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CONCESSION AGREE' ENT FOR PETROLEUM
EXPLORATION AND EXPLOITATION
BETWEEN
THE ARAB REPUBLIC OF EGYPT
AND
THE EGYPTIAN GENERAL PETROLEUM CORPORATION
AND
AMOCO EGYPT OIL COMPANY
IN
DAMAG OFFSHORE AREA
GULF OF HUEZ

This agreement made and cotered on this 28tk day of July,
1987, Ly and between the ARAB REPUBLIC QF LEGYPT
‘hercinafter  referred  to variously  as “ARE" ar as the
SGOVERNMENT"), e EGYPTIANG ENERAL PETROLEUM
CORPORATION, a legal entity created by Law DNo. 167 of
1958 as amended (! oreinalter relfoned o as “EGPG?) and AMOCO
EGYPT OIL COMPANY. a compauy organised and existing
under the laws of the State of Liclaware, United Seates of America
(hereinafter reforred to vaciously as “AMOCO” or as “CONT-

RACTOR").

WITNESSETH

WHEREAS, all mincrals including petrolewn, cxising in
mines apd quarries in A.R.E, including the territorial waters
and in the sea bad subject to its jurisdiction and extending b::-,rumi
the territorial waters, are the property of the State ; and

WHEREAS, EGPC has applied for an exclusive concession
for the exploration and exploitation of petroleun in and throu-
ghout the arca referred to in Article II, and described in Annex
“A" and +hown approximately on Annex “B* wiich are attached

hereto and made part hereof ; and



WAY T S v (7 ) o JY et = e iiaadl Y

b b lede ot GLIZIL JuaT O e Sol 5 S5 el OF Sy
J ol i dy il e Sadl Jlash ad b Vsl i
o oy Tl adlalt
o BN 2da o gus oW L e 8 S5 Ayl O oy
Cp @t Aol g el 8y Ay T a5y G S ey
olosh ¢ Sl ey Atg) e gl Lliit = o OF Va0N L AN B,
o dah:ll u" ¢ Yl 2
ol e b e G ode Ot it G el
( oyt aalll )
S35 Asbras ol bl Jsl ot @ it 1 (1)
ciazall DU lls Jeadh st p O 32,051 et st (o anis
7 Ay Bl s Coaly ] D) Al UV ey
o 3! fons Ao g gnl) SL Akl AL ol a1y Sl
il e gy Ay 2l SLLETY ol o1 U A LSy
Sldly Sl Lo Jaasll of ol 2y ¢ el Gl 450,
by b s oa LD Ly oI5 U5y ¢ Sl 4okl Slaally
P € oy 3 Joadll Ay o Sazall Sy Jundt
v ot ol lun
Sbkall G ¢ paall oy JUI Jow (o ¢ Joui € ATt 2 ()
Al ada g5 i Saazadl Oty Jeal gl p Gig Aty
R a Al
JUG_ Ny iadl dakely ) pay Geanis Aws e — )
A AN RS g A iy G AT e

¢jio.€-l|



VY wavEe e v d (7) S Y saddl A B d

WHEREAS, AMOQCO asrces to undertoke its obligations
provided hercinafter as Contractor with respect (o the eaploratinn,
development and produstion of petroleum in said Aren 5 and

WHEREAS, the Government desires Leveby to gront such
Concession ; and

WIIERFAS, the AMiciser of Perroleam - ad Mineral Resour-
cos Tursnaut to the provisions of Taw Noo 806« F 17560 v cnnep
into 2 conecssion aoreement with GG, ol svish A g
a conttactor i the Area,

NOW, Thordors, the parties Lo aecer s Lhoun -

ARTICLE 1
DEFINITTIONS

(4) *Exvloration™ shall include such geological, 2 uphysical,
acrial and other surveys as may be contained in the approved
Work Programs and Dudyots, and the dnlling of sucl: ah-:‘-t
holes, care inles, stratizraphic tests, holes for the discovery of
Peteoleam or the appraisal of Petrolrum  discoveries and
ather relaiad holzs and wells, and the purchase or acjuisition
of such supplics, materials and cquipment thercfor, all as
may bz contiined in the approved Work Programs and Bud-
gets, The verh “explore™ means the act of conducting
cxploration,

() *“Deveclopment” shall include, but not be limited te, all the
operations and actvities pursuant to approved Work

Programs and Budgets undor this Agreement with respect
o 3

(i) The drilling, plugging, decpening, side tracking, redril-
ling, completing, equipping of development wells, the
changing of the status of a we'l from oil well to water
well and vice versa and,
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(i) design, engineering, constructicn, installation, servicing
and maintenance of equipment, lines, systemn: facilities,
plants and related operations to produce and operate
said development wells, taking, saving, treating, handling
storing, faring, trancporting and delivering petroleum,
vepressuring, rceveling and other secondary recovery

projects, and

{iii} wansportation, storage and any other work or activities
necessary or ancillary to the activities specificd in (i} and

(if).

“Petreloum® means liquid ciude oil of verious densities,
asphalt, gas, casinghcad gas and =21l other hydrocarbon
substances 1hat may be found in, and prodsced or otherwisc
obtained ard saved from the Arca wider this Agreement, and
all substances that may be extracted therefrom,

“Liquid Crude Oil” or “Crude O or "Qil” means any
hydrocarhon produced from the Area which is in a liquid
state at the wellhezad or lease scparators or which is extracted
from the gas or casinghead gas in a plint.  Such term inclu-

des distillate and condensate,

“Gas” is natural gar both assciated and non-associated, and
all of its constituent elements produced from any well in the
Area and all nonhydrocabon substances thercin,  Said term
shall include vesidual gas.
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(7} A “Bairel” shall comsist of forty-two (42)7 Unitei! States
gallons, liquid mcasure, corrected to a temperature of sixty
degrees (60) Fahrenheit.

(g} “Compwrcial Well” means the first well on any geological
featuic which after tstirg for a poricd of not more than
thirty (30} consccutive days whbere practical, but in any event
i accordance with scurd and acocpted industy production
prectices, znd vaified by LGIC, is leurd to ke capukle of
producing at the average 1ate] of not less than two theusard
{20C0) burrdds f o) por doy (ECID). ke date of discovary
of a “Commercial Well” s the date on which such well 1s

completed and tested according to the above.
() “AR.E” mears ARAB REPUBLIC OF EGYPT.

(/) *Lfictive Date” means the date on which the text of this
Agrecment is signed by the GOVERNMENT, EGPC and
CONTRACTOR, after the relevant_Law is issucd.

(/) "Ycar” or “Calerdar Year” mcans a period of twelve (12}
months according to the Gregorian Calendas.

() “Financial Year” means the Govermment’s financial year
according to the laws and regulations of the ARE.

() *Tax Year”™ means ithe period of twelve (12) moenths accor-
ding to the laws and regulations of the A.R.E,
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{n} An “Afllated Company” meosns 2 compapy 1
{i} the share capital, conferring a majority of votes at
stopkholders’ moetings of such company, of which is

owaed directly or indirectly by a party hereto |

{5} which is the ow sy Wireetly or indivectly of share capital
conferring 3 majority of votes at stockholdurs’ meetings

of a party hereto ; or

{iii} whose share capital conferring a majority of votes at
stackholders’ meetings of such company und the share
capital confriring a majority of voles at stockholders’
meetings of a party hereto are owned dircetly or indi

rectly by the same company.

') “Exploration Block™ shall mean an aren, the corner points
of which hive to be coincidmt with 3 X ¥ latitude and
Inngitade divisions, acoonding o the International Grd Oy
rem where possible or with the existing boundaries of the

Arca covered hy this Concession  Agreement as et out
in Annex A"

) “Developmont Black” shall mean an ares, the comer poiats

of which have to be colncident with 17 X P latitude and
longitude divisions according to the International Orid
Systemn where possible or with the existing boundaries of the
Area covered by this Conecssion Agrecment as set out in Au-

nex “AM,

{# “Development Lease {(5)” shall mean the Development Block
or Blicks covering the grological structure capable of produc-
tion, the corncr points of which have to be coinddent with
1’ X 1* latitude and longitude divisions according %o the
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International Grid Svstem where possible or with the existing

houndaries of the Arca covered by this Concession Agreement
o5 sutoewt in Annex SAY

ARTICLE 11
ANNEXES TO THE AGREEMENT

Annex A7 ix o deseriptin of the Area covered and alfected
by ilds Agiconsoet, hercinaftor volorsod to as “Tle Area®,

Avnex “B7 s a0 provisional iftusteative map on the scale of T3
:qﬁ,CUﬁ ectedir e the Aveit cove tod and adlecied 1n';.’ thits J’tgl‘t‘t—
ment acd cosciled in Aonmex AT

Amnexs 0" L Brea of e r o7 the operating company
ta be formcd . providel for fi Avticle VI hercof,

Anncx D s the Accounting Procedurc.

Anpexes “A”, “BY , “C” wnd "D” to this Agreement are
hereby made pare hereof, and they shall be considered as having
equal force und cllect with the provisions of this Agrecinent,

ARTICLL II

GRANT OF RIGHTS AND TERM

The GOVERNAIENT hercby grants EGPC and CONTRA-
CTOR subjuct to the terms, covenants and conditions sct out in
this Agreement, which insofar as they are contrary to or
inconsistent with any provisions of Law No. 66 of 1933,
as amended, shall have the force of Law, an cxclusive concession
in and to the Arca described in Annexes “A"” and “B”.

