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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
Vil GOYERNMENT OF THE ARAB REPUBLIC OF EGVPY

AND

EGYPTIAN GENERAL PETROLEUM CORPORATION
AND

INTERNATIONAL EGYPTIAN Ol COMPANY
IN MAIN BLOCKS 5 & 4

OFFSHORE NORTH WESY SINA! AREA

This agreement, made and entcred mio on this
fifth day of June, 1979 by and between the ARAB
REPURBLIC OF EGYPT (hercinafter referred to
variously as “A.R.E.” or asthe’’ GOVERNMENT )},
the ECYPTIAN GENERAL PETROLEUM COR-
PORATION, a legal entity created by Law No. 167

of 1958 as amended (hereinafter referred 10 as
<EGPC*") and INTERNATIONAL EGYPTIAN OIL

COVIPANY, a company. organized and cxisting
under the Laws of Panama (hereinafter referred to
as “|EOC” or as “CONTRACTOR™).

WITNESSETH

 WHEREAS, Law No. 66 of 1953, as amended,
established that all raw materials, including petrolenm,
existing in mines and quarries in A.R.E., including
the territorial waters, and in the seabed subject to
its jucisdiction and extending beyond the territorial
waters, are the properiy of the State ; and

WHEREAS, EGPC has applied for an exclusive
concession for the exploration, development and
oroduction of petroleum in and throughout the
area referred to in Article 11, and described in Annéx
«A’ and shown approximately on Annex “B”
which are attached hereto and made part hercof;
and *

WHEREAS, CONTRACTOR agrees to under-
take its obligations provided heteinafter as a con-

tractor with respect to the exploration, development
and production of petroleum in said area ; and

'WHEREAS, the GOYERNMENT desires hereby
to grant such concession ; and
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WHEREAS. the Minister of Petroleunt, pur- | -

want to the provisions of Law no. 86 of 1936, may Y e AL - s ST tae AL
aler into i concession agreemenl wilh EGPC and | *u%* o olad] o e 4l ot &, '~

s gl CU&“‘ o ga do il 25 e Gl

sith CONTRACTOR as a contractor for the pct- VNS VR BT I SHNE I 0 Pyl IR S WAL ~Lall Y ol
olenm aperations in the Area hercinafter referred - - ST
D | |
Now . therefore. the partice hereto agrec as follows T ge be e 4318 ol oY o1 gar] s bl
Article ] ( I8 oal )
DEFINITIONS - Sl s
3 <Exploration’” shall include such peological, geo- podals o st C“‘U Jlet deats s QEomby ('i)

physical, acrial and other surveys as may be s G syl ) E_“"“ bt oo o PP
contained in the approved Work Programs and "’ . ”"ﬂxﬂwi b s+ sazadl Sl 3L
Budeets, and the drilling of such shot holes, core et R il S
hnl::hs, stratigraphic tests, holes for the discovery | SV N e o Eij-"-;—-"‘v o i) i
‘of petroleum  or the appraisal of petroleum | 4 . 2 SlasSy o sl des s i punadl il
“discoveries and other rc]at'r:::.l holes and wc-lls, RURS P PR PP R E P WAt PV
and the purchases or acquisition of such supphes, gl Sl e J poand KU T

materials and equipment thercfore, all as may | | T
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be comtained in the apprpved Work Programs | S S Ll s s S oy ¢ U et 2

and Budgets. The verb ‘sexplore’™ means the !ﬂ: Lo B JA.AHJ Ao ;:‘..x..:,..ll QQIJ-:M_, Loal c"_r:
aci of conducting cxplaration. i -

b *Devilopment” shall incl:dc, hut not be fmted | s s JEU e o — JoriS Lz (u)
to. all the operations and activitics pursuant 0 | t - s ey Ewm
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approved Work Programs and Budgets under saualt Sty Joenll el "' _ TR
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and maintenance of eaupment, lines, systems,
(acilitics, plants and related operations, to
produce and upf:rzitc. said wells, to take, save,
treat, haﬁdle.. storc, flare, transport and |
deliver petroleum for export, and to under- f‘-,;ﬁ‘.! o pdecti u"’:"" Al g alis 5 4 izl e sl
take repressuring, recycling and other se- | ¢ 53 Oleg 2ls G530 BolaZuly dhnd B2k} Ll
condary recovery projecls. . a3l 2 % U

¢) Petrolewm™ means hgquid crude oil nf‘ various RS o uj" IR fl&l‘. ca ) olias @ J_,;_jl % (_,,_)
densities, asphalt, gas, casinghead gas and all =" e . -
y ot - N =} . -”I*l] Aatte o clall g € ;_,.ld...n"
other hydrocarbon substances that may be found G5 ¢ Db sensdll o ) e 2 bE
in, and produced, or otherwisc obtained and |zt Lede st AV 6 A4 g S0 shadlt Sl
saved from the area under this' Agreement, and . | &kl o lp o s S Ay h:lﬂ—J_,u*" . sl

all substances that may be extracted therefrom. |, | ol 6 0 o pURHPERFp ) a4
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i) “Liquid Crude Qil’* or **Crude Oil'> means any

hydrocarbon produced from the Area which s
in a liquid state at the wellhead or lease sepa-
rator or which i1s extracted lrom the gas or
casinghead gas in a plant. Such term includes

distillate and condensate

¢y ““Gas’’ 1s natural gas both associated and non-asso-

/)

ciated, and all of its constituent clements produced
trom any well in the Area and all non-hydrocarbon
substances  therein. Said shall
residuc gas.

term include

A <barrel”” shall consist of forty-two (42} United
States gallons, liquid measure, corrected to a
temperature of sixty degrees (60°) Fahrenheit.

g) “Commercial Crude Oil Well’' means the first well

i)

)

on any geological feature which after iesting for a
periocd of thirty (30) consecuhve days where
practical but in any event in accordance with sound
and accepted industry- production practices, and
vertied by EGPC? is found to be capable” of
producing at the average rate of not less than,
iwo thousand five hundred (2,500) barrels of
oil per day, (BOPD) in water depth less than
two hundred (200) metres, and five thousand
(5,000) barrels of oil per day (BOPD) in  water
depth more than two hundred (200) metres.
The date of discovery of a “Commercial Crude
Oil Well” is the datc on which such well is
completed and tested according to the above.

«A R.E.”>means ARAB REPUBLIC OF EGYPT,

«Effective Dat_c” means the date on which the
relevant Law is issued ©or the text of this Agree-

ment is signed by the GOVERNMENT, EGPC
and CQNTRACTOR, whichever is later.

«“Year’® or ‘“Calendar Yeur” means a period of

twelve (12) months according to the Gregorian
Calendar.

k) “Financial .Year’” means the GOVERNMENT’s

financial year starting on January Ist and ending

on December 31st, both datc's'being inclusive.
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) «Tax Year” means the period of twelve (12) | s o1l e 1 58 las « L 21 4l ("J)
months according ta the Gregorian Calendar for 1l o s, 4f o) A gl |
which tax returns or reports are required accor- &, . AL s C.‘L,ulj ol g aaa Elids o gl
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n) An <A {Tiliated Company’’ means a comnany : ;a5 ) sk das LM 5y ( - )
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votes at -tock holders’ meetings of such | -« i 4y o
company. of which is owned dircctly or S s & 2 0dn Sl ager) Ao CL—-‘-:-‘ J

indirectlv by a party hereto ; or bt Y eds B LT ALY S Sl w2 PRI

iy Which is the owner directly or indirectly of | wi—nt s 3ls e 515 2L S oSG
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sharc capital conferring a majority of votes |- . ;. e iy
2t stockholders” meetings of a party here- o E_L‘““-"]d b g ALY &yl L
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jif) Whose share capital cm:‘l‘ferring. 3 MmAority | i, kYD Al Wik A, ?H‘ 56 B v
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a majority of votes at stockholders’ meztings b el Ao gLzl 3 O 5] et 4 il

of a party hereto are owned directly or in- | U I JCUPRP AN TR Fy ' PR VPG e

directly by the same company. - | A el ) Bl
Article 11 (45l ;:Lll )
ES TO THE AGREEMENT ;
ARNNEA S o LAY G_-h

Annex “A” is a description of the Area covered |. . . . e |
R ed by this Agrcement. hereinafter referred | 7 LgaConi 9 Lelonts A i) iy s (1) Goulld

to as the *“Area’. | o @ dikdly o LY oda & ! L,

Anpex “B”' is an ilustrative map on the scale of S . . L,
. 111,000,000 indicating approximately the Area |- orlaliet e g e A 5 g A S (O) Gl

covered and affected by this Agreement and des- oo LeakCors Loty I8 Akl p5 go s il cpd \oenons:
cribed in Annex “A’. - T ‘-’J _C’J" ""’-J‘J“W \easeea 0
- > (V) ol 3 % 40 4l 5 L30EY
Annex “C” is the form of the Letter of Guaranty o

to he issued by Misr International Bank, and to be uj-"m ¥ d——:-'. oy Sl L_.rLL:'l das (_,,.) el
wubmitted by CONTRACTOR at the time of sig- | <l ¢ B odn Je Jodl 559 ad 5 e Jsli _
nature by the Minister of Petroleum of this Agree- |. | e L"l.; oIt g i Jll) aad
ment for the sum of five hundred thousand (500,000 s S M ) Y3 e Y an(seees ) & Ao
1.S. Dollars, guaranteeing the execution of CON- | (& sll il o0 o4 sl i M 18 ey s
TRAC TOR's minimum exploration obligations here- “:J "r:"f__‘)ﬂ ot ‘:}-""1‘ cld blas 400 W41
under for the first ?lne (1) year [%e;:ploratfi_on period. u’-ﬂ‘ Saedl 5525 e A SWY ada 8 S5 ) 1 cadl Sl
Such guaranty shall remain e ective for six (6) | Jo—ndll 3, Sl s omie o 3 . =

months after the end of the said one (I} year period | ., . ~ o mi-uj ety (1) 4 bayas
except as it may be released prior to that time in (Aot o 1) Wi, ,Sall (VY 5,5 305 dw g2t i 3l
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Aaney D" is the form of a Charier ot the opcra-
ting company to be formed as provided for in Article

VI lhereof,
Anmnex “EBE’? is the Accounting Procedure.

Annex <F’’ is a Supplemental Agreenment.

Annexes A, BV, «<C”, «“D”, “E” and i O
to this Agrcement are hereby made part hereef,
and they shail be considered as having equal force
and effect with the provisions of this Agreement,

Article I

GRANT OF RiGHTS AND TERMS

The GOVERNMENT hereby grangs EGPC and

CONTRACTOR, subject to the terms, covenants
and conditions, set out in this  Agreement, which
isofar as they may contradict wiih any provisions
of law no. 66 of 1953, as amended, shall have the

force of Law, an exclusive concession in and to |

the Area described in Annex “A” and approximately
- shiown in Annex “B”.

‘ g} The GOVERNMENT shall own and be entitled,
as hereinafler provided, to’ a royalty i cash
or in kind of ten (10) percent of the total quantity
of Petroleum produced and saved from the
Area during the development period including
renewal, Said -royalty shall be borne and paid
by EGPC and shall notbg the obligation of
CONTRACTOR.

The payment of royaltics by EGPC shall not
be deemed to result in income attributable to

the CONTRACTOR.

An initial cxploration period of one (1) year
hall start from the Effective Date. Two (2
successive extensions to the initial exploration
. period of three {3) years cach shall be granted
(o CONTRACTOR art its option upon nincty
YO days prier wrigen nouce to EGPC and
subieo. only to its havisg 003 s cblig:-
vions nereunder [or the precading penod. lo
the event of a Gas Discovery Well being driled
within the seéventh (7th) year of the exploration
puriod an additional extension shall be granted
1o contractor, if it so requests, for further ap
praisal work.
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The Agrcermmtkshall be terminated if no Commer- | ela)l o Mgt Gamn C‘J 5SSV
cial Crude Oi Well 1s established or no Gas T et e i _
Discovery We!l as to warrant further appraisal o Joo L Gl Les e S S e 511

work is drilled by the end of the seventh (7 th) | a_e s¥codi 5 23 (‘.\,) A it Al ;JL&; 3 AT
vear of the exploration period or upon the comple- oo T T
tion of drilling and testing of any well actvatly Ll b aiig e o af LSty e e
being drilled or tested at the end of the seventh .

_ e il s e [y )l I AR A
(7 th) year of thc cxploration period, but shall g Ao : ) L oo } ‘
not exceed this period by more than six (6) months. PRSI ERe T (1) 4w 8l adn ja'ad VI
Election by EGPC to undertake a sole FsK | 3 ) o s dooh st AT pes ke ol RSRREST
venture under paragraph (c) immediately hereaf- T :'J A

ter shall pot oxiend the cxploration period nor | U2 VLY ¢ Call B 22 A 2 JRAOR WERESUM (_})

affect the termination of this Agreement asto Lol gl asls .
= 4 | oelgmt
CONTRACTOR. dslial 4 It 43R At ke

¢} “Commercial Crude Otl  Discovery . After | s5a8 Joll dpn w pBIE Co sl g bl SV oy (=)
discovery ol a Ccrn1merc131 Crude Oil Well, it 5 Gl e ¢ Bl ol i e
FONTRACTOR shall undertake, as part of | . . = 0 .oy T ¥

ils exploration program.  the appraisal of the "J S o "” pocher e Ob {‘L"ﬂ <o 5\
discovery by diilling one or more additional | ba B S0 50 L, &) sl 5B O PRI
wells to determine whether such discovery T LS LT JRERN s bl el OF Gemlon LSV |
worthy of being developed commercially, taking | ¢ E\_..‘-‘N‘:. o lede Jpnandl bl

Into CL:JI'ESMCI'EL:ILIOI} the recﬂven?blc resrfr:l.ffzs, ‘ JL-_*-";H:;. . LMLLJ ;:}mt el .....JUS’W Lot
production,  pipeltne, and terminal  facilities o N ”- - :""‘"’nﬁz"*] sl
: . . : . . Al L aTaNiae 4 lg 418 4. 2 - T SR

reciuired, estimated crude © oit  prices. and alk | - w2 312 Tk J‘J'Jt“‘: s rl’JI s L ’-’"1“‘]:.1

other relevant technical economic  lactors. ’ tré;“{ azhacl! Lsﬁ-’n”

A Commercial Crude Qi] Discovery mity cosist e e a1 N LS;L'E-'-” GLESYL 5 oS 45

of one preducing reservolr OT a group of produc- S - ) et
ing reservoirs which after appraisal is worthy of A Gl Aol el e de geen o) il sl
being developed commercially. CONTRACTOR =1 leab Jol sl muiha ¢ b log s
shall give notice of a Commercial Crude Oil Disco- 'i;‘ - 2 A 220N e O L!M
very to EGPC immediatcly after the discovery Jotall G OF s 1 44 rléJ'r ol ot GLaS YL
. sonsidered by CONTRACTOR to be worthy of |- NV L 0 b Lo azoes ez Sl 5t 3 .
commercial development but in no event later than | } ;" DT R e :‘\.ﬂﬂi OV 58 48
the completion of the second exploration appraisal Cedb 5 LS oV o Jo- b Ll e 2%
well, or nine (9) months f?]luwmg the ci'ate of | LLsars) @_Jl;' o ad] (*) s e AL T2
discovery of the Commercial Crude Oil Well | - R R L-‘J- R

whichever - is earlier; except that CONTRACTOR L:-:] "’w dm" SNy s bl 4 ) A~
<hall also have the right to give such noticc of | <~ bl e o Ll SE 3 Lt 3ot Jalind
Commercial Crude Qil Well andjor Discovery b Leb of SLaTYL rL;J} g ladll AL

with respect to any reservoir of reservoirs even PR P I [T . G T L <
. - . Lrb' L"I‘ t "
:f the well or wells thereon are not “Commer- 3V o Y

cial” within the definition of ¢Commercial T:lh‘: ~ Ti_-'"" sl o 'f’_Jl?t" G Lo 5 pdoul
Crude Oil Well” if, in its opinion, such reservoir _'_'} — 25 gy o0 — O 131 sy ¢ eiadl s U
or group of resetvoirs considered collectively, 1 dnazzme b Lol Car ol e So ganell o1 el
could be worthy of commercial development. | SR ] P

Following «receipt of such notice, EGPC and | .\ al1, 2o 11 s o 0 Lo
CONTRACTOR shall meet and review all 3i-atly gl a6 RSV 2l whd A
appropriate data with a view to mutually agreeing | sWY' o2 e e ddb Dol .kl 13 .
upon the existence of a Commercial Crude | v "#ﬁ_ﬁ—""J‘L'ﬁ Coladl S L1 Slanss
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il Discovery shall be the d e EGPC and CONT-
RACTOR mutually agrec that a Commercial
Crude Oil Discovery exists. In the event that
no commercial production in segular shinments
Tom o Commerciil Crude Oil Discovery 15 made
within three {3) years, as for that portion of the
Areg iIn water depth of juss than one hundred
(100) metres and withip live (5) years as for that
portion of the Area in waler depth of over one
hundred (100) metres, as of the date of Commer-
cial Crude Oit Discovery, then the block (s)
concerned  with  snch discovery shall immedia-
ly be surrendered. However the period {s)

specified in  this paragraph may, _ by written
approval of EGPC, be extended for additional

L.';JL::J LlL.i'.-'Sl‘ 5 43 JL; Lus \..lji-:“.?d‘“ﬂ“ 4'"'"! t..?’llJ"
Lkt Dlomety gyl il @13 - o) 2l

N8 Ldes sl o bkl el Tas e DYy
sl D o Dl pi (8] eem U 3y 5 (Vo) L
s v Sl cla Gl Celidl Sl s L e
aAs (3 >3doalt .;Ji_:f..::.“ ‘;'I E_,'E_H da ) g 4 s Iem LBT

pertad or periods as EGPC deems appropriale.

