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CONCESSION AGREEMENT FOR PETROLEUM AT %
EXPLORATION AND EXPLOITATION ity Ja il e L
EETWEEN .. d:: ..
THE. ARAB REPUBLIC OF EGYPT o Wl e &) g 4o S
. AND »
EGYPTIAN GLNERAL PETROLEUM Uyl Al el )
COEPORATION : ]
AND 3
BP PETROLEUM DEVELOPMENT LIMITED Jyptlld oo 82
IN J
PO R W | R P4
SABIL. AREA, ONSHORE SOUTH SINAI G '-"
sl L glow

This agreement made and entered on this fitth
day of June, 1979 by an between ARAB REPUBLIC OF

EGYPT (hercinafter referred to variously as "ARE.” or |
as the “GOVERNMENT"), the EGYPTIAN GENERAL

PETROLEUM CORPORATION, a legal entity created
by Law No. 167 of 1953 as amended (hereinafter referred
to as “EGPC”) and BP 'ETROLEUM DEVELOPMENT
LIMITED, a company organised and existing under the
laws of ENGLAND (h sreinafter referred to variously as
“BP” or as “CONTRACTOR” ).

W: TNESSETH

WHEREAS, Law No. 66 of 1933, as amended, cstab-
lished that all raw matenals, mciudmg petroleum, exist-
ing in mincs and quar 4es in. A.R.E.,, including the terri-
torial waters, and in the sea bed sub] ect to its junisdiction
and extending beyond the territonial waters, are the pro-
perty of the State, and.

WHERFEAS, EGPC has applied for an exclusive conce-
ssion for the exploration, development and production of
petroleum in and thmughaut the area referred to in

Article TI, and described in Annex “A” and shown appro- |
ximately on “B” which are attac;hed hereto and made part | 2ts®

hereof: and

WHEREAS, CONTRACTOR agrees to undertake its
obligations provided hereinafter as CONTRACTOR with

respect to the explorat on, devclnpment and production of
petroleum in said Areq; and .

10

WHEREAS. the GOVERNM:ENT desires hurchv
grant such concession; and .
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WHEREAS, the Minister of FPetroleum Pursuant
to the pmvlslcms of Law No. 86 of 1956, may

enter into concession agreement with EGPG and with

CONTRACTOR as:. CONTRACTOR, for the pﬂtrﬂleum .

operations referred to in the preceding paragraph in the
Area hereinafter reforred to.

NOW Therefore, the parties herties hereto agree as
follows:
ARTICLE 1
DEFINTTIONS

(a) “Exploration, shall include such geological, geophy-
sical, aerial and other surveys as may be contained
in the approved work Programs and Budgets, and the
drilling of such shot holes, core holes, stratigraphic
tests, holes for the discovery of petroleum or the
appraisal of petroleum discoveries and other related
holes and wells and the purchase or acquisition of
such supplies, 1r aterials and equipment therefore, all
‘as may be contained in the approved Work Programs
and Budgets. The verb "explore means the act of con-
ducting exploration.

(b) “Developrnent” shall include, but not be limited to, all
the operations ar d activities pursuant to approved work

Programs and Budgets under this Agreement with
respect to:

(1) the drilling of development wells, and

(i) designing, construction, installation servicing
and maint>nance of equipment lines, systems
facilities, plants and related operations, to produce

 and operate said wells, to take, save, treat, handle,
store, flare, transport and deliver petroleum for

exnort, anc to undertake repressuring, recycling
and other secondary recovery projects.

(¢} “Petroleurn™ means liquid crude oil of various den-
sities, asphalt, gus casinghead gas and all other hydro-
carbon substances that may be found in, and produced,
or otherwise obtained and saved from the area under

this Agreement, and all substances that may be extra- |

cted therefrom.
(@) “Liquid Crude Qil” ar “Crud Oil” or “OQil” means
any hydrocarbon produced from the Area which is in

a liquid state at the wellhead or lease separators or

which is extracted from the gas or casinghead gas in |
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a plant.

Such term includes distillate and conden-
sate. |
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“Gas” is natur:! gas both associated and non-asso-
ciated, and all of its constituent elements produced
fromn any well in the Area and all non-hydrocarbon
substances therein.  Said term shall include residual

gas.

A‘barrel” shall -onsist of forty-two (42) United States
gallons, liquid 1 easure, corrected to a temperature of
sixty degrees {6t)) Fahrenheit.

“Commercial Well” means the first well n any geo-
logical feature which after testing for a period of thir-
ty (30) consecutive days where practical, but in any

cevent in accorcance with sound, accepted industry
production prac:ices, and verified by EGPG, is found

to be capable of prodiicing at the average rate of not
less than Two Thousand (2,000) barrels of oil per day

(BOPD). The date of discovery of a “Commercial
Well” 1s the date: on which such well 1s completed and
tested according to the above.

“A.R.E.” means ARAB REPUBLIC OF EGYPT.

“Bifective Date™ means the date on which the relevant
law 1s issued or “he text of this agreement is signed hy
the GOVERNMENT, EGPC and CONTRACTOR,
whichever is latzr. |

“Year” or “Calcndar Year” means a period of twelve
(12} months according to the Gregorian Calendar.

“Fimancial Year” means the GOVERNMENT s fin-

ancial year starting on January Ist, and ending on
December 31st, accorrding to the Gregorian Calendar,
hoth dates beinz inclusive.

“Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax
returns or reports are required according to any app-

licable income, profits or other tax law or regulation
of the A.RE.

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

(1) 'The share capital. conferring majority of votesat

stockholders’ meetings of such company, of which

is owned d rectly or inﬂirﬂcﬂy by a barty hereto;
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share capital coferring majority of votes at
stockholders’ me=-ting of a party hereto; or.

(/1) Whose share c:pital conferring a majority of
votes at stockholders’ meetings of such company
and the share capital conferring a majority of
votes of stockholders’ meetings of a party hereto
are owned directly or indirectly by the same

company.

ARTICLE I1
ANNEXES TO TH_E AGREEM ENT

AN ey

Area’’

Aﬂnex “B" is an lﬂustrauw map on thc scall:: of 1 500 000

tdlcatmg the Arm c:l:wcrctl and affe:ctcd by thls Agrcf:mcnt
nd described in Annex “A”.

Annex “C” is the form of -a Letter of Gﬁarant)r to be is-
aed by the CAIRQO BAIRCLAYS INTERNATIONAL

‘AE, Cairo, Egypt, and tobe submitted by CONTRAC- |

"OR on the Effective Date of this Agreemenit, for the sum
1 seven millién (7,000,000) U.S. Dollars. -

Guaranteeing the execution of CONTRACTOR’S
unimum exploration obligations hereunder for the first
heee (3) year exploration period. Such guaranty shall
*main effective for six {6) months after the end of the said

ree (3) year period excep: as it may be released prior to

.time in accordance with the terms thf-rmf

"nnex “D” is the form of a Charter of the operating
mpany to be formed as provided for in Article VT hereof.

Annex “E” is the Accowating procedure.

Annex “F” is a Supplemental Agreement which takes
xount of special circumstances relating to the area and

nsequently provides for the suspensions of rights and obli-
tions vnder this Agreement from the Effective Date up

the Commencement Date.

Annex “A”, “B”, “C”, “I", “E” and “F” to this Agre-
1ent are hereby made par: hereof, and they shall be con-
lered as having equal forc: and effect w1th the provisions

this Agreement,

"A”isa dmmpum of thcArca r.:w::rcd mcl af-— :
ected b} this Agreement, hereinafter referrcd to as “The .
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ART'ICLE III

GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants EGPC, and GON-
TRACTOR subject to the terms, covenants and conditions
set out in this Agreement, which insofar as they are contrary
to or inconsistent with zny provisions of Law No. 66 of
1953, as amended, shall I ave the force of Law, an exclusive
aoncession in and to the A.rea described in Annexes “A” and

IEB!‘!.

(2) The GOVERNMENT shall own and be entitled, as
hereinafter provided to a royalty in cash or in kind of
Ten (10} percent of the total quantity of petrcléum

produced and saved from the Area during the develo-
pment period inclucling renewal. Said royalty shall

be bome and paid b EGPC and shall not be the obli-
gation of the COINTRACTOR. The payment ii:rt
royalties by EGPC shall not be deemed to result in
income attributable to the CONTRACTOR.

An initial exploration period of Three (3) years shall
start from the Effective Date. Two (2) successive ex-
tentions to the initia’ exploration period of Three (3)
years and Two (2) years shall be granted CONTRAC-
TOR at its option uon ninety days prior written no-
tice to EGPC and st bject only to its having fulfilled
its obligations hereuader for the preceeding period.
The Agreement shall be terminated if no Commercial
Discovery is establiched by the end of the Eighth
(8th) year of the exploration period. However,
- such peried may be extended at CONTRACTOR's

- (B)

option for up te six months to enable the completion |
of drilling and testinyr of any well actually being dril.

led or tested at the end of the Eighth (8th) year. Elec-
tion by EGPC to undertake a sole risk venture under
paragraph () immec iately hereafter shall not extend
the exploration period nor affect the termination of

this Agreement as to CONTRACTOR.

“Commercial Discovery” : After discovery of a Com-
mercial Well, CONTRACTOR shall undertake, as
part of its exploraticn program the appraisal of the
discovery by drilling one or more additional wells, to
determine whether such discovery is worthy of being
developed commercially, taking into consideration the
recoverable reserves. production, pipeline and terminal

facilities required, estimated crude oil prices, and all
other relevant technical and economic factors,
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A Commercial Discovery may consist of one produ-
cing reservoir or z group of producing reservoirs which

after appraisal is worthy of being developed commer- |

VAR A pla e J(;)GU \4 Sal) e e ) s gl
T

cially,. CONTRACTOR shall give notice of a Com-
mercial Discovery to EGPC immediately after the dis-
covery is considered by CONTRACTOR to be worthy
of commercial development but in no event later than
the completion of the second exploration, appraisal
well, or twelve (.2) months following the date of the

discovery of the (Jommeraial well whichever is earlier;

except the CONTRACTOR shall also have the right
to give such noti-:e of Commercial Discovery with res-
pect to any Ireservoir or reservours even if the well or
wells thereon are not “Commercial” withm the defini-
vion of “Comme ~aial Well” if, in its opinion, a group
of reservoirs considered collectively,- could be worthy
of development.

Following rec:ipt of such notice EGPC and CON-
TRACTOR shall meet and review all appropriatc data
with a view to mutually agreeing upon the existence
of 2 Commercia Discovery. The date of Commercial
Discovery shall be the date EGPC and CONTRAC- ]
TOR mutually agree that a Commercial Discovery
exists. - |

If Crude Ol is discovered but is not deemed by
CONTRACTOR to be a Commeraal Discovery under |
the above provisions of this paragraph (c}, EGPC shall,
onie (1) year after the expiration of the period speciticd
above within which CONTRACTOR can give notice

of Commercia' Discovery, or eighteen (18) months
ofter the completion of a well not considered a “Gom-

mercial Well” lave the right, following sixty (60) days
notice in writing to CONTRACTOR, at its scie cost,

risk and expense, to develop, produce and dispose of all
Crude Oil from the geclogical feature on which the

well has becn drilled.  Said notice shall state the spe-
cific area covering said geological feature to he deve

‘ 'L X
loped, the wells to be drilled, the production facilities
to be installe1 and ECPC’s estimated cost thereof.

Within thirty (30) days after receipt of said notice

CONTRACTOR may, In writing, elect t develop

csuch area as provided for in the case of Clommeroial
‘Discovery hereunder.  In such event all terms of this

Agreement shall continue tc apply to the specificd area,
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~m value to three hundred (300) percent of the cost it

sole risk Crudc: Oil shall be valued in the manner prec-

If CONTRACTOR elects not to develop such area,
the specitic iwrea covering said geological feature shall
be set aside {or sole risk operations by EGPC. EGPC
shall be entitled to perform, or in the event Operating
Company reterred t0 in Article VI has come into exis-
tencesto have Operating Company perform such opera-
tions for it at EGPC’s sole cost, risk and expense. When
EGPC has recovered from tie Crude Oil produced
from such specific area a quantity of Crude Qil equal

has incurred in carrying out the sole risk operations,
CONTRACTOR shall have the option, only in the
event there has been a separate Commercial Discovery,
to share in further development and production of that
speaitic area upon paying EGPC one hundred (100)
percent of suth costs incurred by EGPC. Such. one

hundred (1001 percent payment shall be recovered by
CONTRACTOR from Cost Recovery Crude Oil in
the normal manner for the recovery of ex penses under
Article VIT (1). Immediately following such payment |
the specific a:ea shall either (i) revert to the status of
an bfdina-ry c evelopment lease under this Agreement
and thereafte: shall be operated in accordance with
the terms hercof ; or (ii) alternatively, in the event that
at such time AGPC or its affiliated company is condu-
ating all development operations in the area at its sojc
expense and FGPC elects to continue operating, the
area shall remain set aside and CONTRACTOR shall
in addition tc the recovery from cost recovery crude
oal of the one hundred (100) per cent payment men-
tionted above only be entitled to its percentage of the
Crude Oil as specified in Article VII (b) below. The

vided 1 Paragraph (c) of Article VII. Tn the event
of any termin: tion of this Agreement under the pro-

visions of paragraph (b) above this Agreement shall,
however, continue to apply to EGPC’s operation

any sole risk vanture hereunder, although such Agre-
ement shall have been terminated with respect to

CONTRACTCR pursuant to the provisions of said
paragraph {b) above.
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The development period shall be twenty (20) years
from the date of the first Commenrcial Discovery. This
period may be renewed for an additional period of Ten
(10) years at the option of CONTRACTOR upen
six () months prior written notice to EGPC. Fol-
lowing Commmercial Discovery the cxtent of the
whole area capakl: of production to be covered by
development lease or leases shall be rutually agreed
upon by EGPC: ard CONTRACT OR. and be subject
to the approval of the Minister of Petyoleumn.