{a) The GOVERNMENT shall own and be entitled, as hercina-
{ter provided to a rovyalty in cash or in kind of ten (10)
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percent of the total quantity of Petrolewm produced and
saved from the Area during the development period
including rencwal.  Said royaity shall be borne and paid by
EGPC and shall not be the obligation of the CONTRACTOR.
The pavment of royalties by EGPC shall not he deemed to
result in income"attributable to the CONTRACTOR.

(#) An iritial exploration pericd of four {4) years shall start from
the Effrctive Date, Two {(2) successive  exte nsions to the
I'initial cxploration period of two (2) vears vach shall be gran -
ted tv CONTRACTOR at its option, upon rot less than

thirty {30) days prior written notice to EGPC and subject
only to its having fulfillcd its cbligeticrs hereunder for the

preceding period. This Agrectent shall be terminated if
no Commcercial Discovery s aititlled 1y the +rd of "he
cighth {8th} vear of the expleraticn pericd.  However, such
period may bz extended at CONTRACTOR’. opton for
ap to six (&) months to rnable the completion <f drilling ard
testing of any well actually drilling or testing at the end.of
the cight (8) year exploradon piriod. The clection by EGPC
to undertakea sole risk venture under paragraph (¢) imme-
diately hercafter shall not extend the cxploration pericd nor

affect the tetmination of this Agreement as to CONTRAC-
TOR.,

{¢) "‘Commercial Discovery” : ARter discovery of a Commercial
Well, CONTRACTOR shall, unless otherwise agreed upon,
undertake as part of its Exploration program the appraisal
of the discovery by drilling onc or more exploration appraisal
wells, to determine whether such discovery is worthy of
being developcd commerdally, taling into consideration
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the recoverable seserves, production, pipeling and terminal
facilitder reguired, ostimated crade oil prices, and all otha
relevant technice! ard ccopomic factors.

A cemmorcial Discovery may consist of one producing
reservolf or & group of producing rescrvols which  afer
appraisal is worthy of being doveloped  commercially.
CONTRACTOR shall give votice «f a Commercial Discovery
e EGIFC in nadiately after the discovery is considered by
CONIRACIOR to be wonthy of commercial deveopment
Lt i £ny oveet not later thown the complotion of the seqond
Yorplerrter ™ eprezisal well, or vacke {32) mouths following
the date of the disconvery of the Cen moretal Well whichever
s carlier ; oxept thit the CONTRACTOR shall also have
the yight fo give such retiee of Commorclal Divcovary with
resyret to pry postinelr or yesorveies even i the well or wells
thercon are not “Commercial”  within the definition of
“Commoereinl Well” if, in itz opinien, a sscivoir oy a gonud

of rescrvoirs corsidered collectively, could be worthy of de-
velopment,

Followirg reecipt of such potice EGPC and CONTRA-
CTOR shall meet and review all appropriate data with 2

view to mutually agrecing wuvpon the existence of a
Commercal Discovery. The date of Commercial Discovery

shall be the date EGPC and CONTRACUTOR mutually
agree thet 2 Commercal Discovery exists.

If Cyede O I discovered but i not doemed by
CONTRACTOR to be a Commercial Discovery under the
above provisions of this paragraph (¢}, EGPC shall ene {1}
menth aftcy the expiration of the period specificd above
within which CONTRACTOR can give notice of Cogan rrial
Discovery, or thisteen {13) o ttha afier the completon of
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a well not considered a “ Commercial Well” have the right
following sixty (60) days notice in writing to CONTRA-
CTOR., at its solc cost, risk and expense, to develop, produce
and dispose ot all Crude Qil from the geological feature on
which the well has been drilled. Said notice shall stace
the specific area covering said peological featurc to he
developed, the wells to be drilled, the production facilitics
to be installed and EGPC’s estimated cost thereof, Within
thirty (30) days after receipt of said notice CONTRACTOR,

may in writing, clect to develop such area as provided for in
the case of Commercial Discovery hercunder. In such event

all terms of this Agrcement shall continuc t~ apply to the

specified arca,

If CONIRACTOR clects not to develop such arca, the
specific area covering said geological featurc shall be set aside
for sole risk operations by EGPC, such area to be mutually
agrecd on the basis of good oil industry practices. EGPC
shall be entitied to perform, or in the event Operating
Company referred toin Article VI has come into existence,
to have Operating Company perform, such opcrations for it
at EGPC’s sole cost, risk and expense. When EGPC has
recovered from the Crude Oil produced from such specific
area a quantity of Crude Oil equal in value to three hundred
(300) percentofthc cost it has incurrcd in carrying out the
sole risk operations, CONTRACTOR shall have the option,
only in the event there bhas been a separate Commercial
Discovery, to share in further development and production
of that specific area upon paying EGPC one hundred {100)
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pereent of such costs incurred by EGPC.  Such one Twandred
{100} pereent puyment shall be recovered by CONTRACTOR
from Cost Recovery Crude Qil in the vormal nanner
for the recovery of expenses wnder  Artele VID [
medintcly following  such  pavment  the speafic ara
shall cither (D) revert to the status of an ordinary v Jops
ment Lease under this Agrormert and  therealier shedl be
operattd in ageordance with (e terms hercof 5 er {iyg
altcrnatively, in the event that at surh time LGFC oo
s Affiliand Company B copducting all dovwhaaem
opcrations in the area at its sole cxpense and EGPC clects
to coniirme operating, the arca shall remain set wside and
CONTRACTOR sholl anly be ontitied fo s preduction
sharing percentage of the Crude Oil as speeified i Arvele
VII {B) below., The sole risk Crude Qi <hall be valud in
the manper provided in Pargraph (o} of Article VIL in
the everst of any termination of this Agreement  under the
provisions of paragraph (b} above, this Agreomunt shall,
however, continue to apply to EGPC's operation of wry <o
risk vevture hercunder, although such Agreement shall have
been terminawd with respeet o0 CONTRACTOR puc.uint
to the provision:  said paragraph (b) above,

The dovclopment peried of ecach Devclopment Lease shail
be twenty (20) years from the date of issuance thercof.  This
pericd may be renewed for an addidonal period of five {3}
years at the option of CONTRACTOR upon six {6} months
prior written notice to EGPC. Following Comniercial
Discovery the extent of che whole area ¢apable of production
to be covered by Development Least or leases shal:
mutually agreed upon by EGPU and CONTRACTGR and
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be subject to the approval of the Minister of Petrolenrn and
Mineral Resources. Such area shall then be converted
automatically into a development lease or leases without the
jssuance of any additional legal instrument o1 permission,

Development operations thereafter shall be  started
promptly by Operating Company and be conducted in
accordance with good oil field practiecs and accepted
petroleum eagincering principles, until the ficld is considered
o be fully developed. In the event no Commercial Produ-
ction of Petroleum in regular shipments is cstablished in any
Development Black within four {4) years from the date of
the approval of the Minister of Petroleum and Mineral
Resources  referred  to hercinabove such o Duevelopment
Block shall imncdiate’v hn surrendered unless  utherwise
agrecd up>n by EGVPS, provided that cach Devilopment
Block in & Drvelopmont Lease being partly within the radius
of drainage of any peadincing well in such Developruent Lease
‘which shall not excrad a hadf (12} kilometer in the case of
Crude Ol or one (1) kilhmster in the case of Gas;, unless in
either case, a larger radius of diainare is agreed by RGPO)
sludl Do considerad as particinatiog in the Commercial Produ-
ction referred to whove, 1

CONTRACTOR shall boar and nay all the costs anl
expenses refquired v ocaccying out alb the eperazions wader
this Agrecment but such cosis and cxp.onses shall ot include
any interest on invesiment, td CONTRAGLOR shall look
only to th: Petrolcum to which it is entitled under this Agree-
m nt to recover such costs and expenses.  Such costs and
expenses shall be recoverable as provided in Article VIL
During the term of this Agrecment and its renewal, the total
production achieved in the conduct of such operations shall by
divided between EGPC and CONTRACTOR in accordance
with the provision: of Article VII,
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. Unless otherwise provided, AMOGQCO shall be subject to
Egyptian income tax laws and shall comply with the
requirements of such laws with respect to the filing of
returns, the assessment of tax, and keeping and showing
of books and records.

AMOCO's annual income for Fgyptian income tax
purposes under this Agreement shall be an amount
calculated as follows :

The total of the sums received by CONTRACTOR
irom the sale or other disposition of all Crude Oil acqui-
red by CONTRACTOR pumsuant to Article VII,

paragraphs (a) and (b) 3
Reduced by :

(i) The costs and expenses of CONTRACTOR ;

(i} The value as determined according to paragraph
(c) of Article VII, of EGPC’s’share of the Excess Cost
Recovery Crude Qil repaid ta EGPC in cash and
in kind, if any.

Plus :

An amount . equal to AMOCQ's Egyptian income
taxes grossed up in the inanner shown in Anncx D Article
VI.

