to phase IT or phase IT1, as the case mav he.
or (i} withdraw from this Agreerment. Fathure on the
part of CONTRACTOR tn send such aforesaid
written notice tn EGPC shall be deemed to mean that

CONTRAZTOR KRas made 2 positive election to
continne Fxvploration onerations mto the next siccee-
dine ohase or Contract vear. as the case mav be. In

the svent that nn Cemmercial D croverv s made by the
end of ohase TIT. this Aoreement shall termate with
no further oblizations rn the part oif CONTRACTOR -
prevvided. however, that 7F at the end of phase TTT =
well 5¢ drilling or testing. an extension of phase Y17

shall bhe granted of 3n to six fAY months a0 25 to Ao
for the comnletimm oF the well and for the deckarmtion
of a Commercial Discoverv, I any-

The nrovisions pertaining to withdrawal bv CONT-
RACTOR under this sub-arficle shalt also be anolic-
able individually to any companvy or companiex whn
Fecome Parties to this Agreement persoant to the
nrovisions of Article XX below. In the event anv such
aforesaid company or companies shall dect o with-
draw from the Contract area and this Acreement as
hereinabove provided amd such (30) days written
notice tn FOPC of soch withdrawal & made
the individual! withdrewing CONTRACTOR Party

— shall commence on the Commence- |- -
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shail 4t the tme of submissivn of such notice

tr EGPG tender o the repiaining  UONTRAC-

LTOR Party o Parties an assignment traosferrig
all 1+ undivided Interest share in and to the contract
arca and under this Agreement 1o the remaining CON-
TRKACTQR Party or Parties, as the case may be. Such
aforesaid assignment (s) shall be accepred by the re-
mamng CONTRACTOR Party or Parties, as the cas
mayv be, and EGPC shall be immediately notified the-
reci.  Such notice shall inolude the percentage inter-
est {s; held by the remaining CONTRACTOR Party
(s . Said assignment (8) shall hecome effective wath-
ont ay further approvals on the date of the withdra-
wal uf the assignor party as the same 1s provided {or

m this sub-article.

In the event a2 Commercial Discovery s made ar any
e from the Effecuve Date to the expiration of Phase
HI or any extension thereof, a Development Lease
covering a Devdlopment Area shall forthwith issue
hercunder without the peed for any addivonal legnl
mstrument (s) o permission {s). ‘The term of sach
Development Lease () affecting such aforesaid Develo-
pment Area (s) shall be twenty (20) years from the date
of each such Commercial Discovery with CONTRAC-
TOR having the right to extend the term of the De-

velopment Lease (s) for an additicnal ten (10} years |

upon written notification to EGPC served no later than
ninety {90) days prior to the expiration of the crigmal
term of such Development Lease (s). All of the pro-
visions of this Agreement shalil, as appropriate, appiy
to said Development Lease (s). Upon CONTRAC-
TOR giving notice 10 EGPC of either a Commercial
Crude Qil or Gas Discovery, EGPC and CONTRALU-
TOR, shall then meet as soon as possible for the pur-
pose of reaching agreerent with respect to the boun-
dates of the Development Arca. For the puposeof this
Purazraph and Paragraphs {(d) and (¢) below, the daw
o which a Goavoercial Discovery shall be deenwd to
have been made shall be the date on which CON-
TRACTOR. and EGPC agrew and the approval of
the Minister of Petroleumn, has been obtained as to the
boundaries of the Development Ares upon which the

Commercial Discovery isbased, A Developinent Aren
may oomsist of cuc or mote Regetwoirs.
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Commercial Crude Qil Discovery i

Whenever under this Agreement CONTRACTOR
shall drill & Commercial Crude Oil Well as the same
s defined in Article 1 (i) above, CONTRACTOR shall
andertake, as part of its Exploration program the ap-

pmﬂlofthﬂcxtmtdfmchdismveryb‘ytkmdlﬂling'

of one or more additional wells to determine whether |
such discovery is worthy of being developed commer-

cially, taking into consideration the estimated recove-

cable reserves, the production, pipeline and terminal !

facilities required, estimated Grude Qil prices and ail
other relévant echnical and cconomic factors. Afer
having performed such aforesiad extra drilling and

~onducted such aforesiad feasibility review, L','.C!Ill*?f"I'-l

RACTOR, shall, if it reaches a positive determination,
give EGPC a notice of Commercial Crude Qil Dis-
covery immediately upon conclusion of the same but in
no event later than fiften (15) months following the
date of a Commerial Crude Oil well Discovery. Any
declaration of such Commercial Crude Oil Discovery |
thereafter as a result ol such Commercial Crude ot
well shall not be made except by mutual agree-
ment between EGPC and CONTRACTOR. Without
prejudice to the Sole Risk provisions contained herein,
CONTRACTOR, shall also have the right at any time
during the term of this Agreement 1o give such notice
of Coramercial Crude Oil Discovery with respect 10 any

Rescarvoir or Reservoirs even if the well or wells the-
reon: are not “Commercial” within the definition of a
Commercial Crude Ofl well if, in CONTRACTOR’s
opinion, a Resexvoir or a group of Reservoirs conside-
red collectively could be worthy of Commercial deve-

jopment.

CONTRACTOR chall give notice to EGPG of any
dzsmvery even if such discovery is not decmed by
CONTRACTOR w0 be a Comumnercial Discovery.

However, if Crude Oil is discovered but is not dee-
med by CONTRACTOR to be 2 Commmnercial Discov-
rv within thirty (30) months irom the completion of
drilling of a well on a geological structure which well
evidences the presence of Crude Oil, then EGPG shall
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have sixty (60) days from the expiration of said thirty
(30) months in which to give CONTRACTOR writtcn |
notice of EGPC's defire to develop the specified area at
EGPC’s sole cost, nsk and expense and therefore be
entitled to develop, produce and dispose of all Crude
Oil produced from the geological structure on which
suchy well has been drlled.

SUEVEL R PR (\.) B gl Ls’,‘.#,;;. S Ui |
Lo o o) Jomms OV e B3doedd kit 4l 8
GedYie b bhall s AauCl]
:*._i.{ fr‘ln.” ":"'f..}"l Lp 3 ‘__1',_‘__1:_{}:3 {:“’F-ﬂ d‘*;*"‘*
| v pF e g e gl o el

Az e e Gy -
WSS

Such written notice to CONTRACTOR shall state} | i, .0 LU U 3 i O
the specific area covering said geological structure W0} S ) Ll b ) fiedi deicews Obs JHlalE I
be developed, the wells to be drilled, the production | M oy . =i = AR PR W >t A i 3 gt
facilities to be installed, a plat of the specific area and - N Lo R T ) |
EGPC’s estimated cost of such sole rigk development j s o s 2l pab 5 4 paaih anth aalic s
program.  Within thirty {30) days after receipt o sid’ o3 blall
novice, CONT R.;\.CT OR may, in writing, elect w de- |

| e Mo s el A (T"i;) o P d ‘,1'&....1‘ Ju 8

s ity cidll 4 LS iz O) ayd L Gl by
W g
Sy il wl G Aot ouia (Fy o (g ) LS Y]
byt eld) sde e A3WYE sde G 53,1

velop such area as provided for i the case of Commer-

cial Discovery horeunder. In such event all tening of
this Agreemnent shall continue to apply to the specific

If CONTRAGTOR elects not o develop such area S PREERPITR IR INPIRUS= AR
and EGPC has given CONTRACTOR such aforesaid| i o g { A )} dpims S BT JOU bt gl

said geological structure shall be set aside for sole risk | <77 7 # _
- operations by EGPC, 02 fdt 5 Bkt llead Ula iy oS g S

=T

In the event QAPETCO, referred to in Article VI,_ (% ) 3L (8 e el _,:C;:i\i S L {-l_{_i Ul 3y
has come into existence, EGPCshE.leemt:iﬂ&dmhm’E 5,,5Al oLl ('L:m.f‘:;!l; P i O <l o
UAPETCO perform such operations for it at EGPC's e e e e :
sole cost, risk and expense. At any time after BGPC | 1815 Y125 7 Blis 4T85 site Janli Ol (s Ll
has recovered from the Crude Odl produced from such & 7! Ci" o S 8 g 05 SV 235 gl &3
specific arva a quantity of Crude Oil equal in value to } ~BS! L 31 e 45 G2 bl aom E:“ R
three hundred {300) percent of the costs it has cur- | 21 ACH 0 EUIN 3 {(voe ) BB Lend Solws
red, CONTRACTOR shall have the option, only in S b 3 S AN S O JaR G 61U i)
the event therc.hasbamascparatt Commercial DIS' L bt 3, skt daiodt sim zLis L
cavery, % share i further development and production o

of the specific area vpon paying EGPC one hundred
(100} percent of such costs incurred by EGPC. Such !
one hundred {100) percent payment shall be recovered
by CONTRACTOR from Cost Recovery Crude in the
noymal manner for the recovery of expenses.  Immedi- |
ately following such payment the specific area shafl
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revert 1o the status of an ordinary Development Lease
under this Agreement and {hereafter shall be operated
. accordance with the terms hereof. The sole risk
Crude Oil shall be vakied in the manner provided 1o
paragraph (¢} of Article VI1. In the cvent of any
the: pmviﬂm
of paragraph (b) above, this Agreement shall. however,
continue to apply to EGPC’S operation of any sole
sk venture hereunder, attheugh such Agreement shall
have been terminated with respect to CONTRACTOR

termination of this Agreement uuder

pursuant to the provisions of said paragraph (b} above. }.

In the event EGPG elects 10 develop any part of | i

the Area pursuant to the sole risk provision herein,
production from such sole risk area shall be conside-
red for purposes of the production bonuses set forth
0 Article IX of this Agreement only it CONTRAC-

TOR. exercised its option to partiapate in such Crude |
Oil apd only from the nitial date of such 1‘.:ar*l:|.|::1--'1

Coonmercial Gas Discovery

After the discovery of one or more Reservoirs capable
of producing Gas, CONTRACTOR will undertake,
part of its Exploration program, the appraisal, if;

as.

needed. of such Reservoir (s) by the dnling of one ot
more (up to three) additional wells in each R_eservolr |
10 determine the most probable quantity of recoverable
reserves.  Should CONTRACTOR decide that there

are sufficient probable reserves, CONTRACTOR shall .

execate an economic feasibility study m order to deter-
minc whether such, reserves are worthy of bemng deve-
loped commercially for export n a liquid or solid state
outside the A.R.E. taking into consideration the level
of production, the gas line, the liquefication plamt and
terminal facilities required, estimated gas prices in the
possible markets and all other technical and econoomc
factors. A commercial Gas Discovery may consist of
one Reservair or a group of Reservoirs which, after .

appraisal, is worthy of bemg developed commeraaily| &

for liquefication, methanol processing and for proces-
sing and treating in a similar or salid form for export
outside the ARF. CONTRACTOR shall give notice
of a Commercial Gas Discovery to EGPC immediately
after the discovered reserves in accordance with the
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above fentipned fessibility study are considertd by
CONTRACTOR. to be worthy of commerciat develop-
meret. I the event of a Commercial Gas Discovery
heing made, any as produced or producaole outside
the Clontract Area, subject to mutual agreement by :

CONTRACTOR and EGPC, may be brought into the
Corttract Area 2 ttiay be commtted to CONTRAC. |
'TOR for the purpose of being liquefied and t}.porltd 1

Howcever, it Is tnderstond that any Declatation of |
Commercial Gas Discovery must be made within thirty
six {36) o uths fréh: the date of significant Gas disco-
very by CONTRACTOR; however, CUNFRACT OR,
shall after thé expiration of sith period have the right
to combine any other Gas discovery (ies) with such Gas'
discovery {ies) and thereby make a Declaration of

Cormtrercial Discovery.

. In the cvent that an existing Gas discovery (ies) be- [
corres éconortically vidble for dévelopmeit int the opin-
ion of CONTRAGTOR, CONTRACTOR shiall ako
have the right to make a dedaraton (5) of Goihtretcial
Gas_eri-scovery at any ome during the term of this
Agreement.

Subject to the provisions of Article XXI¥ below, i
the event no commperéial producumnf crude Oil in
regiflat shiipthents i¢ established from within any Block |
or Mlocks withint the Developttient Arez within threc
(3) ¥years from the date of the Cotrrierciat Discovery,
then in that event, stwch Block or Blocks shall be surren-
dered. Subject to the samee provisons of Article XXI11
below in the ¢ase of a Commercial ﬁiscuvt:r}"ﬁf Gas, o
no Eomrnerria} production of Gas in regular shipments
is caeabirehed withift any Block or Blocks within the .
Developinent area withiiz Seveir {7y years frotr (s cfaft.'

of the Commercial Discovery, thén such Block er
Blocks shall also be surrendered.

CONTRACTOR shadl bear the risk ad pay all of the *
costs atd expehses required in carrying out all of the
opefatiofs peotitled for under this Agreement and the-

refore shall have o ceomonic initerest in the dmrcbp-
ment of the Petroleum deposits in the Caontract Area ;

however, suéh coéts and expenses shall not include -
terest omt dwrésfitient. AM other aforesaid costs and
expénsts shal be retpversbie by CONTRACT UR as 1
provided: for i Articke VT Betow.
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.ted systems and facilitics of sufficient size to economi-

L iy, --lll"'

¥

During the term ol this Agreement, the total pro-
duction achieved m the conduct of the operations
hereunder shall be divided between EGPG and CON-

Laya, *__. _}”-" \ e J (1 r] G,_. \d\ 3An b ___.-ﬂ:_,_._.;_’ll a.hﬁi

| i e —m e

TRAGTOR in acrordance with the provisions n
Articie VIT heremn, H |
‘The duration of this Agrcement covers the Exploration
Phases described above as well as the Development :
Lease (s) and any renewnl (8) thereof; provided, howe-
ver, in the (event no {Ccmmencement Dat- comes nto ;
being within three {3) years from the date that this i

eement is fully executed by the Government, EGPC !
.21 CONTRACTOR. then in that event CONTRAC- |
TOR shall have the option of terminating this Agree- |
ment without any further liabilivies on the part of any i
of the parties hereto by written notice to EGPC and
the Government.