Such area shall then be converted automatically

into a development lease or leases without the issuance

- of any additional legal mstrument or permission.

Development oerations thereafter shall be started

- promptly by Operating Company and unless EGPG

* Jeum engineering principles, the

and CONTRACTOR agree otherwise, at least one
drilling rig shall >e used eontinuously until, in aocor-
dance with good oil field practices and accepted petro-
field is considered to
be fully developetl. In the event no commercial pro-
duction of Petroleum in regular shipments is established
in any of the blo:ks in which a Commercial Discovery

-« made within tiree (3) years from the date of Com-
mercial Discovery, such blodk shall immediately be

surrendered.

CONTRACTOL shall bear and pay
requircd in carryng out all the operations

a1l the costs and

expenses

- under this Agrcement but such costs and expenses

investment, and

shall not include any interest on

“ CONTRACTOR shall leok only to the Petroleum to

()

which it is entirled under this Agreement to recover
«uch costs and expenses. Such costs and expenses shall
be recoverable as provided in Article VII. During
‘the term of this Agreement and its renewal the total

production achieved m the conduct of such operations

shall be divided between FGPC and CONTRACTOR

i accordance with the provision of Article V1L

1. CONTRACTOR shall be

laws ‘in force in the A.R.E. and the political

subject

qubdivisions thereof, which impose taxes on 01
measured by income or profits, including those
laws imposing the commercial and industrial pro-

fits tax, niunicipal tax, defense tax and national
gecunity tax on jncome and dividends paid
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with respect to shareholders (hereinafter rete-
rred 10 as * ARE. Income Taxes ), and
exce xt as otherwise provided in the Agreement,
shall comply with the requirements of such laws
with respect to the filing of returns, the assess-
ment of tax, and the keeping for review by autho-
rized persons of books and records. '

For the purpose hereof, any A.R. E. income
taxes for which CON’;[’RAGTOR’S shareholders
may be liable shall be deemed to be taxes levied
against- CONTRACTOR.

[t 1s expressly agreed and acknowledged that
EGP(>’s share of the volume of crude oil as dete-

minec| under ‘Article VII includes a volume of
crude oil to meet the CONTRACTOR’s AR. E.
Incorae Taxes as described above in this para-

grapb (f) (1)..

EGPC agrees
oil. v-ﬂumeg will be used to meet CONTRA-
CTOIs Incnme Tax liabdity in A.R.E. as.and
when due. | |

For parposes of applying paragraph (f) (1) of

that proceeds from such arude

“this A-ticle, the total taxable income of CON-

TRACGTOR 1n respect of any Tax Year shall be
an dII"Ul]Ilt calrulatcd as fﬁlluws

(z) T e total of the sums receaved by CON-
"TRACTOR from the sale or other dispo-
siion of all Crude Oil acquired by CON-
TRACTOR pursuant to Article VII, para-
g:phs (a) and (b); LESS

(2} The costs and expenses of CONTRAC- |
TOR wh_lch are allowed to be recovered

in the Tax Year under paragraph (a)
. of Article VII; and

(6) The value, as determined in paragraph
(©) of Article VII of the excess Cost
Recovery Crude Oil taken and separa-

tely disposed of by CONTRACTOR
pursuant to Article VII, paragraph

(ﬂ) (2);
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PLUS

(i) An amount equal to CONTRAGIOR's
A.R.E. Income T'axes.

EGPC shall assume, pay and discharge, on
behalf of CONTRACTOR, CONTRACTORs

A.R.E. Incone Taxes out of the sums reccived
by EGPC fiom the sale or other disposition of

its share of -he Crude Ol

EGPC shall fumish to CONTRACTOR the
proper offic:al receipt cvidencing the payment
of CONTRACTOR’s AR.E. Income Taxes,
within sixty (60) days followmg the receipt by
EGPC of CONTRACTOR’s tax declaration for
the precediny Tax Year. Such receipts shall be
1ssued by th: proper Tax Authorities and shall
state the amount and other parﬁcularé customary
for such rec::ipts. S |

In calculating its A.R.E. Income Taxes, EGPC shall
be cntitled to deduct royalties paid by EGPC to the
Government and the A.R.E. Income Taxes of CON-
TRACTOR paic by EGPC on CONTRACTOR’s

behalf.

ARTICLE 1V

© WORK PROGRAM AND EXPENDITURES

DURINGE XPLORATIQN PLERIOD

a¢) CONTRACTOF. shall commence exploration opera-
tions hereunder not later than six (6) months after the

Effective Datc.  Not later than the end of the twenty

~fourth (24th) month after the Effective Date, CON-

- ploration data n E
said Area.

‘b) The initial explcration period shall be three (3} years.

CONTRACTOIL may extend this exploration period

for two (2) addit onal periods of three (3) yearsand two
(2) years respectively, each upon a ninety (30) days

TRACTOR shall start exploration drilling in the Area,
with a commitmant of drilling two (2) wells during
the initial exploration period. EGPC shall make
available for coniractor’s use all scismic and other ex-

GPC’s possession with respect to

prior written notice to EGPC subject to its expenditure |
of its minimum exploration obligations for each such

period.
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CONTRACT DR shall spend a minimum of SEVelL
million (7,000,0(0) US Dollars on exploration operat-
ions and activi ics related thereto during the initial
three (3) year ¢» ploration period, including drilling of
two (2) wells. Tor the first three (3) year period that
CONTRACTOR elects to extend beyond the mitial
exploration per od CONTRACTOR shall spend a
ninimum of seven million (7,000,000) US Dollars and
for the second iwo (2) year extension period, CON-
TRACTOR shall spend a minimum of five million
(5,000,000) US Dollars.

Should CONTRACTOR spend more than the mim-
mum amount required to be expended during the initial
three (3) year exploration period or during any period
the exicess may be subtraoted from the min-

" money required to be expended by

thereafter,
mum amount ol
CONTRACTOR during any succceding exploration
period or periods, as the case may be.

In case CONTRACTOR surrenders 1ts exploration
obligations in this Agreement as set forth above before
or at the end of the third (3rd) year of the initial period,
having expended less than the total surn of seven mill-
ion (7,000,000} US Dollars on exploration or in the
event at the end of the third (3rd) year CONTRAC-
TOR has cxpeced less than sald sum in the Area, an
amount equal to the difference hetween the said seven
million {7,000,00:0) US Dollars and the amount actually
spent on explora tion activities shall be paid by CONT
RACTOR to E3PC at the time of surcendenng or wi-
thin three (3) months from the end ol the third (3rd) ye-
ar of the intial =xploration period, as the case may be
Any expenditur s deficiency by CONTRACTOR. at
the end of any additional period for the reasons above-
noted shall similarly, resultin a payment by CON-
TRACTOR to EGPC of such deficiency. Provided
this Agreement s still in force as 10 CONTRACTOR,
CONTRACTOR shall be entitled to recover aty such
payments as &> ploration expenditure in the manncr
provided for under Article VII in the cvent of com-

mercial product on.
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Without prejudice to Article 111 (bY, in case no Com-
mercial Discovery is established by the end of the eighth
(8th) year, or in case CONTRACTOR surrcnders its
exploration obligaticns under this Agrecment prior to
such time,EGPC shall not bear any of aforesaid ex-
penses spent by CONTRACTOR.

At least three (3) months prior to the beginning of each
year or at such other tirmes as may mutually be agreed

to by EGPC! and CONTRACTOR, CONTRACTOR
shall prepare an Exploration Work Pregram and Bud-

get for the Area setting forth the exploration operat-
ions which CONTRACTOR proposes to carry out du-

ring the ensuing year. During the exploration pericd.

such Work Program and Budget shall be at least suf-
ficient to sz tisfy CONTRACTOR’s minimum expen-
diture obligation for the period it covers, taking into
account an/ credits for exoess expenditures by CON-
TRACTORE. in prior exploration pexiod.

T'he Exploration Work Program and Budgct shall be
reviewed by a joint committee to be established by EG-

PC and CONTRACTOR after the Effective Date of | 4

this Agreemrent. This Committee, hereinafter referred
to as the “Lxploration Advisory Committee”, shall co-
nsist of six (b) members, three (3) of whom shall be ap-
powted by EGPC and three (3) by CONTRACTOR.
The Chairryan of the Exploration Advisory Clommittce

shall be designated by EGPC from among the members
Llppoiuted by it. The Explortion Advisory Committee
shall revievr and give such advice as it deems approp-
riate with respect to the proposed Work Program and
Budget. Following review by the Exploration Advi-
sory Comnuttee, CONTRACTOR shall make such
revisions a: GONTRACTOR deems appropriate and
submit the Exploration Work Program and Budget to

EGPC for its approval. Following such approval, it
is further .greed that :

(z; CGONTRACTOR shall not substantially revise or
modifv said Work Program and Budget nor reduce

the a»proved budgeted expenditure without the
approval of EGPC.

(#) In the event of emergencies involving danger of
loss of lives or property, CONTRACTOR mavy
expend such additional unbudgeted amounts as
may i>e required to alleviate such danger. Such
;:xpﬂr..diture shall be considered in all respects as

exploration expenditore and shall he recovered

pursuant to the provisions of Article VIT hereof. |
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(d) CONTRACIOR shall advance all neccssary funds

m :

for all materials, ¢quipment, supplics, personnct aclnil-
nistration and opéerations pursuant 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 prepara-
tion and perform: nce of the Exploration Work Prog-
ram which shall >e implemented in a workmaniike
manner and in consistence with good industry practices.

Ixcept as is appropriate for the processing of data
and laboratory studies thereon, to be made in special-
ised centers outsidz A.R.E., all geological and geophy-
sical studics as well as any other studies related to the

performance of this Agreement, shall be made in the
ARE.

CONTRACTCR shall entrust the management of
exploration operations in the AR.E. to its technically
competent General Manager and Deputy General Ma-
nager. The names of such Manager and Deputy
General Manager shall, upon appointment, be fort-
with notified to t GOVERNMENT and to EGPC.
The General Mar ager and, in his absence, the Deputy
General Manager shall be entrusted by, GONTRAC-
TOR with sufficient powers to carry out immediately
all Iawful written directions given to them by the
GOVERNMENT' or its representative undcr the terms
of this Agrecemert. All lawful regulations issued or
hereafter to be istued which are applicable hereunder
and not in conflict with this Agreement shall apply tc
CONTRACTOR.

CONTRACTOR shall supply EGPC, within thirty
(30) days from the end of cach calendar quarter, with
a Statenment of Exploration Activity showing costs

incurred by CCNTRACTOR. during such quarter. |

CONTRACTOR’s records and necessary supporting
documents shall he available for inspection by EGPG
at any time durir g regular working hours for three (3)
months from the date of recving each Statement.

Within the thrze (3) months from the date of rece-
iving such Statement, EGPC shall advisc CONTRAG-

TOR in writing if it considers :
()
(i) that the coits of goods or services supplied arc
not in line with the international market prices
for goods o- services of similar quality supplied
on similar terms prevailing at the time such goods

or services were supplied, provided however, that
purchases made and services performed within

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

that the record of costs 18 not correct |
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(iz2) that the sondition of the materials furnished by
CONTRACTOR does not tally with their prices |
or

(iz) that the costs incurred are not reascnably required
for operations.

CONTRACTOR shall confer with EGPC in con-

YA
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nection with tie problems thus presented, and 1:):?45rti{1~5h A I Vol OF g W1 ey saadl lde G Ll

shall attempt o reach a settlement which is mutually ‘

satisfactory.  [f within the limit of the three (3) months
period provided for in this paragraph, EGPC has not
advised CONTRACTOR of its objection to any sta-
tement, such statement shall be considered as approvecl.

CONTRACTOR shall supply all funds necessary for
its operations in AR.E. under this Agreement in freely

convertible cwrency from abroad. CONTRACTOR
shall have the :ight to buy Egyptian currency whenever
required and the conversion shall be made at the local
banks in the A.R.E. according to the Official A.R.E.
Rate of Exchinge.

(&)

ARTICLE V
MANDATORY AND VOLUNTARY
R iLINQUISHMENTS
MANDATORY

At the end of the third (3rd) year after the Effective
Date hereof, CONTRACTOR shall relinquish to the

GOVERNMENT 1 total of twenty-five (25) percent of the

original Area not ‘hen converted to a development lease
or leases,

At the end of tae sixth (6th) year after the Effective
Date hereof, CONTRACTOR shall relinquish an additio-

nal twcnt)r-fivf: (25) percent of the original Area not then
converted to a devzlopment lease or leases.

Without prejudi:c to Articles 111 and XXI, at the end
of the exploration period, CONTRACTOR shall relin

quish the remainder of the original Area not then conver-
ted to a developmmnt lease or leases. |

VOLUNTARY

CONTRACTOR may, voluntarily, during any period
rehnquish all or any part of the Area provided that at the
time of such voluntary reliquishment its financial obliga-
tions for exploraticn expenditure under Article TV para-
graph (b) have been satisfied for such period,

Any relinquishm=nts hereunder shall be credited toward
the mandatory prcvisions of the above paliagraph. |
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Foliowing Coir mercial Discovery, EGPC and GONT-
RACTOR shall niutually agree upon any area to be relin-
quished thereafter, except for the relinquishment provided
for above at the end of the total exploration period.

()

()

ARTICLE VI
OPERATION AFIYER COMMERCIAL

DISCOVERY
On Commer :ial Discovery, EGPC and CONTRACG-
TOR shall ftrm in the A.R.E. an operating company
which shall be called Sabil Petrolcum Company,
hereinafter referred to as SABIL or as Operating
Company. The laws and regulations in force in the
ARE, to the extent that such laws and regulations
are not mnconsistent with the provisions of this agree-
ment or the charter of SABIL shall apply to the
operations of SABIL however, SABIL shall, for the

purpose of this Agreement, be exempted from the

following law: and regulations as now or hcreafter
amended or :ubstituted :

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

—Law No. I+ of 1963 on Representation of Emp-

loyees and "Norkers on the Boards of Companies ;

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

—Law No. 97 of 1976 organising dealings in forcign

CUI'Tencles.