For purposes of above tax deductions in any Tax
Year, paragraph {a) of Article VII shall apply only in
respect of classification of costs and exp=nses and rates
of amortization, without regard io the percentage limi-
tation referred to in the first paragraph of Article VII
(@) {!). All costs and expenses of AMOCO in
conducting the opcrations under this Agrecemcnt which
are not controlled by paragraph (a) of Articlc VII as
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above qughificd shall be deductible in accordance with
the provisions of the Egyptian Inceme Tax Law.

1. EGPC shall assume, pay and discharge, in the name and
on behalf of AMOCIO, AMOCO’s Egyptian income fax
out of EGPCy share of the Crude Off produced and
saved and not wsed in operagons under Awticle VIL
Ai&tmp&iﬂhyﬁﬁ?ﬂinﬁmmmdmhchaﬁﬂf
AMOCO shall be comsidered income to AMOCQ,

4. EGPC shall furnish to AMOCO the proper official
receipls cvidencing the payment of AMOCCYs Egyptian
income tax for cach Tax Year within two hundred and
ten {210} days following the commencement of the next
ensuing Tax Year. Such receipts shall be jssued by the
proper Tax Authorities and shall state the amount and
other pasticulars customary for such receiphy.

$.  As wsed herein, Egyptian Inconie Tux shall be inclusive
of all inconw taxts payable in the ARE. {including
tax on tax) such as the tax on income  from

and industry and inclosve of taxes based on income or
profic inchuding all dividend, withholding with respect
1o sharcholders and other taxes imposed by the Govers-
ment of ARE. on the distribution of incoime or profits
by AMOCO.



ﬂ.M‘i"i.‘t_’r_uihii&)_;ﬂﬂxvmll—;ﬂ"‘)lh-ﬁ-.“ vt

o ke Lo A1 ot s Gl i pld e o
Gl s I DY o s i 01 L G epopor
L Linds S 0al o b all Joll LMLy gt
» Sl e il
Caad 1 L) )
Coudl B b i ARV Jealt el
G ada 505, S0l Shlee fan OT-Jsl ke cow (1)
st 3 "u_"lii'"fl ok e 'CLJ"; ot _,;-..--1'-1 ("l.) L jalan Y s g 4‘
dogr Al B laCr W dal olls Yag O Jlal) e
A pa Sl ) e (10) 26 i) el g (s Y
Il gl oty o LGN ) 35 0T (1) Banly b i
S AW Sadh Dby bWy Lt UL paar plARI
o Gl 3T i b

Iotan s » Sy (1) at op Ble WAY Cadi 35 ()
Lga J5 o Jilat (v) o il sde oY 2adl 3 25 s O
St e ol Lk (‘T') » 3 SN sl Ehy Sl (‘r) ol
S Lt 2 N Jup W o Lig (r0) B0 Gl pES
Andl Sl slighy dadl Slle g alagll fe 0% Aal
Ok Galdd p5b s o Al b ylafl 321 e LBV ada it
N (onse eoe ) i Claacsy e s 0 15 Y L 5l
Losiiy Laudt Slle Jo 4G o il SUY 1 2t Nas oo
b0 Sy (g) C”t WLH Qg 2ol 55 Sys lg GL.IY
s 5 O ot p by o (V) Bambs 1S do Jolild ok O
SN G 2 Yo Ly £ (ur $as u-) Al E'l....”h Ja



ve wAvdends X4 () oK WY 2l e e Jt 3 o

£. In calawlating its ARE. income taxes, BGPC shall be
entitled to deduct all royalties pakl by EGPC to
the Government and AMOC(O’s Bgyptian income taxes
paid by EGPC on AMOCOs beball,

ARTICLE 1V
WORK PROGRAM AND EXPENDITURER DURING
EXPLORATION FERIOD

{¢} CONTRACTOR shall commence exploration operations
hereunder not later than six (6) months after the Effective
Date, Not later than the #nd of the fifteenth {15} month
after the Effective Date, CONTRACTOR shali start sxplo-
ration drilling in the Ares, with & commitment of drilling
one (1) well during the initial exploration period. EGPC
shali make availabic r CONTRACUTOR’s we all selsmic,
wells and other exploration data in EGPC's possession with

raspect to the Area

{#) The initial exphwmation period shall be four {4) years.
CONTRACTOR may extend this exploration period for two
{2} additions] periods of two {2} years each in accordance
with Article IIT (b}, cach upon at least a thirty {30} days
privy written notice to EGPC subject to is expenditure of
its minimum exploration obligations and of its fulfitiment of
the drilling obligations hereunder for the then current period.

CONTRACTOR shall spend a minimum of five million
aine hundred thowsand U.S. Dollars- {U.S. ¥ 5,500,000) on
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explocation operations and activities related thereto 12734
the initial four (4) years exploration preiod ; provided that
CONTRACTOR shall 45l one {§} well, For cach two (2)
year period that CONTRACTOR elects to extend beyond
the initial exgploration period CONTRACTOR shall spend
4 minimum of five million four hondred thousand T.5. Dol-
Jars (1.8, § 5.400.000) ; Jduring each of smuch exhensions
CONTRACTOR shali  drill one {1} well

Should CONTRACTOR spend more than the minis

four (4) year cxploration peried or during any period
thereafier, the excems may be subtracted from the minimum

amount of money required to be expended by
CONTRACTOR o minimum number of wells required to
be drilled-during any secceedingjexploration period or periods, -
as the case may be,

In case CONTRACTOR surrenders its  explaration
obligations under this Agreement as set forth above before or
at the end of the fourth {4th) year of the jnitial period, having
cxpended less than the tota] sum of five millions nine hizndred
thousand 1.8, Dollars {U.S. § 5.900.000) on cxploration or
irs the event at the end of the four (4) years CONTRACTOR
has expended less than said sum in the Ares, an amount
equal 1o the difference between the said five million nine
hundred thousand 155, Dollars (U8 §5.200.000; and the
amount actually speat on exploration activities shall be paid
by CONTRACTOR t» BEGPC s the time of swrendering
or within three (3) months from the end of the fourth year

of the injtial exploration period, as the case way by Any
expenditure deficiency by CONTRACTOR at the end of
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{c}

any additional period for the reasons ahove-noted shalt simi-
larly result in a payment by CONTRACTOR. to EGPC of
such deficiency. Provided this Agrcement is still in force as
o CONTRACTOR, CONTRACTOR. shall be entitled to
recover any snch payinents as oxploration expenditure in
the manner provided for under Article VII in the event of
Commercal Production.

Exploration operations in the Arca carried out with
EGP('s approval between the date EGPC and CONTRA-
CTOR fisst sign this Agrecment and the Effecive Date are
hereby ratified and confirmed. Costs incurred and work
pexformed for such operations shall be decmed validly
incurred and performed for all purposes under this
Agreement (including but not limited to cost recovery).

Without prejudice w0 Article I (b}, fn case o
Cominercial Discovery is established by the end of the ¢ighth -
(8th) year, or in case CONTRACTOR surrenders its
exploration obligations under this agreement prior to such
time, EGPQ shall not bear any of afowesaid expenses spent
by CONTRACTIOR.

At least four (4) months priov to the beginning of each Fivan-
cial Year or at such other times as may mutually be agreed
to by EGPC and CONTRACTOR, CONTRACTOR. shall
prepare an Exploration Work Program and Budget for the
Ares setting forth  the explomation operations which
CONTRACTOR proposes to carry out during the efduing
vear, During the exploration period, such Work Programs
and Budgets taken together shall be at least sufficient to satisfy
CONTRACTOR's minimum expenditure obligations taking
ints account any credits for excess expenditures by
CONTRACTOR in prior exploration perieds
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The Exploration Work Program and Budget shall be
reviewed by a joint commmittee to be established by BGPC
and CONTRACTOR after the Effective Date of this Agrec-
ment. Lfhis Comumittee, hercinafter referred to az the
“Exploration Advisory Committee”, shall consist of six {6}
members, three (3) of whom shall be appointed by EGPC
and three {3} by CONTRACTOR. The Chairman of the
Exploration Advisory Committer shall be designated by
EGPC from among the members appointed by it, The
Exploration Adviiory committee shall review and give such
advice as it deems appropriate with respect fo the proposed
Work Program and Budget. Following review by  the
Exploration Adwvisory Commitice, CONTRACTOR shall
make such revisions as CONTRAQCTOR deems appropriate
and submit the Exploration Work Program and Budgst to
EGPC for its approval. Following such approval, it is
forther agreed that |

(i) CONTRACGTOR shall not substantially revise or
modify said Work Program and Budget nor reduce the

approved budgeted expenditure without the approval
of KEGPC, ;

(11} In the event of emergencies involving danger of Joss of
Bves or property, CONTRACTOR may expend such
additional unbudgeted amounts as may be required to
alteviate such danger, Such expenditure shall be consi.
dered in all respects a2 exploration expenditure and shall

be recovered pursuant to the provisions of Article VII
hereof,

CONTRACTOR shall advance all necessary funds for all
materinle, equipment, supplies, personnel  administration
and operations pursuant to the Exploration Work Program
and Budget and EGPG shall not be responsible to bear ar
repay any of the aloresald costs,
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(f)

CONTRACTOR. shall be responsible for the preparation
and performance of the Exploration Work Frogram
which shall be implemented in a workmanlike manner
and in consistence with good industry practices.