Ny, il

It is understocd that CONTRACTOR and Operating |
Company have the right, in the event of 2 Commercia)
Discovery, to construct and install pipeline {s} and rela- ’

cally transpert the Petroleum to storage and ofifake
facilities. CONTRACTOR shall be fully responsible
for the payment of any rentals due and the restoration
of land to its original state in the event any pipelmnes,
related systems and facilitics or wells drilled pursnant
to the provisions of this Agreement are required to be
mstalled, constructed maintained or drilled on or over
such lands. In the event CONTRACTOR and Ope- |
rating Company are unable to reach agreement with |
such landowners regarding the terms and conditions for
the use of said land, then, in that event, Government
and EGPC will assist CONTRACTOR and/or Ope-
rating Company in obtaining the necessary rights 3
install such piptlines, related systems and facilities o
drill such wells.
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The provisions regarding payment of CONTRAC- l St Ao ) Joball sl datl Y e (5)

TOR'S Egyptian Income Tax shall be applied as fol- |
lows : | i

CONTRACTOR shall be subject w the laws in force 1

from time to time in the A.R.E. and the political sub- |

divisions therecf, which 1mpose taxes on Or are meas- |
ured by income or profits, including those laws impo-
sing 2 tax on income from movable capital, the com-
merdal and industrial profits tax. municipal tax, de- |
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fence tax and national security tax on income and divi-
dends paid with respeot to shareholders, as well as any
surtax or interest assessed with respect to income tax
payancits (herinafte; referred to as “ALR.E. Income
Taxes”), and, except as otherwise provided for in this
Agreement, shall comply with the requirements of
such laws with respect to the filing of returns, the asses-
sment of tax, and the keeping for review by authorzed
persons of books and records.  For these purposes, any
A R.E. Income Taxes for which the individual share-
holders of CONTRACTOR may be liable shall b2
deemed to be a tax levied against CONTRACTOR.
EGPC’S shave of the Petroleum determined under Ar-
ticic V1I below includes an amount equal in value to
all of the AR.E. Income Taxes of CONTRACTOR,
uncler this Agreement.

For purposes of applymg Paragraph (j) (1) of this
Article, the total taxable income of CONTRACTOR

with respeat to any Tax Year shall be an amount
caleulated as follows :

(} The total sum received by CONTRACTOR
from the sale or other disposition of all Pet-
roleum acquired by CONTRACTOR pur-
suant to Article VII Paragraphs (a) and (b)
of this Agreement ; LESS

. .
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(3) The costs and expenses of CONTRAC- |

TOR which are allowed to be recove-
red in the Tax Year under Paragraph
{a) of Article VI below ; and

{6) The value, as determined in Paragraph
(c) of Article VII below, of EGPC's
excess Cost Recovery Petrolenm acqu-
red by CONTRACTOR pursuant to
Article VII paragraph (a) (2) below ;
PLUS

(i) An amount equal to CONTRACTOR’s
A-R.E- Income Taxes.

f 5}
"' half of CONTRACTOR CONTRACTOR's
"AR.E. Income Taxes out of the sums received

by EGPC from the sale or other disposition of
its share of Petroleum under this Agreement.

EGPC shall assume, pay and discharge, on be- | ('C'i"E) G ikl Tolidt ol LI a2 JuodS (T')

A Gars oalalt sl Skl AU (T)
a:\ll ,4( \nJu."b.:-J.u 4......__’..1.’ L.Jld lh.}h_.-ﬁ
L IL—I.-'-'I"- 4-.!L..J1

*.'

]
r
i
r
'

| il ol bt 52l o ) 3,800 G Baaal! adh (o)
s rsidt Jp pIt O dl S T2y
asl ) ot L dsy Saul) ade \_woow N [ )
I st oedt (¥) ()58 sl

i
I

( ‘C‘F'E ) Li.J,lEH Ii.ffl" Jé-\’i m..-ﬁ_ﬂﬂ EJL—-/‘ l-.L-.a (T)

J,lﬂ‘ o ‘uLv P W lp;:.\i'j

L) Lo Jam 31 Fidle

ARSIV odn g ) (0 Leena® i b a5 ool 47



XN T P B ) 5‘3'

——y

(4} EGPC shall furnish w CONTRAGTOR aﬁu:..ai
recelpts cvidencing the payment of CUNIKACG-

TOR s ARE. Income Taxes withan one Hund- -

red and fifty (150} days following the commen-
cement of the next ensuing Tax Year. Such rec- |

cipts shall be issied by the preper Tax Autho- |

rities and shall state the amount and other parti-
cilars customary for such receipts

shall be entitled to deduct royalties paid by EGPC |
to the Government and the A.R-E. Income Taxes |
of CONTRACTOR gaid by EGPC on its behalf.

-ARTICLE 1V

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIODS

CONTRACTOR shall spend dwting the Exploration
Periods as follows :

PHASE 1 —the sum of seventeea million United
States Dollars ($ 17,000,000 US.;
cunsisting of mine cleararice, geological

)

field work, seismic work, drilling and
any other Exploration Activity which

appropriate ;: however, CON- ‘7
TRACT C?E shall be required to dni

may be

threé (3) wells duriiig this Phase 1.

PHASE Il —the sum of Six Million United States i
Dollars { § 6,000,000 U.S.) per Cont- |

ract Year on Exploration Activities.

PHASE 11 —the sum of 8% Miflion United States

Dollars ( $ 6,000,000 U.S.) per Cont- |
ract Yvar on Exploration Activities.

CONTRACTOR shall be under an obligation to

cornmence drilling operavions within twenty four (24)
months from the Commencemedit Dare of this Agree-
ment.  Should CONTRACTOR spend more than the

doilar amount specified in Phase I, on any giver

Contract Year in Phasc ilor ‘n Phasce 111, the exces ¢
shall be credited toward the amoiit specified for the
next succeeding Phase (s} or Contract Year (s), as the

case may be.

EGPC shall make available for GONTRACT OR's

use any seismic and geological data “(includirg well

Togs) in EGPC s posstssion with respect to saigt Area.

In caleulavng 1s AR.E. lncomie Taxes, EGPC
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(6) CONTRACTOR shall have the right to voluntarily

surrender all or any part of the Cantract Area at the
end of Phase I or at the end of any Contract Year
of Phase 11 or Phase 111. In the event of any surren-
der of all of the Contract Area, any expenditure defi-

ciency of CONTRACTOR shall result in an immediate |

payment 0 EGPC of the amount of the deliciency
for the relevant Phase or Eontract Year, as the case
may L, In which voluntary surrender is made. In the
event of no surrender, any expenditure deficiency of
CONTRACTOR at the end of Phase T or any Cont-
ract Year of Phase I1 or Phase 111, shall sumlarly
result in 2 payment hy CONTRACTOR 10 EGPC of
any surh deficiency : Any such deficiency payment (s)
shall be made within ninety {90) days in United States
Dollars and shall be considered as cost and recoverable
in accopdance with the proydsions of Article, VII hﬁ-
revpdey privided this Agreement is still in effect as

to CONTRACTOR. Any drfislency payment so
made cannot be recovered out of production from a
Commercial Erude Oil and/or Gas Discovery made
prior to the date of such deficiency payment. In case
no Commercial crude Qi Niscovery ar Gas Disoovery
is established by the end of Phase IIL, or extension

thereof, or in case CONTRACTOR surrenders i

Exploration obligations under this Agreement prior to
thie time, EGPC will not bear any of the expenses spen‘-‘
by GONFRACTOR. |

At jeast thrae (3) months prior tq the beginning of each |
year gr ag sch other fimes as ptherwise mutually |
agreed by EGPG and CONTRACTOR, CONTRAC.-
TOR shall prepare an Exploration Work Program and
Budges fop the Contract Area setting forth the Explo-

ration pperations which CONTRACTOR. proprses t- |

carry put during the ensying year. During the Fx-
ploration Perods, such Work Program and Buryet
shali be at least sufficient to s;a:tisfv CONTRACTOR’S
minIm Exnrﬂﬂituﬂ: obigation frr the nerind i»
COVErS, ta!:mg mto acoqut any orndity for exore ey
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The Exploration York Program and Budget shall be | ot Jlel Al Y bty Jaald et o e @ 3
EGPC and CONTRACTOR  after the Effective Date s e Sy Bt Lot § e s Sl
of this Agreement. This committec, hereinafter refer- | {_¢Jl \Lo A Ladll 2an O 55y aslsYlan Ob
red 10 as the “Exploration Adwvisory Ccrmmittee”, shall LT T L -
comsist of six (6) members, three (3) of whom shall be (.‘) h s g d bW el &l éJL-"f B L":i
appeinted by EGPC and three (3) by CONTRACTIOR | ~ () SUI g Pl s e (r) <20 slaed
The Chairman of the Exploration Advisory Commuttce l “ R

- (i

b

shalt be desigmated by EGPG from among the members }
appointed by it. The Exploration Advisory Committee
shall review and give such advice as it deems appro- . T
priate with respect to the proposed Work Program and ol 5 g i piL fm il a51 50 Ll Q""'J:
Budget. Following review by the Exploration 2dvi- | v L Ll
sory Committes, CONTRACTOR shall make such S —
L.:-.--d 4 1:,.::;..:'1 . LI ’a_'.\ci::“ - 1

revisions as CONTRACTOR dcems approprniate and 4{':_’ 31 L o ot l“? i
submit the Exploration Work Program and Budget to | ¢ &b P U P Lty PV Sl o2
EGPC for its approval,  Following such approval, it Pl e ‘_11,.;,‘[,_ aolad! 1:31_.’:11_, ) E:“t—f‘i '{""'Eiﬁ
is further agreed that : o alee¥! adw Lol ade Gall s beoniel Ly

modify said Work Program and Budget nor reduce < dﬁf A f ‘{*} s (V)

the approved expenditure without the prior ap- | g2~ J e Y LS ;ﬂ.uf KV I PR PR | @‘5 E

provaldEGPCmﬂhprinrappmvalnattubc'-- Dot LS ¢ gl Tt dEsi TR
unreasonably witheld; and | | ¢ O ol ] .:i-u-h sl GGY

et o e ) i) 2

'-t...ﬂ'h--‘*"' ’:_ QJL-LL.-!Y‘ .=,.:n-_:}'l= 4....91'.:-' ‘ } f':.ﬂ-lj ,I:r!,w"'m_ Li-l"l ¢ Lzs '}li

~

In the event of emergencics involving danger of | jlags b le (g 4ls I L‘JLLh Gy B Vod (T)
loss of lives or property, CONTRACTOR may) . = ... - - . e el .
expend such additional unbudgeted anwounts as | ‘:JLJ_‘."H '_'ﬂ“d"l""lj -’H_""b ...;l!CL..l‘ i ‘J C_‘::;‘)“
sy be roquired to alleviate such danger. Such | <5 7 855 9 Py Bl @ R o L
expenditures shall be considered in all respects as | o go 1 B 0 DEAH s iy bl e L wlb s
Exploration cxpenditures and shall be recovered | <l sl o pall iy Wold ! v s Cow DAL
pursuant to the provisions of Article VII below. | R
{d) CONTRACTOR shall, advance all necessary funds for | . corer _ )

O eale. ccuioment, supplies, personncl, adminis- | >0 % 4% Sl JF pain Jsldt 043 ()

t‘?tﬁn and opc::;i;ndpumagt Et{é I-%c Exploration | b <l3s Sllaally 3,1:Y1y o S ol Staally

0 udget, an shall not bear | - . . e .
i Gy ¢ ol Jlshy Lo LTl ol g

or repay any of the aforesaid costs. _
o o, 5all Slad e b b s aagd! Lasy

(¢) CONTRACTOR shall be responsible for the prepa- | -, , . ._
ration and performance of the Exploration Work Py gl Jealt 3_3_-" PRUTECCI S Pt R PO
ram whioh shall be implemented in a workmanlike el . 5 ulr-'l- 04 dS w1 Cadl Jleel

manner oomsistent with good industry practices. - - - _
. tﬂl\.ajlau'iw II_JL,.sﬂ o - !
i andi Tk el T s X

related to the performance of this Agroement shall be Eﬂ}',_*’l Sl el Fana S v

e in the A RE.: however, it is recognized that, as| o & - o5 M Cadt sl o by 48 53 ol
may be appropriate, processing and analyzing of data Ol ¢ bl O LI ¢ 41 ale il o ¢ AW
and laboratory studies thereon may be made in spe- lgde aaldlt wiiall St ally ok by DL dadl
cialized centers outside the ARE. porer ol Lo Iy € 1t .5 ]:5, :. -

Geological, geophysical and other Exploration studies
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Subject to the provisions of Axticle XX1V below, GO-
NQCO is hereby appointed Operator a.d in such
capacity shall carry out and cxente the Expioration
Aodtivitiecs under tlhus Agreement. CONTRACTOR
ghall entrust the management of Exploration operatio..s
m the ARE. toits technically competent General
Manager and Assistant Manager. The names of such
Manager and Assistant Manager shall, upon appomt-
ment, be forthwith notified to the Goverranent and to
EGPC. The General Manager, and 1 his absence the
Assistant Manager, shall be entrusted with sufficzens
powers to represent and bind CONTRACTOR in all
dealings with the Government and EGPC. CON-
TRACTOR, however, in connection with such Expln-
ration Operations, shall be subject to the Laws and
Regulations of the AARE. in Force dunng the term
of this Agreement and which are not inconsistent with

the provisions of this Agreement.

(§) CONTRACTOR shall supply EGPC within thiry {30)

days from the ¢nd of each calendar quarter with a
Statement of Exploration Activity showing costs
incurred by CONTRACTOR during each quarter.
CONTRACTOR’S records and necessary supporting
documents shall be available for inspection by EGPC

at any ttme during regular working hours for three

(3) months from the date of receiving cach State-

ment Within three (3) months from the date of
recciving such Statement, EGPC shall advise CONT-
RACTOR in writing with supporting rcasons if it
consaders :

(1) that the record of costs 1s not correct or

(i) that the costs of goods or services supplied are
not in line with the Intermational market prices
for goods or services of smilar quality supplied
on similar terms prevailing at the tme such
goods or services were suppked; provided, how-
ever that the purchases made and services
performed within the A-R.E. shall be subject to
Article XXV below; or

that the condition of the matenals furnished
by CONTRACTOR dors not tally with their

prices; of

(i)

(iv) that the costs incurred are not reasonably
required for operations.
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CONTRACTOR shali copfer with EGPC in | g 1} o v 32! 20 ook ol waldl Slos
connection with the problem thus presented, anln:l th.‘c | Sy gl Yl 1 b Y e gl Via g g,
Partigs shall attempt.te ggach settlement which 3} "7+ =7 = f b f

mutually mtisfaﬂ;urg'_' If within the ume limig pf ' S B MI ;.a.? VJ 5l L.g,:lﬂ 4._:..&; “ PN el

the three(3) months period provided for m this Parag- | a -0 ¢ it oia (3 bide ot A eft { ¢) 9248
raph, EGPC has not advised CONTRACTOR of its | e I tie o Sl e L L..m.., -l
objection to any Statement, such Statement shall be | odains oy LY I 018 0by (g} (r Lot 2o Lsle
considered approved. f
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'hy CONFRAGTOR shall, supply all funds necessary for | (vpereg) o idand 4300 AU 13 Ao doletl £ 0t ()
its QFCTEQU,O‘[}S' ]Il th-ﬂ ARE% l-“ldtf thlb Agrmmt lﬂ ,J-'__ﬁzu 4-!;l3 E_}Hl o u}‘--m ﬂ-_;-w:gl a\d !’.q,.d.u A >
freely convertible cugrency fram abroad: CONIR-4 a0y 051 01 a5 Dol G o 30K n o 20
ACTOR, shall have the right to buy Egyptian curr-: :lfi‘j!l..} | ‘I"*“'l A :;H 2 f:'d,ll' 'f;.ll Ly
ency whenever yequired and the conversion shall be |t H%5 o oﬁ_g}iﬁ‘“. o7 ¢ S Al el
madeg at the local Egyptian banks in the AR E. | NEIPS L S S W1 “;-:f“ ool NS e J ool
according to the official A. R. E. rate of exchange. :
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TOR OLUNTARY | . .