—Law No. ¢ of 1978 on the staff Regulations of

Public Companies ;

—Presidential Decree No. 1868 of 1974 restricting
some  cotitracts of Works of the Government to

Public Inst'tutions and Corporations and Public
Sector Unit:.

The Charter »f SABIL is hereto attached as Annex
“D”. Within thirty (30) days after the date of Com.-
mercial Discovery, the Charter shall take. effect mid
Operating Company| shall automatically come into

existence, without any further procedures.
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‘auditors, showiag the funds cre

Ninty (90) davs after the date Operating GCompany
comes into ¢x stence in accordance with paragraph
(b) above, it shall prepare a develepment Work frog-
ram and Budret for the remainder of the year in
which the Cornmercial Discovery 1s made ; and not
later than the first (1st) of September of said ycar
(or such other date as may be agreed upon) and the
first (1st) of S¢atember of each year thercafter Opera-
ting Company shall prepare an annual Production
Schedule, Work Program and Budget for the succee-
ding year. Th: Production Schedule, Work Program
and Budgct shall be submitted to the Buard of Direc-
tors for approal.

Not later than the twenticth (20) day of each month,
Operating Conpany shall furnish to CONTRACTOR
a written estumate of jts total cash requirements for
cxpenditure for the first half and the second half of
the succeeding month expressed in US Dollars having
regard to the approved budget. Such estimate shall

take into consideration any cash expected to be on
hand at montt end.

Payment for the appropriate period of such month
shall be madc to the correspondent bank designated

in paragraph (e) below on the first day and fifteenth

day respective y, or the next following business day,
it such day is not a business day.

Operating Comnpany is authorized to keep at its own
disposal abroad in an account opened with a corres-
pondent bank of the National Bank of Egypt, Cairo,
the forcign funds advanced: by CONTRACTOR.
Withdrawals from said account shall be used for
payment for goods and services acquired abroad and
for transferring to a local bank in the A. R. E. the
required amounts to meet expenditures in Egyptian
Pounds, for Ojerating Company) in connection with
Its activities w.der this Agreement.

Within sixty (60) days after the end of each Finan-
cial Year, Operating Company shall submit to the
appropriate exchange control authorities in the A.R.E.
a statement, duly certified by a recognised firm of

dited to that account,
the disbursemeats made out of that account and the

balance outstar ding at the end of the year., -
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RECOVERY OF COSTS AND EXPENSES

" used in petroleum operations Such Crode Oil s

()

ARTICLE VII

AND PRODUCTTON SHARING
Cost Recovery Crude Oil

Subject to the auditing provision under this agree-
ment, CIONTRACTOR shall recover all costs and
expense: 1n respect of all the exploration, deve-
lopment and related operations under this Agree-
ment to the extent and out of thirty (30} percent
per annan of all Crude Onl produced and saved
from al. development leases hercunder and not

heremafter referred to as “Cost Recovery Crude
Oil”.

Such cests and expenses shall be recovered from
Cost Recovery Grude Oil in the following manner:

Al Operating Expenses, incurred after initial
Commercial Production, which for the pur-
poses of this Agreement shall mean the date
on which thee first regular shipment és made,
‘shz 1t be recoverable starting in the Tax Year
in ‘whioch such costs and expenses are incurred
antl paid or the Tax Year in which initia)
Clommercial Production commences, which-
ever is the later date.

s

(i) Exploration Expenditures including those
acmulated prior to the commencement of |
ini*ial Commercial Production. which for the
purposes of this Agreement shall mean the
date on which the first regular shipment, i<
made, shall be recoverable at the rate of
twenty {20) percent per annum starting in the
Tax Year in which such exnenditures are incu-
rrad and paid or the Tax Year in which init-
3al Commencial Production commences, whi- |
ctever is the later date.

(iif) Develonment Expenditures, including those
aocumulated prior to the commencement f
initial Commercial Production <hall be reco-
wirahle at the rate of twenty (20) percent per
annum starting in the Tax Year in v:?ln{:h
such éxpeoditures are incurred and 'Dﬂ-ldl ar
the Tax Year in which initial Commercial
'Pmdwt!m COmMMmEences, whichever is the later

date.

|
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(i) TD.'Zhﬂ extent that, in a Tax Ycar, costs
expenscs or expenditures recoverable per par-
agraphs (1), (ii) and (i) preceeding exceed
the value of all Cost Recovery Crude Oil for |
such Tax Year, the excess shall be carried
forward for recovery in the next succeeding
Tax Year or Years until fully recovered, but

in no case after the termination of the Agree-

ment, as to CONTRACTOR.

(z) For -he purpose of determining the clas-
sification of all costs; expenses and expenditu-

res for their recovery, the following terms
shall apply:

1. “Exploration Expenditures” shall mean

all costs and expenses for Exploration.
|.

2. I“]}cvelﬂpmmt Expenditures” shall mean |
all costs and expenses for development with |
the exoeption of operating expenses.

3. “Operating Expenses” shall mean all
costs, expenses and expenditures made after
initial Commercial Production, which co-
sts, expenses and expenditures are not nor-
mally depreciable.

(v1) It is understood and agreed upon that the
recovery of costs and expenses as based upoen
the rates referred above shall be allocated
to each quarter proportionately (one fourth
to each quarter). However, any allowable
costs and expenses not recovered in one quar-
ter, as thus allocated, shall be carried for-
ward for recovery in the succeeding quar-|
ters. '

W

CONTRACTOR shall each year take and sepa-
rately dispose of all Cost Recovery Crude Ol pro-
duced, except as provided in sub-paragraph (a)
(3) below »f this Article V11, plus its share of the
balance of the Crude Oil as stipulated in parag-
raph (b) b=low iof this Article VII. To the extent
that the vilue of the Cost Recavery Crude Otil (as
determined in sub-paragraph (¢} below) exceeds
the actual recoverable costs and expenditures, inc-
luding anyf carry forward from paragraph (a) {1)
(Iv) above to be recoverd in that vear. the valne
of such exess Cost Recovery Crude il actually

taken and separtely disposed of by CONTRA-
| |
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3. Ninety (90) Jays prior to the commencement of

(b) Production Shariag:
The re:nminiﬁg seventy (70) percent of the Crude Ot
shall be taken anc: disposed of separately by EGPC and
CONTRACTOR according to the following increme-

\av4 Ao Ji"" \e ;_3 ( 3 ) Cgh" \ﬂ Sdadl :1-:«-_;” hiﬁll

CTOR shal bepaid by CONTRACTOR to EG-
PC 1n the rianner set forth in Article IV of the

Accounting Procedure contained in Annex ‘E’ and
GCONTRACTOR shall be deemed to have purch-
ased such excess Cost Recovery Crude Oil

each year JLGPC shall be entitled to elect by
notice 1n writing to CONTRACTOR to take
delivery in kind, F.O.B. export terminal or other
agreed delivary point, of up to 50 percent of any
excess Cost Recovery Crude Oil for that year,
and there by reduce the amount to be purchased
by CONTERACTOR in the same percentage
amount. |

ntal scale
Crode o0jl Produced :znd saved Under EGO™ CONTRA-
This Agreement and no. Used in Petrol- Share CTOR ™
eum QOperations Barrels per day % Share
A

The First one Hundred Thousand 80 20 T

(100,000)
The Wext one Hunlred Thousand &3 17

(100,000)
On all Production Abore two Hundred 85 | &)
Thousand(200,000) X !
(¢) 1. Tt is the intent of the Parties that the value of

the Cost Rezovery Crude Oil shall reflect the
prevailing market price for Crude Oil. For the
purpose of evaluating the prevailing market value
of the quantity of Cost Recovery' Crude Oil to
which CONTRACTOR is entitled hcreunder
during each calendar semester, the weighted
average price realized for comparable quantities
on comparable credit terms in freely convertible
currency from F. O.B. point of export sales to
non-affiliated companies during such semester
at armslength by either EGPC or CONTRAC-
TOR under all Crude Oil sales contracts curren-

tly in effect, but excluding crude oil spot sales
not consisten: with prevailing market prices for

vy
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similar crude oil and ‘also excluding crude oil
sales contracts involving barter, whichever 1s |
higher, shall be used. It is undecrstood that 1in

the case »f C.LF. sales, appropriate deductions
shall be ir ade for transport and insurance charges
to calculute the F.OB. point of export price ;

and always taking into account the appropriate
adjustment for quality of crude oil, freight advan-
tage or disadvantage of port of loading and other
Nevertheless, if CON-

appropriate adjustments.

TRACTOR considers the value of the Cost Re-

covery Crude Oil so determined not to reflect the
market ccnditions prevailing during the calendar
semester, CONTRACTOR and EGPC shall
meet and mutually agree upon the price,

2. 1If during any calendar semester there. are no
such sales by EGPC or CONTRACTOR under
Crude Oil sales contracts currently in effect,
EGPC and CONTRACTOR shall meet and
rmutually agree upon the price of Crude Oil to be
used in determining the value mentioned in sub-
paragrapt. (¢} (1) above. Pending such mutual
agreemen: the price used shall be the last orice
determined puvsuant to sub-parasraph fc) (1), or
under thi; sub-paragraph {c} {2) whichever is
Iater, and apnropriate adjustment will be made
tHﬂI’EtD El]t*'{’f‘ determinatiom of a mnhm“Y agregd

price by 1GPC and CONTRACTOR.

" {d) Operating Company shall prepare (not less than

ninety {90) days prior to the beginning of each calen-
dar semester fcllowsng remilar nroduction) and furnish
in writme to CONTRACTOR and FGPC a forecast
setting out the total quantity of petroleum that Overa-
ting Company estimates can be produced. saved and ¥
transported heceunder during such calendar semester
in accordance with mood oil industry practices. Opera-
ting Company shall endeavour to prodice each calen-
dar semester the forecast quantity. The Crude Ojl

shall be nin to storace tanks constructed, maintained

and operated according to Covernment regelations.
by Operating Clompany i which siid Crude ‘O3] shall
be metered or otherwise measured for royalty. and the
other purposes requived by this Agrecment.

! Jibu LW --'.L~a—.:=-‘*=-” S _(u:-- @—.“ Vb G, 4

L‘.'M.B\SFJ ‘_}:L_.u CBH‘J] 5 ;L....H d},.....u J,L-.-.utca&}ﬂ.iy
J-_',.m:ab.........'l

S (o) el wluad Ny Gl JaI) LIS
el mb LWl @ Wl s % O Je o el b
Llzas rlinH o ) &_,ZJ el ds LT B S
PRSI IES P IO S P LY

e s ST Il el 13 e gf Jes o Al

et e Je dadndl QU Sy 2 Y gAY r'c‘vJ'!
eI i d Gl @ AL Jle G
e e L Nty slillaas ¢ L 51

| | .

2 il e Slarll sda a1 X
Sa P p oy (oaTE Al Cdad Gl e Ut
Lz gT bty gt e o ¢ i L1 L
ddtﬂ-l-—-ﬂlu_\l-l—:éﬂlrwl *{.:'IJ"*‘QJ‘ s} g 4
i (V) () o 13 G 3, 530 Ll
corl MV 3G GV e 1 J e gl Gl

4 (‘!‘) (.p) E:;JEH EJI#UI s b > gl JT ( \ ) (..--)
An arde Ll Shandl (6 iy ¢ Y 045 L
’ J;La‘ll_, dﬂ.q]i iLJ.c'- ads | 6""“ J-...JI < o

,_a*t_;mdsm‘p,;rszucwl
"’LJl«S',JI.LnaJsﬁiulal_oy(a*)M
U@wawljdjuh.imbwl AW
o1 Sladl LI S8 1 )y ) S
uUi*’YI FRY > get lghdi g lg Llia Y, PEN ] N W)
feliall Jgood Wiy 3, Sl o il ) i o]
Oslms UL LSS0 ey o L1 Ay 2]
,_,s.h-_jiw_,mhuu_wds‘db n__ll-u.u.i:'_'lICL,
Slaiy Ty 1 el , molee Jelil ey

‘lﬂu;uwb Wl A5 2 By sy,
Gk gl STl )l s ey ¢ L Kol
L RE LTS e PR R T PP

LY i

()



75 VA 2w ple Vo 8

G () @¥ 14 -

(¢)

(a)

(6)
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CONTRACTOR shall have the right and the obliga-
tion to separately take and dispose of currently all of
the Crude Oil to which it is entitled as is determined

in accordance ‘vith sub-paragraphs {a) and (b} of this
Article. Subjcct to payment of sums due EGPC
ander Articles VII (a) (2) and IX, CONTRACTOR
shall have the -ight to retain abroad all funds acqui-
red by it abroad including thc proceeds from the sale
of its share of '“rude Oil exported.

ARTICLE VIII
TITLE TO ASSETS

EGPC shall become the owner of all assets acquired
and owned by CONTRACTOR in connection with
the operations carried out by CONTRACTOR or
Opcratmg Cornpany in B.CCDI‘dB.I]CE‘ with the follo-

wing :
1. Land shall become the property of EGPC as soon

as it &s purchased.

Title to fir ed and movable asscts shall be trans-
ferred automatically and gradually from CGON-
TRACTOR to EGPC as théy become subiect {0
depreciaticn in accordance with the provisions of
Article VII[; however, the full title to fixed and
movable a-ﬁrta shall be transferred automatica-
Iy from CONTRACTOR to EGPC at the end
of the year when its total cost has been recovered
by CONTRACTOR in accordance with the pro-
visions of .Articdle VII, or at the time of termina-
tion of the Agrcement, whichever first occurs,

2,

The Book V:ilue of the Assets created durmme each

calendar quart:r shall be communicated by CONT-
RACTOR to EGPC or by Operating Company to

EGPC and CCNTRACTOR within thirty (30) days
of the end of each quarter.