Except as is appropriate for specialized studies such as
the processing of data, laboratory studies or specialized
engineering or development studics thereon, to be made in
specialized centers outside A.R.E., all geological and geophy-
sical studies as well as any other studies related to the
performance of this Agreement, shall be made in the AR.E.

CONTRACTOR shall entrust the management of
cxploration operutions in the A.R.E. to its technically
competent General Manager and Deputy General Manager.
The names of such Manager and Deputy General Manager
shall upon appointment, be forthwith notified to the
GOVERNMENT and to EGPC. The General Manager
and, in his absence, the Deputy General Manager shall be
entrusted by CONTRACTOR with sufficient powers to
carry out immediately all lawful written directions given fo
them by the GOVERNMENT or its representative under
the terms of this Agreement. All lawful regulations issued
or hereafter to be issued which are applicable hereunder and

not in conflict with this Agreement shall apply to CONTRA-
CTOR.

CONTRACTOR shall supply EGPC within thirty (30) days
from the end of cach calendar quarter, with a Statement of
Exploration Activity showing coss incurred by CONTRA-
CTOR during such quarter, CONTRACTOR’s records
and nccessary supporting documents shall be available for
inspection by EGPC at any time during regular working hours

for three (3) months from the date of receiving each State-
ment.
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Within the three (3) months from the date of receiving
such Statement, EGPC shall advise CONTRACTOR in
writing if it considers :

(i) that the record of costs is not correct ;

(ii) thatthe costs of goods or services supplicd are not m line
with the international market prices for goods or services
of similar guality 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 ;

(iii} that the condition of the materjals furnished by
CONTRACTOR does not tally with their prices ; or

{ivi that the costs incurred are not rcasonably required for
operations,

AMOGCO shall confer with EGPC in connection with
the problem thus presented, and parties shall attempt to
rcach a secttlement which is mutually satisfactory. Any
reimbursement due to EGPC out of the Cost Recovery Grude
Oil as a result of reaching agrecent or of an arbitral award
shall be promptly made in cash to EGPC, plus simple inte-
rest at LIBOR plu; 2.5 percent per annum from the date on
which the disputed amount (s} would have been paid
to EGPC accarding to Article VII (a) (2) and ANNEX “D”
(i.c., the date of rendition of the relevant Cost Recovery
Statement) of this Agreement to the date of payment. The
LIBOR rate applicable shall be the average of the figure or
figures published by the Financial Times representing the
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mid-point of the rates (bid and ask} applicable to one month
Us. dolhrdcpouumthelmdoulnwmmmmrrmcr
Market on cach fifteenth day of each month octwrring
between the date on which the disputed smount (s) would
have heen paid to BEGPC and the date on which it is settied.

If the LIBOR rate is available on any fiftleenth day but
is not published in the Financial Times in respect of such day
for any reason, the LYBOR rate chosen shall be that offered
by Citibank N.A. to other leading banks in the London Inter.
back Esrocurrency Market for one month US, dollar
deposits.

If such fifteenth day is not a day on which LIBOR. rates
are guoted in the London Interbank Eurocurrency Market,
the LIBOR rate to be used shall be that guoted on the next
foliowing day on which such rates are guoted.

If within the time Hmit of the three (3) month period
provided for in this paragraph, EGP({ has not advised
CONTRACTOR of its objection 10 any Statement, such
Statement shall be considered as approved,

{8} CONTRACTOR zhall supply all funds necessary for its
operations in A.R.E. under this Agreement in frecly conver.
tible cwrrency from ablwoad. CONTRACTOR shall have
the right to buy Egyptian currency whenever required and
the conversion shall be made at the ocad banls in the ARE.
according to the Official AR.E. rate of exchange.

() EGPC is authorised to advance to CONTRACTOR
the Egyptian currency required for the operations under
this Agreement against reeeiving from CONTRACTOR. an
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equivident amount of U.S. Dollar at the official A R.E, rate
of exchanye, such dollars to be deposited i an EGPC acommt
abromd with a corvesponsbosd bank of the Natiotal Bank of
Egypt, Caire, Withdrawaly from gaid acoount shall be used
for financing EGPCY end s Affikates foreign carrency Te -
remients sublect 10 the approval of the Minisior of Petroleum
and Mincral Resources,

ARTICLE V
MANDATOXY AND VOLUNTARY RELINQUISHMENTS

MANDATORY ¢

At the end of the fourth {dth} year fter the Effectuve Dale
hereof, CONTRALTOR shall relinguish o the GOVERNM-
ENT = total of twety-five {25) percemt of the original Arez not
they converied % a Devcdopmest Lcase or Leases. Soch sur-
render shall be in anits of whole Exploration Blocks or parts of

loration Blocks not converted to Development Leases so as
to enable the surrender requirernents to be precisely fuliilied,

At the end of the sixth (6th) year after the Effective Date
bereof, CONTRACTOR shall relinquish an addwtional twonty-
five (25) wercent of the original Area not then converted into a
Development Lesse ar Leases, S:ch surrender shall be in uxals
of whole Explomation Blocks or parts of Explorstion Blocks not
omverted o Development Leass 30 28 to enable the surrender
requirements 4 be precisely fulfilled.

Without prejudice to Artick I1¥ and XXII at the end of eighth
r8th) year of the exploration period, CONTRACTOR shall relis
nequish the remainder of the oogimsal Aves not then converted to
a Development Lease or Leases.

It & undermtood that at the tme of any rolinguivhment the

sxeas (0 be converted o Developmiont Leases amd which are
sabmitted to the Minisser of Petrokeumn and Mineral Resowrces

fx his appeoval, according to Article YEY {d) shall, subject %o such
spproval, be docimed omaversed w0 Dlevelopmnent Leases.
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Nothing in this Agreement shall be construed as requiring
CONTRACTOR to relinquish any Exploration Block or Blocks
on which a Commercial Well is discovered before the period of
time referred to in Article III (c) of this Agreement given
to CONTRACTOR to determine whether such Well is a Com-
mercial Discovery worthy of development or to relinquish an
exploration block which has either been converted to a

development lease or with respect to which an application for
conversion has been made.

VOLUNTARY :

CONTRACTOR may, voluntarily, during any period relin-
quish all or any part of the Area in Blocks provided that at the
time of such voluntary relinquishment its financial obligations for
exploration expenditure under Article IV paragraph (b) have
been satisfied for such period.

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

Following Commerdal Discovery, EGPC and CONTRA-
CTOR shall mutually agree upon any arca to be r:hnquislwa‘
thereafter, except for the refinquishment provided for alove at
the end of the total exploration period.

ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

(s) On Commercial Discovery, EGPC and CONTRACIOR
shall form in the A.R.E. an operating company which shall
be named by mutval agrecment between EGPC and
CONTRACTOR and shall be subject to the approval of the
Minister of Petroleum and Mineral Resources (hereinafter
referred to as “Operating Company’”). Said company shall
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be a private sector companv, Operating Compsany shall
he subject to the laws und regulations inforce inthe ARE,
1o the extent that such laws and regulations are not inconsis-
tent with the provisions of this Agreement or the charter of
Operating Company.

However, QOperating Company shalk, for the purpose
of this Agreement, be exempted from the following laws and
regulations as now or hereafter amended or wibistituted

— Taw Nbn, 97 of 1976, orpanizing dcalings in foreign
currencies

— Law No. 48 of 1878, on the staff regulations of Public
Companies

—— Iaw No. i5¢ of 198, pronmigating the law on joiftt
stock companies, partaership imited by share companies
and limited lability crmpanies | and

— Law 97 of 1983 promulgating the law concerning public
sector’s authorities and companies,

The Charter of Operating Company 13 hereto attached as
Annex "C®.  Within thirty (30) days after the date of Com-
mercial Discovery {unless otherowise agreed by EGPC and
CONTRAOTOR), the Charter shall take effect and Opera-
ting Company shall automatically come into existence without
any further procedurss. The Exploration Advisory Com-
mittee shail be disolved.

Ninety (90) days after the date Operating Company comes
into existence in ascordance with paragraph (b) above, it
shall preparc 3 Work Program and Budget for firther Explo-
ration and Development for the remainder of the year in
which the Commercial Discovery is made ; and not later than
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four {4) months before the end of the current Financial Year
(or such other date a3 may be agreed mupon) and four (4)
months preceding the commencement of each sceceding
Financial Vear thereafler {or such other date as may be
agreed upon} Operating Company shall prepare an annual
Production Schedule, Work Program and Budget for firther
Exploration and Development for the succeeding Financial
Year, The Producton Scheduls, Work Program and
Budget shall be submitied to the Board of Directors for

approval,

(@) Not later than the twenticth (20th) day of each month,

(e)

Operating Company shall furnish to CONTRACTOR a
written estimate of its total cash requivements for expenditure
for the first half and the second half of the succeeding month

in U5, Dollars having regard o the approved
Budget. Such estimate shall take into considevation any
cash expected to be on hand at month end,

Payment for the appropriate period of such month shall
be made to the correspondent bank desipnated in paragraph
{2} Delow on the first day and fificenth day respectively, or
the next following business day, if such day is not 2 business
day.