RELINQUISHMENTS

Mandatory ol e
CONTRACTQR shall pake the following relinguish-

ment at the following time |
40% of the origina] Centract Arca at the end of the . L

fourth (4th} Contract Year. .y (:] q._..,:':f,]! 4d et 4] 4 O oyl aibif o ‘/{_5 .
At the end of Phase IT1, or any extension thereof, CON-* L4y 45 oo ol s L olad gf o W s i Al

TRACTOR shall relinguish the remainder of the origimal o " "

Contract Arcg npt then copyerted to a DeveJopment Lease | o &Ly 3 gie of aie M 2d,h &l @ Jyov J M UL
en Leases. f ‘
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The pravisions of Axticle XX[I hercunder shall apply tn : u'*":”;-; ;g_::g L o] R P A YR P! o (6 e
CONTRAETOR’S relinquishment obligation in regard to} o) .= gy - . Akl s <L el
any part of the Contract Arca upon which Exploration | ™ Ak e g o “? T
operations have not been allowed because of reasons of Force | « 5 i § o s
Majeurg.

oluntary , ST UL ]
CONTRACTOR may voluntarily at any time re'inauish dakdl 4 oF ksl e Sleds st g Jala Oy

all or any part of the original Contract Area provided. that e m i b d 5 e et f
at the time of such voluntary relinquishmeot. CONTRAC-| 7 &7 CFP IR P ON.E PR ST RV

TOR’S financial obligations for Exploration expenditurs | ¢ o ol Sl Aobadt AILLY 45l 15_11.
have been satishied. > such aforesai mtarv relin- | _ o *

: . . v V. } | ™ Tt e & -
quishment shall be credited toward the mandatory relinqui- ¢ 23 Sk 5 e 32 Yol La e L
shment provisions of this Article. i « 351
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ARTICLE VI

SPERATIONS AFTER COMMERCIAL DISCOVERY

‘a) Upon
TOR shall form in the
which shall be cajled Ef
COMPANY Heremafter referred to as

or a3 “Opsrating Company”.

A.R.E. an operating company :

Qapeteo  shall
poration of the pr
ject to the laws and regu
AR.E. to the extent that such iaws
are not inconsistent with the provisions of this Agrec-
thy Charter of QAPETOO; hOWever, |

 sholl, for the purposes of this Agreement, 11 -

latigns in foree in 162
and regulations |

ment oF
QARETL,
be exempt from the fallowing laws and rﬂgulatinns !
as Now OF hereafter amended of substituted : |

Law No. 26 of 1904 concorning certam provi-
sions oo joint stock companies, partneiship and
limited liability comparuss, 2 samended 1

113 of 1961 giving the sum of L.E. 5000 |

—_ 1—22.1"1’ Nq’
as the maximum aount 1 he paid ta the Chau-
the managing !

map of the board of directors, O to
director or to any other person employed by any |

publx organisation, company of socnety- 1!

Law No: 141 of 1363 an Reprosentation of Emp- |
loyeas and Workers on the Boards of Comparics:

Commerclal Discovery, EGPC and CONTRAC- 11 Jsibly 4@t ¢

QA PLAIN PETROLEUM | = i
“QAPETCO’ ‘ ks Lz]‘i led 14! AR E_;-}t e J;ﬁ_ Jf P

a8 s - Crideall Rl S8 SB
hc. 2 non profit Egyptian cor- . ..o, u.f"u"i-" &1 Ll a3 Y &z A
vale  SCCiOr and shall ge sub- .~ " . |

K
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— Law Ne 60 of 1971 on Public Institutions,

aprended ;

Law No. 61 of 1971 on the Staff Regulations of
Public Campanies, as amengled;

Law No. 97 of 1976 en Organizing Dealings o
Forelgn Gurrencies ;

— Preidantial Reerce No. 1868 of 1974 restricting
sqme. Comtracty of Works of the Govenmm* t°
Public Institntions gnd Corporations and Publy
Scctor Untis.

Lol B S4B ol Vav i ne iy oW

. 4 aadt ool gty Bl

« 0 10
iy

1

2t .:"'-5-—-';'-" 18y 4ed 8 Pt o\ —
Lo dlaal) ool gy ¢ pblt glele

\

S Ve did Ay ghs 0 g -
v 4 ;-i_.j:-]-‘. tﬂ_’ﬂl} ;ﬁ_‘ 'ii
iy AYE et WA @ e T2 NP -
ol gty Sl e i) 23 slie Jhel Lo
| : rl;.!\ EMH Zldom 2 anlal!

aaly Jalsd ol

FoEc



V4 sl S i

e,

v

il

el e—

(b) the Charter of QAPETCO is hereto attached as Annex
“D. Within thiviy (-0j days after the date of Comme-
rcial Discovery, Ehﬁ Charter shall takc cffect and
QAPETCO shall automatically come into existence,
without any fuither procedures required.

Sy

(c) Ninety (30) days after the date QAPETCO comes into
existence in accordance with Paragraph (b) above, it

shall prepare a Development Werk Program and ;

Budget for the remainder of the year in which the
Commercial Discovery is made; and not later than
the fifteenth {15th) of October of said year (or such
other date =5 may b= asreed upon} and the fifteenth
(15th) of October of each year thereafter, QAPETCC
shall prepare an annual Production Schedule, Work
Program and Budget for the sucoeeding year The pro-

duction, Schedu'le Work Prosram and Budger shall be |

submitted to the Board of Directors for approval.

Not later than the hfmticth (20th day of ea~h month.
QAPETCO shall furnish to CONTRACTOR a
written estimate of its total cash requirements for ex-
penditure for the first half and the second half of thr
sccceedmg month expressed in United States Dollars.
having regard to the approved budget. Such estimate
shall take into consideration any cash expected to be |
on hand at month end.

Payment by CONTRACTOR for the appropriate
penied of such month shall be made to the correspon-

dent hank designated in Paragraph {e) below on the
first (1st) day and fifteenth {15th) day respectively, or
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the next following business day, if such day is not 2

1

(&) QAPETCO is authorized to keep at its own disposal
abroad in an acccunt opened with a correspondent

|
j

U-HJ-H'UJ‘ -"""U"l‘-'l-“ r‘,:"_, ijl \-J:'” d ‘:'UEIJ
¢ 08 S el oo g adl o0 IS 31

()

bank of the National Bank of Egypt, Cairo, the foreign
funds advanced by CONTRACTOR. Withdrawals
from said account shall be used for payment for goods
and services acquired abroad and for transferring to a
local Egyptian bank in the ARE. the required (
amounts to meet expenditures, in Egyptian Pounds, {or
QAPETCO in connection with its activities under this
Agreement and the conversion shall be made at the of-

St a4 el . ety 73 s
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ficial AR.E. rate of exchange.
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EXPENSES AND PRODUCTION SHARING

l.

Within thirty (30) days aftcr the end of cach Finan- |
cial Year, QAPETCO shail submit to the appropnate |
cxchange contrd authorities mn the A RE. astaternent,
duly certified by a recognized firm of auditors, showing
the funds credited to that account, the disbursements
made out of that account and the balance outstandimng
at the end of the year.

out of fifty percent (30%) per annum of all Gas

E

ARTICLE VII
RECOVERY OF COSTS AND

Cost Recovery Ciude (il I

Subject to the auditing provisions under ths
Agrecrrent, CONT RACTOR shall rccover alf
costs and cxpenses in respect of all the Explora-

tion, Development and related operations under
this Agreement to the extent and cut of thirty
percent (30%) per annum of all Crude Oil produ-
ced and saved from all Development Leases here- |
ander and not used in Petroleum uperations and

produced and saved from all Development Leases
hereunder and not used in Petroleum operations
Such Crude Oil and/or Gas is hereinafter referrec

to as “Cost Recovervy Petroleum”.

Such Cost Recovery Petroleum shall refer tc
either Cost Recovery Crude Oil, or qost recovery

Gas, as scparately applicable and appropriate
under this Agreement.

Such costs and expenses shall Lo treated and
recovered separatcly from the applicable Cost Re-
covery Crude Oil or Gas, as the case may be, v

the following manner :

(f) Al Operating Expenses incurred and paict |

after Initial Commercial Production (whick

for the purposes of this Agreement shall mea~
the date on which the first regulur shipment |

is made), shall be recoverable m the later of
the Tax Year in which such cxpenses v~ i

incuned and paid or the Tax Year in which
Initial Commercial Productinn occurs.
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ExPlﬂratum Etpcnchtur:s, including thosc | s Ay J,h 1_.:@-‘.»1-"*4 o U e *“"‘H' ol 1"]

acoumulated prioy to the commencement o

injtial Commercial Production, shall be reco- |
verable at the rate of twenty five precent
(25%) per annum on a straight line basis|

hased gn amortization at that rate starting in
the later of the Tax Year in which sich e-
penditures are incurred and paid or the Tax
Year in which 1nitial Commercial Production
COMMENCES.

Notwithstanding the foregoing, Exploration
Expenditures incyrred and paid dunng the
last five (5) vears of any Development Leasc
shall be recoverable in the Tax Year in which
they are incwrred and paid out of the apph-
cable Cast Recovery Petroleum. Such elec-
tion can be made only one time by CON.
TRACTOR, during the Development penoc

including anv extensiop thereof.

Development Expenditures, mchiding thos
accumulated prior to the commencermgnt o

Initial Commtrmal Pmclucuun, shall be reco. |

verab e at the rate of twejve and cne-half per-
cent (124 %) per annum o a straight lin
bas:ls. based on amortization at that rate stas
ting in the later of the Tax Year in whish

such txpamhmrﬂs are mmcurred and pawd o
the Tax Ycar in which Initial Gommercia

Production commences

Notwithstanding the foregoing the Develop

ment Expenditures incurred and paid durin
the last five (%) years of any Developmer:

Lease shall be recoverable in the Tax Year »

which they are incurred and paid out of tiv
applicable cost Recovery Petroleum.  Su

clection can be made only one time by COI™

TRACTOR, during the Development peri~
igduding: any cxtension therrof.

To the extent that, in a Tax Year, costs, ov
penses or expenditires recoverable per Parae
raphs (i}, (i) and (iii} preceding exceed thr
valye of the applicab'e Cost Recovery Petrr
Jeun for mich Tax Year, the cxcess shal‘ b

carrjed fprward for pecovery m - the next
sup;feding Tax Year or Years until fully

recovered © hot in no case after the rerminat-
ion of the Agreement as to CONTOALTOT |

—
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() For te pur se of decermining the dassifi- | Sbisi- b g kly UG B ez e (o)
cation of ali . sts, expenses and expenditures |
for their Tocovery, the fullowing terms shall
apply |
1. ‘“Lxploration Expenditures” shall meand -5, o, 4 PN, g ot Dy — )

all costs and expenses for Exploration as : ) =T e e I
UL iy s ol (B U e LS el
defined in Article 1 (a) above. REEb e o () 2 L,Jl.u

L .

. «di :-u:.:-‘;ﬂ G lesty zY

. !
2. “Development Expenditures” shall mean | Do =3 G as R il OB ) - Y
21 costs and expciscs Tor Developmentt | ¢ -, S een o P
. . : : I3 b 5 ,adl | EW

as defined in Article 1 (b) above, wath s S B e () 3 @ St LY 4

tne exception of Operating Expenses. o il G laa e

3, “Operaung Expeases” shal! mean 2l mJL_,_Llj._i_Jﬁf.;ﬂ:__p._ PEE hoanid B s ey — ¥
costs, expenses and expenditures made "r--un G e s A w oy endgi)
after initial Commercial Production for [ = 7= 7 JoY¥ ol Rl et ee Lo ?
P_mcluci.ng, which costs, eXpenses and | oAsig o ol & Slasdls LB _,_J-all 3 q:uiLC::JI *2
expenditures arc not nofmaltly depree: L
able. I

Except as otherwise provided under this | Snaid! g «...LQLCJI o a1 ke e Tﬁﬁ-l P

Agreement, 1t is understood and agreed thatl . L : . e .
all costs znd expenditures imcurred by CON- | o~ 7~ GEY oan Ji 3 JHE et

TRACTOR under this Agreement shall bep oo L lae ERI Y b 55 <t PRV IR PR LS
Fcf:sidm_':?d as part Qi one ‘uf the . foregomg L 3EEVY a3a L;-«_i} B ade
¢ategories. - :
(vi) it is undefstood aid agreed that fecovery of | (A ob 2o 5wk Gty so—adl ()
o s g b g e | i )
quarter pioportionately (one fourth to each | (4. o I\t c:',l‘i } bl 4] C'L:ﬁ o B e

quarter). However, any allowable costs and | .« Tyl oo il ey i BG w3 6 El w
expenses not recovered in one quarter, as thus SRR e Sty painy A BRI TO-E s

allocated, shall be carried forward Hor P P aJ Fb S et @ ol zul
! recovery in the next succecding quartcr vl gidh ) . G wko i g % o}

(2) Lde_T RJ}GTDR shall tﬂ?h year, takﬂ";ﬂd se- 8 bie e O i .JS gkl _m_'[, o
parately dispose of the applicable Cost Recovery C“_ o e " ' by bl g2
Petrolcum produced and saved plus its share of AP 3l f U”""_ Al 4 Sy o Js 7
the balance of the Peroleum as stipulated n f-’-“jj:’j L,f——i‘ Ja szl G iz N Blas e b lemm

 Paragrdph {b) below of this Article V11 o ol (L) & R b g
Té the citént that the value of the applicable | aand Jg ) add o i lekies ¢ ous bl Bkl ] 2o

Cost Recovery Petroleum (as determined i sub- shal! padl g"') Gobe b Lo LU 21> 2Y
paragraph {(c) below) exceeds the actual applic- | o, ._n___ﬂf_':ﬂ & ( TN EC’ Ufjnji"i}_-ﬁjt\d
able recoverable costs and expend:itures, incud- | -5 b ¢ oo 32 Lo ashs o o PR

ing any carry forward from Pacagraph {(a) (1) (iv} | | . L ‘_ i
above, 1o be recovered in that year, the valuc of ‘,"-'-] b (i) (\) (1 ) ’J“" s = p S L

such. excess applicable Cost Recovery Petrolerm q“"""h Jo i jar s U A wal o)
actually taken and scparately disposed of by CON- | JaGlY 2335 gy Gdae 32 lovaom AU ala 22N
TRAACTOR shall be paid by CONTRACTOR | G, WL aldl Tl il aids 03 o 45 U5 pais Mo
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o EGPC in the manner set forth in ARTICLE
IV of the Accounting Procedure contained in
Amnex “E’ and CONTRACTOR shall be dee-
med to have purchased such excess Cost Recovery |
Pefrolcum {rom EGPC. ’

it

L

|
(3] EGPC shall each y::ar have the option of wking
ddivery of a quantity up to fifty (50} percent o
the excess Cost Recovery Crude, ¥.0.B. the
export terminal facilitics {or other delivery pont

mutually agreed upon;.