During the term of this Agreement and the renewal |

period CONTRACTOR and Operating Company
are entitled to the full use in the Agreement Area,
and other Are: approved by EGPC of -all fixed and

movable assets .CONTRACTOR and EGPC shall|

not dispose of the same except with agreement of the

other.

CONTRACTOR may freely import into A.R.E., use
therein and fizely export at the end of such use
machinery anc¢ equipment which it either rents or
leases in accordance with good industry practices,
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ARTICLE IX
SIGNATURE ANI' PRODUCTION BONUSES

CONTRACTOR ;:hall pay to EGPC as a Signature
Bonus the sum of two million (2,000,000) ULS,

Dollars on the Effe:tive Date.

CONTRACTOR :hall pay :
The sum of two million (2,000,000) U.S. Dollars as

a Production Bonu: when the total average daily pro-
duction first reaches the rate of fifty thousand
(50,000) barrels per day for a period of thirty (30)
consecutive producing days,

CONTRACTOR hall pay also :

- ‘The sum of four mallion (4,000,000) U.S. Dellars
as a Production Bonus when the total average daily
production first rcaches the rate of one hundred
thousand (100,000) barrels per day for a period of

~ thirty (30) consecuive producing days.

CONTRACTOR :hall pay also :

The sum of eight million (8,000,000) US. Dollars
as a Production Bonus when.thé total average daily
production first reaches the rate of one hundred and

" fifty thousand (150 000) barrels per day for a period
of thirty (30) consecutive producing days.

Both aforesaid Si; mature and Production Bonuses

" shall neither be recovered nor amortized by CONT

1f’)

RACTOR.

In the event that EGPC elects to develop any: part of
the Area pursuant 10 the sole risk provisions of Article
IIT (c) hercinabove, production from such sole risk
‘area_shall be con:idered for the vurposes of this
Article TX only if CONTRACTOR exercises its.

ontion to share in s 1ch production, and only from the

initial date of sharing.

ARTICLE X
OFFICE. AND SERVICE OF NOTICF.

CONTRACTOR shzll maintain an office in A.R.E. at
which notices shall be validly served.
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(e} .Exccpt in instances where multiple producing forma-
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The General Mar ager and Deputy. General Manager
shall be entrusted »y CONTRACTOR with sufficient
power to carry out inmediately all local written directions
given to him by th¢ GOVERNMENT or its representa-
tives under the term: of this Agreement.  All lawful regu-
lations issued or hereafter to he issucd which are applicable
hereunder and not n conflict with this Agreement shall
apply to the duties : nd activities of the General Manager
and Deputy General Manager.

\AYA 4 wle Vs d(.ﬁ)cb \4 .:-LJ1_.__1._.:.¢.:,J]| as b

All matters and notices shall be decemed to be validly
served which are left at the office of the General Manager

or which arc sent to J1im by registered mail to CONTRAC-
TOR’s office in AR E. | ‘

All matters and notices shall be deemed to be validly
served which are l=ft at the office of the Chairman of
EGPC or which are sent to him byl registered mail at
EGPC’s mam office in Cairo.

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION

OF LOSS

(@) Operating Company shall take all proper measures,
according to generally accepted methods in use in the
oil industry to prevent loss or waste of petroleum
above or under the ground in any form during drilling,
producing, gahering and distributing or storage
operations. Thie GOVERNMENT has the right to
prevent any operation on any well that it might

reasonably expect would result in loss or damage to
the well or the oil field. o

() Upon completion of the drilling of a productive well,
Operating Corpany shall inform the GOVERN-

MENT Or 1ts representative of the time when the melf
- will be tested ind the production rate ascertained. |

tions in the same well can only be produced econo-
mically througt a single tubing string, Petroleum
shall not be procuced from multiple oi] Earr}ring ZONes
through one string of tubing at the same time, except

with the prior anproval of the GOVERNMENT or
1ts representative:.
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quantities of petroleurn and water produced monthly
from each develc pment lease. Such data shall be sent
to the GOVERITMENT or its representative on the
special forms provided for that purposc mthm thirty
(30) days after it is obtained. Daily or weekly statis-
tics regarding th= production from the Area shall bhe
available at all easonable times for examination by
authorized representatives of the GOVERNMENT.

Daily drilling rezords and the graphic logs of wells
must show the quantity and type of cement and the
amount of any other materials used in the well for the
purpose of protecting petroleum, gas bearing or fresh
water strata.

Any substantial change of mechanical conditions of the

well after its complet on should be subiect to the approval
of the representative of the GOVERNMENT.

(a)

ARTICLE. XII
CUSTOMS EXEMPTIONS

EGPC, CONTRACTOR., Operating Company and
their contractor: and sub-contractors engaged in

carrying on operitions under this Agreement shall be

permitted to imnart and shall be exemneted from oms-

toms duties, witl resoect to the iImporatation of ma-
chinerv. equipment, vehicles, materials, supplies. ¢on-
sumable items, fc odstuffs and movable propertv when
certified bv resnonsible representative nf EGPC. tn

be used solely in carrying on operations under this
Agreement.

Fach expatriate emplover nf CONTRACTOR. and
Omnerating Comnanv and the said contractors and sub-
contractors shall be permitted to imwoort and shall be
exempt from all customs duties with respect to the
reasonable mmmottation of household goods, cemsuma-
ble items, foodsh ffs and personal effects incluvding one
automobile providled however, that such proverties are
imported for the «w0ole use of the employee and his family
and provided further, that no such propertv imported

by the employee shall be resold bv him in the AR.E.
except in accordance with GOVERNMENT regula-

tions.
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The exemption provided in (a) of this Article shall not
apply to any imported items when EGPG considers and
shows that iterrs of the same, or substantially the same,
kind and quality are manufactured Lecally and are

available for pu nchase and timely delivery in the A.R.-
E. at a price no higher than ten (10} percent more thail
the cost of the imported item before customs duties,
but after transportation and insurance costs have

been added

Any of the itenis imported into the A.R.E. etther ex-
empt or not-exempt from customns duties, taxes or impo- |
sts under this Article may be exported by the impor-
ting party at any time without the payment of any

export duty, or 1mpost. -

Used but serviceable material, equipment and goods
resulting from operations hereundr may be sold within
the A.R.E. provided that the purchasers pay the app-
lcable customs duties, taxes or imposts, ¥ any, except
if sold to EGP( or an affiliated company of EGPCL

Material, equipmnent and goods so damaged or used as
to be noarserviceable and which are dassified by CON-
TRACTOR or Operating Company as scrap or junk .
{any such CONTRACTOR’s appraisal being subject
to EGPC approal and any such Operating Company's
appraisal being subject to EGPC and CONTRAGTOR
approval) may »e sold as scrap or junk without pay-|
ment of custom:. duties, taxes or 1Mposts.

In the event of ruch sale under sub- paragraphs (e) and
(nf) above, the pm-cceads from such salf:s shall be dmdtd |

in the follcm g manner:

CONTRACTOR shall be entitled to retmbursement
of its unrecover=d cost, if any, in such matenal or

equipment and the excess, if any, shall be paid to
EGPC.
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€
(#) “Customs duties”, as used hercin, shall include all
duties, taxes or inposts (except those charges paid to
the GOVERNMENT for actual services rendercd),

which are payab!: as a result of the importation of the

sda B el G guas 3 (S ol 0 JIy Joti (£)
A P ) SO S [ P\ A VPR W T H L WY
adad Dlas di 4s ol cs,niuﬁu;..hi)l_ﬁfﬁn
et Sl s 3T G (el

. 8 ,..n.dl" | nE....‘..Sﬂ

itermn or items uncler consideration.

(ff There shall be ro licence required, and CONTRA-
CTOR, EGPC and their respective buyers shall be
exempted from aay duty, tax, fee or any othcr fnan-
cial impost in respect of the export of Petroteum
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hereunder.
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() Ata rwﬁable 11 priu:f to the commencement of| ¢ e g1 o o o] . | ) .
Commercial Production EGPC and CONTRACTOR el & o EL’V‘ el i (6)
shall meet and agree upon a procedure for scheduling{ o S8 oo P:L"‘J sh ol o Olids o Jalally

tanker liftings frcm the agreed upon point of export. e )
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ARTICLE XIII ) |
(3_,-.:& 4 121 ;,:L__].l) ”
BOOKS OF ACCOUNT: ACCOUNTING ) -
AND PAYMENTS Ole gally duladl L Oblaad) jids
(@) EGPC, CONTRACTOR and Operating Company| ol Lol A5 & 20y Jallly 4 o 5 i (1) |

shall each main:ain at their business offices in the
ARE. books of account, 1n accordance with the

Accounting Procedure in Annex “E” and accepted
petroleum

Al 3 aalc M LQ J}ulb E-I_,-_-:!U EL::..._-...E-JJ

accounting practices generally used in the

industry, and sua other books and records as may be

s 53 LW Edloncly (5 1 7801 1387y ¢ Jg 21

necessary to show the work formed under this Agre-] .5 &> 4@ .y . -
ement, including the ammfemd value of all petroleum e ” G.Lﬁ ¢ AV e (oa%y Jlesl e A2 L
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produced and saved hereunder. CONTRACTOR and
Operating Company shall keep their books of account
and accounting records in United States Dollaxs.
Operating Company shall furnish to the GOVERN-
MENT or its repwesentative monthly returns showing
the amount of petroleum produced and saved hereun-
der. Such retunis shall be prepared in the form requu-
red by the GC FWERNMENT, or 1ts representative
and shall be sign:d by the Creneral Manager or by the

Deputy General Manager or 2 duly designated deputy,
and delivered tc the GOVERNMENT or its repre-

eatative within thirty (30) days after the end of the
month covered in the return.
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The afores: 1d books of account and other books and

nable tines for inspection by duly authorized repre-

sentatives ol the GOVERNMENT.
records refer red to above shall be available at all reaso-

CONTRACTOR shall submit to EGPC a Profit and
Loss Statem=nt for the Calendar Year not Jater than
March 15 o' the following year to show its net proiit |
or loss from the petrolenm operations under this Agre- |
ement for siich year.

CONTRACTOR shall at the same time submit a
yearend Balance Shect for the same Calnedar Year

to EGPC.

ARTICLE XIV |
RECORDS, REPORTS AND INSPECTION

CONTRACTOR and/or Operating Company shail
prepare and. at all times while this Agreement is in
force, maintain accurate and current records of its ope-
rations inthe Area hereunder. CONTRACTOR and/
or Operating Company shall furnish the GOVERN-
MENT or its representative, in conformity with
applicable re yulations or as the GOVERNMENT or 1ts |

representativ: may reasonably require information and
data concerning its operations under this Agreemeat.

CONTRACTOR and/or Operating Company shall
save and kee » for a reasonable period of time a repre-

sentative portion of each sample of cores and cuttings
taken from drilling wells, to be disposed of, or forwar-
ded to the GOVERNMENT or its representative in
the manner directed by the GOVERNMENT. All
samples acquired by GONTRACTOR and/or Opera-
ting Compan, for its own purposes shall be considered
available for inspection at any reasonable timce by the
COVERNM INT or its representatives. Any such
samples whica CONTRACTOR or Operating Com-
pany has kep. for a period of twelve (12) months with-
out receipt of instructions to forward them to the GO-

VERNMENT" or its representatives or elsewhere may
be disposed of by CONTRACTOR or Operating Com-

pany at its d:scretion.

Unless otherwise agreed to by EGPC, mn case of ex-
porting any rcck samples outside AR E., samples E‘l?ltl_'i--
valent in size 2nd quality shall, before such exportatiod,
he delivered 10 EGPC as representative of the GO-

VERNMENT.
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(d) ("Ofiginals of records <an only be exported with tht:-:
permission of EGP( ., provided,however, that magnetic
tapes and any other data whioh must be processed or

analyzed outside "he AR.E. may be exported if o
monitor or a comparable record, if available, 15 main-
tamned in the A-R.E. and provided that such cxports
shall be repatriatell to A.R.E. on the understanding
that they belong t» EGPC.

(¢) During the period CONTRACTOR is conducting the
exploration operat ons, CONTRACTOR shall permit

EGPC through EC PC’s duly authorized representatives |

or employees 0 have full and complete access to the
- Area at all reasonable times with the right to observe

the'ﬂpera,tinns being conducted and to inspect all assets, |

records and data liept by CONTRACTOR. EGPC’s
representative, in exercising its rights under the prece-
ding sentence of this paragraph (e}, shall not interfere
with CONTRACTOR’s operations. CONTRACTOR
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(including, but not limited to, geological and geophy-
sical reports, log. and well surveys) information and
interpretation ¢f suoh data, and other information in
CONTRACTOUL.’s passession.  All such data and -
formation shall e strictly confidential and shall not
be divulged by LGPC except o affiliated companijes,
or by the GOVERNMENT, without the consent of
CONTRACTOI while this Agrecment remains in

" force. However, for the purpose of obtaining new
offers, the GOVERNMENT may show any other

" party geophysic: 1 and geological data (the age of which
is not less than one year) with respect to the Area ad)a-
cent to the Area of such new ofter,

ARTICLE XV

RESPONGIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible
in law towards third parties for any damege caused by
CONTRACTOR’s exploration operations and shall inde-
mnify the GOVERNMENT and/or EGPC against all da-

mages for which 1t may be held liable on account of any
st'oh operations.
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ARTICGLE XVI

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES

Duly authonzed representatives of the GOVERNMENT
shall have access to the Area covered by this Agreement
and to the operatior s conducted thereon. Such represen-
tatives may examire the books, registers and records of
EGPC, CONTRACTOR and Operating Company and
make a reasonable number of surveys, drawings and tests
for the purpose of eaforcing this Agreement. They shall,
for this-purpose, be :ntitled to make reasonable use of the
machinery and instruments of CONTRACTOR or Opera-
ting Company on the condition that no danger or impedi-
ment to the operatins hereunder shall arise directly or
indirectly from such use. The GOVERNMENT shall
indemnify and reimburse CONTRACTOR or Operating
Company for any lots or damage which may in fact result
from any such use of said machinery and instruments. Such
representatives shall be given reasonable” assistince by the
agents and employees of GONTRACTOR or Operating
Company so that none of their activities shall endanger or
hinder the safety or cfficiency of the operations. CGON-

TRACTOR or Operating Company shall offer such rep-
resentatives all privil :ges and facilities accorded to 1ts own

employees in the field and shall provide them, frec of charge,
the use-of reasonable office space and of adequately furni-
shed housing while they are in the field for the purpose of
facilitating the objectives of this Article. Any and all in-
formation obtained ty the GOVERNMENT or its repre-
centatives under this Article XVI shall be kept confidential

with respect to the Area and shall not be disclosed during
the terms of this Agreement without prior writen consent

of EGPC and CONTRACTOR.

ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBILIC OF EGYPT PERSONNEL

it is the desire of EGPG and CONTRACTOR that
operations hereLnder be conducted in a busincss-like

and efficient minner.
1. The expatriatc administrative, professional and

technical per:onnel employed by CONTRACTOR
or Operating Company and the personnel of its
“ontractors for the conduct of the operations here-
under, shall be granted a residence as provided
for in Law No. 89 of 1960 as amended and Minis-
terial Order No. 9 of 1963 as amended, and GON-
" TRAGTOR agrees that all immigration, passpori,
visa and employment regulations of the ARE.
shall be applicable to all alien cmployees of GON-
TRACTOR working in the AR.E.

@)

a

(EJJ.;. FIEY WO 1R I { )
| PP I WV 1
i G gt ¢ L g6 L i Gy pdll ¢ oyt i
$5 AT OLledl il ge Jls LY 030 p 05 4o Dkl )
) Oblos Slows jUs jased Gl VR Gams e
Cobles cya J pina 335 o aly Ollealls 4oLl QL’S'_-‘-,;.H_, o alill
B sda ki o D LSl Dl Jis et
Jolalt Sl goly ST gleazes O o G o lig Aoy s
o W d o ¢ Uil osiadl 3 Slbeall W51V & 005
G oan ol s 6T sl e __,.2-1...-‘_,1'}:1- JL:.'.‘._...,*Jl RS
S o gas da Ol 0439 o ABEYE 0dm g 4o g Silleal
il 915, ms BT Plis \J oa_s s OLLWIL 4l & 2ty
ERPE PRCANL U IWCI & G LA W JOUVRE' i Pt vl
vg_-‘s.Ei' Ol Ll S| 45“._.‘:.“: JJLF“ U'LJ'"-’ PR P L
i bl o e Y w6 b Y ¢ Al sacl
a5 A a0 Jal_all oA LS « Sl 4liS g 4] 5 o o
PREY RN | ey WSO P T TR € VR O LI - I W O [T 1
P Oyt SNSRI R PR RV PR WSt D
il G aszt el 5 I8 B Sl ¢ Jlenz
it e Yy o Bl dl odn o 3 geaill Gind s o0
s o glten o & yCodl Lorde oo &bl 3hes Sl ylae &
ST AW eds palies (AN ) ie R PR
DA B e s S T e 00 L
(520 amldl BLAN)
K L LIPPVR PSR S SECEI P
g a2y Shlaall g2 T o Jolilly 2l o i (1)
Daeldl o dde e G by LILSYT ada
o il Caiells G,V oo e e Y
B Slledl ASW & i GY Jyl sl b gl
odp 5oty Sldedl i Cpeait ol ged sl
AN 035 Ol gl Y LYY ge L SloW1
e osadl oMW Jaadl 351y ¢ daadt yane )
PR ER L UCU R T e JOP PR I 1Y
S5 g2 ety plasi W o ) by O e gl
et e (poper) 3 Jpah D1l 4l
* (&*ﬁe) 3 Ol ol il Jaladt



v

(b)

(b)

34 1avA 4w 2l Ve 3 (0 )

QA = a1 S A vi ol

2. A minimum of twenty-five {25) percent of the com-
bined salarics and wages of each of the expatriate
administrati se, professional and technical perscnnel
cmployed by CONTRACTOR or Operating Com-
pany shall be paid monthly in Egyptian Gurrency.
On final nepatriation such personne] shall have
the right to remit abroad in U.S. Dollars or other
currencies the unused portion of Egyptian Currency
in excess of twentyfive (25) percent of such person
ncl’s salary. |

CONRACTOL. and Operating Company shall cach
sclect its emplorees and determine the number thereof,
to be used for operations hereunder.

CONTRACTOR shall, after consultation with EGPC,

prepare and carry out speaialized training prograrns
for all its A.R.E. ecmployees engaged in operations
hercunder witly respect to applicable aspects of the
petroleum industry.  CONTRACTOR and Operating
Company will undertake to replace gradually their
non-cxecutive ¢xpatriate staffs by qualificd nationals
as they arc available.

During the period when CONTRACTOR is conduo-
ting Exploratio1, CONTRACTOR shall give mutually
agreed numbers of EGPC employees an opportunity

to attend and participate in CONTRACGTOR’s and
CONTRACT(OR's affiliate training programs relating
to exploration iand development operations.

ARTICLE XVIII
LAW! AND REGULATIONS

CONTRACTOR and Operating Company shall be
subject to Law No. 66 of 1953 {excluding Artidle 37
thereof) as am=nded by Law No. 86 of 1356 and the
regulations istued for the implementation thercof,
including the regulations for the safe and efficient
per-formance «f operations carried out for the exeou-
tion of this Agreement and for the conservation of the
petroleum rescurces of the AR.E. provided that nc
regulations, mcdification or interpretation thereof shall
he contrary to or inconsistent with the provisions of
this Agreemen..

EGPC and CONTRACTOR shall be exempted from
all taxes, except as provided in Article 11T paragraph
(f) for income taxes, with respect to the extracting,
producting, exporting or transporting of petroleum
hereunder. CONTRACTOR shali also be exempted
from any tax on capital.
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The rights and obligaions of EGPC and CONTRAC-
TOR under, aad for the effective term of this Agre
ement, shall be. governed by and in accordance with
the provisions o this Agreement and can only be altered
or amended by the mutual agreement of the said con-

tracting parties.

The contracto:'s and sub-contractors of CONTRAC-
TOR and Operating Company shall be subject to the
provisions of ts Agreement which affect them. In
so far as all rezulations which are duly issued by the
GOVERNMENT apply from time to time and are not
in accord with the provisions of this Agreemernt, such
regulations shall not apply to the CONTRACTOR

and sub-contractors.

ARTICLE XIX

RIGHT OF REQUISTION ~

In case of national emergency due to war or imminent
cxpeotation of war or intemal causes, the GOVER-
NMENT may requisition all or part of the production

from the Area obtained hereunder and require Ope-

rating Company to increase such production to the
utmost possible maximum. The GOVERNMENT
may also requisition the oil field itself and; if necessary
related facilitics.

In any such czse, such requisition shall not be effected
except after irviting EGPG and CONTRACTOR or
their represenative by registered letter, with ackno-
wledgement of receipt, to express their views with res-
pect to such roquisition.

The requisition of production shall be effected By
Ministerial Order. Any requisition of oil field itself,
or any

TRACTOR.

" In the event of any requisition as provided above, the

GOVERNMENT shall indemnify in full EGPG and

CONTRACT DR for the period during which the
requisition is 1naintained, including :

1. All damagz=s which result from such requisition.

2. Full paym:nt cach month for all Petroleum extrac-
ted by the GOVERNMENT less the royalty share

of such production.

| related facilities shall be effected by a Presi-
dential Decre: duly motified to EGPC and CON-
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 -However, any damage resulting from enemy attack

is not within th2 meaning of this sub-paragraph (d).
Payment hereun ler shall be made to CONTRACTOR
in U.S. Dollars remittable abroad. The price paid
to GCONTRACTOR for Petrdlcum taken shail be cal-
culated in acoordance with Article VII paragraph (c).

ARTICLE XX

ASSIGNMENT

Either EGPC o: CONTRACTOR shall be entitled
to assign in whole or in part its rights, privileges, duties
and obligations nnder this Agreement, provided that :
1. The proposel assignée or assignees must produce

reasonable evidence to the GOVERNMENT of its
or their {inancial and technical competence.

2. The GOVERNMENT approval to assignment

shall: be first obtamned.

3. The instrument of assignment must include provis-
ions stating frecisety that the assignec 1s bound by
all terms and provisions contained in this Agreement
and amry molification or additions in writing that
up to such time may have been made. A draft of

such instrum::nt of amlgnmﬁnt shall be submitted tul

the GOVER NMENT for review and approval be-
fore being formally executed.

4. The obligations of the assignor arising from. this

Agreement must have been duly fulfilled as of the

 date such recjuest is made or assignor and assignee
]mntly and s=verally guarantce fulfillment of any
unfulfilled objigations of assigror in accordance with
the terms of this Agreement.

Any assignment made pursuant to the provisions of this

" Article shall be free of any transfer or related taxes,

charges or fees.

Nntwithstandiﬁg the foregoing provisions of this Article
XX, either EGP ) or CONTRACTOR shall be free to
assign its rights, ;oriviliges, duties and obligations under
this Agreement ‘o an affiliated Company.
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ARTICLE XXI

BREACH OF AGREEMENT AND POWER
TO CANCEL

(a) The GOVERNMENT shall have the right to cancel
this Agreement Ly Order or Presidential Decree, with
respect to CONTRACTOR, in the following Instances:

1. If it knowingly has submitted any false statements
o the GOV ERNMENT which were of a material

consideration for the exccution of this Agreement;

2, If it assigns any interest hercunder contrary to the
provisions of Article XX hereof;

3. If it is adjudicated bankrupt by a court of comp-|

etent jurisdiction;

4. If it does not comply with any final decision reached |
as the result »f court proceedings conducted under

Article XXI1I paragraph () hereunder;

5. If it intentionally extracts any mineral other than|
~ Petroleum nct - authorized by this Agreement or
without the authority of the GOVERNMENT,
except such extractions as may be unavoidable as
the result of operations conducted hereunder in

acoordance with accepted petroleum industry pra-
ctice and which shall be notified to the GOVER-

MENT or its representative as soon as possible; and |

6. Ifitcommits any material breach of this Agreement
“or of the provisions of Law No. 66 of 1953, as ame-
nded by Law No. 86 of 1956, which are not exprcs-|

sly contradicted by the provisions of this Agrce-
ment. Such cancellation shall take place without
prejudice to any rights which may have accrued to
the GOVERINMENT against CONTRACTOR in
accordance with the provisions of this Agreement,
‘and; in the event of such cancellation, CONTRA-
(YTOR shall have the right to remove from the

Area all its personal property.
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! ) If the GOVERNMENT deems that one of the afore-

said causes (other than a force majeure cause referred
to in Article X XTI hereof) cxists to cancel this Agre-
ement. the GOVERNMENT shall give CONTRAC-
TOR ninety (90) days written notice personally served
on CONTRACTOR’s General Manager in the legally
official manner and receipt of which is ac.knowledged
by him or by tis legal agents, to remedy and remove
such cause; B il for any reason such scrvice is impo-

ssible due to urnotified change of address, publication
in the Officta. Journal of the GOVERNMENT of

such notice shall be considered as validly served upon |

CONTRACTQOR.

(90) days notic: period such cause has not been reme-

If at the end of the said ninety

died and removed, this Agreement may be cancelled
forthwith by Jrder or Presidential Decree as afore-
sald; provided however, that if such cause, or the
fatlure to remedy or remove such causc, results from
any act or omision of one party, cancellation of this
Agreement shall be effective only against that party

and not as aga nst the other party hereto.

ARTICLFE XXII

FORCFE. MAJFURE

The non-performance or delay in performance by
EGPC and GONTRACTOR, or either of them of any
abligation und:r this Agrcement shall be excused if,
and to the extent that, such non-performance or delay
The period of any such
non-performance or delay, together with such period
as may be necessary for the restoration of any damage
done during such delay, shall be added to the time
given in this Agreement for the performance of such
obligation and for the performance of any obligatim
dependent the-con and consequently, to the term cf
this Agreemen:, but only with respect to the block or

blacks affected.

is caused by force majeure.
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“Force Majeure”, within the meaning of this Article
XXII, shall be ay order, regulation or direction of
the GOVERNMENT of the ARAB REPUBLIC OF
EGYPT, or the 1JNITED KINGDOM with respect
to CONTRACTOR whether promulgated in the form
of a faw or otherwise or any aat of Gad, insurrection,
riot, war, strike, and other labor disturbances, fires,
floods or any cause not due to the fault or negligence of

EGPC or CONTEACTOR or cither of them, whether

or not similar to tie foregoing, provided that any such
cause is beyond the reasonable contre! of EGPC and
CONTRACTOR, or either of them.

Without prejudice to the above and except as may be
otherwise provided hercin, the GOVERNMENT shall
incur no responsib lity whatsoever to EGPC and CON-
TRACTOR, or either of them for any damages, rest-
ictions or loss arit ing in consequences of such case of
force majeur causzd by the order, regulations or dire-
ction of the GOVERNMENT of the ARAB REPU-
BLIC OF EGYP".

If the force majeure event occurs during the initial
exploration perioct or any extension thereof and con-
tinues in effect for a period of two (2) years, CONT-
RACTOR shall have the option upon ninety (90)

" days prior written notice to EGPC to terminate its

obligations hereurder without further liability of any
kind and, if sull :n force: the Guaranty contained in
Annex “CG” hereto, shall be automatically cancelled

and EGPC shall so notify ithe Bank to release the:
Guaranty:.