Operating Company i3 authorised to keep at its own disposal
abroad in an account opened with a correspondent hank of
the National Bank of Egypt, Cairo, the forcign funds advan-
gﬁ hge CGN'IS:&MC'I“{}R, Withdrawals from said account

used for payment for goods and servicss acquired
abroud and for tramdferying o 3 Jocal bank in the ARE,
the required amount to meet expenditures in Egyptian Pounds
for ()perating Company in connection with its activities under

this Agreement,

Within sixty {60) days after the end of each Financial
Year, Operating Company shall submit to the appropriate
exchange control authorities in the A R.E. a statement, duly
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certificd by a recognized firm of auditors, showing the funds
credited to that account, the disbursements made out of that
account and the balance outstznding at the end of the year,

(f) If and for as long during the period of production operations
there exists an excess capacity in facilities which cannot
during the period of such excess be used by the Operating
Company, EGPC and CONTRACTOR will consult together
to find a mutually agreed formula whereby EGPC may use
the excess capacity if it so desires without any financial, or
unreasonable operational disadvantage to the CONTRA-
CTOR.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

{(a) 1. Cost Recovery Crude Oil.

Subject to the auditing provisions under this Agrcement,

CONTRACTOR shall recover all costs and expenses
in respect of all the exploration, devclopment and related

operations under this Agreement to the extent and out
of thirty (30} percent quarterly of all Crude Oil produced
and saved from all Development Leases within the Area
hereunder and not used in petroleum operations. Such
Crude Qil is hercinafter referred to as “Cost Recovery

Crude Oil”.

For all Exploration, Development and Production
hereunder, such costs and expenses shall be recovered
from Cost Recovery Crude Qil in the following manner :
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(i}

(i)

All Operating Expenases, incurred after initial Com-
mercial Production, which for the purposes of
this Agreement shall mean the datc on which the
first regular shipment is made, shall be recoverable
cither in the Tax Year in which such costs and
expenses are incurred and paid or the Tax Year in
which initial Commercial Production occurs,
whichever is the later date,

Exploration Expenditures including those accum-
ulated prior to the commencement of initial
Commercial Production, which for thc purposes
of this Agrcement shall mean the date on which the
first regular shipment is made, shall be recoverable
at the rate of twenty (20) percent per annum
starting cither in the Tax Year in which such
expenditares are incurred and paid or the Tax Year
in which initial Commercial Production commen-
ces, whichever is the later datc.

(iif) Development  Expenditures, including those

accumulated prior to tne commencement of initial -
Commercial Production shall be recoverable at the
rate of twenty (20) percent per annum starting in
the Tax Year in which such expenditures are incur-
red and paid or the Tax Year in which initial
Commercial Production commences, whichever is
the later date,

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

or expenditures recoverable per paragraphs (i),
{ii} and (jii) preceding exceed the value of all Cost
Recovery Crude (hl 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 this Agree-
ment, as to CONTRACTOR.

(v} For the purpose of determining the classification

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

!. “Exploration Expenditures’” shall mean all
costs and ecxpenses for Exploration.
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2, “Devespmcent Exponditmces” shall mean
all cosis and expenses jor Dewclopment winli  the
cuception of Operating Expomscs.

3. “Opzcrating Expanses” shal: mean all costs,
expenses and expenditures made aftec initinl Com.

However, Operating Expewses shall include worko-
ver repair and mainteoaoce of et dat ahall ot
inchide any of the following: side tracking; redrilling
and changimg of the sates of a well from oil well
10 water well and vice versa; replacement of assets, or
part af an asset, major overbauling, additions, impr-
ovemserrts or roaewalk that extond the fife of the anet.

(iv) It is enderstood and agreed upom that the recov-
ery of oosts and expenses as based upon the rates
referred to above shall be allocated to each quarter
proporticnately (ome fourth to cach quarter}. Howe -
ver, any recoverable costs and expens i3 not recovered
in ome quarter, as thas allocated, shall be carried
forward for recovery in the unext quarter,

| I
L

CONTRACTOR shal each quarter take and senara-
telv dispose of all Cast Recovery Crude Qil produced,
except as provided in subparagraph (a} (3) beolow of
this Article VII, plus its share of the balance of the Crude
il as stipulated in paragraph (b) balow of this Article
VII. To the cxtent that the value of the Cost Racovery
Crude Qil (as determiped in sub-paragraph (¢) below)
exceeds the actval recoverable ﬁ:runu and expenditares,
includmg any carry forward patagraph {(a) (1

(iv) above, to be recovered in that quarter t];u: EFJIJHE(D}}
sach Excem Cost Recovery Crade Oil actually taken
and separatcly disposed of by CONTRACTOR shall
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b paid by CONTRACTOR to RGPCin the manner set
forth in Article IV of the Accounting Procedure contained
in Annex “IF* and CONTRACTOR shall be deemed to
have purchased such Excess Gost Recovery Crude Oil

Ninety {90) days pror to the commencement of each
vear EGPC shall be entitled to elect by notice in wri-
ting to CONTRACTOR to take delivery in kind F.OB.
export terminal or other agreed delivery point, of up to
100 percent of any Excess Gost Becovery Crude Oil for
that year, and thereby reduce the amount to be purcha-
sed by CONTRACTOR in the same percentage amount

{#} Production Sharing :

The remaining seventy {70) percent of the Trude OH

shall be taken angd disposed of separately by EGPC and
CONTRACTOR. according to the following incremental

scale

Crude Oil produced q EGPL Share ’ Contractor
and saved under this | %% Share %,

used in Petroleum
operations. Barrely
per day {(guarterly
averagel

ement and not

That portion or increm=| Eighty (80} Twenty (20)

ent up to 50,000 BOPD

That portion or incre. | Eighty-three (83) | Seventeen {17)

ment rom 50,001 - f
100000 BOPD

That portion in excess | Eighty-five (85) Fifteen (15)

of 100.000 BOFPL

—“m.___-qumﬂ_mmﬂ_—-ﬂmm
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) 1.

n e

It is the inttnt of the Parties that the value of the Com
Recovery Crude Of shall refiect the prevailing market
price for Crude Qil. For the purpose of svaluating
the prevailing market value of the guantity of Cost
Recovery Orude Off to which CONTRACTOR & entie
tied hereunder during each calendar quarter, the
weighted average gprice reslized for  companablke
quantities on  comparable credit terms i freely
convertible currency from F.O.B. puint of export sales
to pon-affiliated companies during such guarter at
armstength by either EGFC or CONTRACTOR under
=l Crude O sales contracty currently in gffect, but
excluding crude oil spot sales not ronsistent with prevais
ling market prices for similar Crude QN and alw excluding
Orude Oil sales contracts involving barter, whichever
is higher, shall be used. It is wnderstood that in the
case of C.LF, sales, appropriate deductions shall be made
for transport and imsurance charges to calculate the
F.O.B. point of sxport price ; and always taking into
accomnt the appropriate adjustment for quaity of crude
oil, freight advantage or disadvantaze of port of Inading
and othey appropriste adjustments. Nevertheless, if
CONTRACTOR considers the value of ithe Cost
Recovery Crude Off so determined not o refleet  the
market conditions prevailing during the calendar gua-
etor, CONTRACTOR znd LGPC shall meet and mut-
ually agree upon the price.

If during any calendar guarter thees are no such sales
hy EGPC or CQONTRACTOR under Crude O sales
contracts currenty in effect BGPC and CONTRACTOR
shall meet and mutuaily agree upen the price of Crude
Oit 10 be usged in determining the valoe mentioned in
subparagraph (g} {i} above. Pending such mutyal
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agrcement the price uscd shall be the last price determi-
ned pursuant to sub-parsgraph (¢) (1) of under this
sub-paragraph  {c} (2} whichever is later, and
appropriatcb adjustment will be made thereto after

determination of a mutually agreed price by EGPC and
CONTRACTOR.

Opcrating Company shall prepare (not less than nincty (90!
days prior to the beginning of each calendar semester
following regular production) and furnish in writing 1o
CONTRACTOR and EGPC a forecast setting out a total
quantity of Petroleum that Operating Company estimates
can be produced, saved and transported herennder during
such calendar semester in accordance with good oil indusiry
practices, Operating Company shall endeavour to produce
cach calendar semester the forecast quantity. The Crude
Oit shall be run to storage tanks or offshore loading facilities
constructed, maintained and oprrated according to Govern-
ment Regulations, by Opcrating Company in which smd
Crude Qil shall be metered or otherwise measured for royalty,

and the oth=r purposes required by this Agreement.

CONTRACTOR shall have the right and the obligation to
separatcly take and dispose of currently all of the Crude Oil
to which it iz entitled as is determincd in accordance with
sub-paragraphs (a) and (b) of this Article. Subject to
payment of sums due EGPC under Article V1I (a) (2) and
IX, CONTRACTOR shall have the right to retain abroud
all funds acquired by it abroad including the procecds from
the sale of its share of Crude Oil cxported.
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(f} At a reasonable time prior to the commencement of Com-

(e)

{b)

mercial Production EGPC and CONTRACTOR shall meet
and agree ppon a procedure for scheduling tanker hftings
from the agreed vpon point of export.