ﬂ

Production Shariug

The remaining Petroleum, i-e., the Petroleum rema-
ining after deducting the Gost Recovery Petroleum
from the total petroleum produced and saved shall be

taken and disposed of separtely by EGPC and CON-
TRACTOR in the following proportions: g

(b]

eyt it T — —— ey . - na

Crude Osl.

L
i

Fotr that poruon or mcrement of producton up to
and including nincty thousand (90, 000) barrels of pro l
ductin per day: 5

Eighty Percent (80%) to EGPC and,
Twenty Percent (20%) to CONTRACTOR |

For that additional portion or increment of produ- |
ction which exceeds minety thousand (30.000} barrels of
production per day up to and induding onc hundred
and forty thounsand (140.000} barrels of production per 3
day ;

Righty-three Percent (83%) to EGPC and, ;

Seventeen Percent (17%) to CONTRATOR. !

1_

For all that additional portion or increment of pro-
dudtion which exceeds one hundred and forty thousand
barrels of production per day ; |

EIGHTY FIVE PERCENT (85%) TO EGPC AND
FIFTEEN PERCENT (15%) TO COTRACTOR
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(c)

!
|
1. :
/ ' | BN b e I
For all levels of producbon . l_ -z Y gt 42
l

ladl

Seventy Percent {70%) to EGPC and gl {\";"‘w) " W1 S R P

Thirty Percent (30%) to CONTRACTOR Jaladl () 4L A S5

i.

2.

ik i

For the purposes of determing the value of | 3> 7= ‘_,ﬂ—”'-l‘ Ja )l ALY Al wdad Al AN {.h)
the quantity of Cost Recovery Petroleum to which LYY sda Lo g Jaial) Aiaos g1y IUCH)

CONTRACTOR is entitled hereunder during ' | . -
cach calendear semester, the weighted average

price realized for comparable quality and quanti- | Joy 5 5 Sl 3ot 3 Bles Js 2 Gamlt el

ties of Petroleum on somparable credit terms in : ey =
U st Ol e adt bl B e e S
frecly convertible currency from F.O.B. poimt o crest Blam or A :  Abtes O

export sales at arms length by cither EGPG or LS 3w ) WU b s Oald S
CONTRACTOR under all Pctmlﬂumvsales coti- 1 g \__db Jy i o 5 i B Wb W3 ¢ potad
tracts currently in effect, whichever is higher, (bus Ry w
excluding Petroleum sales contracts mvolving bar- 1~ bt Cll el 3 el e OO 4 (I gl
ter and Government to Government sales), to non- aldh Js o]l o= > ie dlasio] C") . u“’i Y
Affiliated Companies dunng such semester, ghall | il N 3 ) _

2 i cmg ¢ da ol IV A0 JCod) Slae s
be used. It is understood that in thc case ol "’d‘l ‘{:-_,‘,_l o ¢ o v ."" =
C.LF. sales, appropriate deductions shall be made e 2n J g ]l st e o Pl C-‘-"l | dl> 3 61 ake
for transport and insurance charges to calculate | (51 5 golie 400 Slaisdl (5 Geimd Lk
the F.O.B. point of export price, always taking | . = . ) ) -
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If during any calender semester there are no such |

sales by EGPC or CONTRACTOR under Petro-
leum sales contracts currently in effect, EGPC | > 42  calias .L._. AT A s (8] JMe gt S
and CONTRACTOR shall meet and mutually ol s g e _nd ¢ Jgedld T L s
agree upon the price of Crude Oil andycr Gas, as Ll !" | L;J" - | = C::
the case may be, to be used in determining the _"'“ "X-"f St J‘”:{bl‘ﬂjlﬂﬁd‘
salue menticned in subparagraph (c) (1) above. il o ow (8 Wt e gl ¢ N s
Pending such mutual agreement, the pnce used » ke (1) (C) ie A1 3 20 5, ,5Al
shall be the last price determuned persuant to o |
sub-paragraph (¢} (1) or under this sub-parag- b il 200 < Y s J*. e 1 Cpnd s
raph (¢} (2), whichever is later, and appropriate | (C) e dl 5 Al RSPCREN VG RPN Y W |

adjustment will be made thereto after determi- | o o Lol (% e 15 24 o 5
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(d) QAPILTCO shall prepare (uﬂ-t less than minety (90) | 4 wa—s B d2s ) ﬁ;Li ALY G ()
days prior to the beguning of cach calendar semester | ¢ . a0 - wb . T N
foliowing regitar production) and furnish in writing o |1 135 Kb A o bl oo L {0 ) Oxm Ao g

CONTRACUTOR and EGPC a forecast setting out the | st S Al ad (a5 s Syt wa_m LS
wotal quantity of Petreleum that QAPETCO estimates | | ... .~ -, . L .
can b produced, saved and transported hereunder dur- ! iy g Sy e lst i < Snt s

ing such calendar semester In accordance with good oil | 5 4. 432l PR | BRI G- PR PR B Ve P
industry practices QAPETCO shall endeavour to pro- . | e L
duc. cach calender semester the forecast quantity. The 56 ey oyt slaa) b JyoA sy
Petroleumn shall be run to storage tanks by QAPETCO | » 4w 455 e AT PRI E) 7 4} 4l
. which said Petroteumn shall be metered or otherwise | | e - T o
measured for royalty, and the other purposes required Lo SB dbly g 50 P @ da I G
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.1 accordance with Paragraphs (a) and {b) of this Ar-
ticle. Subject to payment of suar, if any, due EGPC 3 a1 Gil, ~ kol @ idimw OF G Gt sl
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der Article VII (a) (2) and IX, CONTRACTOR | "~ C"w N oI
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ARTICLE VIIi ‘ aat)) aal U

TITLE TO ASSETS . e R

(@) EGPC shail becomc the ownd of ail assets acquired j | b A J eyl BT W gl L
am:l ovned by CONTRACTOR in connection wrthl 'l.;l ) ":l F | -f C"‘"‘“ (")
tdie operations carried out by CONTRACTOR or Jolalt g =i S Sldeall et b LS 9wl

QAPETCO in accordance with the Tollowing : C o by S0,

L. Lm.idlshall become the property of EGPC as soon | L2 3 e R &S yias SR - (\)
as it is purchased. ! |

2 Titie 1o fixed and movable asscts stall be trans | o LG 942ty &Uh J S AL iz ()
ferred automatcally from CONTRACTOR 10 J,1il) Les 57 A1 4! " S i 3 el
EGPC at the end of the year in which its total cast { . . . ) T
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has bemm recovered by CONTRACTOR in ac-; I { - j“ ) J° -?“"‘J .“-’ ¥ "‘-_L-;"
conrdance with the provisions Of Article VII above el ot oy GGV 2aa slas! ol slgl Wi
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this Agreement under its terrhs and provisions, b e y “
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¢ assets. GONTRACTOR and EGPC shali uot § 3, Llt G ras Vo gl o g A1 aik: Wl & 5l

dispose of such assets except with agreement of he
other. e Ll NV J W ade B g,

{c) CGONTRACTOR and /or its subcontractors may f reely
import into the AR.E,, use therein and freely export |
at the end of such use, machinary and equipment which
it either rents or Ieases in occordance with good pdus-
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ARTICLE IX , 5 5l
SIGNATURE AND PRODUCTION BONUSES 255 ad g

(@) A nonrecoverable signature bomus of one million Uni- | . . . c e ey Vg - .
ted States Dollars ?;’?,000.000 U.S.)) shall be paya- d',:'J‘ 2 2 e 6 o e Ll ot &N ()
ble by CONTRAGTOR to EGPC upon signature of | <=3 #all QLY 01,¥55 o (Vevsnes )
this Agreement by Government, EGPC and CON- | 4 ae AN sin g2y A eldy a8 5 G i,
TRACTOR after issuance of the relevent Law. Alf¢ G el O gl e aa Jalally Cogls b ol
e bonus of e il (SLA00000 US) Ui (. o0 ) 5,0 0 i et s i L5
ted States Dollars shall be payable . L= _ - -
TOR to EGPC one year mcpzfttr. hj:s further bonus s *L"'" 4 "“*’.'ﬂl SN S S, 0 %
of Three Million United States Dollars {§ 3,000.000 | I =33 LS ¢ 7o W &3 0 s 5y 4 a0 L
U.S.) shall be payable by CONTRACTOR to EGPC | O1,¥s5 o [ wessss, ) e I 0,5 LaL.s g
upon the Commencement Date of this Agreement. |, - bl e Ll A LY sl WY
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Million United States Dollars (§ 2,000.000 U.S) as | &* (Yerovne) Obpde 2,08 L S0 Jalal o4 ()
a Production Bonus when the average daily produc- | Ldie 2151 danS 4G 4 sl ShY S Yy
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(C) CONTRACTOR shall also pay to EGPC the ‘ e o .- -
additional sum of Four Million United States Dollars e w il e i, Lst.5f U‘" L"!_t Al Jald! C'—’g (C)
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(@ CONTRACTOR shall also pay to EGPG to the
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additional sum of six Million United States Dallars
{($ 6,000.000 U.8) as a Production Bonus when the
average daily production reaches the rate of omc
hundred and fifty thqusand (150,000 barrels per day
for a period of thirty {30) consecutive producing
days.

(e} CONTRACTOR shall also pay to EGPC the addi-
tional sum of Eight Million (3 8,000.000 U.S,)
United States Dollars as a Production Bonus when the
average daily produttion reaches the rate of two
hundred thousand (200,000) bariels per day for a
period of thirty (30) consecutive producing days.

() It is understood and agreed between EGPG and ‘

CONTRACTOR. that the bonus sums referred to n
Paragraphs (b), (¢), (d). and (¢} of this Article IX
shall also apply in the same way m the event.of the
production of Gas for export outside the ARE. For

the puroposes of applying said Gas Production Bon- |

uses, the rates of production of Gas shall be those
rates equivalent in value to that of Crude Oil and the

the sum of the bonus to be paid to EGPC shall be |

in conformity therewith-

(@) The Signature Bomus, and Production Bonuses apply-
ing to cither Crude Oil or Gas, as case may be, shall in
no event be recovered nor amortized by CONTRACT-
'OR. In the event of production of Gas and Crude O1il,
‘each of the levels of Production Bonuses set forth in
Paragraphs {(b), (c), (d) and (¢) above shall be paid
only ouce during the continuancy of this Agreement
and Development Lease (s} hereunder on the total of

the Petroleum produced and not separately for Crude

ARTICLE X
OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office AR.E. at
which notices shall be validly served.

All matters and notices shall be deemed to be validly
served which are leit at the office of the General Manager
or which are sent © him by registercd mail to CONTR-
ACTOR’S office in the ARE.
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All matters and notices shall be deemed to be validly

served which are left at the office of the Chairman of

EGPC or which are sent to him by registered mail at |

EGPC’S main office in Cairo.

M

ARTICLE X1

SAVING OF PETROLEUM AND
PREVENTION QOF LOSS

(a) QAPETCO shall take all proper measures. according |

to generally accepted methods in use in the o1l mdustry,
to preveut loss or waste of Petroleum above or under
the ground in any form during drilling, producing;
gathering and distributing or storage 'optTations.

The Govenuuent has the right w prevent any opera-

tion on any well that it might reasopable expect
would result in loss or damage to the well or the |
Petroteun ficld.

Upon corapletion of the drilling of a production
well, QAPETCO shall inform the Goverment or is
representative of the time when the well be tested and
the production rate ascertained.

Except in instances where multiple producng forma-
tions in the same well can only be producer economi-
cally through a siugle tubing string,  Petroleum
shall ‘not be produced from multiple Petroleum
carrying zones through one siring of tubing at the
same tme, without the prior approval of the Govern-
ment or its representative.

QAPETCO shall record data regarding the quantines
of Petroleum and water produced monthly from each
Development Lease. Such data shall be sent to the
Government or its represemtative on the special
forms provided for that purposc within thirty (30)
days after it is obtained. Daily or weckly statistics
regarding the Preducton from the Contract Area
shall be available at all reasonable times for exami-
nation by authorized representatives of the Govern-

ment.
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Daily drilling records and the graphic logs of wells
must show the quandty and typc of cement and the
amount of any other materiais used in the well for
the purposes of protecting Petroleum, Gas bearing
or fresh water strata. Any substantial change of mech-
anical conditions of the well afrer its completuon
should be subject to the approval of the representa-
tive of the Government.

ARTICLE XII
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR, QAPETCO and ther
contractors and subcontractors engaged in carrying
on operations under this Agreement shall be permitied
to import and shall be exempt from customs dutics
with respect to the importation of man:hmcry, equip-
ment, vehicles, materials, supplies, consumable items,
foodstuffs and movable property to be used solcly
in carrying on operations under this Agrecment.

Each expatriate employee of CONTRACTOR and
QAPETCO and their contractors and subcontractors
shail be permitted to wnport and shali be exempt from
all oustwms duties with respect to the reasonab.e inpor-
tation of household goods, items. foodstuffs and per-
sonall effects including one automobile; provided, how-
ever, that such properties are imported for the sole use
of the employee and his family and provided further
that no such property imported by the employee shall
be resold by him in the A.R.E. except in accordanoe
with Government regulations.

The exemption provided in (a) of this Article shall not
apply to any imported items when, in the reascnable
opinion of EGPC, items of the same or substantially
the same kind and quality are manufactured locally
and are available for purchase and timely delivery 1n

the AR.E. at a price not higher than ten percent (10%) |

more than the cost of the imported itemy before custom
duties, but after transportation and insurance costs
have been added.

Any of the items imported into the ARE., cither ex-
empt or non-exempt from customs duties, taxes or im-
pests under this Article may be exported by the impor-

" ting party at any time without the payment of any ex-

port duty or tnpost.
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Used but serviceable material, equipment and goods,

resulting from operations hereunder, may be sold with- |

in the ARE. provided that the purchasers pay the
applicable customs duties, taxes or imposts, if any, ex-
cept if sold o EGPC or an Affiliated Company of
EGPC.

Material, equipment and goods so damaged or used
as to be nonserviceable and which are olassified by}
CONTRACTOR or QAPETCO as scrap or junk (any
such CONTRACTOR appraisal being subject to

EGPC approval and any such QAPETCO appraisal
being subject to EGPC and CONTRACTOR appro-

val} may be scdd as socrap or junked without payment
of customns dutics, taxes or imposts.

In the event of such sale undér subparagraphs (€} and
(F} above, the procceds from such sales shall be divided ;
in the following manner :

CONTRACTOR shall be entitled to reimbursenrent
of the unrecovered cost, if any, of such material or
equipment and the exoess, if any, shall be paid to

EGPC.

l\\\".h—a '_,:L- \e L! (T) GB’ ‘ﬁ et

“Cystoms Duties” as used herein shall include ail dut-

jes, taxcs or imposts {except those charges paid to the
Government for actual services rendered), which are

iterns under consideration.