ARTICLE XXIII

DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNMENT
and the parties hereto with respect to the interpreta-
tion, application or execution of this Agreement, shall
be referred to the jurisdiction of the appropriate

A.R.E. Courts and shall be finally scttled by such
conrts.

.
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Any dispute arising between CONTRACGI'OR and
EGPC in connection with the present Agreement
shall be finally settled by arbitration. The Arbitra-
tion shall be neld m Stockholm, Sweden and conduc-
ted in accordance with the Rules of Conciliation and
Arbitration of the International Chamber of Com-
merce. In tt.e event of no provisions being made m
these Rules ‘n certain cases, the Arbitrators shall
establish thei" own procedures.

The arbitration shall be initiated by either party
giving notice to the other party that it elects to refer
the dispute t¢- arbitration and that such party (herei-
nafter referre to as the “First Party”) has appointed
an Arbitrator who shall be identified jin said notice.
The other party (hereinafter referred to as the
“Second Party”), within fifteen {15) days shall notify
First Party ir writing, identifying the Arbitrator that
it has selecte .

If the Secanl Party’ does mot appoint its Arbitrator
as aforesaid, the First Party shall have the right to

apply to the 1 ourt of Arbitration of the International
Chamber of Commerce to appoint a second ‘arbitra-
tor. The twy arbitrators shall, within thirty (30)
davys, select a third Arbitrator, failing which the third
Arbitrator shall be appointed by the Court of Arbit-

ra_tinn of the ‘Intf_:rnatiﬂnal Chamber of Commerce at
the request of either party.

The third Arbitrator must be a citizen of a country
other than tie ARE. or UK and a country which

AR.E. and

K and shell have no econmomic interest in the sil

has diplomat ¢ relations with both' the

business of th e signatories hereto.

The parties :hall extend to the Arbitration board all
facilities fincluding access to the petroleum opera-
tions) for obtiining any information required for pro-
per. determunation of the dispute. The absence or

default of an party to the arbitration shall not be per- 3

Kot Slel ol Jla o S el LT

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

Pf:ndmg the decision or award, the operations ﬂrr

activities whizh have given rise to the arbitration need
not be discontinued. In the event the decision or

award .recognises that the complaint was justified,
provision mav be made therein for such reparation as

may approp-iately be made in favor of the mmp--

lainant. ST
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‘The parties desire that,

_shareholding,

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

may be.

wherever appropriate, deci-
stons and awiirds shall specify a timc for compliarnce
therewith,

The provisions of this Agreement relating to arbit-
ration shall continue in force notwithstanding the
termination o: this Agreement.

PRINCIPLES of GOODWILL — The signatories
base their relations with respect to this Agreement
on the principles of goodwill and good faith, Taking
into account 1heir different nationalities, this AgIEf:-

" ment shall for the purpose of arbitration be given

effect and shall be interpreted and apphed in con-
formity with principles of law common to the A.R.E.
and UK and :n the absence of such common princip-
les, then i conformity with the principles of law
normally recoznized by civilized nations in general,
including those which have been ﬂppllf‘d by Interra-
tmnal Tr:l::-umls | o .

ARTICLE XXIV
ST'ATUS OF PARTIES

The figh‘t&: duties, obligations and liabilities in respect
of EGPC and CONTRACTOR hereunder shall be
several and nct joint or collective, it being understood
that -this Agr-ement shall not be construed as cons-

- tituting an Association or corporation or partnership.

'CONTRACTOR shall be subject to the laws of the

~ place where it is incorporated regarding their legal

status or creation, organization, charter and by-laws,
ownership, CONTRACTOR’s
shares of capi:al which are entrely held abroad shall
not be negot able in the ARE. and shall not be

and

offered for public subscription nor shall they be sub-

ject to the stamp tax on capital shares nor any tax or

~ duty in thc A.R.E. CONTRACTOR shall be exemp-

ted from the application of Law No. 26 of 1954 as
amended, and from Law No. 9 of 1964.

All parties compnising CONTRACTOR shall be

~Jointly and severally liable for the performance of the

obligations under this Concession Agreement.
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ARTICLE XXV

LOGAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR o- Opcrating Company, as the casc
may be, and their contractors shall :

Give priority to local contractors as long as their
prices and performance are comparable with mter-
national prices and performance. CONTRACTOR
and Operating Company shall: however, subject to
the precceding statence, be exempted from the pro-
visions of Presidential Decree No. 1868 of 1974 as
amended.

(a)

Give preference to locally manufactured material,
- equipment, machinery and consumables so long as
their guality and time of delivery are comparable to

()

internationally available materials equipment, machi-

nery ahd comsurnables. However, such matenal,

equipment, mach nery and consumables may be im-

ported for operatisns conducted hereunder if the local
price of such items at CONTRACTOR’s or Opera-
ting Company’s operating base n A.R.E. is more
than ten (10} percent higher than the price of such
imported itéms before customs duties, but after
transportation and insurance costs have been added.

ARTICLE XXVI

ARABIC TEXT

‘The ‘Arabic version of this Agreement shall, before the
courts of A.R.E. be referred to in construing or interpreting
‘s Agreement ; provided. however, that in any arbitra-
tion pursuant to Article XXIII hercabove between
EGPC and CONTRACTOR the English and Arabic
versions shall both be referred to as having equal force in
construing or interpreting the Agreement.

AL TICLE XXVII
GAS

If Gas is produced or is capable of being produced from
the Area, EGPC and CONTRACTOR shall study all
possible economic alte matives for its use and decide on the
best alternative for EGPC and CONTRACTOR jointly,
The cost and expenses in the field of producing nonasso-

ciated gas shall be recovered in accordance with the Cost
Recovery Principles of Article VIT.
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Production Sharings Principles of Article VII shall apply
to the value of associated and non-associated gas i sold
for export and not us+d in operations, flared or re-injected.
However, any Gas not exported outside A.R.E. in a liquud
or solid state, or not 1sed in operations (including re-injec-
tion), shall remain in the property of the State and may
be utilized by EGPC and EGPC shall not be liable for
payment to CONTXACTOR of any costs or cxpenses
respecting any past operations of CONTRACTOR related
to such Gas. Under no circumstances will CONTRAC-
TOR be responsible for or bear any cost or expenses -
curred for utilization of Gas used intermally in the ARE.

ARTICLE XXVIII
GENERAL

The headings or titles to each of the Articles to this
Agreement are solels for the convenience of the parties
hereto and shall not re used with respect to the interpreta-
tion or construction of said Articles.

ARTICLE XXIX
APPROVAL OF THE A.R.E. COVERNMENT

This agreement siall not be binding upon any of the
partics hereto unless and until a law is issued by the com-
petent authonties of the A.R.E. authorizing the Minis:er
of Petroleum to sign said Agreement and giving this Agre-
ement full force and offect of law notwithstanding any coun-
tervailing governmer tal cnactment, and the Agreement is
signed by the GOVERNMENT, EGPC, and CONTRAC-
TOR.

ARAB REPUBLIC; OF EGYPT
BY :

EGYPTIAN GENERAL PETROLEUM
((ORPORATION

BY :
BP PETROLEUM DEVELOPMENT LIMITED

BY :
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ANNEX “A”

CONCEHSION AGREEMENT
BETWEEN

AR. %, EGPC AND BP

-~ IN
SABIL AREA, ONSHORE SOUTH SINAL
 BOUNTARY DESCRIPTION

Annex “B” is an ill sstrative and provisional map on the
scale of 1:500,000 inc uding the Area covered and affected
by this Concession Agreement and described as follows

The Area measures approximately seven hundred (700)
kms' and is composec. of all or part of eleven (11) Explo-
ration Blocks. Each complete block is six (6) minutes

latitude by six {6) mmnutes longitude, approximately onc
hundred (100) kms® of surface area, more or less.

The Area is bounded for the most part by straight lines |

which commence at roint “1” on land of the AR E. Sinai
at’:

Lat. 28° 30" 00” North and
Long 33° 42° 00” Ezst

Thence due south to point “2" at :
Lat. 28° 24’ 00” North and
Long 33"- 42" 00" Ezst

Thence due east to point “3‘.” at :
Lat 28° 24 00” Nofth and
Long 33° 48’ 00” East

Thence due south to point “4” at :
Lat. 28° 18’ 007 North and
Long 33° 48" 007 Eust

Thence due west to point “5” at :
Lat. 28° 18" 00” North and
Lnnlg 33° 42’ 00” East

Thence due north to point “2” as defined above
Thence due west to point “6” at :

. 08° 24’ 00 North and
Long 33° 36" 00" East
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Thence due south along Long. 33° 36° 00” East till its
intersection with the high tide water line of the cast shore
of the Gult of Suez at point “7”; thence north westerly along
the high tide water linze to point *“8” which is the interseotion
of the said line with Long. 33¢ 00’ 00” East.

Thence due north to point “9” at -

Lat. 28° 24" 00” North and

Long 33° 00" 00" FLast

Thence due east to point “6” as defined above
Thence due north to point “10” at

Lat.
Lﬁﬂg 33° 36’ 00" East

Thence due east to point “1” which is the point of commen-

cement.
Another smuthf:m portmn Df the Area commences at point

lill!‘! at
Lat. 28" 12 DO" North ancl

Long 33° 54" 00” Last
Thence due south to yoint “12” at

Lat. 28° 00’ 00 North and
Long 33° 54" 00" Fast

Thence due east to point 13" at .

28° 30" 00” North and

Lat. 28° 00° 00” North and
Long 34° 00" 00” IL.ast

Thence due south along Long. 34° 00 00” East till its

ntersection with the high tide water line of the east shore
of the Gulf of Suez at point “14”, thence north westerly
alcrng the said hlgh iide water line of the Gulf of Suez to
point “15” which is the intersection of the said high tide
water linc with Ghara 17 Development Lease.

‘Thence north easterly to point “16” at

Lat- 28° 01" 14.51” North and
Long 33° 50" 53.81" East
Thence north westerly to point “17"" at

Lat. 28° 03" 38.3.” North and

Long 33° 49" 27.88” East
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{Th::ncc south westzitly along the boundary of the said
Development Lease t 1L its intersection with the high tide
» water line of the east s wre of the Gulf of Suez at point 187,

Thence north westerly along the high tide water line of
the east shore of the Ciulf of Sucz to point “197 wluch is the
stersection of the sail cast shore of the Gulf of Sucz with

Lat. 28 12" 00” Nor h
Thence due cast to point “207 at ¢
7 Lat- 28" 12" 00" North and
’ng 330 42 OO”I East
i Thence due sovth to point “21% at :
Lat. 28° 06’ 00” North and

Long 33° 42' 00" East

Thence due cast to point “227 at:
 Lat. 28° 06’ 00” North and

Long 33* 48" 007 East

T lléncu due north to pomnt “‘2_3” at :

Lat. 28° 12’ 00” North and

Long 33° 48" 00" East

- i

Thence due east to point “1I” which is the point of com-

mencement for the southern portion of the Area.
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ANNEX “Cy ( o~ ) L}n\l\
LETTER OF GUARANTY slee Olles
CAIRO 5
LETTER OF GUARANTY NO. oy oled Ll
EGYPTIAN 3ENERAL PETROLEUM 1) AL B ekl g
| CORPORATION e .l e
Crentlemen:

The Uudersigned, CGAIRO BARCLAYS INTERNAT-
IONAL S.AE., Caire Egypt, as Guarantor, hereby guara-
ntees to the Egyptian General Petrolcum Corporation (he-
reinafter referred to a:: EGPQ) to the limit ¢f Seven million
(7,000,000) Deollars in US Currency the performance by
- BP PETROLEUM DiVELOPMENT LIMITED (herein-
after referred to as CONTRACTOR) of its obligations
requircd for exploration operations to spend a minimum
of Scven million (7,000,000) US Dollars during the initial
Three (3) years of the exploration period under Article IV
of that certain Concession Agreement (hereinafter referred
to as the “Agreement”) covering that Area described in An-
nexes “A”’ and “B” of said Agreement, by and between the
Arab Republic of ligypt ( hereinafter referred to as
“A.R.E.” ), EGPC and CONTRACTOR, dated. -

It is understood th:.t this Guaranty and the liability Df'

he Guarantor hereuncler shall be reduced quarterly, during
the period of expenditure of said Seven million (7,000,000
US Dollars by the anount of money expended by CON-

TRACTOR  for such exploration operations during each

such quarter. KEach such reduction shall be established by
the joint written staterient of EGPC and CONTRACTOR.

In the event of a claim by EGPC of non-performance or
surrender of the Agreement on the part of GONT RACTOR
prior to the fulfillment of said minimum cxpenditure obli-
gation under Article 1V of this Agreement therc shall be no
1iability on the undersigned (uarantor for payment to
T.GPC unless and unil such liability has been established
by written statement of EGPG setting forth the amount duc

under the Agreement
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It 15 a further condition of this Letter of Guaranty that :

. This Letter of Guaranty will become available onty
provided that the Guaranior will have been informed
in writing by CONTRACTOR and EGPC that the
Agreement betwzen CONTRACTOR, A.R.E. and
EGPC has becorr ¢ effective according to its terms, and

said Guaranty shall become effective on T_hﬁ Effﬁctm,
Date of said Agreement.

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

() Three (3) years and six (6) months after the date

it becomes cffective, or -1

(6) at such time as the total of the amounts shown
on quarterly joint statements of EGPC and CON-
TRACTOR equals or exceeds the amount of smcl

minimum e» penditure obligations;

whichever is earlier. !