ARTICLE VIII
TITLE TO ASSETS

EGPC shall become the owner of all assets acquired :nd
owned by CONTRACTOR in connection with the operations
carried out by CONTRACTOR or Operating Compuny in
accordance with the following : f

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

2, Title to fixed and movable assets shall be transferred
automatically and gradually from CONTRACTOR tw
EGPC as they become subject to depreciation in accor-’
dance with the provisions of Article VII ; however the
full title to fixed and movable assets shall be transferred
automatically from CONTRACTOR to EGPC at the end
of the year when its total cost has been recovered by
CONTRACTOR in accordance «ith the provisions of
Article V1I or at the time of termination of this Agrec-
ment, whichever first occurs,

The Book Value of the Assets created during each
calendar quarter shall be communicated by CONTRACTOR
to EGPC or by Operating Company to EGPC and
CONTRACTOR within thirty (30) days of the «nd of cach
quarter.

During the term cf this Agreement and the renewal period
EGPC, CONTRACTOR and Operating Company are
entitled to the full use and enjoyment of all fixed and movable
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assets referred to above in connection with operations hereun-
der or under any other Petroleum Concession entered into by
thc Parties. Proper accounting adjustment shall be made,

CONTRACTOR and EGPC shall not dispose of the satne
except with agreement of the other,

CONTRACTOR and Operating Company may freely
import into A.R.E,, use therein and freely export at the end
of such use machinery and equipment which they either rent
or lease in accordance with good industry practices, includ-
ing but not limited to the lease of computer hardware and
software.,

ARTICLE IX

BONUSES

CONTRACTOR shall pay to EGPC as a Signaturc Bonus
the sum of one (1) million U.S. Dollars on the Effective Date.

CONTRACTOR shall pay to EGPC the sum of four {4)
million U.S. Dollars as Production Bonus when the total
average daily production from the Area first reaches the rate
of fifty thousand (50,000} barrels per day for a period thirty
(30) consecutive producing days. Sach payment will be
made within seven {7) days after CONTRACTOR has been
notified by Operating Company of such production levels.

CONTRACTOR shall also pay to EGPC the additional
sum of six (6) million U.S. Dollars as a Production Bonus
when the total average daily production from the Area first
reaches the rate of one hundred thousand {100,000) barrels

per day for a period of thirty (30) consecutive producing days.
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Payment will he made within seven (7) days after
CONTARCTOR has becn notified by Operating Company
of such production levels.

(d) CONTRAGTOR shall also pay to EGPC the additional sum
of eight (8) million U,S. Dollars as a Preduction Bonus w hex.
the total average dally production from the Area first reaches
the rate of one hundred and fifty thousand (150,000) barrels
per day for a period of thirty (30) 'consccutive producing
days. Payment will be made within  seven (7} days after
CONTRACTOR has been notified by Operating Company
of such production levels,

(¢) Al the above mentioned Bonuses shall in ‘mo event be
recovered nor amortized by CONTRACTOR.

(;) In the event that EGPC elects to develop any part of the Arca
pursuant to the sole risk provisions of Article III {c)
hereinabove, production from such sole risk Area shall be
considered for the purposcs of this Article IX only if
CONTRACTOR exercises its option to share in such prod-.
uction, and only from the initial date of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in A.R.E. at which
notices shall be validly served.
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The General Manager and Deputy Gencral Manager shall ,
be entrusted by CONTRACTOR with sufficient power to carry-
out immediately all local written directions given to him by the
GOVERNMENT or its rcpresentatives under the terms of thig
Agreement.  All lawful regulations issued or hereafter to be is-
sued which are applicable hercunder and not in conflict with this
Agreement shall apply to the duties and activities of the Gen-
eral Manager and Deputy General Manager.

All matters and notices shall be deemed to be validly served
which are left at the affice of the Gencral Manager or which are

sent to him by registered mail to CONTRACTOR's office n
A.R.E,

All matters and notices shall be decmed to be validly served
which are 1eft at the office of the Chairman of EGPC or which are
sent 10 him by registered mail at EGPC’s main office in Cairo.

ARTICLE XIi

SAVING OF PETROLEUM AND PREVENTION OF LOSS

{a) Operating Company shal! take all proper measures, accord-
ing to generally aceepted methods in use in the oil industry to
prevent loss or waste of petroleuym above or under the ground
in any form during drilling, producing, gathering, and distri-
buting or storage operationt, The GOVERNMENT has
the right to prevent any operation on any well that it might
reasonably expect wouki resoit in joss or damage to the well
or the oil field. '

(8 Upon completion of the drilling of & productive well, Opera-
ting Company shall inform the GOVERNMENT or its
representative of the time when the well will be tested and
the production rate ascertained.

(¢) Except in instances shere multiple producing formations in
the same well can only be produced economically through
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single tubing string Petroleum shall not be produced from
muiliple 0il carrying zones through one string of tubing
at the same time, except with the prior approval of the
GOVERNMENT or i3 representative,

(d} Operating Company shall record data regarding the quanti-
ties of Petrolenm and water produced monthly from  each
development lease, Such dats shall be sent to the
GOVERNMENT or itz representative on the special forms
provided for that purpose within thirty {30) days after it is
obtained, Ddaily or weekly statistics regarding the
production from the Area shall b2 available at all reasonahle

times for examination by authorized representatives of the
GOVERNMENT,

{1 Daily drilling records and the graphic logy of wells must show
the guantity and type of cement and the amount of any other
materizle used in the well for the purpose of protecting
Petroleum, gas bearing or fresh water strata.

Any substantial change of mechanical couditions of the well
after iz completion shall be subject te the approval of the
represcatative of the GOVERNMENT.

ARTICLE XI1

CUSTOMS EXEMPTIONS

2} LGPG, QONTRACTOR {AMOCO) and Operating
Comp iy shall be parmitted to import and shall be exempied
from customs taxes and duties and from auy other taxes and
from the importation rules with respect to the importation of
machinery, equipment, appliances, materials, items, means
of wansport and transportation {the exemption from taxes
and duties shall not epply to passengers cars), slectric
appliances, air conditioners for offices and od) fields, electromic
appliances, computer hardware and software, as well as spare
parts requived for any of these items, all subject to a duly
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approved certificate by an EGPC responsible representative
nominated by EGPC for such ourpose, that the imported

itemns are required for carrying on the activities related to
this Agreement.

{§)) Machinery, equipment, appliances and means of transport
and tramsportation imported by contractors and sub contra-
ctors temporarily engaged in an activity related to the
opzrations subject of this Agreement shall be cleared under
the “Temporary Release System” (without payment of
any taxes or customs duatics), upon presentation of a duly
approved certificate by an EGPC responsible representative
nominated by EGPC for such purpose that the imported
items are rcquired for one of the activities aforementioned.

[tems (excluding motor-vehicles) set out in paragraph
(a} of this Article imported by contractors and sub-contractors
for the aforesaid activities, for the purpose of being installed
or used permancntly or consumed shall be subject to the
exemption set forth in paragraph (a) of this Article after being
duly certifisd by an EGPC responsible representative to  be
used for carrying on the activities related to this Agrecment.

(c) The employees of Gontractor Opsrating Company and their
contractors and sub-contractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes
and charges except within the limits of the provisions of the
laws and regulations applicable in the A.R.E.

{(d) Items imported into A.R.E. whether exempt or not exempt
from customs duties and other ancillary taxes and charges
hereunder, may be cxported by the importing party at any
time after obtaining EGPC’s approval, without any export
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(¢)

taxcs or charges or any taxes or charges from which such
items have been already exempt, being applicable. Such items
may be sold within the A.R.E., aftcr obtaining the approval of

EGPC and the Customs Department, In this case the purch-
aser shall pay all applicable customs duties and other ancil-

lary taxes and charges, according to the condition and value
of such items and the customs tariff applicable on the sale.
unless such items (excluding passengers cars) have already
been sold to an affiliated company of EGPC having the sa o
exemption or unless (title to) such items have reverted t

EGPC or the Customs Department.

In the event of any such sale undcr this paragraph (d}
the proceeds from such sales shall be divided in the following

manner .

Contractor shall be entitled to reimbursement of its
unrecovered cost, if any, in such items and the excess, it

any, shall be paid to EGPC,

The exemption provided for in (a) or this Articie shall not
apply to any imported items when, in the opinion of EGPC,
items of the same, or substantially the same kind and quality
are manufactured locally and arc available for timely puyr-
chase and delivery in the A.R.E. at a price not higher than
ten percent (10%) more than the cost of the imported item
before customs duties, but after transportation and insurance
costs have been added.