In the event (hat the Commercial Crude Oil

Well or subsequent appraisal wells are located
on a seservoir in water depths which preclude

immediate  development (0 the unavailabi-
ity of a deep water production system which
is cenerally recognized ns technically safe and
cconomic, such event shall have the effect provi-
ded for. under ‘Article 22, hercunder.
Oif is discovered but is not deem:d by CONTR-
ACTOR to be a Commercal Crude O Discove-
ry under the above provisions of this paragraph
(), EGPC shall. onc (1) year after the cxpua-
ion of the period specified above within which
CONTRACTOR can give notice of Commer-
cinl Crude Oil  Discovery, or eighteen (18) months
after the completion of a well not considered
a “Commercial Crude Oit Well”, have the right,
[ollowing sixty (60) days notice in writing (o
CONTRACTQOR, at its sole cost, risk and cxpen-

se, o develop, produce and dispoic of all
Crude Qil from the peological feature on which

ihe well has been drilled. Said notice shall
state the specific area covering said geological
fvature to be developed, the wells to be dnlled,
the production facilities to beinstalled and
EGPC’s estimated cost thereof Within thirty
(30) days after receipt of said notice CONTRAC-
TOR, may, in writing, clect to develop such
area as provided for in the case of Commercial
Crude Oil. Discovery hercunder. In such event
all terms of this Agreement shall continue to

(e
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apnly to the specified area. - If CONTRACTOR |alp ob : a- L & W, ~is Jelall s 150,
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from the Crude Oil produced from such specilic | &0 > i wd Lty « &5 i gl Ly Ay

area a quantity of Crude Oil L‘quai i value i ‘w RAT .
to threc hundred (300) nercent of the cost it | < eSSl dolial C’J @

has incurred, CONTRACTOR shall havethe (/e JOlAl g G 54-«-! 3 ol plall .....;_,li

option, oinly 1n the cvent there has besn a scparate ls ¢ | A G
Commercial Crude Oil or Gas Discovery, tO St 0, ol s “ ¥

sharc in further development and production ‘J.n...... &l Gl 5 e Wl (3 L 2y ¢ LA

of that specific arca upon paying EGPC one |
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hundred (100) pereent of such costs incurred | -~ = R ‘- A

by EGPC. Such one hundred (100) percent | Sl oallasy OV & o sandl il gLyl
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thereafter shall be opcrated in accordance with | g & SUbs GlaYl sd_e B & ool Ly ke

the tz=rms hzredf; or (i) alternatively, in the R TR “ . 0 e -
' Sy ) us ¢ wdaW Jlab A
event that at such time EGPC or iis A hliated ( ) 7= o232t 1A ek

Company is conducting all devclopment operations wltl W62 gl 5T cd Jb ells o gt s
in.the arca at its sole cxpense and EGPC elects ] ) s e Lldl o A Ol sl
to continne operating the area shill remain set as'de | ob + SLlaabl plall 8 s ST ol buss

“and CONTRACTOR shall only be entitled to its A Aseni i o Jli é:-:: e ¢ i J.EJ' s
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Following Commercial Crude Qi Discovery the
extent of the whole area capable of production
to be covered by development lease or leases shall
be mutually agreed upon by EGPC and CONT-

RACTOR and be subject to the approval of the

Minister of Petroleum. Such area shall thenbe

converted automatically into a devel: pment lease or
leases without the issuance of any additional legal
instrument or peimission. Development opcrations
thereafter shall be started promptly by Operating
Company and unless EGPC and CONTRACTOR

agree otherwisc, at least one drilling rigshaif be used

- continuously until, in accordance with good oil
feld practices a1 ¢ accepted petroleum en SINEEring

principles, the field is considered to be fully

- developed.

CONTRACTOR shall bear and pay all the costs

and expenses required in carrying out all the ope-
rations under this Agreement, but such costs and

expenses shall not include interest on investment.
CONTRACTOR shall recover such costs and ex-
pense's out of the Petroleum to which ii is entitled
pursuant to the provisions of this Agreement.
During theterm of this Agreement and its renewal,
the total Petroleum production achieved in the
conduct of such operations shall be divided bet-

ween EGPC and CONTRACTOR, pursuant to

the provisions ef this Agresment,

f) 1.CONTRACTOR shall be subject to the laws
in force in the A.R.E. and the political subdi-
visions thereof, which m pose taxes oh or arc
measured by income or profits, including thosc

laws mmposmg the commerical and industria! -

prbﬁts tax, municipal tax, defense tax and natio-
nal sedurity fax on income ﬁilidl dividends paid
with respect to shareholders (l1éreinaﬁer refer-
red to as “A.R.E. Income Taxes™), and except
as otherwise provided in the Aﬁgeﬁent, shal]

Cnmply" with the requirements of such laws with
respect to the filing of returns, -the assessment
of tax and the keeping for review by authorized
persons of books and records.
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Any ARE. Income Taxes as deseribed above
which may be levied against CONTRACTOR s
shareholders us a result of CONTRACTOR s
activities under this Agrrement shall be the
respansibility of EGPC. tt is expressiv agreed
and acknowlkedged that EGPC's share of the
volume of Crude Oil as determined under Art-
icle VI includes a volume of Crude Qil to meet
the CONTRACTOR's A.R.E. Incomc Taxes
vas described above in this paragraph (0) (1).
EGPC agrees that proceeds from such Crude
D1t volumes will be used 1o meet CONTRA-

CTORs Inceme Tax liability in A.R.E. as and -

when due.  EGPC further agrees to use its
rcasonable efforts to timely pay such liabilities

- For the purposes of applying parageaph (F) (1)
of this Article. the total taxable income of
CONTRACTOR in respect of any Tax Year

shall be an amouat calcolated as Follows

;) The total of the sums received by CONTRA-
CTOR from the sale or other disposition of
all Crude Ol acquired by CONTRACTOR
pursnant fto Article VII, paragraphs (a)
and (b); 1.ESS
«) The cosis and expenses of CONTRACTOR
wwhich “are Lllowed to be recovered in the

Tax Year under paragraph (a) of Article
VI, and

(0) The valuc, as  deternuncd in paragraph
(€©) of Articke VI of thc excess Cost
Recovery Crude Oil taken and separately
disposcd of by CONTRACTOR pursuant
to Article VII, paragraph (a) (2) ; PLUS

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

1 EGPC shall dasstune, pay and discharge, on

behall of CONTRACTOR, CONTRACTOR s

A.R.E. Income Taxes out of the sums received
by EGI'C from Lhe sale or other disposition of

its share of thc Crude Oil.
4. EGPC shall furnish to CONTRACTOR the

proper official receipt evidencing the payment of
CONTRACTOR's ARE. | ncome Taxes, within

sixty (60) days following the receipt by EGPC
of CONTRACTOR’s tax declaration for the"
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preceding tax year. Such receipts shall be 15s ued
by the proper Tax Authorities and shall state
the amount and other particulars customary for
such receipts.

In calculating ils- A.R.E. [ncome Taxes, EGPC
shall be entitled to deduct royalties paid Dby
EGPC 1o the GOYERNMENT and the A.R.E.
Income Taxes of CONTRACTOR paid by
EGPC on CONTRACTOR’s behal.

Article I“..Fr

WORK PROGRAM AND EXPENDITURES
DURING EXPLORATION PERIOD

CONTRACTOR shall commence exploration oper-
ations hereunder not later than six (6) months
after the Efiecrive Date. EGPC shall make avail-
able for CONTRACTOR’s use all seismic and
other exploration data in EGPC’s POSSESSIon

with respect to the Area.

The initial exploration period shall be one (1)
year. CONTRACTOR may extend this explor-
ation period for two (2) additional periods of three

. (3) years each, upon 4 thirty (30) days prior written

notice to EGPC subject to its expenditure of its
min mum exploration obligations for each such
period. '

-5

CONTRACTOR shall spend a niinimum of five
hundred thousand {500,000) U.S. Dollars on ex-
ploration operations and act vities related thereto
during the initial one (1) year exploration period.
Foreach of the two (2) three (3) year periods
that CONTRACTOR elec's to extend beyond
the initial explosation period CONTRACTOR
shzll spend a minimum of ten (10} million U.S.
Dollars. B

During the first three (3) year period that CONTR-
ACTOR. elects 1o extend beyond the initial explo-
ration period, CONTRACTOR shall drill two (2)

 Wells if such wells are drilled in water depth less

than two hundred (200) metres or one (1) well if
such well is drilled in water depth more than two

hundred (200) mutres,

Should CONTRACTOR “spend more than the
minimum amount required to be expended during
the initial one (1) year exploration period or
during any period thereafter, the -excess may be
snbiracted from the minimum amount of money re-
quired to be expended by CONTRACTOR during
any succeeding exploration period or periods, as

~ the case may be.
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In case CONTRALCTOR surrenders its explora-

tion obligations in this Agreement as set forth

above before or 2t the end of the initial expiora-
ton peviod ¢f one (1) year, having expended less
ihon the total suir of Bve hundred thousand
(500,000) US. Dollars on exploration, or in the
cvent at the erd «f said initial exploration period
of one (1} year CONTRACTOR has expended
less than said sum :p the Area, an amount equal
to -the differance between the said five hundred
thousand (500,000) U.S. Dollars and the amount
actually spent on cyploration acuwities, shall be
paid by CONTRACTOR to EGPC at the time of
surrendering ov within three (3) months from the
end of the initial ciploration period of one (1)
year, as the case mav be |

Any expenditurs doticiency by CONTRACTOR
at {he end of thﬁ tonrth {4th) year cr at the end of
the seventh (7:h} yeur respectively for the reasons
above-noted, shali similarly reselt in a payment
by CONTRACTUR to EGPC ot such deficiency.
Prov.ded this Agrerment iz stit! in force as to

CONTRACIOR CONTRACTOR shall be enfy-

tled to recover any such payment as exploration
expenditures in the manner provided for under
Article VIl in the cvent of development of commer-

cial production.

Without prejudice to Article XXV, in case no
Cominercial Discovery is established by theend of
the seventh (7th vear, or in case CONTRACTOR
surreniders its exploration obligations under the
Agreement prict to such time, EGPC shall not
bear any of the aforesaid expenses spent by CON-
TRACTOR.

1_1‘ -

o} At least three (3) months prior to the beginniug
of each year or at such other times as may mutual-

ly be agreed to by EGPC and CONTRACTOR,

CONTRACTOR shall prepare an Exploration

Work Program and Budget for the Area setting
forth the exploration operations which CON-

TRACTOR proposes to carry out during the ensu-
ing ycar. During the exploration period such

Work Program and Budpet shall be at {east suffi- -

cient to-satisfy CONTRACTOR’s minimum ex-
penditure obligation for the period it . covers,
taking to account any credits for excess expendi-
tures by CONTRACTOR ih prior exploration
pmuds The E:,.plgratmn Work Program and
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Budpet shall be reviewed by a jont committee
to be established by EGPC and CONTRACTOR
alter the Effective Date of this Agreement. Tlus
Commitiee, hereinafter referred to as the “Ex-
ploration Advisory Committee’”, shall consist of
six (6) members, three (3) of whom shall be ap-
pointed by EGPC and three (3)by CONTRACTOR.

The Chairman of the Expleration Adwvisory
Committee shall be designated by EGFC from
among the members appointed by i The
Exploration advisory Committce shall review aad

give such advise as it deema appropriate wiih res-

nect to the proposed Work Program and Budget

Following review by the Exploration Advisory
Committee, CONTRACTOR shall make sucn
revisions as CONTRACTOR deeims appropriate
and submit the Exploration Work Program and
Budeet to EGPC for its approval. Following such
approval, it is further agreed. that :

iy CONTRACTOR shall not substancially revise
or modify said Work Program and Budgst nor
reduce the app
out the approval of EGPC ;

i) 1 thé event of emergencies involving danger
of loss of lives or property, CONTRACTOR
may expend such additional unbudgeted amou-
nts as may be required to alleviate such danger.
Such expenditures shall be considered iy all
respects as exploration expenditures and shall
be recovered pursuant to the provisions of
Article VII hereof. |

shall advance all necessary
funds for all materials, equipment, supplies,
personnel, administration and operations pursu-
ant to the Exploration Work Program and
Budget and EGPC shall not be responsible to
bear or repay any of the aforesaid costs.

CONTRACTOR shall be responsible for the
preparation and performance of the Explora-
tion Work Program which shall be implemented
in a workmanlike manner and 1n consistence
with good industry practices.
oriate for the processing of data and laboratory
studies thereon, to be made in specialized cen-
tres outside A.R.E., all geological and geophy-

" ical studies, as well as any other studies related

to the performance of this Agreement shall be
made in the A.R.E.

CONTRACTOR shall entrust the management
of exploration operations in the A.R.E. to 1s

technically competent General Manager and  As-

sistant Manager.

roved budgetted expenditure with-

Except, as appro- -
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The names of such Manager and Assistant Manag- | ,a_{t seloss il b LR P P |
er shall, upon appointment, be forthwith notifi- - - Cadls Ly S gl .
ed to the GOVERNMENT and to EGPC. The. | ¢ =l Sebes 135 ;-\il JARM 555 « by o

Manager and, in his absence, the Assistant | g Lo Ll ikt T

Manager, shall be entrusted by CONTRACTOR 3 0b o8 - e
with sufficient powers to carry out immediat- | yAeeai 14 G Lot 415 ﬂv!f: Sl |y 4
cly and comply with all lawful written  diree- | s (a T ;

. . ” - : " A o : k! 141.-..;_4 . -5 H
tions given to them by the GOVERNMENT ;° Py sy ] 4 h"bﬂ*—’“ %L' Lt
or its representative under the terms of this [080; e ol O a0 G gb C:‘I_,i 41 0y 4ty

Agicement or any lawful reeulations issucd ot oy enge : e

' o dslsy S ; o .
hereafler to be issued which arc applicable here- | Sl sde B @SBl UG
under.

CONTRACTOR shall supply EGPC, within |bot (40) como¥ls sl G b & Cll Jalt oy ()
forty-five (45) days from the end of cach cal- j oot Ll L o, @ T S Dl U

endar gquarter, with a Statement of Lxploration | . ° o ‘-"* o @s @ el JU
Activity showing costs incurred by CONTR- |*% @l &l DB Sl \agh b il -2 o
ACTOR  during such quarter. CONTRAC- | eli) s gt mlaz U L5678 4 el i
TOR’S records and necessary supporting docu- - . _ C -
.ments shall be available for inspection by EGPC | Jed! Olelu sWTniy (o1 Q8 Ls-a-e:cll Ll O o
at any time during regular working hours [or s 4o, S 20l e Dl
thrce (3) months from the date of receiving each 'f @J Ot 048 i t“) b ol iz ¢ ol
Statement. |

" Within the threc (3) months from ihe date of i S b b o s Tangs )
receiving such Statcment, EGPC shall advise CON- | ) E"’ kel (v) dh‘:i S e
TRACTOR in writing 1t it counsiders: | DG el BEabs Jollh Gl g (i Sl

. | . ¥
i} that the record of costs 1 not correct 'y o beons ) LA Sl ATy

ii) that the costs of goods or services supplied | 2 5y 35, 01 oLt i pladt GG ST v

are not in linc with the intﬁ:rnational market |, L ]
prices for goods or services of similar auality U Sledsdt C‘L"*ﬂ N Gl Sla .

- supplied on similar terms prevailing at the |oA—® S,y &y safl ) B R LIP3 S P
time such goods or services were supplied, 151 Sl ta_a 4 o al e ¢ olas C:Lé_]
provided, however, that purchases made and | .y, | Lede Joroadl 5 1 o lus ) .

e . ‘ _ . . e L_ri - il 1'.! u...” L_,.ILIH:..%!IJ L_JEJ:___._,“
services performed within A R.E. shall be subject AU |
to Artle XXV O o3 { 3 {_'“"’” (‘{'_‘r"c)

ii) that the condition of the materials furnish- o~ bz Y thﬂ lh-‘*;; ‘_,JT Sl Gt ST
ed by CONTRACTOR does not tally with
theirprices;or & st ¢ syt

—_——————e—— e . =
'

’ :'v) that the costs incurred are not reasonably -u.__...~_ L_..JY ....h._J ._..mnqu u.JLS.,.Jl ot —
required for operations. | o Oldandl & 4ins

CONTRACTOR shall confer with EGPC in | - U A1l e b e e et 4
connection with the .problem thus presented, l‘r” Lows d,ﬁ"” ¢ v Las of Jstalf T
and CONTRACTOR and EGPC shall attempt | J pr J} Yolas Y 3810 Jalad] si 2l Vag &
to reach a settiement which is mutually satis- T _j OV Al OBl e sall e g
factory. If within the time limit of the threg | bbb aly) o o) Dl e LigdD s LGy i

(3) months period provided for in this para- | 2. . A fak Sangs 2t
graph, EGPC has not advised CONTRAC% OR '|hu 3B lele o guailh 50 () S gua & o0l

ol its objection to anystatement, such state ment . : e ey | o
shall be considered as appméd o bl OB ¢ Ol (o e Lot ) 5 24
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g) CONTRACTOR shall supply atl funds necessary
tor its operations in A.R.E. under this Agreement,
in freely convertible cumency from abroad.