Consequently, ary claim in respect thereof should be
made to the Guarantor prior to either of said expiraticn
date at the [atest accompanied by EGPC’s written sta- |
tement, setting forth the amount of under expenditure

- by CONTRACT'OR to the effect that :

(@) CONTRACTOR has failed to perform its expen- |

diture obligations referred in this Guaranty, and {

CONTRACTOR has failed to pay the expendi-
ture deficienoy to EGPC.

{0)

|

We declare that on wssuing this Guaranty we did not ex-
ceed the limit of tot:] guaranties which we are entitled to

issue as per Ministry of Economy’s letter No.
dated

Please return to u; this Letter of Guaranty in the event
it does not hecome effective, or upon the expiry date.

Yours faithfully,

For CAIRO BARCLAYS INTERNATIONAL SA. L

Cairo, Egypt L

Aocountant Manager
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ANNEX ")’

CHARTER OF

SABil. ’ETROLEUM COMPANY

ARTICLE 1

A joint stock company .havhlg the nationality of the
ARAB REPUBLIC OF EGYPT shall be formed with the
authorization of the GOVERNMENT in accordance with

the provisions of the Agreement referred to below and of !

this Charter.

The Company shall be subject to all laws and regulations
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 Agreement referred to below.

ARTICLE 11

The name of the Company is “Sabil* Petroleum Comp-
any”, abbreviated s “SABIL”.

~ ARTICLE III

The Head Offica of SABIL shall be in the A.R.E. in
Calro,

ARTICLE IV

‘The object of SABIL i1s tor act as the agency through

which EGPC and 3P PETROLEUM DEVELOPMENT
LIMITED (hereinafter referred to as “CONTRAGTOR”)
carry out and conduct the DE:VEIGPIIIEIH operations required

iu accordance with the provisions of the Agreement signed ' |

oh the fifth day of June, 1979 by and between the ARAB
REPUBLIC OF EGYPT, THE EGYPTIAN GENERAL

PETROLEUM CO RPORATION AND CONTRACTOR

covering petroleum operations in Sabil Area described
therein.

SABIL shall alsc je the agency to carry out and conduct

“exploration operaticns after the date of Commercial Dis-
cavery pursuant to CONTRACTOR’s Work Program and
Budget approved in accrdance with the Agrecment.

SABIL shall keep account of all costs, expenses and ex-
penditures for such operations under the terms of the Agre-

anent and Annex “I5” thereto.

I

SABML shall not engage in any business or undertake any
activity beyond the performance of said operations.
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. ARTICLE V

The authorized capital of SABIL. is twenty thousand
pounds Egyptian (L. 2. 20,000) divided into five thousand
(5,000) shares of com non stock with a value of four pounds
Egyptian (L.E. 4} per sharc having cqual voting rights, fully
paid and non-assessanle.

EGPC and CON."RACTOR shall each pay for, hold
and own, throughout the life of SABIL  referred to above,
one-half (%4) of the wmpital stack of SABIL , provided
that only in the evert that either party should transfer or
assign the whole or a1y percentage of its ownership interest
in the entircty of the Agreement, may such transferring or
assigning party transfer or assign any of the capital stock
of SABIL and, in ttat event, such transferring or assignitig
party (and its succussors and assigns) must transfer and
‘assign a stock interes: in SABIL equal to the transferred

or assigned whole ¢ percentage of its ownership nterst
in the entirety of the said Agreement.

ARTICLE VI

SABIL shall not own any right, title, interest or estate
ir or under the Agreement or in any development lease
created thereunder or in any of the petroleum produced
from any exploration block or development lease area there-
under or in any of the assets, equipment or other property
obtained or used in connection therewith, and shall not be
obligated as a principal for the financing or performance
of any of the duties or obligations of either EGPC or
CONTRACTOR under the Agreement.  SABIL shall not
make any profit frorn any source whatever,

ARTICLE VI1

SABIL shall be 110 more than an ageat for EGPC ana
CONTRACTOR. Whenever it is indicated heremn that
SABIL shall decide, take action or make a proposal aud
the like, it is underitood that such decision or judgement
is the result of the decision or judgement of CONTRAG-
TOR, or EGPC and CONTRACTOR, as may be required

by the Agreement,

ARTICLE VIII

SABII, shall heve a Board of Directors consisting of
eight (8) members, four (4) of whom shall be designated by
EGPC and the other four (4) by CONTRACTOR. The
(thairman shall be cesignated by EGPC and shall also be a
Managing Director. CDNTRACTOR shall designate the

General Manager who shall also be a Managing Director.

|

|
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ARTICLE IX

Meetings of the 3oard of Directors shall be valid if a
majority of the Direc ors are present and any decision taken
at such meetings must have the affirmative vote of six (6} or
more of the Directors ; provided, however, that any Director
may be represented and vote by proxy held by another
Director. |

ARTICLE X

~ General meetings of the shareholders shall be valid if a
 majority of the capital stock of SABIL is represented the-
reat. Any decisions taken at such meetings must have the
affirmative vote of shareholders owning or representing a
majority of the capitz ] stock.

ARTICLE XI

The Board of Directors shall approve the regulations co-
vering the terms and oonditions of employment of the per-
sonnel of SABIL employed directly by SABIL and not
assigned therto by CONTRACTOR and EGPG.

~ The Board shall, in due course, draw up the By-Laws
of SABIL, and such J3y-Laws shall be effective upon being

approved by a Gencral Meeting of the Shareholders, In

accordance with the provisions of Article X hereof.

ARTICLE XII

SABRIL shall com>= into existence within thirty (30} days

after the date of Coramercial Discovery as provided for in
the Agrecment.

The duration of SABIL shall be for a period equal to the
duration of the said Agreernent, including any renewal

- thereof.

Yt shall be wound up and liquidated if the Agreement
referred to above is 1erminated for any reason as provided

for therein.

EGYPTIAN GENERAL PETROLEUM
(CORPORATION

BY » .. ei v ae e s
BP PETROLEUM DEVELOEMENT [JMITED

BY - ..
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ANNEX “E”
ACCOUNTING PROCEDURE

ARTICLE X
GENERAL PROVISIONS

Definttion :

The definitions contained in Article T of the Con-
cession Agreement shall apply to this Accounting pro-
cedure and have the same meaning.  Clertam accoun-
ting terms herein vsed are defined as follows |

1. “Agreement” mieans the Concession Agreement of
which this Anrex 1s a part.

9. “Non-Operator ' means the parties to the Agre-
ement other th:n CONTRACTOR when 1t 13 per-

forming work.

Statement of Actiity :

4. CONTRACTDOR or Operating Company, as the
case may be, shall, pursuant to Article IV of the
Agreement, render to Non-Operator within thirty
(30) days of t'ie end of each quarter a Statement
of Exploratiol \Activity reflecting all charges and

credite relatec! to the Exploration operations for

that quarter summarized by appropriate classifi-

cations indicaive of the nature thereof.

B. Operating Ccmpany shall render to EGPC and

CONTRACTOR within thirty {30} days of the
end of each month a Statement of Development
Activity reflecting all charges and credits related
to the Development operations for that month
cummarized Fv appropriate classifications indica-

tive of the rature thereof excent that items of
controllable material an unusual charoes and
crnﬂit&: chall 1s¢ detailed.

Adjustments and Audits -

"4 Fach Statement of Fxnloration Activity shall con-
clustvelv he presumed to be true anid correct after
three [3) month followine the receint of each sta-
tement bv FOIPC nnless within the said three {3)
months FOTC takes written exception thereto

pursuant to
ine said three 13Y months period supnortine docn-

ments will = avaflable for insnection hv EGPC
during alt working hours CONTRACTOR will
have the sante andit riehts on Onerating Com-

nany statements as EGPC under this subpara-
graph.

1. rticle TV 10 of the Agreement. Dhar-
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B.  All statemen s of Activity for Development for any
Calendar Year shall conclusively be presumed to
he true and correct twenty-four (24) months fol-
lowing the end of any such year unless within the
said twenty-four (24) months period EGPG or
CONTRACTOR takes written exception thereto.

* Pending exp:ration of said twenty-four (24) moriths
EGPC or CONTRACTOR or both of them shall
have the right to audit Operating Company
accounts, records and supporting documents for
such year in the samec manner as provided In

Article IV (1} of the Agreement.

4. Currency Excharge :

CONTRACTOR’s books for Exploration and Ope-
rating Company books for Development and Explora-
tion, if any, shall be kept in the A.R.E. in US Dollars.
All US Dollars ¢xpenditures shall be charged m the
amount expendec. All Egyptian Pounds expenditures
shall be translated to US Dollars at the official buying
rate of exchange issued by the Central Bank of Egypt
on the first day of the month in which expenditures
are recorded, anc| all other non-US Dollars at the ac-
tual buying rate of exchange for such currency. A
record shall be kept of the exchange rates used in trans-
lating Egyptian Pounds or other non-US Dollar expen-

ditures to Dollar:.

5  Precedence of Documents

In the event of any inconsistency or conflict between
the provisions of this Accounting Procedure and the

provisions of the Agreement treating the same subject
differently, then the Provisions of the Agreement shall

prevail.
. Revision of Accoanting Procedure

By mutual agr
TRACTOR, this Accounting Procedure may be revised

from time to time in the light of future arrangements.

7.  No Charge for Trterest on Investment :

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

ment between EGPC and CON-t
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COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRA-
CTOR shall alone bzar and, directly or through SABII,
pay the following cost: and expenscs, which costs and expen-

ses shall be classified :md treated in accordance with Article
V1I of the Agreemert.

-~

1.  Surface Rights.

All direct cosis attributable to the acquisition rene-

wal or relinquishment of surface rights acquired and
miaintained in force of the Area.

Labour and Related Costs: |

A. Salaries anc wagesof CONTRACTOR's or Ope-

rating Company’s employees, as the case may be.
directly engaged in the various activities under the

Agreement including salaries and wages paid to

geologists and other employees who are tempora-
rily assigned to and employed in such activities.

The following allowances applicable to the sala-
ries and wages of expatriate employees chargeable
under Sub Paragraph 2 A), Paragraph 9 and Sub
Paragraphs 11.A and 11.C of this Article IT : Cost
of Living and Housing Allowances and other cos-

tomary all>wances including but not limited to
Yducation Allowance; Travel Allowances for emp-

loyees and their dependents; Pension Contribn-
tion; Medizal and Dental charges and other costs
allowances and benefits of a like nature as ésta-
blished in CONTRACTOR’s intemnational poli-
cies. Annual costs under this Sub Paragraph 2

B) shall be equal to sixty five (65) percent of annual

expatriate salaries and wages chargeable under
Sub Paragraph 2 A), Paragraph 9 and Sub Para-
graphs 11.A and 11.C of this Article I1.

The Pe-centage outlined above shall be revie-
" wed at im ervals of three {3) years from the Effe-
ctive Date and atsuch time CONTRACTOR and
EGPC w1l agree on the percentage to be used
under thi: paragraph. Revisions of this percen-
tage will 1ake into consideration variances in costs
and chanzes in CONTRACTOR's international
policies which change or exclude any of the above
allowances, benefits or costs or establish new allo-
wances ar d benefits. The revised percentage will
reflect as nearly as possible, CONTRACTOR’s
actual costs of all its established allowances and
Benefits and of personnel transfers.
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all travel relocation costs for such expatriate as T B |
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national policies. .
D. Costs of expenditure or contributions made pur- | 41 g Ll s i b} R sy AR M ( })

suant to law or assessments imposed by gOVEIN- o 5 Ly ¢ fCadl Sl p Loy all Gl paid

mental authority which are applicable to labour _ 1 i s ] . |
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Material, ejuipment and supplies purchased or fur-| 3 . 1, o ) _
nished ‘as such by CONTRACTOR or SABIL. 2 s et I Sl Sla_ally ol
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9. Used Matcrial {Condition “B” and “C” AR ESI R, Dl ) denzodl sl Ly

(2) Material which is in sound and serviceable | 2ol dadloy wude o O P95 g sl el (1)
condition and is suitable for re-use without '
recon itioning shall be classed as Condition"B”
and priced at seventy-five (75) percent of the NI (w) s 3 et i 3 () Al
tce of aterial. '
price - new materi g ddedl e e
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¢. Warranty of Materials Furnished by CONTRAC- I s a4 v

TOR. -

' L Jal oy 53,51 SISl ()
CONT RACTOR does not warrant the mater- | e .

ial furnisnied beyond or back of the dealersor| . ) ] _
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5. Transportatior. and Employee Relocation Costs : .
ol i B I Yt (o)

A. ‘Transportation of equipment, materials and sup-
- plies necessary for the conduct of CONTRAC- | 3Lt 1 =y Ll Sl o ol 4l Sldall - |
TOR’s or SABIL’s activities. TR ~"J":.j 3 31 & (1)
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B. Business T'ravel and Transportation expenses to | |
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6 Services :

A. Contract Seivioes, cost of consultants, other set-
vices and uti.ities procured [rom third parties.

B.  Cost of service performed by EGPC or by GON-
TRACTOR or their Affiliated Companies in faci-
lities inside cr cutside the A.R.E. Regular, recur-
ring, routine services, such as interpreting mag-
netic tapes and/or other analyses, shall be per-
formed and charged by EGPC and/or CONT-
RACTOR .or their Affiliated Companies at an
agreed price. Major projects involving enginee-

ring and design services shall be performed by |

EGPC and/» CONTRACTOR or their Affilia-

ted Compar ies at a negotiated contract amount,
Use of EGPC’s CONTRACTOR's or their Affi-

lzated companies wholly owned equipment shall
be charged at a rental rate commensurate with
the cost of »wnership and operation, but not in
excess of competitive rates currently prevailing

i the AR5,

Damages and Loses :

All costs or e>:penses necessary to replace or repair
damages or losses incurred by fire, flood, storm, theft,

aocident or any >ther cause not controllable by CON-
TRACTOR or Operating Company through the
‘exercise of reasoable diligence.  CONTRACTOR or
Operating Company shall furnish Non-Operators writ-
ten notice of daraages or losses incurred in excess of ten
thousand (10,001 U.S. Dollars per occurrence, as soon
ax practicable af :er report of the same has heen received
by CONTRACTOR or Operating Company.