There shall be no lioence required and CONTRACG-
TOR and EGPC and their respective buyers shall be
exempt from any duty, tax, fee or any other financial
impost in respect to the export of Petroleum hereun-
der, except charges paid for actual services rendered.

At a rcasmmable time prior ta the enmemeneament of
commercial production, EGPC and CONTRAMTOR
shalll meet and apree nnon procednres for sch~diling
tanker liftingg fram the aoreed 1nan point of exnnrt
Both FOGPC and CONTR ACMTOYR chall Fonmerate n
develoning in advance a srhedula of tanker {iftinoe on
2% th prevent rnrtailment of production operations due

to failure o Lkt i
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ARTICLE XII1

BOOKS OF ACCOUNTS : ACCOUNTING
AND PAYMENTS

(@) EGPC, GONTRACTQR and QAPETCO shall each
maintain at their business offices m the AR.E. books
of accounts in accordance with the Accounting Proce-
dure in Annex “E” and accepted accounting principles
generally used in the petroleum industry, and such
other books and records as may be necessary to show
the work performed undor this Agreegent, including
the amount and value of all Petroleum produced and
saved nereunder.  CONTRACGCTOR and QAPETCO
ghall keep their books of accomts and accounting recor-
dsin Unites States Dollars,. QAPETCO shall furnish
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 As-
sistant Manager or by a duly designated deputy, and
delivered to the Government or its representative with-
in thirty (30) davs after the end of the month covered

in the retumn.

The aforesaid books of acoounts and other books and
records referred to ahove shall be available at al} reso-

nable times for inspection by duly authonzed vepresen-
tatives of the Govermment,

(b)

CONTRACTOR shall submit to EGPC a Profit and
Loss Statement for the Calendar Year not later than
March 15 of the following year to show its net profit
or loss from the Petrolenm operations under this
Agreement for such year. CONTRACTOR shall at
the same time submit a year-end Balance sheet for the
same Calendar Year to EGPC.

ARTICLE X1V
RECORIDS, REPORTS AND INSPECTION

CONTRACTOR and/or QAPETCO shall preparc
and, at all times while this Agreement is in force,

maintain accurate and current records of its operations
in the Area hereunder. CONTRACTOR and/or

QAPETCO shall furnish the Govermment or its
representative. in conformity with applicable regnla-
tions or as the Government or its representatives may

a)

reasonable require, information and data concerning r

“ts operations under this Agreament.
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(b) COI‘:’I‘RA(ITOR and/or QAPETLCO shall save and! .. o 4 yias ol N /s Jolill Bizay (‘_’}
keep for a reasonable period of timea represctative 1 ooy - o . ' AR
O gy il g1 Sl : »
portion of each sample of cores and cuttings taken from Ao | __,.:j: mﬁ” !_ 1,':‘;“ q:r‘ *—:"HJS’ J“;.
L-——'—‘_ (L - . 'l.:.-l-'-'l_j 2 J,g_;. Oy ‘l-?"_f.h:-m‘

drilling wells, to be disposed of or forwarded to the ) |
Goverzunent ot its representative in the manncr direc- | = 4B At Ledl Lo a5 bekien 3V W gl 45 e

tvd by the Gowmment. All samples acquired by Jalall Lo Lo Pl il [ ¢ L il a5
C'ONTRACTOR andfor QAPETCO for its own | 27l dne o bep Aoln)) Lgal £ - 1z
parposes shall he unnsidﬂrﬂ? available for inspection | . L:If_._, . L-_':;JLI‘Z » Lh:lf?_ ﬁb J“f::
at any reasomable tme by the Government of 1ts '/ Jjﬂll e _"'ﬁ ' u:: @"_ﬁ :'3 I
representatives: Ay such samples which CONTR- EAA A it s IR I e (o Slalls
AGTOR or OAPETE€O has kept for a period of S o35 Lt (1) Ao 51 dal g adzl 6 S0
twelve (12) months without receipt of instructions to oF Wles ol s JGoull Yo sy (oaar Sledai Ledl feal
forward them to the Government or 1ts Representati- § Led o8 al Of &Ko &b /s Jaliadh m s U
vos or clse where may be disposed of by CONTERA- | . (&7 \ame
CTOR or QAPETCO at its discretion. L
(¢} Unless otherwise agreed to by EGPC, in case of expox- | Sk (- f_-f**(._-_) z e :-*ﬂ-i-# s ii:_". pdeai Al % ( E)

ting any Tock samples outside the AR.E., samples | -, L o . o
couivalent in size and quabity shall. before such Coll e sis Lo ot e OF 2 U3
exportation, be delivered to BGPC as representative By W St e Cj L M3, ¢ 4 _’g‘u C 1

of the Government. . fE y

() Originals of technical data records can only be expor- | . e N Azl o A1 S s |
o1 with the the permission of EGPC; provided o g T >L-"—" el - spe ¥ ()
however, that magnetic tapes and any other data Al L blall &l AN b S s e g

which must be processed or analyzed outside the (*'C'f' C) D Ll 5 e3baeh o 3h Lo s 1 ol

ARTE may be exported if a monitor or 2 comoa- | - R o =
rable recrrd is maintatined in the A RE. and provided Jlo Jomes ot Juo'h Laiad 131 b pdar g G

arher thae such aports dall b romrie 0 00 2Ll 28 S cerg)

RGPC. | | + 4o Jlasb (itlric) ,;_-;"

(¢} During the period CONTRACTOR 3s conducting the | &t Slles Wl g Jaill pp 2 S st I ()
Fxploration operations, FCPCs duly authorized ot ikl o) o] Gl S J.g-4b ;;3_:‘11 Jalals o
representatives Or ?HIPIOYEES shall have full and e O M3 e K \i_:t-‘j,y in g2l o
complete access to the Contract Area at all reasonable ! i Ll Tslar b 3l b o T o

times with the right to observe the operations being . | ) "
conducted and to inspect all assets, records, and data S Sl Skt J 2N B jands 4 s 5lond!

kept hy CONTRACT OR. EGPC’s representative, 1n ST atus hes ST LG Jran a0 ¢ Jatall L Lilaw
exercising its rights under the preceding sentence | e (-a) & 3 | pds e Sdsbead) dlendt gaZhes (5 yind|
of this Paragraph (e}, shall take care that opera- l(. i:i....? ij It JL:‘E.H '_ra &m‘ 'lr "":“’;‘L
i e not hindered or defayed. CONTRACTOR o I ol D ey e eI

shall provide EGPC with copies of any and all data ard! S Jo eds eld 3 Lo ) Ol ave

(inchuding. but not limited to geological and geophysi- | LY SHhom i s a5 gty A o gttt
cal reports, logs and w_t‘:'ll SUIVEVS), ini:nrnmti-:-]:; au'r} o ie il A el anddly Sl Jl-“ Jf &3S (H'lpl.iﬁ;
interpretation of such data and other mformation W | - poms 3Ll g 35 g g0 395 bt

CONTRACTOR’: possession. All such data and i

tformation shall be kept strictly confidential and shall "'-'-""w?*" do gadl J b s Sl glally SULI
1ot be divulged by EGRC except to Alffiliated Compa- Ny Tl Bl ye 35 6 Al D20 VT A
nies without the consent of CONTRACTOR while | b SV 20 b
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this Agreement remains in force. However, for the
purpose of obtaining new offers, the Government may
show any other party geophysical and/or geological
data (but logs only by mutual Agreement) with respect
to the Contract Area adjacent w the area of such
new ofler,

ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall be solely and eatirely responsible
it law towards third parties for any damage caused by
CONTRACTOR’s Exploration operations and shall in-
demnify the Government and/or EGPC against all damages
for which they may be held liable on account of any such
operations. .

Government shall give notice to CONTRACTOR of anv
claum or ocourrence in respect of which Government pro-
poses to mvoke the provisions of this indemnity and shall
give GONTRACTOR the opportunity to investigate, repu.
diatc or otherwize deal with any matters thar may arise
from such a claim, -
ARTICLE XVI
PRIVILEGES OF GOVERNMENT

REPRESENTATIVES

Duly authorized representatives of the Government shall
have access to the Contract Area covered by this Agreement
and to the operations conducted thereon. such represen-
tattves may cxamine the hooks, registers and records of
EGPC, CONTRACTOR and QAPETCO and make 2
reasonable number of surveys. drawings and tests for the
purpose of enforoing this Agreement. They shall, for this
purpose, be entitled to make reasonahle use of the machi-
nery and instruments of CONTRACTOR or QAPETCO
on the condition that no dahger or impediment to the ope-
rations hereunder shall arise directly or indivectly from
such wse.  The Government shall indemnify and reimburse
CONTRACTOR or OAPETCO for anv loss or damase
which mav in fact result from any smiich use of satd machi.
nerv and mstroments. Such renresentatives shall he ofven
reascnable agsistance hyv the agents and emnloveess of CON
TRACTOR or QAPETCO sn that nome ~f their artiyitiee
ghall endaneer nr hinder the gsafetv or sffiniencr of the rme.
ratinns. CONTRACTOR or OAPETTO dhall aAffar sk
representatives all privileges and Farilities aceenwrded to fte
own emvilowees in the field and chall nrovids them. fres of
chares, the use of reasnnahle office snare and of adermatels
fornished houging while thev are in tha Fiald Far the wirmnce
of fanilitating the chirctives of thic Article, Pxrant ae
provided in Article XTV. anv and all information nhtained

bv the Government or its represmtatives Wsranundar thall be

Yent confidential with resvect o the Contract Aren and
shall not be disclosed during the term of thiv Agreamant

‘without the prior written consent of BGPC and CON.

TRACTOR..
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ARTICLE XVI1

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLAIC OF EGYPT PERSONNEL

It 15 the desire of EGPC and CONTRACTOR that
operations hereunder he conducted in a  businessiike

and efficient manner.

1. The expatriate administrative, professional and

technical personne! employed by CONTRAC-| '

TOR and QAPETCO and the personnel of it
contractors for the conduct of the operauons here-
under, shall be granted a residence as provided

for in Law No. 89 of 1960, as amended, and the *

work permit for aliens as provided for in the Mi-
nisterial Order No. 9 of 1963, as amendcd, withowut

prejudice to the AR.E. laws and regulations rela- = ¢

ting to public policy or public security.

salarics and wages of the expatnate admunistra-
tive, professional and techinical personne! emplo-
yed by CONTRACTOR or QAPETCO shall be
paid monthly in Egyptian Currency and the
balance may be paid abroad munthly in foraagn
curreacy by CONTRACTOR or QAPETCO.
On fina) repatriation, such personnel shall have
the right to remit abroad in United States Dollars
or other freely convertible currencies the unused
portion of Egyptian Currency in excess of twenty-
five percent {25%) of such personnel’s salary.

CONTRACTOR and QAPETCO shall each sclect
its employees and determine the number thereof to be
nsed for operations hereunder,

CONTRACTOR shall, after consultation with EGPC,
prepare and carry out specialized tmmmg programs
for all its AR E. employees engaged in operations here-
under with respect to applicable aspects of the petro-
leum industry. CONTRACTOR and QAPETCD
will undertake to replace gradually their nonexecutive
expatriate staffs by quahfted nationals as thev are Ava-

ilable.

During the period when CONTRACTOR 1s conduc-

ting Explnranﬂn CONTRACTOR shall give mutuafly |

agrecd mumbers of EGPC emplovees an opportunity
to attend and participate in CONTRACTOR’s and lts

Affitiated Companies’training programs relating v
Exploration and Development operations,

A minimum of twenty-five peroent (25%) of the |
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ARTICLE XVIil

LAWS AND REGULATIONS

L
(a) CONTRACT OR and QAPETCO shall be subject to
Law No. 66 of 1933 (excluding Article 37 thereol] as
amended by Law No. 86 ot {956 and the regulations
-ssped for the implementation thereof, mcluding the
jca the safe and efficicuc performance ol
carried out for the execution of this Agre-
oment and for the conservation of the Petroleum resou-

rces of the A.R.E provided that no such Laws or regu-
) ificats hereof, shall b

¢ provisions of this

!

OAPETCO shall be

CONTRACTOR and
exermpt from all taxes, except as provided in Artcle
111, Paragraph (j) (1) for, income taxcs. with respect
to the extracting, producing, exporting of transporting
of Petroleum hereunder. CONTRACTOR and QA-
PETCO shall also br exempt from any tax on capital

or assets.

(6) EGPC,

1'

The rights and obligations of EGPC and CONTR- |
ACTOR, under and for the effective term of this
Agreemeiits shall be gaverned in accordance

with the provisions of this Agreement
he altered or amended by the mutual agrecmen

the said contracting parties.

()

t of

ontractors  of CONTR- I

chall he subject to the
hich affect them; they
ereunder be subject 0
sssued by the Govemn-
inconsistent '

The contractors and subc
ACTOR and QAPETCO
provisions of this Agreement w
a1l also in their operations h
all regulations which are duly
ment from time to time and which are not

witht the provisions of this Agreement.
ARTICLE XIX

) -

RIGHT OF REQUISITION
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In case of national emergency due to war ox imminent
expectation thereof or In case of national emergency
due to internal cavses, the Government may Tequsi-
tion all or a part ol e Production'{rom the Contract
Arca obtained herexmder and require QAPETCO to

ncrease such productiod [0 the utmost EOﬁiblB
maximum. The Government may also requisition the
Petroleum field iteedf and, if nocesRary.

fes-

(a)

related facili- |
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() In all such cases, such requisition shall not be of fected
except after inviting EGPG and CONTRACTOR or
their representatatives by registcred letter, with
acknowledgment of receipt. to express their wews

with respect to such requisition.

Ministerial Order- Any requisiticn of the Petroleum
ficld itself, or any related facilites, shall be cffected
by a Presidential Decree duly natified to EGPC and
CONTRACTOR.

In the event of any requisition as provided above, the
Governraent shall indemnify in full EGPC and
CONTRACTOR for the period dunng which the

requisition iy maintained., including -

()

| All damages which result from such requisition;

> Full payment cach month or part thereof for all
Petroleum extracted by the Government less the
royalty share of such Petroieum ; and

1. Other obligatons of FEGPC and CONTR-

ACTOR he;mdcr-

However, any damage resuiting from enemy attack
< not within the meaning of this subparagraph {d)-

Payment hereunder shall be made to CONTRACTOR

s United States Dollars remittable abroad. The pricss
paid to CONTRACTOR for Petroleum taken shall
be calculated in accordancce with Article V1L
Paragraph (c).

(¢)

ARTICLE XX

ASSIGNMENT

{a) Either EGPC or CONTRACTOR shall have the
right to assien in whole oriin part its rights, privileges.
duties and obligations under this Agreement to third
parties, provided that :

1. The assignec shall be technically and financially
competent,

The Assignor shall remain jointly and severally
liable with the assigner for the performance of
the obligations and duties of the assignor here-
ander, except for comvlete withdrawal vnder the
provisions of Article TTT (b).

2.