(/] Contractor, EGPC and their respective buyers shall be enti-

tled to export the petroleum referred to in this Agreement ;
no liccnse being required, and shall be exempted from any
duties, or taxes, or any other imposts in respect of the cxport
of petroleum hercunder.
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ARTICLE XIII

- BOOXS OF ACCOUNT : ACCOUNTING
AND PAYMENTS

{a) EGPC, CONTRACTOR and Operating Company shall

(8)

cach maintain at their business offices in the A.R.E. books
of account, in accordance with the Accounting Procedure in
Annex “D"” and accepted accounting practices generally
used in the petroleum industry, and such other books and
records as may be nccessary to show the work performed
under this Agreement, including the amount and value of all
Petroleum produced and saved hereunder, CONTRACTOR
and Operating Company shall keep their books of account
and accounting records in United States Dollars. Operating
Company shall furnish to the GOVERNMENT or its
representative monthly returns showing the amount of
Petroleum produced and saved hcreunder. Such returns
shall be oprepared in the form required by the
GOVERNMENT, or its representative and zhall be signed
by the General Manager or by the Deputy General Manager
or a duly designated deputy, and delivered to the GOVERN-
MENT or its representative within thirty (30} days fter
the end of the month covercd in the rcturn.

The aforesaid books of account and other books and records
referred to above shall be available at all reasonable times

for inspection by duly authorized representatives of the
GOVERNMENT.

CONTRACTOR shall submit to EGPC a Profit and Loss
Statement of its tax year not later than four (4) months after
the commencement of the following tax year to show its net

profit or loss from the petroleum operations under this
Agreement for such year,
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CONTRACTOR shall at the same tme submit a year~
end Balance Sheet for the same tax year to EGPC, The
Bolance Sheet and financial statementys shall be certified by
an Egyptian certified acoounting firm.

ARTICLE XiIV
RECORDS, REPORTS AND INSPECTION

CONTRACTOR andfor Operating {Jompany shall prepare
angl, ut all times while this Agreement iz in force, maintain
accurate and current records of s operations in the Area
hercunder. CONTRAUTOR =ndfor Operating Company
shall furnish the GOVERNMENT or itt representative, in
conformity with applicable regulations or as the GOVERN-
MENT or its representative may reasomably require
mformation and data concerning its opcrations under thas
Agreement.  Operating Uompany will perform the functions
indicated n this Article XTIV in accordance with it role ar
specified in Article VI,

CONTRACTOR and/or Operating Company shall save ane
kcep for a reasonable period of time a representative portion
of each sample of coves and cutiings taken from drlling wells,
to be disposed of, or forwarded to the GOVERNMENT or
its representative in the manner directed by the GOVERN-
MENT. All sumples acquired by COONTRACTQR and/
or Qpecrating Company for its own purposes shall
be considered available for inspection At any reasonable ime
by the GOVERNMENT or its representatives.

Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.R.E., samples equivalent in size
and guality shall, hafore such exportation, be delivered to
EGPC as representative of the GOVERNMENT,
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(d) Originals of records cun only be exported with the permission

(e)

of EGPCI; provided, however, that magnetic tapes and any
other data which must be processed or analyzed outside the
A.R.E. may be exported if a monitor or a comparable record,
if availabls, is maintained in A R.E. and provided that such
cxports shall be repatriated to ARE. immediately upon
EGPC reguest on the understanding  that they belong to
EGERC.

During the periecd CONTRACTOR is conducting the
¢xploration operations CONTRACTOR shall permit EGPO
through EGP(’s duly authorized representatives or emplo-
yeex to have full and complete access to the Aren at all
reasonable times with the right to observe the operations
being conducted and to inspect sl assets, recorte and data
kept by CONTRACTOR. BGPCs  representative, in
exercizing its rights under the preceding semtence of
thus paragraph (e}, shall not interfere with CONTRACTOR™s
operations. CONTRACTOR shall provide EGPC with
copies of any and all data {inciuding, but not limited to,
geological and geophysical reporte, logs and well surveys)
information and interpretation of suck dats, and other
information In CONTRACTOR": possession,

For the purpose of obtaining new offers, the GOVERN-

MENT andfor BEGPC may show any other party uninterpreted
basic geophysical and geological data (such data to be not less
than ont {1} vear old unless CONTRAQTOR agrees to a shorter
period, which agreement shall not be uoreasonably withheld}
with respect to that part of the Area which is adjacent 1o the area
of such new offer.
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ARTICLE XV

RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible in
Jaw toward third parties for any damage camsed by GONTRAC-
TOR's exploration opcerations and shall indemnify the
GOVERNMENT andfor EGPC against all damages for which
they may be held hable on acmunt of any such operations.

ARTICLE XVI

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT
shall haw: access to the Area covered by this Agreement and to
the opcrations conducted thcreon. Such representatives may
examine the books, registers and records of EGPC, CONTRA-
CTOR and Operating Company and make a reasonable number
of surveys, drawings and tests for the purpose of enforcing this
Agrcement. They shall, for this purpuse, be entitled to make
reasonable use of the machinery and instruments of CONTRA-
CTOR or Operating Company on the condition that no danger
or impediment to the operations herennder shall arise directly or
indirectly from such wsc. The GOVERNMENT shall indemnify
and reimburse CONTRACTOR or Operating Company for any
loss or damage which may in fact result from any such usc of any
machinery and instruments. Such represcntatives shall be given
reasonable assistance by the agents and employees  of
CONTRACTOR. or Opcrating Company so that nonc of the
activitics shall endanger or hinder the safety or efficiency of the
operations. CONTRACTOR or Operating Company shall
offer such representatives all privileges and facilities accorded to
its own employees in the field and shall provide thcm, free of
charge, the use of reasonable office space and of adequately
furnished howsing while they are in the field for the purpose of
facilitating the objectives of this Article, Any and all information
obtained by the GOVERNMENT or its representatives under
this Article XVI shall be kept confidential with respecttothe Area,
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ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINMING OF
ARAR REPUBLIC OF EGYPT PERSONNEL

s the desre of EGPD and CONTRACTOR that
pperations hereunder be conducted in a businesslike and
efficient manner.

1. The oxpatriate administrative, prolessional and
technical  personnel rmé:luycd by CONTRACTOR or
Operating Uonipany and the personned of its contractons for
the conduct of the operations hercunder, shall be granted a
restdoncr as provided for in Law No. 89 of 1960 ax amended
and Mimisterial QOrder Mo, 2BD of 1981 as amended, and
UONTRACTOR agrees that all immigration, passport, visa
and ¢mployment regulations of the A R.E,, shall be applica-
ble to all alien omplovess of CONTRACTOR working in

the A R.E,

2. A minimum of twenty-five {25} percent of the
combined sajaries and wages of the expatriate administrative,
professional and technical prrsonnel cmployed by CONTRA-
CTOR or Operating Oompany shall be pald monthly In
Egyptian Churrency. On firal repatriation such personmef
shall have the right to romit abroad in ULS. Dollars or other
currencies the unused portion of Egyptian Currency in excess
of twenty five (23] percent of such personnel’s salary,

CONTRACTOR and Oporating Company shall each selest
its employces and determine the number thereof, to be used

for aperations hereunder,

CONTRACTOR shali, after consultation with EGPG,
prepare and carry out specialized training programs oy all
ity AR.E. cmployees engaged in operations hereunder with
respeet 1o applicable aspects of the potrolenm  industry,
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d)

(a)

(8)

CONTRACTOR and Operating Company undertake to
repiact ZTa their pon-execotive expalriate stafls by
qualified nationals as they are available.

During the pericd when CORTRACTOR is conducting
Exploratios, CONTRACTOR shail give mutually agreed
numbers of EGPC employees an opportunity to attend and
participate in CONTRACTOR’'s and CONTRACTOR’s
affiliate training programs relating to exploration and
developrnent operstions. In the ¢vent that the total cost
of such programs is less than fifty thousand (50,000} United
States dollars in any Financial Year during such period,
CONTRACTOR shall pay EGP( the amount of the shortial)
within thirty [X) days following the end of such Finanaal

Year.

ARTICLE XVili

LAWS AND REGULATIONS

CONTRACTOR. and Operating Company shall be subject
to Law No. 66 of 1953 {excluding Axticle 37 thereof) as amen-
ded by Law No. 86 of 1956 and the rcgulations issucd for the
implementation thereof, including the reguiations for the
safe and cfficient performance of operationt carried out for
the execution of this Agrecment and for the conservanon of
the pefrolenm resourers of the A RE. provided that no
regulations, modification or interpretation thercof shall
be contrary to or inconsistent with the provisions of this
Agreement.

EGPC, CONTRACTOR and Owperating Company  shali
be exempted from all taxes and duties, including but not
hmited to taxes on the extracting, produciog, exporting or
ram?orﬁng of Petrolenm herennder exccpt a3 provided in
Article 111 paragraoh {f} for income taxes. CONTRACTOR
shall also be excmpted from any tax on capital,
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The rights and obligations of EGPC and CONTRACTOR
under, snd for the effective term of this Agreement, shall he
governed by and In accordance with the provisions of
thiz Agreement and can only be altered or amended by
the mutnal agreement of the sald contracting parties.

The contractors and sub-contractors of CONTRACTOR
and Operating Company shall be subject to the provisions
of thiy Agrecment which  affect them. Insolar  as
all regulations whick are duly issucd by the GOVERNMENT
apply fom time to time and arc not in  accord
with the previsions of this Agrecment, such regulations shall
not apply to the CONTRACTOR and sub-contractory

EGPC, GONTRACTOR, Operating Company and their
sub-contractors shall for the purposes of this Agreement be
exempted from  all professional stamp duties imposed
by syndical laws with respect {0 their  documents
and activities hersunder.