Insurance and ('layms :

The cost of any public liability, property damage and
other insurance against liabilities of CONTRACTOR,
Operating Comoany and/or the parties or any of them
to their employees and/or outsiders as may be required
by the Laws, riles and regulations of the GOVERN-
MENT or as tte parties may agree upon. The pro--
ceeds of any such insurance or claim collected shall be

credited against operations. If no insurance is carried

for a particula- risk, all related actual expenditures
inourred and paid by CONTRAGCTOR or Operating
Company in settlement of any and all losses, claims,
damages, judgements, and any other expenses. inclu-
ding legal servces.
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9, Indirect Expenies :

Camp overkead and facilities such as shore base,
warehouses, we ter systems, road systems, salaries and
expense of ficld supervisory personnel, field clerks,
assistants, and other general employees indireotly ser-
ving the Area.

10, Legal Expensei :

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection of
the Area, including attorney’s fees and expenses as €x-
penses as hereinafter provided, together with all jud-
gements obtailed against the parties or any of them
on account of ~he operations under the Agreement, and
actual expenses incurred by any party or parties hereto
in securing ev dence for the purpose of defending aga-
inst any action or claim prosecuted or urged against
the operations or the subject matter of the Ag'rcemént,
‘1 the event actions or daims affecting the mterests
hereunder shall be handled by the legal staff of one
or more of th2 parties hereto, a charge commensurate
with cost of p ‘oviding and furnishing such Services may
be made to ¢nerations,

11 Administrative Overhead and General Expense :

4 While CONTRACTOR is conducting Exploration
activities, cost of staffing and maintaining CON-
TRACTOR’s head office in the AR.E. and/or
other of ‘ices established in the AR E. other than
field off ces which will be charged as provided in
Article )T, Paragraph 9 above, and excepting sala-
ries of »mployecs of CONTRACTOR who are
temporarily assigned to and directly serving on
the Area, which will be charged as provided in
Article [I, paragraph 2 above.
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B. CONTRACTOR’s administrative overhead out-

side the A.B_.E. applicable to the A.RL. explora-
tion operation which will be charged each month
at the rate ¢ [ five {5) percent of total Exploration
“expenditure; while CONTRACGTOR is conduc-
ting Explor:.tion activities and at the rate of two
(2) percent ¢ f total Exploration expenditures while
Operating _ompany is conducting Exploration
activities. No other direct charges as such for
CONTRAC TOR's administrative overhead out-
side the A.F..E. will be applied against the Explo-
ration obligation. Examples of the types of costs
CONTRACTOR is incurring and charging here-

under due to activities under the Agreement and
covered by said percentages are :

Executive _-Time of executive officers.

Treasury .—Financial and exchange problems.

Purchasing  -—Procuring materials, equipment and

supplies.

Exploration & Production

.~Directing, advising and controlling
the entire project.

Other departments such as legal, comptrollers and
enginecring whizh contribute time, knowledge and
experience to the operation.

The foregoing does not preclude charging for direct
service under sub-paragraph 6. B of this Article 11.

. While Ope -ating Company is conducting activities,
Operating Company’s personnel engaged in gene- |
ral clerical and office work, supervisors and officers
whose tim= is generally spent in the main office
and not ir the field, and all employees generally
considered as general and administrative and not
charged to other types of expense, will be char-
ged to operations.  Such expenses shall be alloca-
ted each rionth between Exploration and Develo-

pment op:rations according to sound and prac-
ticable ac:ounting aethods.
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12. Taxes : | A ;
| L1 BT
All taxes, duties or levies paid in the A.R.E. by CON- | | .
- TRAGTOR or Operating Company with respect to| bt dos jall (a8l g &5 ool o 5o iy 61 it Gils

E3.

14,

this Agreement other than those covered by Paragraph

ok o gade Caldaall dudli) S Il (g o op)

(f) (1) of Articlc YT of the Agreement.

Continuing COONTRACTOR Costs :

Cost of COINTRACTOR activities required under
the Agreement and incurred exclusively in the AR E.,
after Operating Company isformed. No sales expense

incurred outsid # 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 foregoing | |

provisions of ttis Article 11, incurred by CONTRAC:
TOR or Operating Company uncier approved Work
Programs and Budpgets. -

" ARTICLE HI
INVENTORIES

Periodic Inventories, Notice and Representation

At reasonalle intervals as agreed upon by EGPG
and CONTRACTOR inventories shall be taken by
Operating Gompany of the operations material, which
shall imclude all such material, physical assets and
oonstruction projects. Written notice of mtention to
take inventory shall be given by Operating Company
to EGPC anl CGONTRACTOR at least thirty (30) | .
days before aiy inventory is to begin so that EGPC
and CONTRACTOR may be represented when any
inventory is tiken, Failure of EGPC and/or GONT-

RACTOR to be represented at an inventory shall bind

them to accept the inventory taken by Operating Com- | 4

pany who shill, in that event, furnish the party not
represented with a copy thcreof

Reconciliatior: and Adjustment cd: Inventories :

Reconaliation of inventory shall be made by CON-
TRACTOR and EGPC, and a list of overages and
shortages sh:}l be jointly determined by Operating
Company and CONTRACTOR and EGPC, and the
mventory adjusted by Operating Company.
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S |
o ARTICLE IV (4t Jt &A1)
I .

& C LRY
OST RE OVER ;..;_.:ns::;u .a\.aJ;:..,i

{  Statements of Recovery of Costs and of Cost Recovery | | o
sananhl a1 Gyt s I ol Gy (V)

Crude Ou :
s aalCdl ol Y

CONTRACIOR shall, pursuant to Article VII of | _
the Agreement, render to Ef}PC as promptly as pr;::w.- CIGY! e k) s Y L Jolalt e oas
ticable but not later than thirty (30) days after receipt § 3} . " L .o
from Operatinz Company of the Statements for Deve- ol Y _-_u'*’* "3 ol ¢ C’(“_‘:";*’ C-""”T S Al f""“’. ol
lopment and Lxploration Activity for the last month | <=t SN S Dt e g (¥o) K
of a quarter a statement for that quarter showing: ¢ e "> S N el Sty At Bl A

: C‘""J’ L C’J” ‘:‘U-‘u—t N

(2) " Recoveratde costs carried from the previous quar-
A CJ-*’ oy :Up-}i JIJJ:_..—-Y| L_.:-"-‘_,” l.._ﬂ..-..ll,::..” ( \ )

ter, if anv.
. CJ-L?) ;:,}‘ A J{L.....”

(ii) Recoverable costs incurred during the quarter. 2 el cadd e cddi] u:J'l by 2l i CaJiC ( v )
e 41
(##1) Total recoverable costs for the quarter, (i) and (i1). | a_.J! g of M e oty ! F yome (+)
| (Y +N)

(iv) Value of Cost Recovery Crude Oil taken and ‘5_1}5} ¢ AU sl 2 LN SR .
. s - _,1

separatelr disposed of by CONTRACTOR fur i _r * :"") 4"“‘-?"' ( ¢ )

the quarier. | (0 OF P S Sl 4o fa

. 4! B o ol AT LS (o)

(v) Amount of costs recovered for the quarter.

(vz) Amount of recoverable costs carried into thei L i s e sl 2Y1 et 1 GG s ( ~1, )
succeeding quarter, if any. - =
¢ Oy ol JUI

GV LT 3l 2N jeaddh o) e IS S3b5 (v )

B F Al G e JHl il 6 Gl ke s
s e O ¢ Al

(vii) Excess, if any, of the value of Cost Recovery Cr-
ude Oil -aken and separately disposed of by CON-
TRACTOR over costs recovered for the quater.

:&L‘;’NI_(T)

Ha OB el Gt it 2505 5 SN CiltsTH bt 13)
G ) aall SOV I Y gt I Ul aas AL
* JJS':LLI e vt.l_&;'.l,..:,

2. Payments:

If such statement shows an amount due EGPC, pay-

ment of that amount shall be made in U.S. Dollars by

CONTRACTOR to EGPC with the rendition of such

ﬂ. statement.
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3. Audit Raght: | o L1 e (T)
EGPC shall have a period of twelve {12) months ' |

from receipt ¢f any statement under this Article [V in Lga Dbl a1} g2 ( \Y ) Fe 03 g Bl 0,0
which to audir and raise objection to any such state-| 3 £ 4id Al L eda 3 i Sl G e GasS (6N
ment. EGPC :md.GONTRAG-TOR shall agree un any | ,ull, L) paTy 6 ade 2 el a2 1o daon) oo L5
required adjustment. Supporting decuments and acc- oz dly Sltasd! 3553 ¢ a5t s e St e

-~ ounts will be available to EGPQ during said twelve ‘ T e T B
(12) month period " * ;J)Y-’“L} - ( \Y ) e (_,T\’f 8 s elil dlgll anlis B

ARTICLE V ([ 4slndl 3201 )
CONTROL AND MAJOR ACCOUNTS daad JH Sliladly 4511 bl
1. Exploration Obligation Gonitrol Accounts: Ccondl WA s (V)

N i p— nl—, T —

CONTRACTOR will establish an Exploration Qb- ‘ . e . .
ligation Control Acoount and an of-setting contra B Cleadly cadl Sl 2l ad 1 blas Joldl) 2o
account to centrol therein the total amount of Exp- | <8, .28 @ 33,0 ) Coedt OLid L £y ast Ll

loration expeditures reported on Statements of Acti- | 13 _a ot { 1Y = v aa JaN Ll e g sualt DLzt

vity prepared per Article 1.2.A hereof, less any redu- Jal il s 1ol Lde 345 sdtons L
_ ddnstonn Al gV 5l By ¢ il
ctions agreed to by BGFG and CONTRACTOR fall- lia 3 :“ L:Ldbh?f; g 1;4_, Cjﬂ;lit;ﬁfun ,@':JL? Aas
s : AR SN & B - .

owing writton exceptions taken by a Non-operator '
pursuant to Article {.3.A hereof, in order to determine &LJU Sdocd) eAld g ¢ Gadll 1aa o ( 1 ) — Vs ;_,]..ﬁ'" sl

when mimmum Exploration Obligation have been met. | o Lol Sl 71 L u;’;gu dodl e ld
2,  Cost Recovery Control Account: I o st A e Ol (v)

CONTRACTOR will establish a cost Recovery Con- . .
- 31 Glaadl e 42l T St
trol Account and an offsetting contra account to cont- | < Lt o s ‘ bl 4t bl SR e
rol therein the amount of cost remaining to be recove- | ¢ 422 ST e st Zal S I e 3L éi-:Lf ast L el

red, if any, the amount of cost revovered, and the value | eladl < 1 o 2 A8y ¢ oo zal 30 Cadi) A s
of Excess Cost Recovery Crude Ol if any. | o oy Ol ¢ A 3hs_ Y aeaid)

3. Major Accounts: AR WO | ECA A WP (¢ )

For the purpose of clssifying costs, expensesand | . . == o ’ * o o
expenditures for cost reccvery as will as for the pur- LI sis Y sladdt é‘s:fl*: S W g0 CSJg
pose of establishing when the Exploration obligation has | (iU o4& ¢ ool Sht il el 3 0 de e dyataedd 2N1AS

been met, costs, expenses and expenditures shall be ‘ e e . T
recorded in major accounts including the following: ot b e A Sbls 3 Gl Silog ally
Exploration Expenditures | . codl Ol
Development Expenditures other than Operating - o |
Expenses. o Jealddl G jlas GMew dudl Olad

~ Operating Expenses v o mﬂ;,le —

Necessary sub-accounts shall be used. ) |
Revenue acoounts shall be maintained by CONT- o W3 de Y Shladt Lg il s
RACTOR t> the extent necessary for the control vf | | . o v o o e
recovery of costs and treatment of Cost Recovery 3 A :"“"JI WM sl 3 gl Sblose Jotall Es2
Crude Oil. o 4l ol LY u.a....n.ilt r\s'Ji o 1 doglaa WAl ]
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FLNNEX. !!l;‘"-' R

SUPPLEM ANTAL AGREEMENT

Reference is made to that certain Concession Agreement

(hereinafter referred to as the "Agreement”) signed on the

"date hereof by the GOVERNMENT OF THE ARAB RE-
PUBLIC OF EGYPT {hercinalter referred to as "GOV-
ERNMENT™), the EC YPTIAN GENERAL PETROL-

EUM CORPORATION (heremnafier referred to as "EG-
oC™), and BP PETRCOLEUM DEVELOPMENT LIMI-
%D (hercinafter refeyred to as “BP”).

EGPC recognizes that due to special cincumstances, Bp
might be unable to en:er the Area or any part thereof for

Carrying
ment and therefore tte Parties thereto hereby agree that

4]l their rights and cbligations under the Agreement shalt
.~ suspended until the Commencement date. "The Lommen-

out the opera:ions contemplated under the Agree

ment Date is the dave six (6) months from that on which
1GPC, and BP shall have the Area available for free and
unrestricted access for carrying out said aperations. For
the purpose of determining the rights and obligations of the
 1arties under this Agrzement, the Agreement shall b read
* and construed as if *Iffective Date” whenever mentioned
therein is replaced by “Commencement Date”.

However, the Grouy shall pay the Signature Bonus of two
(2) million U.S. Dollars on the final signature date of the
Asabic version of the Aprecment by the Minister of Petro-

leum, EGPC and BP.

ARAB REPUBLIC OF EGYPT

UL = g e——— e =k ) ———

FGYPTIAN GENFRAL PETROLEUM CORPORA- |-

TION
BY: -

BP PETROLEUM DEVELOPMENT LIMITED
‘ BY:

—_——
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