The requisition of production shall be effected by
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3. The Government approval to the assignment
shall be first obtained, such approval not to be
unreasonably withheld:

The instrument of assignment must  include
provisions statiﬁg precisely that the assignee is
bound by all terms and provisions contained i
this Agreement and any modifications or additions
m writing that up to such time may have hecen
made. A draft of such mstrument of assignment
shall be submitted to the Govermment before
being formally executed,

3, The obligations of the assignor ansing from this
Agreement must have been duly fuifilled up to
the date such request 1§ made or assigmor and
assignee shall remain jointly and severallv lizbie
for the fulfil'ment of any existing obligations of
astignor under this Agreement.

Any agignment made purscant to the provisions of this
Article or Article ITI (b) above shall be free of anv
transfer or related taxes, duties, charges or fees and
shall be made without the payment of any other

consideration by cither the assignor or assignee to the
Government or EGPC.

In the event another company or companies should
hecome a party to this Agreement, such parties and
the present paries to the Agreement shall ahvays
have the right without any further approvals required
to assign all or part of their interest, hereunder to each
other or to Affiliated Companies and to assign all of
their interest hereunder to the other Parties comprising
CONTRACTOR pursuant 1o the withdrawal provisi-
ons of Article I1I (b) above

ARTICLE XXI

BREACH OF AGREEMENT AND
POWER TO CANCEL

Subject to the provisions of Paragraph (b) of this
Article XX, the Government shall have the right to
cancel this Agreement hv order or Presidential Decree
with respect to CONTRACTOR m the following

IRStances

1. If it know'ngly has suhmitted any fa'se statements
to the Government which were of a material
consideration for the execution of this Agree-
meat ;
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If it assigns any iterest hereunder contrary to the

provisions of Asticle XX hereof ;

N

If it is adjudicated bankrup: by a court of comp-
etent jurisdiction;

{f it does mot comply with any final decision
reached as the result of court proceedings conduct-
-d under Article XXII1, Paragraph {a) here-
under;

{f it intentionally extracts any mineral other than
Perolewn 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 hercunder
accordance with accepted petroleum mgdustry
practice and which shall be notified to the
Government or its represcntative as $o0n as

possible; and

[f it commits any material breach of this Agree- |

ment or of the provisions of Law No. 66 of 1353,
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as amended by Law No. 86 of 1656, which are
not inconsistent with the provisions of this Agree-
ment.  Such cancellation shall take place with-
out prejudice to any rights whick may have
accried to the Government against CONTRA-
CTOR in accordance with the provisions of this
Agreement ; and, in the event of such Cancelia-
tion, CONTRACTOR shall have the right to
remove from the Contract Area or Develop—en:
Area all its personal property.

(b) If the Government decros that one of the aforcsaid
causes (other than a Force Majeure cause referred to
in Article XXII hereof) exists to cancel this Agree- § L5 a0 Bt el 3 Al 3 e S )
ment, the Government shall give CONTRACTOR i B :
ninety (90) days written notice personally served on
CONTRACTOR’s President in the legally offical
manner and receipt of which shall be acknowledged

by him or by his legal agents, to remedy and
remove such cause: but if for any reason such scrvice
is impossible duc to unnotified change of address,
publication in the Official Journal of the Govern-
ment of such notice shall be considered as validly
served upon CONTRACTOR. If at the end of said

ninety (90} days® notice period such cause has not been |

remedied and removed, this Agreement may be can-
celled forthwith by Order or Presidential Decree as
aforesaid; provided, however, that if such cause, or i i S 3% ol U5y £ 5l e LW od a1
the failure to remedy or romove such cause remulits
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.from any act or ommission of one party, cancellation

of this Agreement shall be effective only as against
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that Party and not against the other party (tes) hereto.

ARTICLE XXIi1

FORCE MAJEURE

(@) The nonperformance or delay in performance by
EGPC and CONTRACTOR or cither of them of
any obligation under this Agreement shall be excused
if, and to the extent that, such nenperformance or
delay is caused by Force Majeure: The period of
any such nonperformance or delay, together with such
period as may be necessary for the restoration of any
damage done during such delay, shall be added to the
time given in this Agreement for the performance of
such obligation and for the performance of any obli-
gation dependent thereon and consequently to the term
of this Agreement but only with to the Block

or Blocks affected. All obligations of CONTRAG-
TOR under this Agreement shall be reduced propo-
rtionately for the duration-of, “Force Majeure”™.

() “Force Majeure” within the meamng of this Article

XXIT shall be :

|. Any order, regulation or direction of the Govern-

ment of the Arab Republic of Egypt, or the
Government of the United States of America
with repect to CONTRACTOR whether promul-
gated in the from of Law or otherwise-

Any act of God, msurrection, riot, war strike
and other labor disturbances, fire, floods or other
causes not due to the fault or negligence of EGFC
or CONTRACTOR or either of them, whether
or not simdar to the faregoing, provided that
any such cause is beyond the reasonable control
of EGPC and CONTRACTOR or either of them.

ot

(¢} Without prejudice to the above and except as may be

otherwise provided for in this Agreement, the Goven-
ment shall incur no respansibility whatsoever to EGF<.
and CONTRACTOR, or ecither of them, for any
damages, restrictons or loss arismg in consequence of

such case of Force Majeure, except a Force Majeure | - = o)y -
AR it | R | R | PR VS S TR
caused by the order, regulation or direction of the A ks Lt L ali g inl

Government of the Arab Repubtic of Egypt.
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If the Foree Majeure event oconrs during any one of
the Exploration Phases provided for i Article 111 (b)
above and continues in effect for a perod of two {2)
vears, CONTRACGTOR shall have the opuon, upon.
nincty (0) days prior written notice to EGPC, tw
teymunate 13 obligations hereunder with respect to
such aforesnid Exploration Phases without farther
liability of any kind and the guaranty st forth in |
Annex “C" hereto, if still in force, shall be automati-
cally cancelled and £GPC shall so notify the Guarn-
tor 10 release said Guaranty

ARTICLE XX 111
DISPUTES AND ARBITRATION

Any dispute atising between the Governunent and the
the Parties with respect o the interpretation, appli- |
cation or execution of this Agreement shall he referred
to the jurisdiction of the appropriate ARE. Courts.

Any, dispute arising between CONTRACTOR and |
EGPC in comnection with the presenc Agreement
shall be finally settled by arbitration: The arbitration
shall be held at Stookholm, Sweden, and conducted
in accordance with the Rules of Conciliation and
Arhitration of the Intemational Chamber of Comm- {
erce- In the event no applicable provisions are cont. &!
“ained in such Rules, the Arbitrators shaif establish
thier own procedures,

The asbitzation shall be midated by cither Party |
giving noitce to the other party that it dects to refer
the dispute 10 arbitration and that such Party (here- |
inafter referred to as the “First Party”) has appoin-
ted an Arbitrator who shall be identified 11 said notice. -
The other party (hercinafter referved o as the
“Second Party”) within fifteen (15) days, shall notify
First Party in writing, identifying the Arbitrator
that it has selected. |

1f the Second Party does not appoint its Arbitrator |
as aforesaid, the First Party shall have the mght to
apply to the Court of Arbitration of the International

Chamber of Commerce to appoint a second arbitrator- |
The two Arbitrators, shall, within thirty (30 days,
select a third Arbitrator, failing whicl the third Arbi-
trator shall be appointed by the Court of Arbitration
of the Intermatiomal Chamber of Commerce at the reqg-
nest of cither Party.
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(¢} The third Arhitrator mut be a citizen of a country

(F)

(g) Pending the decision or award, the opu'atimsmi.:;t:i..l'- dﬁ!ivh:g_;'i

(h)

. (@)

)

(*)

other than the A.RE., or the US.A. and a country
which has diplomatic relations with the A-R.E., and

the UJ.S-A. and shall have no economic mtexrest 1o the
oil business of the ARE., or the J.S.A. nor the
signatories hereto.

The Parties shall extend to the Arbitration board all
facilitics (including access to the Petroleum operations) |
for obtaining any information requested dor the proper
deterraination of the dispute. The absence or default
of any pacty to the arbitration shall not be permitted

to prevent or hinder the arbitration procedure in any
or all of 1ts stages. |

activities which have given rise to the arbitration need

oot be discontinued. In the event the decision or award

recognizes that the complaint was justified, provision
may be made therin for such reparation as may ap-
proptiately be made in favor of the complainant.

Judgment in the award rendered may be entered m
any court having jurisdiction or application may be
made to such court for a judicial acceptance of the
award and an order of enforcement, as the case may
be. '

|

The parties desire that, wherever appropriate, deci-
sions and awards shall specify a time for comp-
liance therewith.

The provisions of the Agrecment relating to arbitra- $ - .. . i :
tiop shall contirue in foree notwithstanding the ALY s S

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 |
acoount their different nationalities, this Agreement
for guch arbitration shall be given effect and shall be
interpreted and applicd in conformity with prn-
ciples of law common to the ARE., and the United
States of America and, in the absence of such common
principles, then in conformity with the principles of
law normally recognized by civilized nations m
genernl.
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ARTICLYE XXIV

STATUS OF PARTIES

2} 'The right, duties, obligations and liabilities in respect

of EGPC. and CONTRACTOR hercunder shatl be
several and not joint or collective; it being under-
stood that this Agrecment shall not be construed as
constituting an association or corporation or partaer-
ship-

CONTRACTOR shall be subject to the laws of the
state of Delaware, U.S.A., regarding its Legal Status
or creation, organization, charter, by-laws, shareh-
olding and ownership.

CONTRACTOR'S shares of capital which are
entirely held abroad shall not be negotiable in the
A.R.E. and shall not be offered for public subscrip-

 tion nor shall they be subject tO any stamp fax on

capital shares mor any tax or duty in the A-RE.

" CONTRACTOR shall be exempt from the applica

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

ARTICLE XXV

LOCAL CONTRACTOR AND LOCALLY
 MANUFACTURED MATERIAL

CONTRACTOR or QAPETCO. as the casc may be,
and their cantractors shall :

(a)

(b)

¥

Give priority to local contractors as long as their
prices and performances are comparable with mter-
national prices and performance. CONTRACTOR
and QAPETCO shail, however, subject to the prece-
ding sentence, be exempt from the provisions of Fresi-
dential Decree No. 1868 of 1974, as amended.

Give preference to locally manufactured material,
equipment, machinery and oconsumables so long as

~ their quality and time of dehivery are comparable to

internationally available materials, equipment, ma-
chinery and consumables. However, such material,

il
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equipment, machinery and consumablcs may be im-
ported fur operations conducted hercunder if the local

pricc of such items at CONTRACOTK’s or QAPE-
TCO’s operating base in the A-R.E. 35 more than ten
percent (10%) higher than the price of such imported
items before custems duties, hut after transportation

and insurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

The Arabic version of this Apreement shall, before the
Courts of the A.R.E., be referred to in construing or inter-
preting this Agreement ; provided, however, that in any
arbitration pursuant to Article XX11I hereimnabove between
EGPC and CONTRACLTOR, the English version shall

also be used with equal weight and authonty to construe
or mterpret this Agreement. '

ARTICLE XXVI1

GAS

Without prejudice to the provisions of Article ITX (b}, 111 {e)
and 111 {g}), in the event Gas is discovered, then EGPC and
CONTRACTOR shall in good faith study ai possible econo-
mio alternatives for its use and decide, subject to Article 111
(g), on the best alternative for EGPC and CONTRACTOR
jointdy. Both EGPG and CONTRACTOR shall use their
best efforts to reach a mutually satisfactory understanding
as to the disposition of such Gas. it is understond, however,
that any Gas not exported outside the AR E. in a biquid or
solid state or not used in operations {(including reinjection),
shall unless otherwise agreed be the property of EGPC and
shall be at its free disposal at no oost. 1t 1s further under-
stood that CONTRACTOR shall not incur any additional
costs as a result of EGPC taking such Gas and that CONT-
RACTOR, shall have the right to flare reasonable amounts
of associated Gas in the event EGPG has not elected to dis-

pose of the Gas.
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ARTICLE XXV1II

N

GENERAL

The headings or titdes of each of the Articles to this Ag-
reement are solely for the convenicnce of the Parties hereto

and shall not be used with respect to the interpretation or
construotion of said Articles,

ARTICLE XXIX

APPROVAL OF THE ARE. GOVERNMENT

This agreement shall not be binding upon any of the Par-
ties hereto unless and until a law is issued by the competent
authorities of the AR.E. authorizing the Minister of Pet-
roleurmn to sign said Agrcement and giving this Agreement
full force and effect of law notwithstanding any counter-
vailmy povernmental enactment including but not limnited
to Law No.-66 of 1953, as amended, and the Agreement is
signed by the Government, EGPC and CONTRACTOR.

IN WITNESS WHEREQYF, the Parties hereunto caused
this Concession Agreement to be dully executed by their
authorized representatives as of the date and year first
written above,

GOVERNMENT OF THE ARAB REPUBLIC OF
EGYPT

BY

EGYPTION GENERAL FETROLEUM CORPORA-
TION

BY

CONOCQ SUEZ LIMITED

8Y
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ANNEX “A”

EL QA PLAIN

CONCESSION AGREEMENT

DESCRIPTION OF THE AREA

Annex “B” is a provisional illustrative map on the gcale
of 1:500,000 including the Area covered and affected by 1his

Agrecment.

This Area measures approximately 866 sq km and 15 com-

posed of all or part of 8 Exploration Blecks, each compiete

Block of which is six (6) minutes latitude by six(6) mmutes

longitude, or approximatcly one hundred {100) sq kn of sur-

face area,more or less.

d that the delineation lines of the individual

Itis to be note
Exploration Rlocks in Annex “B” are intended to be only

lustrative and provisional and do not show
existing monuments and geogra-

accurately their
true position in relation 10
phical features.

The Area is bounded by a group of straight lines. The
coordinates of the comer points of the Arca arc given i
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ANNEX “C”

LETTER OF GUARANTY

LETTER OF GUARANTY NO-

EGYPTIAN GENERAL PETROLEUM CORPORAT-
ION

Gentdemen :

'The undersigned (Cairo,
as Guarantor, hereby guarantees to the Egyptian General
Petrolewm Corporation {(hereinafcer referred to as “EGPC”)
to the limit of Seventeen Million Dotlars ($17,000,0001 m
Unjted States Currency the performance by CONQOCO
SUEZ LIMITED {(hereinafter referred to as “CONTR-
ACTOR™) of its cbligations required for exp oration Activi-
ties during the first four (4) years (Phase 1) as provided
under Article IV of that certain concession Agrcement
(hereinafter referred to as the “Concession Agreement”)
covering that Area described in Annex “A” and Annex
“B" of said Concession Agreement, by and between the

ARAB REPUBLIC of EGYPT (hercinafter 1eferred to as

“ARI.™, EGPC and CONTRACTOR.

It is understood that this Guaranty and the liability of

the Guarantor herunder shall be reduced quarterly during
the period of expenditure of the said Seventeen Million
United States Dollars {$17.000,000) by the amount of
money expended by CONTRACTOR dor sush exploration
Activities during each quarter. Each such reduction shall
be established hv the joint written statement of EGPC and

CONTRACTOR.