CONTRACTOR shall have the right to buy
Fgyptian currency whenever required and the
conversion shall be made at the local banks m
the 'A.R.E,_ according to tiw official A.R.E. Tale
of ¢xchange,

Article V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

Mandatory

At the end of the fourth {4th) vear after the
Effective Date hercof, CONTRACTOR shall relin-
quish. to the GOVERNM ENT a total of twenty iive
(25) percent of the ﬂngmal Area not thr:n converted

(R deve:lﬂpmcut lcase or leases.

Without prejudice to Articles IIf and XXI, at
the end of the exploration period, CONTRACTOR
shall relinguish thc remainder of the original Area
not then cnuvcrted to a development lease or leases
or not then El‘lCOlIlpdSSlng any gpeolcgical feature
aflected by a Commercia! Crude O1) Well or a Gas
Discovery Well as to warrant further appraisal Work.

Volnotary

- CONTRACTOR may, voluntarily, during any per-
iod relinquish all or any part of the Area provided that
at the time of such voluntary relinquishment its financ-
1al obligations for exploration expenditures under Art-
icle IV paragraph (B) have been satisfed for such

period,

Any relinquishments hereunder shall be credited
toward the wandaiory prowsiuns of the above para-
graph.

Fﬁﬂuwing Commercial Discovery, EGPC and

CONTRACTOR shall mutually agree upon any area
to be relinquished thereafier, except for the relingui-
shment provided for above ar the end of the total

exploratmn period.
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Article VI ‘ {“"""'“"J 2wt )
OPERATIONS AFTER COMMERCIAL DISCOVERY |- 5ot LIS Sl

) On Commercial Discovery, EGPC and CONTRA- | Sslills igl o §5 ¢ Sslow Slasl o sl A (l )
CTGR shall form in A.R.E. an operating company (':"'t e o Sllantl f,‘ HE ( £t ) o

which shall be cal'ed NORTH PORT SAID PE- | A

: . il | I VPR s a5 =
TROLEUM COMPANY, hereinafter referred St - o) JHJ_.& JJJ“:U o o . _ﬂ m
to as “NORPETCO" or as “‘Operating Company” | ¢~=>2 Solodeadl LY 521 Ve Ko, » 4
NORPETCO shall be subject to the laws and re- |3l @ (C'TZ'E) 3 L] s 501 WU GO

gulations in force in the A.R.L.to the extent that 7 i ~ C“.r“'.# ol 9l ._u b oo Y )

such laws and regulatmns are not Inconsistent 1 . e |
=3 4 g} PV
with the pmvlﬁlons of this Agrcement oOr the |° b s ul"-? ‘ J'C"..JJ' u'-_:-‘b Ade 5l *_-,SW'Y .

Charter of NORPETCO; however, NORPETCO | 5 ki -0 i a3V ada o 23 ¢ W, g s

shall, for the purpose of this Agrecment, b cx=- |, e e e )
ﬂmptc:d from the following laws and regulatmns “1;‘--—-1‘.5‘ 4J =) '-&d:_-*--:*_-"‘)“t"_r“‘_s o | galt flf.ﬂ

« as now or hereafter amencled or substituted : . Cﬂ o o S e e Jom Lo

-

~Law No. 26 of 1954 concerning certan :provi— s ru_'___w St \aeg &d T (’;J 5 gl _
sions on joint stock companies, partnership and | _ 5 sl I I )
: : : ALl ol s
limited liability companies, as amcnded; | < A ?4..-')‘ e s 3 OB S0 Al _ SIS _t
| | | NPV RWUIT I [PRIPR S URS P U

& . i -
—Law no. 141 of 1983 on Rf:plc entation Dfme- e LC 5 Ol (A Ay o) V4 V;" opldl
loyccs and Workers on the Boards of Companies; iS5y ol Dl Sl g Slonendty S AN 33,05V

o L pleldt LS

—Law no. 60 of 1971 on Public Institutions and s S 3 5B JLJ_;L_ 1ayy 4 ye " o gkl
Public Sector. Uf‘litﬂ, v ] . flﬁ]" CM.“ it J..:_, i, LaJ!

—Law no. 97 nf1976 organising dcnlmgs in foreign ..uJL LalaSi ("L" d'[___, ““ a.) ay V"’ o9l
currencies: - Y
| * (J-—b-
- ——Law no. 48 of 1978 on the Staff Regulations of | calulab el _ﬂ-‘-ﬂ'-' \AVA 4..,J § A f’"’ Sl
Public Companties; ’ .L.H CU“H’

—~Presidential Decree no. 1868 of 1974 rcstricling
some Contractors of Works of the Government
. v ' s ) ‘ _l
to Pub'ic Institut’'ons and Corporations and L L“Jl 3 Oludl o SYHET el an
Pilblic Sector Umits. - | - o ol tllu.ll Sldomgs

ad \AVE Ld VANA c"J PR e LI S g R

) The Charter of NORPETCO s hereto attached oS Lslary!
as Annex “D”. Within thirty (30) days after the ( ) lay ""’ o _,.C.:J_,: :.r'*'“"-h e K"‘)

date of Commcrc:lal Discovery, the Charter shall & ladtElasyl t_’-‘;b At b g (T“*) g 0 4 s

take effect and Operating - Company shall auto- | g
matlca]l_y come into existence, without any fur- Shlelladia SN E ST f.r‘-‘-""w ez 0:‘:.'.

ther procedures. v AT Ol ) STl S o LU S A5G
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¢)

¢) Operanng

Ninety (90) days after the date QOperating Company
comes ipto existence In accordance with para-
graph (b) above, 1t shall prepare a development
Work Program and Budget for the remainder of
the year in which the Commercial Discovery 1s
made; and not later thanthe first (1st)of Se ptember
of said year (or such other date as may be agreed
upon) and the first (1st) of September of each
year thereafter, Operating Company shall prepare
an annual Production Schedule, Work Program
and Budget for the succeeding year. The Produc-
ion Schedule, Work Program and Budget shall
be submitted to the Board of Directors for approval.

~d) Not later than the twentieth (20th) day of cach

month, Operating Company ‘shall furnish to
CONTRACTOR a written estimate for its total

cash requirements for expenditure for the first

half and the second half of the succeeding month
expressed in  U.S. Dollars, having regard to the
approved budget. Such estimate shall take into

consideration any cach expected to be on hand
at month end. | *

Payment for the appropriate period of such
month shall be made to the ‘correspondent bank
designated 1n paragraph (¢) below on the first
day and fiftcenth day respectively, or the next
following bus! ness day, if such day is not a busi-
ness day. -

Company is authorized to keep at-its
own disposal abroad in an account opened with

a correspondent .
Egypt, Calro, the foreign funds advanced by

CONTRACTOR. Withdrawals from said ac-
count shall be used for payment for goods and

serv.ces acquired abroad and for transferring 1o

2 'ocal bank in the A.R.E. the requred amounts
to meet expenditures, n Egyptian - Pounds, for

Operating Company in connection with its activities
under this Agreement. '

Within thirty (30) days after the end of each Fina-

ncial Year, Operating Company shall submit to
the appropriate exchange control authorities in

the A.R.E. a statement, duly certified by a recog-

nized firm of auditors, showing the funds credi-
ted to that account, the disbursements made out
of that secount and the balance outstanding at
the end of the year.
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|. The Operating Company shall render to EGPC
and CONTRACTOR within thirty (30) davs of
the end of each calendar guarte. a Statement-
of Lxploration and Pzvelopment gxpenditures
and actwity during such nnarter,

* CONTRACTOR shali render to LGPC within

2

thirty (30) days of the end cf each calendar
quaiter a Statement of the costs of maintaining
CONTRACTOR s office and any similar cx-
penses incurred and paid by CONTRACTOR

during such quarter.

within three (3) months of the date of receiv-
ing such Statements, EGPC  shall advise
CONTRACTOR in wiriting if it considers :

/) that the record of cosls s not correct,
or |

i) that the costs of goods or services supplil-
ed are not in. linc with the internationa
market prices for goods or services of
similar quality suapplied on simlar terms

~ prevailing at the time such goods or
dervices were supplied, provided, however,
that purchases and services performed
within A.-R.E. shall he sulject to Article
XY, or

i)y  that the condition of the materials fur-

nished by CONTRACTOR does not tally

with their prices, or

)  that the costs incurred and paid are not
reasonably required for operations,

CONTRACTOR shall confer with EGPC in
connection with the problem - thus presented,
and the parties shall atternpt to reach a settle-
ment ~which is mutually satisfactory.. If within
the time limit of the three, (3). months period
provided for in this paragraph,' EGPC bhasnot
advised CONTRACTOR of its objection to
apy Statement, such Statement shall be
considered as _apprm*ed,'

CONTRACTOR shall have the same audit
rights on the Operating Company’s Statements
as FGPC, subject to the same limitation of
time, |

1
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RECOYERY O COSTS AND EXPENSES
AND PRODUCTION SHARING

@) Cost Recovery Crude Oil

) Subject 10 the auditing provisions under this
Aprecment, CONTRACTOR shall  recover
all costs and expenses in respect of all the
exploration, development and related operations
under this Agreement 1o the extent and out of
forty (40) pereant per annum of ell Crude Qi
produced and saved from all development leases
hereunder and not used in petroleum operations.
Such Crude Oil is hereinafter referred to as
“Cost Recovery Crude Oil’’.

Such costs and expenses shall bz recovered
trom Cost Recovery Crude Oif in the following
MUNRer

¥

L

i) All operating expenses, Incurred  aller
hatial  Commercial  Production, which
‘tor the purposes of this Agreement shall
mean the date on which the first regular
shipinent 1s made, shall be recoverable
m the later of the Tax Year in which
such axpenses are incurred or the Tax
Yeur in which Imittal Commercial Produc-
Llon  occurs

Exploration Expenditures, including those
accumulated prior to the commencement
of Intal Commercial Production, which
“for the purposes of this Agireement shall
nmcan the date on which the first regular
shipment is made, shall be recoverable at
the rate of twenty-five (25) percent per
annum starting in the laier of the Tax
Year in which such expenditures are incur-
red or the Tax Year in which Initial
Commercial Production commences.

ii)

Development - Expenditures,  including
those accumulated prior to the commen-
cetent of Imial Commercial Production
shall be recoverable at the rate of twenty
five (25) percent per- annum starting in
the later of the_Tax Year in which such
expenditures are incurred or the
Year i1 which Initial Cemmercia
duction commences, '

fii)

Pro-
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2) CONTRACTOR shall each year take

| actual

i) To the extent that, in 1 Tax Year, costs,
cxpenses  or  expendinures  recoverable..

per paragraphs (i), (i) and () preceding
exceced the wvaluc of all Cost Recovery

Crude Oil for such Tax Year, the cxcess
shall be ciuried forward for recovery in

the next succeeding Tax Year or Yf:-ar:s
until fully recovered; but inno case af-

ter the termination of this Agrecment,
as to CONTRACTOX.

v) For the purpose of determining the clas--
sification of all costs, expenses, and cx-

penditures for their recoverv, the follo-
wing terms shall apply

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

) “Pevelopment  Expenditures” shall mean
all costs and expenses for Development
with the exception ol operating expenses.

1) «Operating  Expenses”™ shall mean all
costs, expenses and expenditures made
after Initial Commercia! Production, which
cosls, expenses and c<penditures are not
normally depreciable.

However operating cxpenses shall  incl-
ude workovers, repairs and maintenance
of assets, but shall not include any of

the followng side tracking, redrilling,
changing the status of a well frem  Oil

well to water well and vice versa, and rep-
lacement of asscls.

and

separately dispose of all Cost Recovery Crude
Qil , produced ( except as provided In

sub-paragraph (a) (3) befow of this Article
VI plus its share of the balance of the Crude
Oil as stipulated in paragraph (b) below of
this Article VII. To the cxient that the value
of the Cost Recovery Crude Oil (as_ deter-
mined in sub-paragraph (¢) below) exceeds the
recoverable costs and expe‘nditures
including any carry forward from paragraph
(a) (1) (iv) above to be recovered in that year,
the value of such excess Cost Rocovery Crude
Qil ectually taken: and scparately disposed of -
by CONTRACTOR shall be paid by CONM-

o
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TRACTOR to EGPC in the manner set s ) aadl Lol Lkl )
forth in Article IV of the Accounting Proce- | ™ - I ( ke
dure contained in Annex “E’°, and CONTRA- | oA rb&l s P g e ’tu“ v ) <Y JJLUI
CTOR shall be deemed 10 have purchased | | T sy -
such excess Cost Recovery Crude Gil. ' sha 2

3) With respect to such excess Cost Recovery | b e S et rL_.:;:“ S il AL

Crude Ol which CONTRACTOR  shall
bc deemed to have purchased (per sub-para-
graph (a) (2) of this Article VII), EGPC shall

be entitled to elect each vear to take up to
filiy (50) percent thereof in kind and thereby

reduce the amount to be purchased by CON-
TRACTOR in the same percentage amount.

b} Production Sharing
The remaining sixty (60) percent of .the Cruds
Oit shall be taken und disposed of separatcly by
EGPC and CONTRACTOR in the following
prﬂpmnﬁns : -

— eighty (80) percent for EGPC and twenty (20)
percent for CONTRACTOR for production

in water depths up to one hundred (100) metres;

— scventy-five (75) percent for EGPC and fwun-
ty-five (25) percent for CONTRACTOR for
production mn water depths between one hun-
dred {100) and two hundred (200) ‘metres;

seventy (70) percent for EGPC and thirty
(30) percent for CONTRACTOR for prod-

uction in water depths over two hundred (200)
metres.

¢) 1)
~ of the quantity of Cost Recovery Crude Qil

to which CONTRACTOR is entitled hereun-

der during each calendar semester, the weigh-

ted average price realized in freely convertible

currency from F.O.B. point of export sales
by either EGPC or CONTRACTOR under
all Crude Qil sales contracts currently In
effect but excluding Crude Oil sales contracts
involving barter, whichever is higher, to non-

affiliated companies during such semester
shall be used. [t 1s understood that in the
case of C.ILF. sales, appropriate deductions

shall be made for tramsport and insurance

For the purposes of determining the value

I
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2y I dureing any calendar semester there arc no Ll il e Shad) sdis e A g \'j i3 . x

such - sales by EGPC or- CONTRACTOR
under Crude Oil sales contracts currently
i eflect, FEGPC and CONTRACTOR shall
meet and mutually agrec upon the price of
Crude Qil to he used in determining the value
mentioned in sub-paragraph (c} (1) above.
Pending such mutual agreement the price
used shall be the last price deterruned pur-
suant 10 sub-paragraph (c) (1), or under this
sub-paragraph  {¢) (2), whichever is later,
and appropriate adjustment will b: made

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

d) Operating Company shall prepare (not less than

ninety (90) days prior to the beginning of cach
calendar semester following regular produciion)
and furnich in writing to CONTRACTOR and
EGPC aforecast, selting out the total quantity
of Petroleum that Operating Company sstimates
can be produced, saved and transported here-
under during such calendar semester in accor-
dance with good oil industry practices. Opera-
ting Company shall endeavour to produce euch
calendar semecster the forecast quantity. The
Crude Oil shall be run to storape tanks con-
structed, maihtained*and operated according to
Government regulations, by Operating Company
in which said Crude Oil shall be metered or other-

wise measured for royalty, and the other purposes
required by this Aarcament

CONTRACTOR shall have the nght and tha'

obligation to separately take and export currently

all of the Crude Qil to which it is entitled as is
determined in accordance with sub-paragraphs
(a) and (b) of this article. Subject to payment of

~ sums due EGPC under Article ViI {(a) (2) and X,

CONTRACTOR shall. bave the right to rctain
abroad all funds acquired by it.abroad inciuding

- the proceeds from the salc of its share of Crude
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TITLE TO ASSETS Sy ALL

@ EGPC  shall become the owner of all assets | \(Qio, b o A e BT QT A e (]

acqured and owned by CONTRACTOR m [ .. = ., o Lo
connection withthe operations carried out by | T~ 5T JsWile ook Y SULIL i 2 L

CONTRACTOR or Operating Company 1in by oLt LA
accordance with the following - S
1) Land shall become the property of EGPC as o L,8 5 sen gl 8 50,4 el o\

secn as it is purchased.

2) Tiile to fixed and movable asseis shall be bans~ | Llae 4 D000y Wl J, A 5500 as
ferred automaticaliy and graduaally from CON- " | ' v
TRACTOR to EGPC as they become subject | HMa.dV abBs oo ke al gl g Jatilh e Ul
to depreciation in accordance with the provi- | | ) | . :
sions of Article VII; however, the full tite to | W Jl8 Jis 25 s c Auli Sl o poad L
fixed and movable assets shall be wansicrred | 2 -0 0 W O T
automatically from CONTRACTOR to FGPC | & &9 G DR oo ol 4,y i) o

- at theend of the year when its total cost has | Wsy LzalG Uean Jyllalt L5 s s, o RV | Py
been recovered by CONTRACTOR m  accor- — S T -
dance with the provisions of Article Vi}, or a1 the LT LYY elaid W 3 LTSN 5L oy
tizae of termination of this Agreement, whichever | CNS
first occurs. | | T

The Book Value of the Assets created duriing such | ALl & 2l L T b ksl JLBD ¢ 5% 3
calendur quarter sh:i.‘:l be -:ﬂmmunicutec.l by CON- | {, 2 (re) N S L G Il g sl Sl
TRACTOR to EGFC or by Operating Com- )
pany to EGPC and CONTRACTOR within thirty
(30) days of the end of each quarter.

Jo¥ S B )T B, OF Bl s
& .
* e 3 Al S ST Sdaed ]

5) During the term of this Agresment and the rene- | 5,0 ¢ Loyaas 5ary 51 sda Ol 40 o537 G (<)
wal period CONTRACTOR and Operating Com- | 5, . .« . . 1 1 v o simen )
] ‘. " )LG-I—--«-I | | Suladb +lail - a
pany are entitled to the full use in the Agrezment N - d *d ‘J_;J l:l,..J Y L:'hw ‘S‘"‘J 5 Jsla
Area, and any other Area approved by EGPC, i 1 3 sTBEU Uhte G Jlaze Wi oyt G1G
of all fixed and movable assets. CONTRACTOR | » d,adls &l J, 3 G ¢ &g b ¢ Al
and EGPC shall not dispose of the same excepl | 3,0 .5 _a d b,uz VI S, J,lli o o s
with agreement of the other, _ " A 'l.."ia-;ﬁ
., v L Loglat
: . l
c¢) CONTRACTOR may freely import into A.R.E., ( g ) S oosns OV G B Jalid 5 ,G (_,_)
use therein and freely export at the end of such use | B3 3,LNl ) bl . ity oS e 0

machinery and equipment which it eitherrents or | .. . _ . ) ] -7
leases in accordance with good industry practices, | s, o ‘dl 055 e A ALl Seleal) wsl i

Articie IX ( i M 351 L ) ’

BONUSES il \

a) CONTRACTOR shall pay to EGPC the sum | ,¥es ((Veereee ) 5, Moo gt 1 Rl c*;--*-:l(‘)
of one million (1,000,000). U.S. Dollars as 2 | 3 _.¢ 1 1 ISP (IR AVIR TR IRV
Bonus upon CONTRACTOR entering into the | L N :J‘ ) S - P
first three (3) year extension to the initial explo- Sl g () S Lo ydis W MNT 5 3 4 s

ration period of one (1) year. - 1 el (V) A by WY a3 A
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bi CONTRACTOR shall also pay to EGPC the | .. ;% EERIZE )_;;:-b C'L‘ P (RN EIVIY (.:é_u_ (t_,,)
S uf_wj'_o miltion (2 000.000) U.5. inlar:& as | L. F_L” IR 1:(:1;‘&};1 samld SEY S SV Y s
. Production Bonus when the average daily pro- o 5 . s . LGN e g L
Juction reaches for the first ume the rate of Gifty - S LS A
theusand  (50.000) barrels per day for .a period
of thirty (30) consecutive producing davs. - o Eb"

> (*f*.) U Y S JL"' (-:_:H 3 By ( Dvuas )

) CONTRACTOR shal' also pay o EGFC the | ‘w\ '-i._:j ot Lils) lales gl Lt Jglal! C_‘,_h {_,_)
1dd tional sum of four million (4,000,000) U.S. + . - 1 sl Sy o ":J 1 ‘Y- | A7)
Dollars as o Production onus when the averige St SN PIEY FE N EEL AR

daily production reaches for the first time the rate oo Y (s (‘:“'5“ o e Joan Ledle Ct” TSRS
of one hundred thousand (100,000) barvels per A S-S VR f;._l 3 lap {(Neeers ) WL s h
dav for a period of thirty (30 conseculive producing e b
o p y (A0} 1 Ul e Y o (ve)
It CONTRACTOR shall aiso pay to EGPC the | o3l o ot Libs! Ll ot Lot el C';‘b (>)
~dditional sum of six million (6,000,000 U.S. | L
Dollars as a Production Bonus when the average |

daily production reaches for the first time the |
‘ate of one hundred and fifty thousand (1500000 | & Jeas ( \Gesas ) WY et 2 gL J1s . J.y

arrcls per dd ; ' f thirty (30) con- SN e L
| b*urcllf. per day l:or a period of thuty (30) con N A CLA " (t"*) W g e r::i,:
secutive producing days.

"

;_L__._,___.:’-_'.'_l.} ;__:l:‘}'_,” ,,_‘_'_,l‘!")'_:_g oy J.'_\J:} {L "e b eees )
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¢! The aforesaid bonuses shall neither -be recovered Lol 5,120 Gl C‘“ 2 et S g N (a)
nor amortized by CONTRACTOR. | o Mo e Jb b LS M) o

fi In the event that EGPC clects to develop any part | @ikl o ¢ &Y o OF 44 :,;_,l:s»l 5h b P 3 (5

of the Area pursuant tﬁn the sole risk I?rows:ﬂna e LU G iyl kst &Y A \ fU:-S' o
of Article III (¢) hercinabove, production from - 2 a

p . PRI - < s . NTEET
«uch sole risk area shall be considered for the 52 ﬁ\{ *"'J“‘“ ol o BV “’E’ ‘ ol (o)
purposes of this Article 1x onlyir CONTRACTOR Pl XY S UNPR VRIS i WS | s QRS RN PRV
exercises its option to share in such production and ELS‘JI s d 3, 3 aie JE 0 131 Y
aTti date s ing nences. = 1 N ells .1 .
starting from the date sad sharing commences TR O "'j‘i g_,:l’ e &3 5,5

-

ICE ERVICE OF NOTICE
CONTRACTOR shall maintain an office in | | o _ : s
A.R.E.at which notices shall be validly served. "'«’I_:‘--’ ‘ (&‘\"E) d LG 4 aas ST Jslsl e Cpad
The General Manager and Assistant Manager el e ;J—uJ1'|3| besmer &1 s Y 4als

dall be entrusted by CONTRACTOR with suffi- N
dent power to carry out immediately and comply ¢ M del ey _(L._-Jl 2kl ssy O Jala 1 Je o

«ith all local written directions given to ‘him by the | sl Slgs o1 : o sl Je i 5 Uit uﬂ Ll
N o N . - -

COVERNMENT or its representative under the o e I AR
erms of this Agreement or any lawtul regulations PN R WY Y F LV RN @A I I 5oLl 4 o

issued or he;caftcr to be issued which are applicable led jdar o ¥ Uyl Cﬂ o BT VS ¢ LY ol 1 m
rereunder and not in conflict with this Agreement. | lows oonT Vg LSS T 4B 5 s ‘1.&1 "_,ﬁ ;‘
| . i SV L5 5 4G s




All matters and notlices shall be deecmed to be
validly served which are left at the Office of the

General Manager or which are sent to him by regi-
stered mail to CONTRACTOR’s Office in A-R.E.

Al matters and notices shall be deemed 1o be
validly served wuich are left at the Oifuce ol the
Chairman of EGPC or which are sent to hin by

Vv L gl Ve J () @b 3 2l — e Jl i

Y4

!
!

G 31 Lo B3l Stbas i LY

J_fkfll s

I_J]_}-“ JD(_.L': .LsJ..Jl J._..“ ._.L\..-rJ‘i 5} _’ri. : (‘L.“ J:_.LU ,d_:ﬁ:”_;
. (o) o

NS W B VARSI 1) P I ORI I e PRI H R H1 iy

YR A SN TR [ YT AP0 | P R PR = O3

repistered mail at EGPC’s main Office in Caire.

Arficle Xl

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

@) Operating  Compauny shall take all proper mea-
sures, ascording to generally accepted methods
in use in the Oil industry, to preveni 10ss Or iwasie
of Pciraleum above or under the ground
forsn during  drilling, producing, gathertng and
distributing or storage operations. The GOVE-
RINMENT has the right to prevent any opara-
tion on any well that it might reasonably expect
would result in loss or damage to the well or the

O Aeld.

'ﬁ

moany

Upon completion of the drilling of a preductive
well, Operating Company shall inform the GOV I:-
RNMENT -or its represcatative of the tune when
the well will be tested and the production rate
ascertained.

b)

Except in instances where multiple producing
formations in the same well can nﬁ!y be produced
economically through a single tubing string,
Petroleum shail not be produced f[rom multiple
Oil carrying zones through one string of tubing
at the same time, except with the prior approval
of the GOYERNMENT or its representative.

Operating Company shall record data regarding
the quantities of Petroleum - and' water produced
monthly from each development lease. Such
data shall be sent to the GOVERNMENT or

its representative on the special forms provided
for that purpose within thirty (30) days after

it is obtained. Daily or weekly statistics regar-
ding the production from the Area shall be avai-

lable at all reasonable times for exmination by
authorized representatives of the GOYERNMENT. -~

!
e sl Gl I s Oy

(526 wabadt 3oL11 )
b ) Lozl FJ.:J‘J_;J,”_'J':UEQHL:;.“

Sl NN A s ) Sl Sl & L (1)
S aadily ¢ dle dia d,d Plagl sy au U
Lo 4) ot wlo R J;J::iiﬂjcicq_}ll'lnt__:
CtS\Ji_, Aadt Slle FUTL}S.I_iL;TUhubfleL_,
R S e P T L R B R A
t_ii?_g?.i_;l.?&d“_g:_;? Lj_,._aizrl...-Jl sds Of ¢ J pina

o Ca Ml Jhem o1 M

¥
L

R &

Sidedb S 8
et L PRSS LI VR EEIPRR I LOURL (PPN o) Ju.pL

5 USLasl L oCa Y A oYl el (2]

Js

B | SPGB T G EIE TS VAR PSCORR AP & P

‘-;H:,_.., n\_;.?l-,.a ulﬁ« JJ-—A—"-‘” -h-'l-: Y‘ *b"‘..', ":-"“;..5 L§ -&""."U
| | * Lq.l:..-o _j‘- L_,ﬂﬁr.” or

ot L o 01 Sl LW &2 ke (o)
| e S o ket s el Ja ) Ol

TS VDU (PRSP | R P LV | PR VN VO R IS
e g ¢ o A g daall a_Lladl sl

¢ SEL edn e J prand 3B e gy (w00 ) 80
o g Y Lokl Loy Y1 oY L )b ShLa Y L
DB ez 3 pemdl) els 5,65 OF o LI

-~ L o e

Lae 48 aus




ST CRE I F B WIL I LIRS L DUV R Y.

iy iyl iyl — g -

e -—— ;T g ey~ b, Tl — = arepf— e " R T I

Dty drnilbg: rarthic Togy N, : - | TR . e
n Daily drilling records and the grathic logs of Sl g 2 ol g La sy Wonaddl LI T O [ »)

aells must show the quantit and tvpe of cement . L ;
w Al d _ . " - Lo~ 4 A I' - -y - - r 1 -
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and the amount of any otiner matcrials vsed u

. I “ y o ¢ . - T - -
he well for the purrose of protecting Peiroto i, Sloadlt wia) A g _""i‘*‘*“"‘ Gt el 4l 4lS
op. hearmyg o fresh water steata | ' - G oLl 51 S alld] -t-i T

Any substantiad - chanpe of mechanical conditi- ) |
ons of the well after its completion should besub- ST e WO Gy B G (g i Y

“get to the approval of the representative of . i e T sl :
e GOVERNMENT. , Sl e Gyl 055 MY
Atticle XII . (s eI

CUSTOMS  EXEMPTIONS u LSl Sy

{ L | ) -"'-H anv ind . “ eiary b .
| EGPC. CONTRACTOR, Operating Company «in ey Sl LSS 2ty Jalindly Cgll e (1)

thetr contracters and  sub-contracfors  cnpaged ‘
in carrying on operations under this  Agreement Sbbell dfn G e gl GBUT L bl

shall be permitted to import and shaii be exempied | 05 yiny . F BN o Sl Yl L3V n.lnc_,..;y

from customs duoties, with rcspect to the impo- g e N o] L T
rtation of machincry, equipment, vehicles, ma- | & 2 Wl okl 45 ! (3 )]

terials, supplies, consumable items, TJoodstufls SHe_Y) e Dbl Sl ol Ll

anfi movable prope ty when certificd byv'a respo WS W& A Al Sy 4aeht,
psible representative of EGPC, 1o be used solely ” M | o
in carrying on operations under this Agrcement. Wloniol | si0de 83, ol el 2 odn cb &l Jyo

JRERL 0 RN TIPS SOt PR I IR W | XYELCI A A N

Y} EFach expatriate employee of CONTRACIOR, | ; ¢ s el X
] - I Sall® rece sl }.K:l
and Operating Company and the said contrac- ¢TI LT o A G- (""')

. NI B T N 1~ TR BN P T - oo
lors and sub-contractors shall be permitted to = ol o Gl sy G sl SULJL AN
mport and shall be exempt from all customs B (s NGB o Flic] & 23 O

ies Wi ' ‘ dniyly Al -l - .
duties with respect to the reasonablc mmportation .mx*_s Al audb gy o101, Lot o1l o J gl

of houschold goods, items, foodstufls and perso- {5y ol . o - . . e
nal effects inc:gluding onc automobile; provided, d_. o _H" 6Bl Sk S Ly A
bowever, that such properties ate imported for | <P (eam=ll Jlaz LU Loyt odm 5ol Ko
the sole use of the employee and his family and | &)5 o G 03, ol 5t Lot & g
provided, further, that no such property 1mported e amariall Al Ly LS & u,
by the employee shall be resold by him in the P LR TR RN ('. —a ) 5 o RITPPURY,

~ A.R.E.except in accordance with GOVERNME- ‘ ekl el

NT regulations , *, Son sl el e —

4 The exemption provided in (a) uf‘ this Article A (1) s Al b e o geacdl slicy] SURY =
shall not apply to any imported itemns when B U U el s _ - T\
EGPC considers and shows that items of the | — D B, L2 AT e S
same, or substantially the same, kind and gquality | ***% -’1L“’ 2 e S delte AL S5
are manufactured locally and are available for | <¥s'l 3 L., 2 540, ¢ Line q

e 2D Lo
purchasc and timely delivery in the AR.E. at [ o0 5% &V ., ( goper ) | e Ll
p . . 4 - A ennd I.T.u.- .

a price not higher than ten (10) percent more 3 5,0 e a0 T 1 |
than the cost of the imported item before customs = T oo LA (\f') b 2o

Fi%- "s i I BT - - .
duties but after transportation and insurnace S S e P L5l r o Jl 6L
costs have been added. . - |
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d) Any of the items imported into the A R.E.

p

K

i

ecither exempt or not exempt from customs dunes,
taxes or unposts uander this Article may be expor-
ted by the importing purty at any time without
the payment of any canori duly, or fnpesl

Used but scoviceable  raatenal,  equipment and
goods resulting from operations hereunder may
be sold wiihun the A.R.E.provided that the
purchasers pay the applicable customs dulies,
luxes or imposts, if any, except if sold to EGPC
or an Afbhated Company of FGPC.

) Material, equipment and goods so damagzd or
used as to be nonserviceable and which are cla-
ssified by CONTRACTOR or Cperating Company
as scrap or junk (any such CONTRACTOR's
appraisal being subject to EGPC approval and

any such Operating Company’s appraisal being

subject to EGPC and CONTRACTOR approval;
may be sold us scrup or junked without nayment
of customs duties, taxes or imposts .

) In the event of such sale under sub-paragraphs
(¢) and (I) above, the proceeds from such
shall be divided in the following maaner ;
CONTRACTOR shail be entitled to  reimburse-
ment of its unrecovered cost, il any, In  such
material or equipment and the excess, if anv.
shall be paid to EGPC .

ex b
Y] T D

Ay “Customs duties™, as used herein, shall include

/)

alt ‘duties, taxes or imposts {except thosec charges
paid to the GOVERNMENT for actual services
rendered), which are payable as a result of tha
importation of the item or items under consicera-

tion .