In the event of a ctaim by EGPC of nonperformanre or
mrrender of the Concession Agreement on the part of
CONTRACTOR prior to the fulfilment of said minin-
wn Fynendimre chlication onder Article TV of the Con-
ression Agreement. there shall be no Yiahility on the under-
Gomed Chmavantar for pavment to EGPC nnless and vntil
awh lishiYitvy hae hern petabliched Fw the jrfnt writtrn
ciatement of FOPO and CONTRACTOR  setting forth

the amount due under the Concession Agreement.
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It ts a further condition of this Letter of Guaranty that : |

(1) This Letter of Guaranty will be come available only

provided that the undcr%gned Guarantor will havc bzen
informed in writing by the CONTRACTOR and EGPC

that the Concesson Agreement between the AR.E, EGFPC
and CONTRACTOR has become cffeclive according to
its terms, and said Guaranty shall be delivered and become
effective as of the Commencement Date of said Conces-

sion Agrecment.

(2) This Letter of Guaranty shal expire at such time as
the total of the amounts shown on the quarterly joint
statements of EGPC and CONTRACTOR referred to

above equals or exceeds the amount of said mimmum |

expenditure obligation of Phase I under Article IV of the
Concession Agreement

(3} Consequently, any claim in respect thereof should be
made to the Guarantor prior to the expiration dat¢ accom-
panied by EGPC’s written statement setting forth the
amount of under expenditure by CONTRACTOR to the
effect that :

() CONTRACTOR has failed to perform its expen-
diture obligations refcrred to in this Guaranty; and

(b)) CONTRACTOR has failed to pay the expendi-
ture deficiency to EGPC-

Please return this Letter of Guaranty to us upon the
expiry date-

Yours fﬁit.hfully,

 (BANK)
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ANNEX “D*

N

CHARTER OF
EL QA PLAIN PETROLEUM COMPANY

ARTICLE 1

A joint stock company having the nationality of the ARAB

REPUBLIC OF EGYPT shall be formed with the autho-
rizaticn of the Government i accordance with the provi-
cions of the Concession Agreement referred to below and

of this Charter.

The Company shall be subject to all laws and reaulations
in force 1n the A.-R.E.., to the extent that such laws and re-
gulations are not inconsistcnt with the provisions of this
Charter or the Concession Agreement referred to below.

ARTICLE II

The name of the Cempany és “EL QA PLAIN PET-
ROLEUM COMPANY” abbreviated as “QAPETCQO”.

ARTICLE IIl

The Head office of QAPETCO shall be in Cairo in uw
ARE,

ARTICLE IV

The object of QATETCO 1s to act as the agency
through which EGPC and CONTRACTOR caiTy out anu
conduct the Development operations required in acCoruativ
with the provisions of the Concession Agreement signed Ot
the Seventh day of June, 1979 by and between the ARAJ
REPUBLIC OF EGYPT, the EGYPTIAN GENERAL
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PETROLEUM CORPORATION and CONOCO SUEZ
LIMITD, covering Petrolenm operations in the Arca des-
cribed therein. Wherever in this Charter the term “CON-
TRACTOR” is used, the same shall have the same meaning
as used in Article I (w) of the Cornicession Agreement.
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QAPETCO shall also be the agency to carry out and | 2y ¢ ol uw

conduct Exploration operations after the date of Comme-

rcial Discovery pursuant w CONTRACTOR’s Work Pro-

gram and Budget approved m accordance with the Con-
cession Agreement.

QAPETCO shall kevp account of all costs, expenses and
~expenditures for such operations vnder the terms of the
Concession Agreement and Annex “E” thereto

QAPETCO shall not engage in any business or under-
- take any activity beyond the performance of said operations
unless otherwise agreed vpon by EGPC and CONTRAC-

i TOR.

ARTICLE V

The authorized capital of QAPETCO is Thirty Thous-
and Pounds Egyptian (L.E. 30,000} divided into six thous-
and {6,000) shares of common stock with a value of Five
Pounds Egyptian (L.E.5) per share having equal voting
nghts, fully paid up and nonassessable,

EGPC shall pay for, held and own, throughout the life
"6f QAPETCO referved to above. three thousand (3,000)
shares of said common stock of QAPETCO, CONTRAG-
TOR shall pay for, hnld and own, throughout the Life ul
QAPETCO referred to above, three thousand (3,000)
shares of commmon stock of QAPETCO. Notwithstanding
the foregoing, only in the event that a Party to the Concess-

l
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Jdon Agreement should transfer or assign a peroentage of or

all of 1ts rights, title and ineterest in the entirety of the Con-
\ Cession Agreement, may such transferring or assigning Party
- transfer or assgin any of the capital stock of QAPETCO
- and, in that event, such transferring or assigning Party (and

its successors and assions) must transfer and assign a stock
nterest in QAPETCO equal to the transferred or assigned
. percentage of cwnership interset in the entirety of the Gon-

_cuuionAgr:cm:n. '
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ARTICLE VI

QAPETCO shall not own any rights, title, interest or
estate in or under the Concession Agreement or in any deve-

* —— ——— ..

oo b i aal L

lopment Lease created thereunder or in any of the Petro- | ~—22 4y 382 6§ 8 Yy 4361 ode 1 & e 5,0 41 Y,

lcumn produced from any development Lease area thereun-
der Or in any of the assets, equipment, or other property
obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or perfoimance of
any of the duties or obligations of either EGPC or CON-
TRACTOR under the Concession Agreement. QAPE-

| g oKL ol Sltoae T J gl 41

TCO shall not make any profit fretn any source whatever.

|

|

ARTICLE VII

QAPETCO shall be no more than an agent for EGPC
and CONTRACTOR. Whenever it s indicated herein

that QAPETCO shall deade, take action or make a pro-
posal and the bike, it is understood that such decision or ju-
dgement is the result of the decision or judgement of EGPC
and CONTRACTOR, as may be required by the Concess-

lon Agreement,

|
ARTICLE VIII

| F

QAPETCO shall have a Board of Directors consisting of
eight (8) members. four (4) of which shall be designated by
EGPC and the other four {4) by CONTRACTOR Tue

Chairman shall be designated by EGPC and shall also be
a managing director. CONTRACTOR shall designate the

General Manager who shail also be a Managing Director. |

ARTICLE IX

Mectings of the Board of Directors shall be valid if a
majority of the Directors are preseat and any decision taken
at such meetings must have the affirmative vote of six (6}
or more of the Directors; provided, huwever, that any Dire-
ctor may be represented and vote by Proxy held by anather

Director.
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ARTICLE X

General Mectings of the shareholders shall be valid if a
majority of the capital stock of QAPETCO is represented
thereat. Any decisions taken at such meetings must have
the affirmative vote of sharcholders owning or representing
a majority of the capital stock ; provided, however, that
any sharcholder may be represented and vote by proxy
held by another shareholder.,

ARTICLE X1

The Board of Directors shali approve the regulations
covering the terms and conditions of employment of the
persormel of QAPETCO employed direcdy by QAPET-
CO. and not assigned thereto by GONTRACTOR and
EGPG.

‘The Board shall, in due course, draw up By-Laws of QA-
PETCO and such By-Laws shall be effective upon being
approved by a General Meeting of the Shareholders in ac-
cordance with the provisions of Article X hereof.

In

ARTICLE XII

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

The duration of QAPRTCO shall be for a period equal
ta the duration of the said Concession Agreerent, nclud-
ing any extension thereof. |

It shall be wound up and ligudated if the Concession
Agreement referred to above is terminated for any reason,
as provided for therem.

EGYPTIAN GENERAL PETROLEUM CORPORT-

TION
BY:

CONOCO SUBZ LIMITED
BY:
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" ANNEX “B”
ACCOUNTING PROCEDURE
ARTICLE I

GEN]

LRAL PROVISIONS

1. Definitions

The definitions contained in Article 1 of the Concess-
ion Agreement shall apply to this Acoounting Proce-
dure and have the same meaning. Certain account-
ing terms heremn used are defined as follows :

. “Agreement” means the Concession Agreement of
which this Annex is a part.
2.  “Non- Operator™ means the parties to the Agreement

other than CONTRACTOR when it is performing
" |

2. Statement of Activity

A. CONTRACTOR or QAPETCO. as the case may
be, shall pursuant to Article IV of the Concession
Agreement, render to non-Operator within (30)
days of the end of nach'quartcr a statement of
Exploration activity reflecting all chaxges and cre-
dits related to the Exploration for that quarter
sumInarized by appropriate classifications indicat-
ive of the nature therof:

B. QAPETCO shall render to EGPG and CONTR-
ACTOR within thirty (30) days of the end of each
guarter a Statement of Development Activity ye-
flecting all charges and credits related to the De-
velopment for that quarter summarized by appro-
priate classifications indicative of the nature the-
reof, except that iteme of controllable material
ind unusual charges shall be detailed.

i
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3. Adjustments and Audits  dasd Ly St (v)

cwndusively be presuned ta be true and comrect oo : . e e
after three (3) months following the receipt of f}l'-“l o = (T'} AN Ay o s e oy i
cach Statement by EGPC unless within the said | Gssh o LS @ e oa et 131 0 L g
three (3) months EGPC tkes written exception ¢ . "~ " D .
thereto pursuant to Article IV {g) of the Concess- | (3) S48 dat )l S2Ul o0 @y ¢ 3,540 421 r)
sion Agreement. During said threc (3) months b 5, 5, S3l1 o2 (#) €091 D s « WY -

period supporting documents will be available __'_’—‘ ;'; ﬁf;g)'_bf-: . J N "I‘
for inspection by EGPC during all working bours, | <42 &1 & leand &l & s 3l a5 G
CONTRACTOR will have the same auditrights | 5, 2 o0 2l L Jled) 5 608 o ool Skl
on QAPETCO Statements as EGPC under this e % I3 e an cl s a3
subparagraph. | » LA s gaTiy S i lg? Aal

A, Each statement of LDaploration Activity shall Somdl DL rﬂ-” oy *':EJS O ¢ Anlels Wiems ¢ e (t)

B. All Statements of Activity for Developinent for any | .2 a3t bl i G 5f ¢ Wbl i ¢ s (L)
quarter shall conclusively be presumed to be true v ot e Glhe ¢ L TL
and correct twentyfour (24) months foliowing Rred Al e CUI 9 Memesy dodas A M S
the receipt of such Statement unless within the | )1 Ll Lyde s 28 150 Y ¢ lgadhnad e 135 { Y8 )
said twenty-four {24} months periad EGPC o . T T TN I
CONTRAGTOR 1akes written cxception thereto, | == { Y& ) rr2alls 20,81 3,75 J3s 415 J,(al
Pending expiration of said twenty-four (24) ‘_,a-i(ft}c,i_,.i-ll_,iuﬂ,'ﬂl a5 eladit ety 5, Al
months, EGPC and CONTRACTOR or both of E el A ] e o Lo <l
oo shall have the right 10 audit QAPETCO | e 21 o 31 &l oo ¥ 0,0 ¢ 5, 54
accounts, records and supporting documents for | lasdiy € s s KB Sbls desd o 4 i)
such quarter in the same manner as provided in @ f 5, SAl @;”L*f‘u;-’-:}l‘

Articte TV of the Concession ernent. : | ) _
e IV {g) of the e Y o () 55 Gl )1 3L G ke o el
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QAPETCO’s books for Development and Exploration, T e L e i} ‘
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to dollars. Any difference resultmg from the appli-
cation of the afaresaid rates of exchange shall be credi-
ted or debited, as the case may be to the operations
under the Concesston Agreement.

Precedence of Documents

in the event of any meonsistency or conflict between
the provisions of this Accounting Procedure and the
provisions of the Concessjon Agreement treating the
same subject differently, the provisings of the Con-
cession Agreement shall prevadl,

Rewision of Accounting Procedure

By mutual agreement between EGPC and CONTRA-
CTOR, this Acmmltmg Procedure may be revised
from time to time in the light of future mngenu:nt:«z

7. No Charge for Intevest on Investment

Interest on Investment shall not, at anv time, be
charged as recoverable cost under the Concession
Agreement.

ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subieot to the prowisions of the Concession Agreement,
CONTRACTOR shall alone bear and .directly or through
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costs and exvenses shall be classified and treated in accor-
dance with Article II of the Concession Agreement.

1. Surface Rights
All direct costs attnbutable to the acquisition, rencwal
or relinquishment of surface rights acquired and main-
tained in force for the Contract Area.
9. Labor
A. Salaries and wages of CONTRACTOR’s, or OA-
PET'CO= ermplovees, as the case mav be, dircotly
engaged in the various activities under the Con-
cession Agreement, Inchuding: salaties and wages
patd 1o geologists and other emmloyees. who are
temmorarily assigned to and rmplnvr-d in such ac-
tivities.
Y. (1} Cost of bousing and untilitics allowances and

reimnbursement of Egyntian Income Tax ap-
plicable to salarics and wages of temporariiv
assignied  expatriate employees chargeable
ander sub-paragraph 2A  and paragraph 9.
11 A and 11 C of this Article IT on an actual |
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(2) For expatnate cmiﬂﬂym permanently assi-
goed to Egypt:

(1) all allowances applicable to salaries and

wages. (2) eost of established plans and (3) 21

travel and relocation costs for such expatriate
employees and their families to and from the
employee’s country or point of origin at the
time of employment, at the time of separa-
Hion as a result of transfer from one location to
another and for vacation. ([Transportation
and relocation costs for employees and their
families transferring from A R-E. to another
location other than their country or point of
origin shall not be charged to ARE. opera-
tions). Gosts under the Sub-Paragraph 2.B
(Q)Mﬁccqualtnsbcty(&ﬁ) percent of sala-
ries, wages and premiums chargeable und-r
Sub-Paragraph 2.4, Paragraph 9 and Sub-
Paragrapbs 11.A and 11.C of this ArticlelL

The peroentage outlined above reflects CON-
TRACTOR’S actual cost as of the Effective
Date with regard to the following benefits,
allowances and costs :

Ciornmodities and Services Allowance
Special Rental Ailowanoe.

Vacation Transportation Allowance.
Vacation Travel Expense Allowance.
Vacation Excess Baggage Allowance.

Education Allowance {(Children of Fx-

patriate’ Employees). _
Hypothetical US. Tax Offset (which

results in a reduction of the chargeable

pemmtagt)‘.
Retirement Plan.

Group Life Insurance.

= BT I SRS SR

~

Group Medical Insurance.

Sickness and Disability.

Vacation Plans Paid (Excluding Alle
wable Vacation Travel Expenses).

10.
11.
12,

1t
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13. Savings Plan.

14. _Edutnﬁﬂnal Assistanoe.

15, Military Service Allowance.

16. FICA

17,
[B.

Waorkmen's Compensation,

TANCE,

19. Personnel Transfer Expense.

20.

fits of a hke nature as established In
CONTRACTOR’s Intemational Poli-

cies, other than those set forth m Article
IL, Paragraph 2 B (1) abaove.