There shall be no licence required, and CONTR-
ACTOR, EGPC and the respective buyers shall
be exempted from any duty, tax, fec or any other
financial impost in respect of the export of Pe-
troleum hereunder | o

At a reasonable time prior to the  commencement
of Commercial Production EGPC and (CON-
TRACTOR shai meet and agree upon a  proce-
dure for scheduling tanker liftings from the agreed
upon point of expori. :
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Article  XIII
BOOKS OF ACCOUNT ; ACCOUNTING

AND PAYMENT™

-+ EGPC, CONTRACTOR and Opurating . Comp-

any shall each maintain at their bustiness Olfices
in the A.R.E. books cf account. m accordasce
with the Accounting Procedurc . in Annex “EV
and  accepted  accounting  prictices  generally
used in the petrofeum industry, and such other
hooks and records as may bc nceessary to show
the work performed under this  Agreement, -
fuding the anwount and value of all  Priroleum
produced and saved hereunder,  CONTRACTOR
and Operating Compzny shall keep their books
of account and accounting  records m United
States Doliars.
Operating Company shall furnishi to the GOV
" ERNMENT or its representative r:ontily re-
turns showing the amount of Petrolcum .roduced
and saved hereunder. Such' retuvrns  shall be
ptepared in the form required by ths GOVER-
NMENT, or its representative and shall be signed

by the General Manager or by the  Assistant

Manager or a duly designated depuly, cnd deli-
vered to the GOVERNMENT or its represen-
tative within thirty (30) days after the cnd of
the month covered in the return . -

'H) The aforesaid books of “account and cther books |
and records referred to above shall be avallabic
at all reasonable times for inspection by duly
authorized representatives of the GOVERNRMENT.

g CONTRACTOR shall submit to EGIC a Profit
and Loss Statement for the Calendar Ycar not
later than March 15 of the following ycar to
show its net profit or loss from the petroleum
operations uader this Agreement for such year.
CONTRACTOR shall at the same  time subnul 2
vearend Balance Sheet for the same Calendar

Year to EGPC .

Article X1V |
RECORDS, REPORTS AND INSPECTION

4 CONTRACTOR andjor Operating Company
_shall prepare and, at all times while this Agree-
*ment is in force, maintain accurate and current

records of its operations in the Area hercunder.
CONTRACTOR andfor - OperatingCompany
shall furnish the GOVERNMENT or its rep-
resentative, in conformity with aspplicabic regu-
lations or rs the GOVERNMET or iis rcp-
resentative may reasonably require, information

and data concerning its operations under this
Agremeent.
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CONTRACTOR andfor Operating Company shall
cave and keep for a reasonable period of time a
representative pDrtEUﬁ of each sample of coies
and cuttings takes from drilling wells, to be
Jisposed of or torwaurded Lo the GOVERNMENT
Or s representative i the maoner directed by
the GOVERNMENT. All samples acquired by
CONTRACTOR and/or Operating Company tor
s own purpose shall be considesed available tor f
inspection at any reasonable time by the GOVERN- i
MENT or its representatives.  Any such samples |
which CONTRACTOR or Operating Company !
las kept for o pentod oif iwelve (12) months
without reccipt ot instructions to forward them
to the GOVERNMENT or its representatives
or elsewhere may be disposed of by CONTRAC-
TOR or Operating Company at its discretion.

Uniess otherwise agreed to by EGPC, in case of
cxporting any rock outside A.R.E.
samples equivalent in size and qoality shall,
before such exportation, be delivered to EGPC
as  representutive of the GOVERNMENT. i

samples

Origineds ol records can only be exported with
he permission of EGPC ; provided, hoveewer,
that wagnetic lapes and any othier data which
must be procossed or analysed outside the ARLE.
inay be exported it a monitor or a coniparable
record, 1f available, s maintamed in the AR.E.
and provided that such cxports shall be repatr-
lated to A.R.E. on the undersianding that they

beiong to EGIPC.

During the pericd CONTRACTOR 18 conduc-
ting the exploration operations, CONTRACTOR
shall permit LGPC through EGPC’s duly autho-
rized . representatives or employees to have full
and complete access to the Area at all reasonable
times with the right to observe the operations
being conducied and to inspect all assets, records
and data kept by CONTRACTOR. EGPC’s
representatiye, tn exercising its rights under the
preceding scatence. of this paragraph (e), shall
not. interfere with CONTACTOR's operations.
CONTRACTOR shall provide EGPC with copies
of any and all data (including, but not limited to,
geological and geophysical reports, logs and well |
surveys), information and interpretation of such
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data and other information in CONTRACTOR'S
possession. All such data and information shall be
strictly  confidential and shall ot be divoiced by
EGPC cxcept to Affihated Compantes, or by the
GOVERNMENT without the consent of CONTR-
ACTOR whilc this Agrecment remains in foree.
Howver, for the purpose of obtaining new offers
the GOVERNMENT may show any other party
geophysical and geological data (the age of which
is not less than one vear) with respect to the Area

adjacent (o the Arca of such ncw offer.

Article XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be
rsponsible in law towards third partics for any dam-
e caused by CONTRACTOR's exploration  Oper-
gions and shall indemuoify the GOVERNMENT
andfor EGPC against all damages for which they
may be held Jiable on account of any such operations.

GOVERNMENT and;or EGPC shall give notice

it CONTRACTOR of any claim or occurrenee in
espect of which they propose to  mmvolke the provis-
ons of indemnity and shail give CONTRACTOR the
gpportunily to investigate, repudiatc or otherwise
deal with any matters that may arise from such a

caim.

Article XVI

PRIVILEGES OF GOVERNMENT REPRESEN-
TATIVES

Duly authorized representatives of the GOVERN-
MENT shall have access to the Arca covered by
this Agreement and to the operations conducted there-

on. Such reprcsentatives may examine the books,
registers and records of EGPC, CONTRACTOR and
Operating Company and make a reasonable numbce

of surveys, drawings and tests for the purpose of |

enforcing this Agreement. They shall, for tlus  pur-
nose, be entitled to make reasonable use of the machin-
ery and instrumments of CONTRACTOR or  Operat-
ing Company on the condition that no danger or
mpediment to the operations hereunder shall anse

firectly or indirectly from such use. The
GOVERNMENT shall indeminfy and reimburse
CONTRACTIOR or Operating Company for any
bss or damage which may in fact result from any
wch use of said machinery and instruments., Such

Y4
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representatives shall be given reasonable assistance
by the agents and employees of CONTRACTIOR or
Operating Company  so that nonc of their activi-
tics shall endanger or hinder the salety or efhcre-
ncy of the Operations. CONTRACTOR or Opera-
ting Company shall ofier such  representafives all

prmleges and wobiftes accorded to 1ts own  emplo-
yees in the Hield and snatl provide them, free of charge,

the use of reasonable  ofitce space and of udequately
furnished housing whiie they are in the field for
the purpose of facilhtuung the objectives of this
Arucle. Any and ull mformation obtained by the
GOVERNMENT or its representatives under this
Article XV shull be kept confidential with  respect
‘0 the Area ::nd shall not be disclosed during  the
term of this Agrecient without the prior writien

consent of EGIPC and CONTRACTOR.

Article XYLl

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

a) It is the desire of EGPC and CONTRACTOR
that Operations hereunder be conducted in a
business-like and clicient manner .

1} The expatoate admimstrative, professional and
technical personnel employed by CONTRACT-

OR or Operating Company and the personne}
of 1ts contractors for the conduct of the operati-
ons herzunder, shall be granted a residence as
provided for in Law no .89 of 1960 as now amte-
nded aund the work permit for aliens as provided
for in the Ministerial Order no.9 of 1963 as
now amended without prejudice to the A.

R.E. Laws and regulations relating to public
policy or public security . .

2) A muumum of twenty-five (25) percent of
~the combined salaries and wages of the expa-

- . triate administrattve, professional and technical
personnel employed by CONTRACTOR or

Operating Company shall be paid monthly in
Egyptian currency. On final repatriation such
- personnel shall have the right to remit abroad
in U.S.Dollars or other currencies the unused
‘portion of Egyptian currency in excess of
‘fwenty-rﬁve (25) percent of such personnel’s
salary .

6) CONTRACTOR and Operating Company shall
zach select its eniployees and determine the number
thereof, to be used tor operations hereunder.
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CTOR and Operating Company shall,
prepaie

CNTTR A |
ator consuitation with EGPC ana 1ROC,
:r'-,! carry oul specialized tiaming  programs
Siits ALR.E.cmnlovees engaged in opcrations

- cunder with respect to applicable  aspects of
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the petrelaum industry.

Company  will
f NON-CXECLL: IVE’

as they
!

OMTRACTOR and C‘p{:mtmg
..,Irhrm]\“ lo replacs gradually U

E‘-._!‘.-*:'ltl'ill[ﬂ staffs by guahficd nsttmnﬂls
are avatlable,

d) g the perod when COFARACTOR s
couducting Exploration, CONTRACTOR shall
v mutially agreed numbers of EGPC emplo-
voos opportunity to attend and participate 1o
CONTRACTOR’s znd CONTRACTOR's affi-
liaies” training programs Trelating to  cxplora-
tinny and  development operations.

Article X VI

LAWS AND RUGULATIONS

¢) CONTRACTOR and Operating Company shall
be bound by Law no. 60 of 1953 as amended by
Lavw no. 86 of 1056 and the roulation issued
fov the rmanlememiation  thercof, mcluding  the
reatitons for the rafe and  ofiicient perform-
anc of operations carried out for the execution
of this  Arrcement nnd For the conscrvation cf the
pelrelenm resourees of the AR.E., provided that
no reeulations, medilications or  interpretation
thereof sheii be contrary to or inconsistent  with
the provisiens of this Agrcement.

B EGPC and CONTRACTOR :hall be exempted
frorn all taxes, excopt as provided m Article il
paragraph (1) for mcome taxes, with respect to
the extracting, pfuducfng, export ng or transpor-
ting of Pclroleum hercunder. CONTRACTOR

shali also be exempted from any tax on captal.

¢) The nights and obhgations of EGPC and CONTR-
ACTOR, under and for the cfiect ve term of this
Agreement, sha'l be governed by and in accorda-
nce with the provisions of this Agreement and can
only be altered or amended by the mutual agree-

ment of the satd contracting parties.

The contractors and sub-contractors of CONTRA-
- CTOR and Operating Company shall be subject

to the provis onts of this. ﬁﬂ*‘ccr‘rﬁrﬁt which affect

them ; they shall also be bours 'by all regulations
which are duly issued hy the COVERNMENT

from time to time.
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Article NIX
RIGHT OF REQUISITION
g} In case of nationual cimergency duc 10 war or

b)

d)

imminent expectation of war or mternal causes,
the GOVERNMENT may requisition all or
part of producuon from the Area obtained hercu-
ader and regnire Operating Company 10 Ineréase
such production to thic utmost possibic MEAXUNIN.
The GOVERNMEN [ may also reguisition the Ol

field itseif and, f ncocssary, refated  factlities.

In all the cases, such requisition shall not be
efiected except aficr inviting EGPC and  CON-
TRACTOR. or their representative by registercd
letter, with acknowicdgement of receipt. to express

their view with respect 1o such requisition.

The requisition of production shall be effected
by Ministerial Order  Auy requisition of the Gil
field itself, or any related tacilities shall be effectedd
by a Presidential Decree duly notified 10 EGPC
and CONTRACTOR.

In the event of any requisition as provided above,
the GOVERNMENT shall indemuify in futll EGPC
and CONTRACTOR for the period during which
the requisition 18 maintaned, inclhudimg

1) All damages which result from such requisition.

7) Full payment each mooth for all Petroleum ex-
tracted by the GOYERNMENT less the royalty
share of such production.

However, «ny damage resulting from enemy
attack 15 not within the meaning of this sub-
paragtph (d). Payment hereunder shali be made
to CONTRACTOR in US. Dollars rem:ttublc
abroad. The price paid to CONTRACTOR for

Petrolcum taken shall be calculated in accordance
with Article VII paragraph (e).
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Article XX ((os2 LY )

ASSIGTFAENT J5L

& Either EGPC or CONTRACTOR shall be entitled | G, _ae o JsLd 3 b b Jalell o1 L) e e ( T)
to assign ils rights, privilezes, duties and obligat- t . .. s Lh -t o Lol s s e
ions under Giis Agreemert, provided that &+ bt Y ada o GLIA Gt 5L
1} The z}aaignﬂg‘ shall rﬂ-_main jointly Hﬂ.!‘ld seve- | J;lail C'*FLL J.L_z.j’ N il s EY R

rafly liable with the assignee for the performance i o] Slales DUl bl o 4
of the obligations and duties of the assignor D e Ot iSO
hercunder, | e A3l Yl oo

) The GOVERNMENT approval to the assi- Ld e da Kot dzsl le ) yandl 2 Y I
gnment shall be first oblaned. | o i e w(:" =1
* L

3} The instrument of assigniment must include ~ , 3 oy
provisions stating precisely thal the assignec s o 3B o sat (fo D] sy Jeli o o ¥

is bound by all terms and provisions contained | 1. .0 s b il of Gt
: : - - ) @ s T 3 ]
in this Agrcement and any modification or C "J’

addition in writing that up to such time may A0 Ly LEY! sda S eyl N Lo
have been made. A draft of such instrument | sy o ~LLal oF o5aer e w15 Ll 5ol
of assignment shall be submitted to the GO- |} | e ” __"_"’.‘ A ) Ao -

VERNMENT for review and approval be- L LA JLt aad C_’f.:.l SrER o3 o1

fore being formally excuted. c L, Lot b 3 bobiely lasd

4} The ohligations of the assignor orising  from st i s Al j_;t:U 50 S s ok
this Agrecment must have been duly fulfil- o G Y ede O " ‘ _"[
led as of the date such request is made or as- — e, 8 4 ode 3 lgle :.r"f-”l

sIgnor ;_mlglassigne;: jomtly {Fl!l]fgillﬂ;vcr{lll'ly gua- | 4 ity St e s RARA RO A
rantee fulflilment of any unfulbiled obligations e L o ) T T
of assignor in accordance with the terms of ‘ sy >, Jiladl b ) f’ Sl s (gh «ls J Laa
this AgTEf;mEﬂ[. | » l_.:aln,"“:ﬂ 2 ln _LJJ.":J

5} Any assignment made pursuant to the provision G e e BN sl ogad lidy o ~1 Jstr s (u)

of this Article shall be frce of any transler or re- Jiidt 3l Lo
J — l“, T ’_L‘j 1 4 B
lated taxes. charges or fecs. | L’LL S g (2 2 2l 20 el e

¢} Notwithstanding the foregoing provisions of this | ¢ .» 24 5Ll RTINSy S JPRE T | A
Article ‘XX, either EGPC or CONTRACTOR < ot ot AN ans (=)

shall be frce to assign its rights, privileges, duties B i e J3ln OV ol S L) oy o 6B
and obligations under this Agreement to an  Affilia- | <3l_sY 23 s o e SLIHL 6Lat,s 415l
ted Company: and provided, further, that the | _ o _ T e
assignee shall be as qualified as the assignor with Stedo 4] ‘J-’l_""“u 055 Dl b i ub S Y
respect to its tcchnical and financial competence | J3Ldb elanuby e adldly 428V 5,080 doo o J 51D
and excepling assignmenis to assignees wholly | . O A IR I . e s e
owned by CONTRACTOR (ot any of the Compa- |~ ~ < st s1) ot J“'“f”: Eoler B2 )
niescomprising CONTRACTOR)GOVERNMENT P B s PEBVE ) PSETRE 1 ( Jollt e A - "
~ approval to the assignment shall be first obtain- | 3.1 s, 51 L = "t 1 Y 3 -
. ) _ J AL X R s Yo du Coll 43
ed, provided always that-the assignor aad assignec "}Lr L _ . ..~ S >
shall be jointly and severally liable. i o ealaze l-l"‘"L‘S. t*l.**“"‘ L5 o1 3510 s
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Article XX\1

RREACH OF AGREEMENT AND POWER
TO CANCEL

) The GOVERNMENT shall have the right to
cancel this Agreement by Order or Presidential
Decree, with respect to CONTRACTOR, In the

following nstances ‘
1) If it knowingly has submitted any fulsc state-

mnte to the GOVERMENT which were
of a material consideration for the execution

of this Agrcement;
If it assigns any mterest hereunder contrary

to the provisions of Article XX hereof,

3) If it is adjudicated bankrupt by a court of

competent jurisdiction

4) 1If it does not comply with any final decision
reached as the result of court procecdings cond-
ucted under Article XXIIT paragraph (1)

hereunder;

5) If it intentionally extracts any mineral other
than Peiroleum not authorized by this Agree-
ment or without the authority of the GOVER-
NMENT except such extraction as may be
unavoidable as the result of operations condu-
cted herecunder in accordance with accepted
petroleum industry practice and  which shall
be notified to the GOVERNMENT or its

representative as soon as possible ; and

6) If it commits any matertal breach of this
Agreement or the provisions of Law no. 66
of 1953, as amended by Law no. 86 of 1956,
which do not expressly contradict with the

provisions of this Agreement.

v

Such cancellation shall take place without preju-

dice to any rights which may have accrued to the .

GOVERNMENT against CONTRACTOR In
accordance with the provisions of this agrcement:
and, in the event of such cancelation, COTRA-
CTOR shall have the night to remove from the
Area all its personal property.

b) If the GOVERNMENT deems that one of the
aforesaid causes (other than a force majeure cau-
se referred to in  Article XXII hereof) exists

cancel this Agreoment, the GOVERNMENT
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shalt give CONTRACTOR nincly (90) days ‘.'.,Ji JUE N S WP w S J_,Laii ol de JKa
vritien notice personally served on CONTRAC- . s ' 1ot
TCRs  General Manager in the legally | »° GV b e G AUEN G L*d”‘u s LS

‘)

e cffecttve only as agamst that

Official manner and receipt of which 1s acknow-
ledeed by him or by his legal agents, Lo

remedy and remove  such cawose, but «ff for any
reaser cuch service 1s imposible duc to unnoti-
fivd ¢chimee of address, publicaticn in the OF-
cial Journal of the GOVERNMENT of such

notice wnall he considered as validly served upon
CONTRACTOR.  If at the end of the said ni-
nety (90} davs notice period such cause has not
been remedicd and  removed, Agreement
mav be cancelled forthwith by Order or Presiden-
however, that

this

nal Decrec as aforesaid; provided.
it such cauvse, or the failure to remedy or remove
such canse. respits {rom any act or omission nt
of thts Agicement shatl
party and not

as against the other party hereto. |

onc party, cancellation

CONT¢ALTOR shall be allowed to
its beloungings from the Areca of any tease cancel-
fed hercudcer after sctiling all claims due to the

I€EmMove

OOVERNMENT.

b)

f'lﬂ rerfis :\ “:II

FORCE MAJSEURE

The non-performance or delay in performance by
EGPC and CONTRACTOR, or cither of them,
of any obligation under this Agrcement shall be
excused If, and to thc extent that, such nonper-
formance or delay is cavsed by force majeure.
The perred eof any such non-performance or delay,
together wiilt such poriod as may be necessary for
the restoration of any damage done during such
delay, shall be added to the time given in this
Aﬁreemcnt for the performance of such obliga-
tion and {or the performance of any obligation
dependent tiiereon and consequently to the term

of this Agrcement, but only with respect to the

bl{_u:k, or blocks affected.

“Force Maujeure’, .within the meaning of this
Article XXII, shall be any order, regulation or
direction of the GOVERNMENT of the ARAB
REPUBLIC OF EGYPT (or the Government of
[tiily witi respect ic CONTRACTOR) whether
promulgated in the form of a Ian or atherwire,
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ff)

)

b)

or any act of God, insurrection, riot, war , strike,
and other labor disturbances, fires, floods or
any other cause not due to the fault or negligence
of EGPC or CONTRACTOR or either of them,
whether or not similar to the foregoiny, provided

that any such cause 1s beyond the reasonable cont-
rol of EGPC_and CONTRACTOR, or either of
them.

Withoul prejudice to the above and except as may
be otherwise provided for herein, the GOVERN-
MENT shali incur no responsibility whatsoever
1o EGPC und CONTRACTOR, or either of them,
tor wpy dumages, restrictions or loss arising in
conscyuence ol such case of force majeure, except
a lorce majeurc caused by the order, regulations
or direction of the GOVERNMENT of the ARAB
REPUBLIC OF EGYPT.

It the force mujeure event occurs during the initial
cxploration period or any extension thereof and
continues m effect for a period of two (2) years,
CONTRACTOR shall have the option upon nin-
cty (90) days prior written notice to EGPC to
termunate s obligations hereunder without fur.
ther habilhy of any kind and if stil] ip force, the
Guaranty contained in Annex “C*’ hereto shall
be antomatically cancelled 'and EGPC shall so
notify the Bank to release the Guaranty. *~ ¢

_ ARTICLE XXII
DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT
and the parties hereto with respect to the jnter.
pretation, application or execution of this Agree-
ment, shall be referred to the jurisdiction of the

appropriate A.R.E. courts and shall be finally
settled by such courts.

Any dispute arising between CONTRACTOR.
and EGPC in connection with the present Agree-
ment shall be finally settled by arbitration. The
arbitration shall be held in Stockholm, Sweden,
and conducted in accordance with the Rules of

Conctliation and Arbitration of the International
Chamber of Comm -

In the cvent of no provisions being made in these

Rules in certain cases,the Arbitrators shall esta blish _
their own procedures. - - -
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the dispule to arbitration and that such party
(hereinafter referred to as the “Frest Party’’) has
appointed an Arbitrator who shall be identthed
in said notice.

The other party (hereinafter referred to as the
«Second Party’’), within fifteen (15) days, shall
notify First Party in writing wentifving  the
Arbitrator that it has selcetcd.

the Second Party does nol appoint is Arbit-
rator as aforcsaid. the First Party shall have the
right to apply to the Court of Arbitration of the
International Chamber of Commerce to appoint
1 second arbitrator.  The two Arbitrators shall,
within thirty (30) days, select a third Arbitrator,
failing which the third Arbitrator shall he appoint-
ed by the Court of Arbitration of the International
Chamber of Commerce at the request of either

parly.

o) The third Arbitrator musl be 2 citizen of a count-

ry other than the AR.E. or [taly and a country
which has diplomatic relations with both the

ALRT. and Italy and shall have no eCONOMIC

interest in the Qil husiness of i ARE. or Italy
nor the signatories hereto.

) The parties shall extend to the Arbitration Board

¢) Pending

B Judgement

) The parties

all facilities {including access to the petroleam

operations) for obtaning any information requiz-
ed for the proper determination of the dispute.

The absence or default of any party to the arbit-
ration shall not be permitted to prevent or hinder
the arbitration procedure in any or all of its stages

the decision or award, the operations or
activities : _
ration need not be discontinued. In the event the

decision or award
was justified, provision may be made therein for

such reparation as may appropriately be made 1n
favour of the complainant. ,

‘i the award rendered may be entered

in any court having jurisdiction and application
may be made in such court for judicial acceptance
of the award and an order of cnforcement, as the

casc may be. - |
desire that, whercver -appropriate,

decisions and awards
pHance therewith.

arbitration shall be initiated by either party giv-
ing notice to-the other party that it elects to refer...

which have given risc to the arbit-

recognizes that the complaint

shall specify a time for com-

|

|
|
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7) The provisions of this Agreement relating to arbi-

tration shall continue in force notwithstanding the
termination of this Agreemcnt.

S— S e —

I Lol o peadl 225 ()
o g1 LAWY eLaBl e G5 1 e Jynddl

ky PRINCIPLES OF GOODWILL - The signatories | L sl 348 ! RN f:;; — A ¢ 53l (ﬂ)

base their relations with respect to this Agreement
on the principles of goodwill and good faith.

Taking into account their different nationalitien
this Agreement for such arbitration shall be give-
effect and shall be interpreted and applied 1n con
formity with principles of law commeon to the
A.R.E. and Iialy and in the absence of such comm-

on principles then in conformity  with the principles

of law normally recognized by civilized nations in
general, including those which have been apphed
by International Tribunals.

Article XXIV
STATUS OF PARTIES

#) The rights, duties, obligations and liabilities 1n
respect of EGPC and CONTRACT OR hercunder

" shall be several 2ind not joint or collective, it bemg

understood that this Agrecment shall not be con-
strued as constituting an association or Corpo-
ration or partnership.

) IEOC shall be subject to the Laws of PANAMA
regarding its legal status or creation, organiza-
tion, charter and by-laws, shareholding and
ownership. CONTRACTOR’S- shares of cap-
ital which are entirely held abroad shall not be
negotiable in the A.R.E. and shall not be offe-
red for public subscription, mor shall they be

subject to the stamp tax on capital shares nor

any tax or duty in the A.R.E. CONTRACTOR
shall be exempted from the application of Law no.

76 of 1945 as amended and from Lawmno. 9of
1964, |

Article XXV

-~ LOCAL CONTRACTORS AND
LOCALLY MANUFACTURED MATERIAL
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CONTRACTOR or Operating Company, as | \ ., of olladb 25800 8200 50 JHLAD b o

the case may be, and their contractors shall:

a) Give priority to local contractors as long as their
prices and performance ar¢ comparable with -
international prices and performance. CON-
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fACTOR and  QOperating  Company  shall,
 twasver, subject to the preceding scntemees, be

~empicd from the provisions of-- Presidential
1868 of 1974 as amended

| dooree ne.
Y Give preference o locally manufactured material,
cquipment, machinery and consumables so long
as their quality and time of delivery are comp-
arable 1o internationally  available matenals,
equipraent, machinery nnd consumables.” How-
ever. such matcrial, equipment, machinery and
consumables may be imported for operations
conducted hercunder if the focal price of such
items at CONTRACTOR’s or Operating Comp-
any’s operating base in A.RE. 15 more than
ten { 10 ) pereent higher than the price of such
imported ttems betore cusioms dutics, but after
transportation and ipsurance COSLS have been
added.

: |
Article XXVI :
ARARIC TEXT:
The Arabic version of this Agreement shali, be-

fore the Courts of A.R.E., be referred to jn cofl-
stming or interpreting this Agreement, provided,
however, that in any arbitration pursuant 10 Article
YXII{ hercabove between EGPC and CONTRA-
(TOR the .Arabic and the English versions shall
e referred to as having equal force in construing or
interpretine  the Agreement. |

Article TXVII

GAS

If Gas is produccd or is capable of being produced
tom the Area, EGPC and CONTRACTOR shall
study all possible economic alternatives for its use -
and decide on the best alternative for EGPC and
CONTRACTOR jointly. The cost and expenses
in the field of producing pon-associated gas shall ;
ke recovered in accordance with the Cost Recovery .
principles  of  Article VIL Production Sharing !
principles of Article VIl shall apply to the value of
associated and non-associated gas if sold for export.
and not used in operations, flared or reinjected.

However, any Gas niot exported outside A.R.E..
ina liguid or solid state, or not used in operations, ;
iwside the Area { including re-injection), shall rerain |
ompleicly the property of State and may I__bn_lrr_“qtili_'zod‘g
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to CONTRACTOR of any costs or
respecting any past operations of CONTRACTOR
releded to sucii Gas,
CONTRACTOR be responsible for or bear any
cast and expenses incurred for utijzation of Gas |

used internally im the A.R.E,

a) EGPC and CONTRACTOR have h&etﬂi?ore

b)

EGPC and IEOC respectively,

expenses

Under 1o crroumstar ces will

Acticle XXVl 1

SEHARING PERSONNEL WITH OTHER
COMPANIES RELATIONSH1P? TO OTHER
CONCESSION AGREEMENT

entered  into  certain petroleum  Concession
Agreenients pursuant to which certain operating
companies were authorized as the Apencies
for these parties. The officers, directors, other

personnel and offices of the ‘‘Opcrating Company
under this Agreement shall as far as is reasonably -

possible be the same as those of these operating

cb.n-;p;mics in order that the costs and expenses o
EGPC and IEQC under all Agrcements shall
he minimized. Overhead aad other charges
and payroll of personnel engaged in activity for
more than one operating company shail be all-
ocited on the basis of periodic time studies or
upon such ‘other basis as EGPC and IEOC may

Ogree.
Notlung in this Agreement shall be coustrued
as constituting any relationship tothe Petroleum
Concession Agreements referred 1o in above
paragraph ( a ) and each of these Agreements
shall be treated separately and independently in
all respects, including but not limited to, royalties,
taxes and the computation of the net profits of

—_,.._
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Article XXX
GENERAL
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The headings or titles to each of the Articles
to this Agreement are solely for the conveunience
of the parties hereto and shall not be used with resp-

ect to the imterpretation or construction of said™ |

Articles,
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Article XXX

APPROVAL OF THE A.RE. GOVERNMENT

This Agreement shall nol be bindiag upon an
of the parties hercto unless and until a law s issued
oythe competent authorities of the A. R.E. authorizing
he Mimister of Petroleum to sign said Agreement and
aving this Agreement full force and eflect of law
wiwithstanding  any countervailing governmentay
mctment, and the Agreement is signed by the

WVERNMENT, FEGPC and CONTRACTOR.
ARAB REPUBLIC OF EGYP

Y. _ — o
tUYPTIAN GENERAIL, PETROLEUM CORPO-
RATION

BY:..

T L —— b B - — i = - —_— e —— ko b W3 - el

INTERNATONAL EGYPTIAN QIL COMPANY
BY : '
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Anaex AV

ARE-EGPC-1EQC
PETROLEUM CONCESSION
AGREEMENT

IN MAIN BLOCKS 3 & 4
OFFSHORE NORTH WEST SINAT AREA

Annex “B’71s an {ustrative map on the scale of
: 1,000,000 including the Area covered and aftected

by this Agreement.

This Area measures approximately 2400 Ko
and is composed of 24 Exploration Blocks, each
block of which is six {6) minutes Latitude by six
(6) minutes Longitude, approximately one hundred
(100) Km? of surface area, more or less.

This Area is bounded by a group of straighi

lines,

Coordinates of the corner poinis of the Area |

are given in the following table:
1) 32° 00’ 00" N
327 54" 00" E
2) 31° 36’ 00" N
32° 54" 00" E
3) 31° 36° 00" N
32° 18’ 50" B

4 32° 00’ 00" N

32° 18" 50 B
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LETTER OF GUARANTY Shn Ot
| Cairo, ......, 197 3 sl
LETYFR OF GUARANTY NO. | 5 ol ks
EGYPTIAN GENERAL PERTOLEUM CORP- S ;
ORATION Jo /bl At & alt &
Gentlemen,
The Undersigned, Misr International Bank, ' A e LUl da Jaadl Ll oo obs) C’ g

as Guarantor, hercby guarantees to the Egyptian
General Petroleum Corporation (hereinafter referred
to as EGPC) to the limit of five hundred thousand
(500, 000} Dollars U.S. currency the performance
- by INTERNATIONAL EGYPTIAN OlL COM-
PANY (hereinafter referred to as CONTRACTOR) of
its obligations required for exploration operations
to spend a minimum of five hundred thousand
(500,000 U.S. Dolars during the mitial one (1)
year of the Exploration pertod under Article IV
of that certain Concession Agreement (hereinafter
referred {o as the “Agreement’”) covering that Area
described in Annexes “A’ and B of suid Agree-
ment, by and between the Arab Republic of Egypt
(hereinafter referred to as “A.R.E.”"), EGPC and

CONTRACTOR, dated 5)6/1979.

It is understood that this Guaranty and the
[lability of the Guarantor hereunder -shall be
reduced guarterly during the period of expendit-
ure of said five hundred thousand (500,000} U.S.
Doflars by the amount of money expended by
CONTRACTOR for such exploration during each
such guarter. Each such reduction shall be establisbed
by the joint written statement of EGPC and

CONTRACTOR.

In the event of a claim by EGPC of non-per-
formance or surrender of the Agréement on the
part of CONTRACTOR prior 10 the fulfilment of
said minimum expenditure obligation under Article
IV of the Agreement there shall be no liabili-
ty on the undersigned Guarantor for payment to
EGPC unless and until such liability has been establi-
shed by written statement of EGPC setting forth
the amount due under the Agreement.
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It 15 a furt_@gr:_ condition of t_his_jﬁctt_e:r of Guar-

antv that:

I} This Letier of Guaranty will become available
ouly provided that the Guarantor will have been
informed in writing by CONTRACTOR and EGPC
that the Agreement between CONTRACTOR,
A.R.E. and EGPC has become effective accord-
Ing to its terms, and said Guaranty shall become
efiective on the Effective Date of said Agreem-
ent.

2) This Letter of Guaranty shall, in any event,
automatically expire:

a) one (1) year after the date it becomes effect-
ive, OF

b) at such time as the total of the amounts shown
on quarterly joint statzments of EGPC and
CONTRACTOR equals or exceeds the amount
of said minimum cxpenditure obligation, whi-
chever is earlier.

Consequently, any claim 1n respect thereof should
be mads to the Guarantor prior to cither of
sald expiration dates at the latest accompanied
by EGPC’s written statement, sctting forth the
amount of under-expenditure by CONTRAC-
TOR to the effect that:

3)

a} CONTRACTOR -has failed to perform its
expenditure obligations referred to  in  this

< Guaranty, and

b} CONTRACTOR has failed to pay the expen-
diture deficiency to EGPC,

We declare that on issuing this Guaranty we
did not exceed the Iimit of total guaranties which
we are entitled to 1issue as per Ministry of Econo-
my's letter no. dated

| ,197

Please return to us this Letter of Guaranty in
the event it does not become -effective, or upon the

expiry date.
Yours faithfully,
For Mlisr International Bank

Accountant Manager
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Annex “D”

CHARTER OF
NORTH PORT SAID PETROLEUM COsIPANY

Article I

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

The company shall be subject to all laws and regu-

lations in force in the A.R.E. to the extent that such
laws and regulations are not inconsistent with the

provisions of this Charter and the Agreement referred
io below.