The percentage outlined above shall be
reviewed at intervals of two (2) years from
the Effective Date and at such time CON-
TRACTOR and EGPC will agree on a2 new

percentage to be used under this paragraph.
Revisions of this percentage shall take into
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consideration variances in costs and changes | 8 Sdbaad oy Uonen by CIUCH 3 Oladt 5, SAll

in CONTRATOR'S international policies
which change or exclude any of the above

allowances, benefits or costs or establish new | , . & __,1 ¢ Ladowr o ¢ o3t

allowances and benefits. The revised percen-
tage shall refiect, as nearly as possible, CON-
TRACTOR’s actual costs of all its establish-
edi allowances and henefits and of personnel
transfers.

(. For Expatriate employees temporarily _asigneii 1o
Egypt all allowances. costs of established plans
and all travel and relocation costs for such expat- |

riate as paid in accordance with CONTRAC-
TOR’s international polices.

i

Cost of expenditures or contributions made persu-
ant to law or assessments imposed by Govern-
mental authornity which are applicable to labor
costs of salaries and wages as provided under sub-

paragraphs 24, 2B (1) and (2), Paragraph 9 and
subparagraphs 11A and 11C of this Article IT. \
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3. Employee Bencfiis of National Employees

Bonuses, overtime, oustomary allowances and bene-
fits on a basis simiiar to that prevailing for Oil Com-
panies operating m A-RE_ all as chargeable under
Sub-FParagraph 2.A. Paragraph 9 and Sub-Paragraphs
11A & 11C of this Art. II. Severance pay will be

charges at a fixed rate applied to payrolls which witl |

equal an amount cauivalent to the maximum hability
for severance pavments as required under the ARE.

Labour Law.
4. Material

Material, equinment and supplies purchased or fur-
nished as such by CONTRACTOR. or QAPETCO.

A. Purchases.

Matenal, equipment and supplies purchased
shall be at price paid by CONTRACTOR or QA-
PETCO after deduction of all discounts actually

received.

B. Material Furnished by CONTRACTOR

Matenal required for operations shall be pur-
chased directlv whenever practioable, except that
CONTRACTOR may furnish such matenal from
its affiliates stocks outside the AR.E. under the

following conditions :

1. New Material (Condition “A™)

New Material transfexrted from CON-
TRACTOR’s warehouse or other properties
shall be priced at cost, provided that the oost
of maternal supplied is no higher than mter-
national prices for material of similar quality
supplied on similar termas prevailing at the
timec such material was supnlied.

9 Used Material (Condition “B” and “C")
(a) Material which is in sound and service
able condition and is suitable for re-use
without reconditioning shall be dassified
as Condition “B” and priced at seventy
five pereent (7595} of the price of new

material.

Material which cannot be classified as
Condition “B** but which is serviceable
for original fumation but substantially not
cuitable for reconditioning shall be clas-
gfied as Condition “C” and. priced at
fifty peroent (50%) of the price of new

- maternl.
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(¢} Material which cannot be classified as
Condition “B” or Condition “C™ shall be
priced at a value commensurate with its
use.

(d) Tanks, buildings, and other equipment
involving erection costs shall be charged

at applicable percentage of knocked-

down price.

C. Warranty of Materials Fumnished by CONTRAC-
TOR

CONTRACTOR does not warrant the material
furnished beyond or back of the dealers” or manu-

terial, credit shall not berecorder until adjustment
has been received by CONTRACTOR from mo-

nufacturers or their agents.

L

Transportation

Transporation of employees, equipment, materals
and supplies necessary for the cemduct of activities.
FEmplovees’ transportation costs to the extent covered
by established poticy of CONTRACTOR or QAPET-
CO will include travel expenses for emplovees and their
families to and from the emnlovees: point of origin at
the time of emplovment. at the time of separation and
for vacation. and travelling expenses for emoplovees
and their families incurred as a resalt nf transfer from
one~ loration to another within the A RE.

Transportatinn cnsty for employees and their famdl-
tec from the AR.E. to another lacation other than

‘point of origin shatl not be charged to A.R.E. opera-

tions- | .
Services

' Outmide Services
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utilities procured from third parties.

B. Cost of services performed bv EGPC or by CON-
TRACTOR or their Affiliated Companies in faci-
lities inside or ontude the ARE. Regular, recur-
ring. routine services, such as interpreting magne-
tie tares and/for nther analvsis, thall he merformerl

and chareed hy EAPC and Jor CONTRACTOR

ar their Affiliated Clormpanies at an agreed nrice

Mainr proierts snvolving enginerrine and desien

serviced shall he performed EGP nn'd"a"-nr
OJONTRACTOR or their Affiiated Companics
ut a Degotiated contract amount. Use of EGPC’s
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CONTRACTOR s or their Affiliated Companies’
wholly owned equipment shall be charged at a
rental rate commensurate with the cost of owner-
ship and operation, but not in excess of competitive
rates currently prevailing in the ARE. For Ex-
ploration, CONTRACTOR’s and itz Affiliated
Companies” rates shall not inoude administrative
overhead costs.

7. 'Damages and Losses

All costs or expenses necessarv to replace or repair
darmages or Tosses incurred by fire, flood. storm. theft

acadent or anv oth~r canse not comtrotlahle e CON.
TRACTOR nr GAPEW“ thrnirh  the agercian nf
ressnalle dillisere. CONTRACTOR or NAPY.
T'CO shall fiypnich Nan- Oineratar and anv remainine
Parties comnvidne CONTRACTOR written nntice ~F
Aamaoeg ny Tneeee Inenrred w perrwe nf Ten Thrcand

United Stares Dollars ($ 10006 U.SY ver occur- |
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rerice, As 300N as practieabls after rerenrt of the same
has been received by CONTRACTOR or QAPETCO.

8. Tnsurance and Clayms

The cost of any public Hability, property damage
and other nsurance against Liahilities of CONTRAG-
TOR and QAPETCO to their embloyees and/or
outsiders as may be required by Laws. rufeés and re-
rutations of the Government or as the Parties mav
agrec upon. The proceeds of any such insurance or
claxn collected shall be credited against onerations
If no insurance is carriex] for a narticlar rick. a'l re-
Tated actial expenditres iprurred and vaid bv CON-
TRACTOR or QAPETCO in settfernent of any and
all losses clasms. damawes, judgements and any othe-

expenses, ncluding legal services.

Y. Indirect Expenses
Camp overhead and facilities such as shore base.

warehouses, water systems, road systems, salaries and

expense of field supervisory personne!, field clerks, assi-
stants and other general employees, indirectlv serving }
the Contraoct Area. Such expenses shall be allacated
each month between Exploration and Develonment
according to sound and acceptable accoumting Proce-
dures.

10. Legal Expenses

All costs and expenses of litigation or leral services
otherwise necessary or expedient or the protection of
the Contract Area, including attomey’s fees and expen- |
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under the Conoession Agrec-
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(5) Other departments such as legal, comptrollers |
and engineeripg which contribute time, know-
ledge and expenience to the operation.

The foregoingndoes not preclude chaxging for
direct service under sub paragraph 6B of this
Article IT.

|

While QAPETCO is conducting  activities, }
QAPETCO's personnel engaged in general cleri
cal and office work, supervisors and officers
whose time is generafly spent in the main office
and not in the field, and all employees generally
considered as general and admmisirative and not
charged to other types of expenses, will be chax-
ged to operations. Such expenses shall be allo-
cated each month between Exploration and
Development operations according to  sound
and practicable at:mntmg mcthuds in the pet-
mlmm industry,

iy

Taxes.

All taxes, duties or levies paid i the A RE. by CON-
TRACTOR or QAPETCO with respect to this Con-
cession Arreement other thar those roveved by parag-
raph (j) (17 of Article ITT of the Concesion Asrce-
ment. |

Continutng CONTRACTOR Costs

Costs of CONTRACTOR activitirs required under '
the Concession Agreement and incurred cxcluﬁvcly in
the ARE. after QAPRTCO is formed. WNo mlrs.
expense mcurred outside the AR E. may be recovered
as a ost. |

Olher Expenditures

Any costs, expenses or exnenditures other than those
which are covered and dealt with by the foreroing |
provisions of this Article I incurred by CONTRAC
TOR or QAPETCQ under approved Wark Programs

and Budgets.
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ARTICE JH a9y st L
INVENTORILES S ol
1. Perivdic [nventomes, Notwe and Representadion AR PR A NPTV RS
At reasonable intervals as agreed upon by EGPG

(A dis 15 e KB 6 Dldedl Dl 27
QAPETCO of the operations material which shall | »! s ) > 000 ety 3 ¢ Salilly Lt e 545 L e
_ il:ll:.l‘lldt": E}]l such m?‘te:rial, pbymcal*ﬂmtts. and comstruc- | psl, (ol pgars - LELaN Sles il Aol v\ 4
ton projects. Wntten notice of intention to take in- { T T . L
ventory shall be given by QAPLTCO to EGPC and | oD &) b 33 22 V3 Ly 415 Jolls 91 e S
CONTRACTOR at least thirty {30) days before any | S 4 .= lap! o Jolilly 4Ll il ¢ 34 e o (tre
ventory is taken. Failurc of EGPC and/or CON- Jt gp e 212 *’f‘-’" - o "h - -(,)
sy ;J_,:..flk Li femd Le J_,_m ikl e J___.g:_” o a2l Logudiama

TRACTOR to be represented at an Inventory shall
bind them to accept the Inventory taken by QAPE.- o 8 ) g Ji -,_f;b u’l"’ P Jladl sde 32 _,,C.»‘La Gﬁ-"i |
‘Mcﬁ_eéﬂidﬁldlﬂlﬂi

and. CONTRACTOR, inventories shall be taken by

TCO. who shall, in that event, furnish the Party not
represented with a copy thereof.

2 Reconciliation and Adjustment of Inventories

Reconciliation of inventory shall be made by GOIN'T-
RACTOR and EGPC, and a list of averages and shr
rtages shall be jointly determined by QAPETCO and
CONTRACTOR and EGPC, and the inventory adju-
sted by QAPETCO.

Jalills o0 g A2l 8b s ol bl a2
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ARTICLE IV dwt st b

COST. RECOVERY G sh )

POPRS U Pt PP SRS S Bz g b gtS — N
| : nj:llﬁjl JIJJ‘.‘....-\}L o

1 Statements of Recovery of Costs and of Cosis Reco-

vgry Petroleum

" CONTRACTOR. shall, scparatcly for Grude Qil and
Gas pursuant to Article VII of the Concession Agree-
ment, render to EGPC as promptly as practicable but
not later than thirty (30) days after recoipt from
QAPETCO of the quarterly Statemunts for Develop-
ment and Esploration Activity, a statement for that
quarter showing :

) 2l i L3l I g S gl e o

cﬂ’i G Wl sl aall lLL» ol o g5 sl
o lop () X Solan Ve g 8 o ¢ ofn B
cotly Ladl Bl AW & g o J S0 G putS e

)

(1) Recoverible costs carried from the previous quar- L O o o 11515 2! it @@1 Ly
ter, if any. . oy
s A >Te 1 ¢

(i) Recoverable ocsts for Lthe quarter.

o Al py B S shs zaY1 ot GIET - Y

" - _, tor {3 " ; e
(iit) Total recoverable costs for the quarter, () ¥ (1) VO | 2 OF bzl 4.:2.1_,]1 -._A:]\.C‘Tﬂ Fpetes — Y.

(0 y




2.

72

]

(v} Quantity and value of Cost Recovery Petroleum
taken and separately disposed of by CONTRAC-
TOR for the quarter.

v}  Value of costs recovered for the guarter

i'l!_"’

ava Co gl ve @ (T) ~6 48 s e I 5 ol

p— o

(i} "Toral amounts of .costs recovered. up to the end of
the quarter.

(vil) Amount of recoverable costs carnied into the suc-
cerding quarter, if any.

(vin) Excess, of any, of the value of Cost Recovery Pet-
roleum taken and separately disposcd of by CON-
TRACTOR over costs recovered for the quarter.

Payments

If such statement shows an amount due EGPG, pay-
ment. of that amount shall be made in United States
Dollars by CONTRACTOR to EGPC with the ren-
dition of such statement.

Audit Right

EGPC shall have a period of tweleve (12} months froo.
receipt of any statement under this Article IV in winch
to audit and raise objection to amy such statement.
EGPC and GONTRACTORS, shall agree on any
required adjustment. Supporting documents and
accounts will be available to EGPC duning said
twelve {12) maonth period

ARTICLE V
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CONTROL. AND MAJOR ACCOUNTS

Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obli-
gation Control Acoount and an off-setting contra |
account to control therein the total amount of Explo-

ration expenditures reported on Statements of Activity

prepared per Article 1 2 A hereof, less any reductions
agreed to by EGPC and CONTRACTOR following
written exceptions taken by a Non-Operator pursuant
to Article I 3 A hereof, in order to determine when
miniraumn Exploration obligation have been met.
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2. Cost Recovery Conirol Account

L

CONTRACTOR will establish a Cost Recovery Gon-
trol Account (s) and an off-setting contra account {s)
to conurol therein the amount of cost remainmmg to be
recovered, i anv, the amount of cost recovered, and
the value of lixcess Cost Recovery Petrolenm. if any-

3. Magor Accuunts

For the purpose of classifying costs, expenses and ex-
poneitures for cost recovery as well as for the purpose
of cstablishing when the Exploration obligation has
been met, costs, expenses and expenditures shill be
recardled in major accounts including the following :

Exporation Pxpenditures
Devcdopment Expeiditures {other than O perat.
ing Lxpenses)

Uperating Expenscs

Necessary subaccounts, including those for Tangible and

Intangible Costs, shall be used:

Revenue accounts shall be maintained by CONTRAC-
TOR to the extent necessary fot the controf of rect wery of
costs and the treatment of Cost Recovery Petroleym.
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LETTER AGREEMENT

In reference to the E} Qa Plain Production Shanng
Concession Agreement between the Government ©of the
Arab Republic of Egypt, the Egypuan General Pewolcurn
Corporation and Conoco Suez Limited (CONTRACT OR),
pertaining w Blocks of the Sinan ¥l Qa Flain, our mutual
agrcement, interest and undemianding with respect 10
certain matters relating to the aforesaid Bl Qa Producuon
Sharing Concession Agrcement is as follows .

(1) The Parties hereto expuessly agree to revisc the s
of the aforeswid E} Da Production Sharing Concession
Agreement at such time as U. S Intermal Revenue
Service rules and requirements with respect to Pro-
duction Sharing Agreements are defined. T he revision
of the aforesaid El Qa Production Sharing Goncession
Agreement shall be in a manner that wili satisfy such
rules and requirements, however, it is expressly under-
stood and agreed that the benefits to and economic
impact on each of the Parties will in good faith be
maintained as closely as possible equivalent to those
in the aforesaid El Qa Production Sharing Concession

It 15 understood and agreed that no priority under
Article 7,28 and 40 of of Law No, 66 of 1953, as
amended, can be mvoked by a tiurd party against
CONTRACTOR.

(2)

THE EGYPTIAN GENERAL PETROLEUM CORFO-
RATION

BY :

P oan e

CONOCQ SUEZ LIMITED

BY :
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