Article I§

. The name of the company i1s “NORTi! PORT
SAID PETROLEUM COMPANY’” abbreviated as

“NORPETCQO".
Article 1IN

The Head Office of NORPETCO shall be in the
A.R.E. in Catro.

| Article IV
The object of NORPETCO is to act as the agency
through which EGPC ard INTERNATIONAL

EGYPTIAN OIl. COMPANY (hereinafter referred

to as “CONTARCTOR”) carry out and conduct the
Development operations required in accordance with

the provisions of the Agreement singed on the fifith
day of June, 1979 by and between the ARAB REPU-

BLIC OF FEGYPT, the EGYPTIAN GENERAL
PETROLEU 4 CORPORATION and CONTRA-
CTOR covering Petroleum operations in OFFSHORE
NORTH WEST SINAI AREA descirbed therein.

NORPETCO shall also be the agency to carry out
and conduct exploration operation after the date of
“Commercial Discovery pursuant to CONTRACI‘ OR’s
Work Program and Budget approved in accordance
with the Agrecment.

NORPETCO shall keep account of costs, expenses
and expenditures for such operations under the terms
of the Agreement and Annex “E” thereto
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NORPETCO shall not engage in any business or Wl gh o5 2 e sl dalF O« S8 o

“trtake any  activity beyond the performance
ofs1id operalions except as may bc zgreed upon by |

the Partics hereto. :
1

Article VY

The authorized capital of NORPETCO 1s twenty

i

housand pounds Eevptian {L.L. 2000} divided 1nto
fve thousand (3, (0Q) shares ol commen stock with
2 salue of four pounds Egyptinn (LE. 4) per share
having equal voting rights fully paid up and non-

acssable.

EGPC and CONTRACTOR shall each pay for,
hold and own, throughout the life of NORPETCO
elerred to above one half (1/2) of the capital stock of

NORPETCO provided that only in the event that

dither party should transfer or assign the whole or any
sercentage of its ownership interest in the entirety

of the Agreement, may such transferring or assign-
ng party transfer or assign any of the capital stock

of NORPETCO and, in that event, such transferring
or assigning party {and its successors and assigns)
must transfer and assign a stock interest in NORP-
ETCO equal to the transferred or assigned whole or
nercentage of its ownership interest m the entirety
of the Agreement referred to.

Article Y1

NORPETCO shall not own any right, title, interest
or estate in or under the Agreement or inany develo-
pment lease created thergunder or inany of the Petrol-
am produced from any exploration biock or develo-
sment Jease area thereunder or in any of the assets,
equipment or other property obtained or used in
connection therewith, and shail not be obligated as
s principal for the filancipg or performance _of any

of the duties or obligations of cithes EGPC or
CONTRACTOR under the Agreement. NORPETCO

' shall not make any profit from zny source whatever.

* ._ Article VII |
NORPETCQ shall be no more thap an agent for

EGPC and CONTRACTOR. Whenever it is indicated L ) T L o e
e NORPETCO shall decide, take action | *2d 455 sV sl 5, 5 45 2 01 435N ade RE

or make a proposal and the like, it js understood that
such decision ~ or ‘judgement is the résult of ‘the

decision or jurgement of CONTRACTOR; or EGPC-

2d CONTRACTOR, as may be required by the
Agreement., |
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Article V1iI

NORPETCO shall have a Board of Directors
consisting of eight (8) members, four (4) of whom shall
pe designated by EGPC and the other four (4) by
CONTRACTOR. The Chairman shall be designaied
by EGPC and shall also be a Managing Director.
CONTRACTOR. shall designate the General Man-
ager who shall also be a Managing Direclor,

Article IX

Meelings of the Board of Directors shall be vahd
if a majority of the Dirctors are present and any deci-

cion taken at such meetings must have the afficmative

yote of six (6) or more of the Directors; provided,
however, that any Director may be represented and
vote by proxy hetd by another Director.

Am._’plel X

1

General meetings of the {shareholders shall be .

¢alid if 2 majority of the capital stock of NORPETCO
is represented thereat. Any decisions taken at such
meetings must have the affirmative .vote of share-
holders owning or representing.a majority of the

capital stock,

Article XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment
of the personnel of NORPETCO employed directly
by NORPETCO, and not assigned thereto »v CON-
TRACTOR and EGPC. -

The Baord shall, in due course, draw up the By-
Laws of NORPETCO and such By-laws shall be
effective upon being approved by a General Mectiag

of the sharcholders, in accordance with the provistons |

of Artcle X hereof.
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_NORPEféH | sh&li_fp_ﬂmﬂ jnto existence within | LjL::fw'c._ Wepbew (.,w.) s PRV R YT vt
thitty (30) days after the dzate of Commercial Discovery

. . . . s : - - . . . . , ) u'}
8 provided for in the Agrcement. . GVl 3 ade o sate b o L

. 1he duration of NORPETCO shail be for a period 555 Akl LEW o8 B yles 3o st K2, 58 62 )]
equal to the duration of the said Agreement, inciuding o X -

my renewal thereof. « e e el G Lo

it shall be wound up and liquidated if the Agreement | . A4 FREN Wl dob et 13 dary 35 o7
tlerred to above is terminated for anv reason as T S ‘ ot
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_ ACCOUNTING PROCEDURI
Article 1
GENERAL PROVISIONS
1. Definitions

2.

The definitions contained in Article 1 of the Con-
cession Aereement of which this  Annex is a part
(hereinafter called“the Asgreement’”) shall apply

‘o this Accounting Procedure and have the same |

meaning.
Statements of Activity' :
AYCONTRACTOR
of the Agreement, render to EGPC, within fourty-

five (45) days of the end of each calendar quarter
q statment of Exploration Activity reflecting

all charges and credits  related Lo the Explor-

ation operations for that quarter summarized

nature thereof,

B)E'ﬂllﬂwing the formation of _thﬂ Operating Com- |

pany -

i) Operating Company shall render to EGPC
and CONTRACTOR within forty (40) days
of the end of each calendar quarter
ment of Exploration and Development activi-
ties reflecting all charges and credits related

to Exploration and Development operations
for that ca'endar quarter summurized by app-

thereof except that items of controllable mate-
rial and unusual charg=s and credits shall be

detailed. .

if) CONTRACTOR shall render to EGPC within
forty (40) days of the end of each calendar
quartér a Statement of CONTRACTORs costs
reflecting all charges and credits related to
" the maintenance of CONTRACTOR’s offices
and any simiar expenses incurred and- paid

by CONTRACTOR.

3. Adjustments and Audits :

A) Each Statement under 2) A)above shall

sively be presumed
three (3) months following the receipt of each

statement by EGPC unless within the said three
GPC takes written exception thereto

(3) months E

pursuant 10 Article 1V (f) of the Agreement.

During said three (3) months period supporting
documents will be available for inspection by

EGPC during all working hours .

L2)

shall pursuant to Article 1V L —_
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' €) EGPC and CONTRACTOR,
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" B) Bach Statement under 2) B) above shall conclusi-
~vely be presumed to be true and correct after
three (3) months following the receipt of cach
Statement by  EGFC unless  within the said
three (3) months EGPC takes wiitten exuophion
thereto pursnant to Article IV (f) of the Agre-
ement.

During said three (3) months pertod suppoiting
documents shall be available for mspection by
EGPC during all working hours.

CONTRACTOR shall have the same auait vights
on Operating Company Statements as CGPo
ander this suhnarasroph subject to the <ame
limitation of (me.

upon at least
thirty (30) days written notice to Operating
company, shall eachk have the right at its sols
expense to audit Operating Company’s ag-
counts, records and suppeorting documeats for
any Calendar Yeur or portien tiereof within
the twenty-iour (24) months period following

# *{hs end of such Cazlendar Year.

4. Currency Exchange ;

CONTRACTOR's tocks for Exploration and
Operating Company books for Development and
Exploration,if any, shall be kept in the A .R.E.in
U.S. Dollars. All U.S. Dollars expenditures shall be
charged in the amount expended. Al} Egyptian

Pounds expenditures shall be transiated to {.S,
Lollars at the official buying rate of exchange issu-
ed by the Central Bank of Egypt on the first day of
the month in which expenditures are recorded,
ard all other non U.S. Dollars expenditures shall

be translated tc U.S. Bollars at the buying rate -

of cxchange for such currency as quoted by Natio-
nal Westminster Bank Limited, London, at 10 : 20

- am. G.M. T, on the (irst day of the month in which .
| :_::-;pt:ndit'ures arc recorded:. A record shall be

kept of the cxchange rates used in

! Egyptnn Pounds or other nﬂn U.S. Dollar ex-

- penditures to Dollars '

transiating

J-

-Any difference resuiting from ﬂ‘lt: application Df
the aforesaid rates of exchangesshall be credited
~or debited, as the case may be, to the nperatmm

under the Agreement.
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5. Precedence of Documents .

In the event of any inconsistency or conflict bet-
ween the provisions of this Accounting Procedure
and the provisions of the Agreement treating the
same subject differently, then the provisions of
the Agreement shall prevail.

6. Rcvision of Accounling Procedure |

Fy mutual agreement between EGPC and CON-
TRACTOR, this Accounting Procedure may be

revised from time to time in the light of future ar-
rangeinents,
7. Mo Clagee oi Interest on Investment :

inierest on lnvestment shall not, at any time, be
charged as rccoverable cost under the Agreement
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CONTRACTCA shall alone bear and, directly or } ~ ° T ‘ B

ihrough Operating Company, pay the following
costs and expenses, which costs and expenses shall

ke classified and treated in accordance with Article

VI[ of the Agreement.

1. Surface Kights:

All direct costs attributable to the acquisition,
renewal or-' relinguishment of surface rights acqg-
ured and maintained in force for the Area.

-

2. Labour :.1nd:"'R:laled. CﬂSISl-

A) Salaries and wages of CONTRACTOR's or
Operating Company's employees, as the case may
oe, directly engaged in the various activities under
the Agreement including gross salaries and
wages incurred and paid for geologists and other
employees who are temporarily assigned to and
employed in such activities. Reasonable
revistons of such salaries and wages shall be
effcted to take into account changeﬁ in CON-
TRACTOR’s policies and amendments of
Laws applicable to salaries. For the purpose
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" of this pararaph 2, and paragraph 3, salares
and wages shall mean the assessable amounts
for A.R.E. Incomc Taxes, mcluding the salaries
during the vacations and sick leaves, but exclud-
ing all the amounts of the other items covered
by the percentage fixed under 3 below.

B) For expatriate employees permunently assigned
to Eegvpt:

. All allowances applicable to salarics  and
Wages:

L

Cost of ¢ tablished plans; and

1 Al travel and relocaticncosis of such expatriate
cmployees wnd (heir families io and from the

. employee’s country or point of ongin at the
yime of employment, at the time of separa-
tion, as a result of transfer from one locatron
to another and tor vacation ( transportation
costs for employees and their families tran-
sferring from A.R.E. to ancther location other
than their country of orgin shall not be
fchﬁrged! to A.R.E. operations).

Costs under this sub-parazraph 2. %?] <hall be
equal to ninely { 90 ) percent ( except for emp-
loyees assigned to fields and whose [Tannlics
have not been transferred to ALR.E. in which
case the percentage will be sixty { 00 ) percent)
of salaries and wages paid for such expairiate
personnel including those paid during vacations
and sick lcaves as established in CONTRAC-
TORS's jnternational policies, paragtaph 9 and

sub-paragraph 11. A and C) of this Article
II. However, salaries and wages during vaca-
tions, sick Jeaves and dizability are covered by
the foregoing percentage.  The percentages out-
lined atove reflect CONTRACTOR’s actual
costs as of the Effective Date with regard to
the following bencfits, allowances and costs :

|. Anticipated tcrmination of lease contract
in A.R.E.or abroad.

2. Household implements transportation in
A.R.E. or abroad (round trip).

3, Una tantum for clothing equipment .

4. Expenses connected with departure and arn-
val of employees and their families .
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5. Accruals of senjoriiy indemnity . | IR T B NTelt
| | r e B A —

6. Charges for social security and insurance

. _ ' ol ot
negording to frtalian Laws f H'U LL’ uLw.‘}; 1) NPTP RN |
f
&

S
- Retiremant plap
< pia » N T3 i | r'dii —
- National health tnsurance |
- Uncruployment insurance : | O R _f,_,,‘Ui .
- Accadelit and disabiity ) :’ ,
1de cisabtlity 1nsurance | bty ol A b

- Extraordinary insurance . .
< sob A LaNIE T

7. Contractual trave] expenses of employees it L
and their [amilics | - R = R S SV
) 1 L.xcess i B Lo L ¢ .
8 Cess Niggag .- L L R S, RS
3. ananal aneek | -
, Recreananal allowances | .. RV | A AT

—ey — e -

[0. Medigal assistance to employees and their ! . 3
familics in or outside A.R.E. (greoz) S oWy oot LB 23
! E_Jw'l j"

1. Housing and utilities allowances . i
12. Education allowahce (children of expatri-t |
, . . i -~ B
v ate emyployees) and educational assistance . o ( S “’”"”h )bl O
. ‘LA..:LI:jl

- -

e ot ——— . .n
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3. Settlement allowance i or outside A.R .E.
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16. Any other costs, 'allowance;s and  bene- (H . * | * )
fits of a like nature as established in CONT- | 4> OB 31 bl 280 5 GG AT L 4y

RACTOR’s mternational policies . . Jsli S ol ) s

15. Vycations, sick leaves and disability .

The ‘pergentages outlined above shall be revie- - *
wed at intervals of three (3) years from the | o ol g (‘f‘) S _.'5 O LWEDENI-IN ¢} S g R ol
Effective Date and at such time CONTRAC- -

TOR and EGPC will agree on new percent- | & Joldby L i A BN s Ob ) )

apes to be used under this pangraﬁh gl et |
Revisions of the percernitages will take into T 30 24l sk phids Shd> -’ JL‘"‘!,_-'

cansideration varlances in costs and changes |
in CONTRACTOR’s international policies wh. | <=2 </ 3 Lladdl Louw g dsb e e

ich change or exclude any of the above allow- | o
ances, benclits or costs or establish new ajlp- |V A """"“"‘"’ sV 6 500 J,la0 5, 4lh 35,1 o
The revised perg{y_i“itdgm will reflect as nearly T - K s Al
*as pcrssnb!e CONTRACTOR’s actual costs of |a_ _ v sl AR .. i

all jts established allowances and benefits and | .t Joa AT U FEFIRNE KT (W
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) For expatrialz employees temporartily assig-
ned to Ervot, all allowances, cost of establi-
shed plans and all travel and relocation costs
for such expatoates as paid 1n accordance
with CONTRACTOR’s international poli-
cies .

d) Costs of expenditures or contrtbutions made
pursvant te law or asscsments imposed by
governmental anthority which are applicable to
labour cost of salarics and wages as provided
under sub-paragrapns 2.A) and 2.B), paragr-
aph 9 and sub-paragraph 11.A) and C) of this
Articie .
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~ Benefits, alfowances and related costs of national
>mployees ;.
Bonuses, overtime, customary allowance and be-

nefits on a basts similar to that prevailing for oil
companies oparating in A.R.E., all as chargeable
under sub-paragraph 2.A), paragraph 9 and sub-
paragraphs [1.A) and 11.C) of this Article II.
Severance pzy will be charged at a fixed rate ap-
plied to pavrolls which will equal an amount eg-
uivalent to the maximum liability for severance
payments as required under the AR labour
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Material, equipment and supplies purchased or
l'urmshc:cl as such by CONTRACTOR or Opera-

ting Compaany.

A}Purchases
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Material, equipmfznt and supplies purchased
shall be at price paid by CONTRACTOR or
Operating Company after deduction of aII
discounts actually reccived.

B)Material furnished by CONTRACTOR

Matecrial required for operations shall be pur-
chased dircct!y whenever practicable, except
that CONTEACTOR may furnish such material
from CONTRACTOR’s Affiliated Companies®
stocks outside the A.R.E. under the following |

conditions ;
1

1. New material (Condition “A™) | ( .

1y dl ) wasdl sy

New matcnal transferred from CONTRAC- | 4wl 51 0 5 ;5be u.- Jas b duasd! b1, U

TOR’s Afiliated Companies’ warehouse or |

other properties shall be priced at COSt, provi-

ded that the cost of material supplied is no hi- -

.gher than international prices for material of

similar quality supplied on similar terms pre-
vailing at the time yuch material was supplied.
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6.

CTGR 2 ConTRACTOR does not  walrant
i, maierial {urnished beyond or back of the
Jealer’s or manulacturer’s guaranty ; and in
case of dateciive matenal, credit shall not be
2eorded until adjustment has been received by
CONTRACTOR from manufacturers or therr
apents,

5. Transportation und Employee Relocation Costs :

4) Transpociation of equipment, materialand sup-
piies necessaiy for the conduct of CONTRA-
CTOR's or Operating Company’s activities.

B) Business travel and transportation expenses
to the extent covered by established policies of
CONTRACTOR (with regard to expatriates)
or Operating Company {(with regard to natio-
nals) as incurred and paid by, or for, employees
in e conduct of COHTFACTOR s or Opera-

ung Company’s activilies.

C) Employee transportation and relocation costs
for naisonal employees to the extent covered by
established policy of Gperaung Company.
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Tha cosi Of ZOTISUt2ALS, cONrasl serices and
utilities precured from third partiss. “
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B)Cost of servicss nerformed by EGPC or bv
CONTRACTOR or their Affiliated- Companies
in facihities mswic OF autside the A, R.E. Rezular,
recurring. rouline Services such as interpreling
magnetic tapes and/or other  analysis. shall be
pcrl'ﬂrmed and charged by EGPC and/or COM-
TRACTOR or :heir  Affiliated Companic ul
an agreed price. Major projects IPVOIVINE
enginecring and design services shall be porfor-
med by EGPC and/or CONTRACTOR or their

Afhliated Compantes at & ncgotiated contract
wmount.  Useof EGPC s or CONTRACTOR s
or their Affiliated  Companics’ wholly owned
equipment shal: e charged at a rentat rate com-

mensurate with the cost of owiership and

operation, but not n excess of contjouiny
etes  currently  nrevarling in the A.F.L. oy
" Exploratton. CONTRACTOR s and itz Affilinted
Companies™ ratesshall not include administratie

overhead costs.

1, Damages and Losses !

All costs or expenscs necessary to rentace or re-
pair damages Or '0%ACA incurred by fire, floon.
dorr, theft, accident or any ather cause  not
controllable by CONTRAL [OR or  Operating
Company through the exercise of reasonahle dilig-

ence.

CONTRACTOR or QOperating  Company shall
farnish EGPC or EGPC and CONTRACTOR,
a5 the case may bc. written notice of damages or
losses incurrcd 10 ¢XCESS of ten thousand  (19,000)
U.S. Dallars per occurrence, a5 sgon as practica-
ble after repott of thc same has been recetved hy

CONTRACTOR or Operating Company.

TInsurance and Claiins

The cost of any public liability, property damage
and other insuronce against liabilities of CONT-

RACTOR, Operating Company and/for the parties

or any of them to their employces andfor outsiders

3s may be requircd by the laws, rules and regula-
tions ©f the GOVLERMMENT or as the parties

Ay asree Upon. The proceeds of any such in-
carance or claim collected shall be creditod agaiist
opcrations.  If ne insurance is carried for a parli-
eular risk, all relaied actual  expenditurcs ncut-
red and paid by ~ONTRACTOR or Operating
Company in settiement of any and 4l losses,
daims, damages, judgements and any other ex-

penses, including lcgal services.
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9. Indirect Expenses : Offices, Camps and fMiscel-
laneous  Facilites Cost of maintammg  oflices,
camps (including catering services for hoth ex-
patriate and national staff) and facilites such
qs shore base, warchouse, water systems, road
systems, salaries and expenses of field supervisory
personnel, field clerks, assistants and other general

employees indirectly serving the Aren,

0. Legal Expenses :

Al costs and expenses of litigation, or legal
services otherwise necessary or expedient for the
protection of the Area, including attorneys™ fees
and expenses as herejnafter provided, together
with all judgements obtained agamnst the parties
or any of them on account of the operations under
the Agreement, and actual expenses incurred by
any paity or parues hereto in secunng evidence
for the purpose of defending against any action
or claims prosecuted or urged against the operati-
ons or the subject matter of the Agreement.

In the event actions or claims affecting the interests
hereunder shall be handled by the legal staff of
one of more of the partes hereto, a charge com-
mensurate with the cost of providing and furnishing
such services may be made to operations.

1 1. Administrative Overhead and General Expenses :

A} While CONTRACTOR 15 conducting Explor-
ation actjvities, cost of staffing and maintaining
CONTRACTOR’s head Ofhce in the A.R.E
and/or other offices established i the A.RE.,
other than field oftices which will be charged
as provided in Article I1, paragraph 9 above,
and excepting salaries of employees of CONT-
RACTOR who argc tempararily assigned to
and direcily serving on the Area, which will be
chareed as provided in  Article II, paragraph
2 above, .

By CONTRACTOR s admimstrative overhead oy-
tside the A.R.E. applicable to the A.R.E. Ex-
ploration operations which will be charged

each month at the rate of five (5) percent of
total Exploration expenditures while CONT-

RACTOR is conducting Exploration activilies.
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However, CONTRACTOR <hall not apply
any administrative overizad outside A R.E,

while  Operating  Commpany s
Exploration activities. o other direct char-
res as such for CONTRACTOR's adminis-
trative overhead outsice the A.R.E.will be
applied against the Exploration obligation. Ex-
amples of the type of coste CONTRACTOR
s mmeurring and chargng  hereunder due Lo
activities under the Agcement and covered

by said percentages are

1) Executive
- Time of executive ofticers .

2} Treasury
- Financial and exchanpe probiems.

3) Purchasing |
- Procuring materials. equipment and supp-

les .

4 Exploration & Production
- Directing,
entire project .

5y Other departments -<uch as flegal, comp-
trollers and enginecring which contribute
time, knowledpge and experience to the

operation .

' ar

The foregoing does not preclude charging for
direct services under sub- paragraph 6.B) of

this Article IT .

/) While Operating Company 15 conducting ac-
tivities, Operating Company’s  personnel
engaged in general clerical and office work,
supervisors and officers whose time is generally
spent in  the main office and not in the
field, and all employecs senerally considered
as general and administrative: and not charged
to other types of expenses, wiil be charged
to operations. Such expenses shall be
allocated each month between Exploration
and Development operations according to
sound and practicable accolinting methods

in the Petroleum industry .

advising and controiling the |

|
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Taxes :

All taxes, duties or levies paid in the A.R.E.
by CONTRACTOR or Operating Company with
respeci to the Agreenmient other than those covered
by paragraph {I) (1) of Article 111 of the Agreem-

ent

Continumng CONTRACTOR Costs

Cost of CONTRACTOR’s activities reguired
under the Apgreement and incurred exclusively
inthe A.R.E.after Operating Company is formed,
No sales cxpenses incurred outside or inside the
A.R.E .may be recovered as a cost .

Other Expenditures :

Any costs, expenses or expenditures, other than
those which are covered and dealt with by the
{oregoing pinvisinns of this Arucle 11, incurred
by CONTRACTOR or Operating Comp. ny un-
der approved Work Programs and Budgets.

Article 111

INVENTORIES

Periodic Inventories, Notice and Representation:
At reasonable intervals as agreed upon by EGPC
and CONTRACTOR inventories shal te taken
by Operating Company of the operations material,
which shall include ail such matenial, physical assets
and construction projects.  Written notice of
intention to take inventory shall be given by Oper-
ating Company to EGPC and CONTRACTOR
at least thirty (30) days before any inventory is
to begin so that EGPC and CONTRACTOR may
be represented when any inventory is taken,
Faiure of EGPC and for CONTRACTOR to be
represented at an inventory shall bind them to
accept the inventory taken by Operating Company
who shall, m that event, furnish the party not
represented with a copy thereof,
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. Reeoneiliation and  Adjustinent  of Inventori=s:
Reconcthiation of triventory shiali be madeby CO)-
NTRACTOR and EGEC, and a list of overnpes
andd shortages shayd e jeintly  determined b
Operating Company and CONTRACTOR  and
LGPC, and the inventory adpusied by Operating

Company.

Articly IV

COST RECOVIRY
. Statement of Recovery of Costs and of Cost Re-
covery Crude qil

CONTRACTOR shall, pursuiant to Article VIT
of the Agreement, rend r to EGPC as promptly
as practicable but not later than twenty (20} days
after receipt from Opcrating Company of the St-
atements for Development and Exploraticn Actl-
vity for a quarter. a statement for that quarter

showing,
i} Recoverable costs carricd from the previous
quarter, if any.

) Recoverable costs incurred during the quarter.

Total rccoverable costs {or the guarter, (i) =
(11).

Value of Cost Recovery Crude Oil taken and
separately dlspascd of by CONTRACTOR for

the quarter.

)

i)

Amount of costa recovered for the quarter.

Amount of recoverable costs earried into the
succeeding quarter. if any.

Excess, if any, of the valu¢ of Cost Recovery
Crude Oi] taken and separately disposed of by
CONTRACTOR over costs recovered for the

quarter.

i}

). Payments:

If such statement shows an amount due to EGPC,
payment of that amount shail be made in U.S.

Doliars by CONTRACTOR to EGIC with the
rendition of such statement.
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3 Audit Richs o

CGPC shull have o period of twelve (12) months
from receipt of any statemwnt under this Article
1V in which to audit and raise objection io any
such statement. EGPC's audit rigi.t under this
paragraph is in no way (o be consicered an exien-
sion of the time i which EGPC may exercise
its audit right provided for i Article 1, paragraph
3) B) of ihis Accounting Proceduic. The audit
performeu under  this paragraph will be made 1o
vertly such statement.

EGIPC and COMTRACTOR shall agree on any
required adjustment. Supporting documcnts and
accounits will be available 10 EGIC during said
(welve (17) months period.

Article V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Control Accounls

CONTRACTOR wil establish an Exploration
Oblipation Control Account and an ofi-setting
contra accouit to control therein the total amount
of Explorition cxpenditures reporied on Staie-
ments of Activity prepared per Auticle 1.2 A) here-
of, less any reductions agreed to by LGPC and
CONTRACTOR following written exceptions
iaken by BGIC or CONTRACTOR pursuant 1o
Article 1.3 A) hereof, in order to determine when
the minimui: Cxploration obligation s been met.

2. Cost Recovery Control Accouat .
CONTRACTOR will establish a Cost Recovery
Control Account and an off-sctting conlra
account to conirol- therein the amount of cost
remaining to be recovered, 1f any, the amount
of cost recovered, and the value ol Excess Cost

Recovery Crude Qil, if any.

3. Major Accounts :
For the purpuse of classifying costs, expenses and

expenditur:s for cost reCovery as well as for the

purpose of establishing when the Exploration.

obligation has been met, costs, expenscs and expen-
diturcs shall be recorded in major accounts In-
cluding the folowing @ L

Exploration Expenditures.
Development Expenditures other than Opera-

ting Expcinses.
Operating Expcnses,
Necessary sub-accounts sball be usca.

Revenue accounts shall be maintaincd by CON-
TRACTOR to the exient necessary for the
control of recovery of costs and treatment of Cost

Recovery Crude Oil.
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SUPPLEMENTAL  AGRIEMENT

FGEC TROC OFFSHORE NORTH WEST SINAIL
BLOCKS 34&d

Reterence 18 made Lo that certain Concession Ag-
eement {hereinafter referred to as “the Agreement’)
dgned on the date hereof by the GOVERNMENT
of the ARAB REPUBLIC OF EGYPT (herein-
alter referred to as “GOVERNMLENT), the LGYP-
TIAN GENERAL PETROLEUM CORPORATION
thereinafter referred 1o as “EGPC™) and INTERNA-
IMONAL EGYPTIAN OIL COMPANY (herein-
after referred to as “TEOCT).

EGPC recognizes that due 1o certain circums-
tances 1IEOC might be unable to enter part of the
Arca for carrving out therein the operations contem-
platid under the Agreement.

v

As a consequence of the above, the Parties to
the Agreement hereby agree as follows .

. All the Parties’ rights and obhgations under the
Agreement shall be suspended until the Commence-
ment Date, such Commencement Date being the

dute six (6) months from that on which, after
consultation between and mutual consensus of
EGPC and TEQC, EGPC gives written notification
to LEQC that EGPC and TEOC shall have the
wholc Area at their disposal for free and
unrestricted access for carrying out the aforesaid
operations. For the purposes of determining the

rights and obligations of the Parties under this

Agrecment, the Agreement shall be read and
construed as if Effective Date whenever mentioned
therein is replaced by Commencement Date,

3) The Leiter of Guaranty undcr Annex “C” of the
Agreement shall be issued on the Commencement

Date.
y
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MEMORANDUM OF UNDERSTANDING
rclated to Concession Agreement in Main
Blucks 3&4 offshore North West Sinai Area S LR (AR SVE S &

With reference to the Concession Agreement | - | o o o
siguned today between the Egyptian  General Pe- L ““""'“‘“ v ('-"‘":” At g rAL e PARS S|
roleurs Corporation and the Internationul Egyptian b oubde b 5 Gl o Oy A N P
Ol Company relating to petroleum operafions 0§ . . t
be carried out in Main Blocks 3 & 4 Offshore North | 4= 227 e e taili 5l oLl ol “L!J
West Sinai Area (“the Agreement’), the Paruies | 5 1 56 W ( 1

\ ; * _ = g- ! b -L-..ihLﬂ) . 43 1 :L,W.. N
hereby agree that the written notificalion provided “'AL : -~ j T ) ol et f‘; L
forin point | of Annex “F’’ (Supplemental Agreement) | € ol ey po Al 3 e o gmaiil oSl
1o the Agreement way be given prior to the Eftec- | | ¢ .
. : > me.l!f-um s OV S 4l LG
tive Date as defined under the prowvisions of the O pea Wl L G gl
Agreciuent . R CIARHI SN I F RPN

Should said event occur, the Commencement | @b o ,alisoll 2o b 500 L IR ST

. i ] ' . el T ot * b U L NI 3, Al WS ol Soab e b |

Date provided for in said Anpex “F” shall be the | = = :‘ CJi o ’S' - 2
date fulling six months from the date on which said | 05" Ut o & PR Al e S0 w0 i

notification bas been given or the Effective Date | 1. ;1 s, o) L N .
. . . - L }"L" 4 . __r*-“ 1L i v —j..ii 1LL,;|- ": 4+ -
us provided for 1n the Agreement, whichever comes oS IRE el aadt

jater |

» e Y G L) WY
Furthermore, EGPC confirms 1hat, without D AL Y N ] J-S:,-r C el M,

prejudice 1o the nrovisions of Article 1V of the

Agreement, 1IEQC shall be entitled to start the opera- 8 st *“LL“J* iy ol “‘HU—*“ /Ji ob ¢ L3S Ll
tions contemplated under the Agreement in the |\ s | 3 e A3 Vlodw £ 5 0w 3 A5l
Area m qaestion as soon as it receives from EGPC e f;*‘ - SN 3B,
the written notification provided for in point | of [ ¢z &=l 0 (3) il 4 e o, il D (eY
said Anpex “F”’, regardless of whether this occurs L A |

before or after the Effective Date as defined 1 the . 508 A gl 3 1 e 1y 3y ol

Agreement .

Said operations shall, for ali intents and purpo- | s Sl 2 LY, Ll 4 ;;Mg_m Ll g,
ses, be deemed to be operations carried out undc: T
the Agreement . Rty 34

Should the notification provided for under point ALV o L * Sy e

I of said Annex “F”’ be givpcn prior to the Ef’(eﬁztivc oS b Gl ey i § e 2 i) SEY e 1
Date, as defined in the Agreement, and should the | Y& ,.3: ,,J bty o wsla™i g el e 157 Ob ol b

events that make sthe Effectvie Date come into force | G
not have occurred within twelve months of the date Tt ot e e S S 138k O il 7 JL J-'- s
of this Memorandum of Understanding, all costs | Dby =lly i G G 'S PRV | > T f-luJI

and expcnses incurred in  connection with the opera- G

lions carzied out in the Area will be recovered by | = . e T LIGH W N [ TS D ......ul
[EOC out of the share of Profit Oil'to which EGPC | J, =t o o il L5 au, 8 i

is ¢niitled pursuant to the provisions of that certain o s Gl G st ‘-"‘J"”
Agreement for Petroleum Exploration and Explol- LA 3t W, ol s bl aa 4 e
tation 1n some Areas of the Gulf of Suez and Nile _
Delta approved by Law no. 16 of 1978 . VAVA 'L--J i1 r’J D silalby 0

g 18
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EGYPTIAN GENERAL PETROLEUM Js ) LAt 3l ey
CORPORATION : R

INTERNATIONAL EGYPTIAN OIL COMPANY ol 2al Ul
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InLe TEOC
SIDE LETTER
oo Article *GAS T of North Wesi Sinui Agreement

Refercnce 15 made to the Concession Agreement
1 Peiroleum Explotabion and Exploitation in maim
ioeks 3 and 4 offshore north west Sinar arca (here-
Afler called the Agrecement) sigred on the date
wenf by the GOVERNMENT of the ARAB RL-
THIIC O LGYPT (herein after caelld ARI)
4 SGYPTIAN GENFRAL PETROLEUM COR-
JRATON (hercinafter called EGPC) and INTER-
ATIONAL EGYPTIAN OIL COMPANY (herct-
et called JEOC),

{fOC hescby expresses its desixe to alter the
wvision of the Article of the Agreement dealing
- ith gas (article XX VI “GAS") by provisions which
% govern the matter i a More coniplete manner
4 for such purrose EGPC agrees to start discus-
~ oy proposals to this  effect made by 1EQC
4oupon agreement being reached hetween EGPC
4 IET?(_“. the Agreement shatl be ansended accord-
e S ¥
. However it 15 anderstood that vaui the Peraes
sehoagresment on -such alterations the  extsung
Caastons shail remain i effect,

;::EGPC

ey maAWETE o

- JEOC

vy il ol F b= i

‘s {date) Jan. 11,1979
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