ARTICLE XiX
RIGHY OF REQUISITION

In case of natiomal emerpency due to war or imminent
expectation of war or internal causes, the GOVERNMENT
may requisition all or part of the production from the Area
obtained hereunder and require CGperating Company (o
increase such production to the utmost possible tmaximum.
The GOVERNMENT may abo requisidon the oil  field
itself and, if necessary related facilities,

In any sach case, such requisition shall not he offected
except after inpviting EGPC and CONTRACIOR
or their representative by registered letter, with acknowledge-
ment of receipt, to express their views with respect to such

requisition.
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(d)

(8]

The requisition of produttion siail be effected by Minigteiial
Order.  Any nisition  of il field itself, or any
velated Gxcifities shall be efected by a Presidential Decree
duly notified to BGPC and CONTRACTOR.

In the cvent of any requisition as provided above, the
GOVERNMENT shall indempify in fuil EGPC and
CONTRAUTOR for the period during which  the
requisition 1% maintined, including

1. Al damages which result from such requisition ;

2. Full repayment ¢ach month for all Petrolcun
extracted by the GOVERNMENT lest the royaity share of
such production ;) and

3. Oher obligations of CONTRACTOR and EGPC
[ereunder.

However, any damage resulting from: enemy attack is
not within the meaning of this sulwparagraph d). Puymemt
hereunder shall be made to CONTRACTOR in 1.5, Dollars
remittable abroat., The price paid to CONTRACTOR
for Petroleum taken shall be caicuiated in accordsmes with

Article VI paragraph (c).

ARTICLE XX

ASBIGNMENT

Neither EGPC nor CONTRACTOR may assign 10 & person,
firm or corperstion not party bereto, in whade or in part, any
of its tights, privileges, dutiesor obligations under thiz Agree.
ment without the writlen consent of the GOVERNMENT,

To epable copsideration to be given an\?:u.r:quﬁt for such
vonsent, the fellowing conditions must be fulfilled :
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1. The obligations of the assignor deriving from this
Agreement rpust have been duly fulblled a3 of the date such
request 15 made.

2. The instrument of assignment must include provis-
fons stating preeisely thai the assignec is bound by all
covenants contained in this Agreement and any modificadons
or additions in writing that up to such time may have been
made. A draft of such instrument of amignment shall be
submitted rto EGPC for review and approval before being
formally executed.

(¢} Any assignment made pursuant to the provisions of this
Article shall be free of any transfer or related taxes, charges
or fers.

(d) As long as the assignor shall hold any interest under this
Agresment the assignor together with the assignee shall be
jointly and severally lable for all duties and obligations of
CONTRACTOR under this Agreement.

ARTICLE XXi
BREACH OF AGREEMENT AND POWER TO CANCEL

(a) The GOVERNMENT shall have the right to cancci this
Agreement by Order or Presidential Decree, with respect to
CONTRACTOR, in the following instances :

1. If it knowingly has submitted any false statemenis
to -the GOVERNMENT which were of a material
consideration for the exccution of this Apgreement ;

]

2. I it astigns any interest herevnder contrary to the
provisions of Article XX heteof

3. Kitis adjudicated bankrupt by a court of competent
jurisdiction
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4. [“tdntanﬂtw‘ywhhanyﬁnalduﬁﬂ'mmhﬁd
aathtr:mhn[mﬁm&ngsmnmmdundﬂﬁrﬁck
XX pamgraph (2) hereunder ;

S, If it intertionally extracts any mincral other than
Petrolenm not authorized by this Agreement or without the
authority of the GOVERNMENT, except such CRrACHONs
as mhmﬁ:hhha:th:remhdop:uﬁnmmﬂnmd
hereunder in accordance with accepted petroleum industry
practice and which shall be notified o the GOVERNMENT

or its representative as soon as possible ; and

6. If it commits any material breach of this Agreement
or of the pmvﬁmnfhwﬂo.ﬁﬁuﬂﬂﬂ,umnd:dhy
Law No. $6 of 1956, which are not contradicted by the provi-
sions of this Agreement Such cancellation shall take place
withont prejudice to any rights whick may have accrued to
the GOVERNMENT agaimst CONTRACTOR in accord-
ance with the provisions of this Agreement, and, in the
cvent of such camcellation, CONTRACTOR shall have
the right o remove from the Aren all its personal property.

If thr GOVERNMENT deems that one of the aforesaid
causes {other than a force majeure cause referred to in Articel
XXIT hereof) exists to cancel this Agrecmoent, the
GOVERNMENT shall give QONTRACTOR ninety (99
days written notice personaly scrved on CONTRACTUR's
General Manager in the legally official manner and recegpt
of which is acknowlcdged by him or by his legal agents, to
remedy and remove sach cawre ; but if for any reason sach
service is impossible due to unnotified change of address,
publication in the Official Journal of the GOVERNMENT
Al such motice shall be considered as validly served upon
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—

CONTRACTOR. If at the end of the said ninety (90) days
notice period such cause has not been remedied and removed,
this Agreement may be cancelled forthwith by Order or
Presidential Decree as aforesaid ; provided however, that if
such cause, or the failure to remedy or remove such cause,
results from any act or omission of onc party, canccllation of
this Agrecment shall be cHective only against that party and
not as against the other party hereto,

ARTICLE XXII
FORCE MAJEURE

The non-performance or delay in performance by EGPC and
CONTRACTOR, or cither of them of any obligation under
this Agreement shall be excused if, and to the cxtent that,
such non-performance or delay is caused by force majoure.
The period of any such non-performance or delay, tog:.ther
with such period as may be necessary for the restoration of
eny damage done during such delay, shall be added to (he
time given in this Agreement for the performance of such
obligation and for the performance of any obligation de: en-
dent thercon and consequently, to the term of this Agreement,
but onlv with respect to the block or blocks affected.,

“Force Majeure” within the meaning of this Article XXIL,

shall be any order, regulation or direction of the GOVERXN-

MENT of the ARAB REPUBLIC OQF EGYPYT, or the
GOVERNMENT of the UNTYED STATES OF AMERICA,
with respect 1o CONTRACTOR whether prontulgated in the
form of a law or otherwise or any act of God, insurrection,
rot, war, strik¢, and other labor disturbance, fires, floods or
anv canse not due to the fault or neghigence of EGPC or
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CONTRACTOR er either of them, whether or not similar

to the foregoing, provided that any such cause is beyond the
rcasonable control of BGPC and CONTRACTOR, or either
of them.

Without prejudice 10 the above and except as mav be
otherwise provided herein, the GOVERNMENT shall incur
no responsibility whatsoever to EGPC and CONTRACTOR,
or cither of them for any damages, restrictons or loss arising
in consequence of such case of force majenre except a force
majcure canwd by the order, regulations or direction of the
GOVERNMENT of the ARAB REPUBLIC OF EGYPT.

If the forre mzjeure evenmt occurs during the initial
cxploration pericd or any extension thercof and continues in
ciiect for a period of six {6) months CONTRACTOR shall
have the option upon nincty (90) days prior written notice
to EGPC to temrinate its obligations hercunder without
turther Nability of anv kind.

ARTICLE XXIII

DISPUTES AND ARBITRATION

Any dispute, controversy or elaim arnsing out of or relating
t0 this Agreement or the breach, tevmination or invalidity
thereof, between the Government and the partics shall be
referred to the jurisdiction of the appropriate A R.E. Courts
and shall be finally setled by such Courts.

Any dispute, controversy or claim arising out of or relating to
this Agreement, or breach, termination or invalidity thereof
between CONTRACTOR and EGPC shall be setted by
arbitration in accordance with the Arbitration Rules of the
Regional Genter for Comunercial Arbitration - Cairo (the
Centre) in effect on the date of this Agreement, The award
of the arbitrators shall be final and binding on the parties,
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(e)

The number of arbitrators shall be three.

(d) Each party shall appoint one arbitrator. If, within®thimy

(¢)

days after reccipt of the claimant’s notification of the app int-
ment of an arbitrator the respondent has not notified the
claimant in writing of the name of the arbitrator he appoints,
the claimant may request the Centre to appoint the second
arbitrator,

The two arbitrators thus appointed shall choose the third
arbitrator who will act as the presiding arbitrator of the
tribunal. If within thirty days after the appointment of the
sccond arbitrator, the two arbitrators have not agreed upon
the choice of the presiding arbitrator, then either  party may
request the Secretary General of the Permanent Court of
Arbitration at the Hague to designate the appointing autho-
rity. Such appointing authority shall appoint the presiding
arbitrator in the same way as a sole arbitrator would be
appointed under Article 6.3 of the UNCITRAL Arbitration
Rules. Such presiding arbitrator shall be a person of 2
nationality other than AR.E. or U.S.A. and of a countrv
which has diplomatic relations with both A.R.E. and U.S.A,
and who shall have no economic interest in the oil business
of the signatories hereto.

(7} Unless otherwise agreed by the parties to the arbitration, the

{g)

arbitration including the making of the award, shall take
place in Cairo, A.R.E.

The Egyptian Law shall apply to the dispu te except that in
the event of any conflict between the Egyptian Laws and
this Agreement (including the arbitration provision), the
provisions of this Agrcement shall govern.
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(/) If for whatever yeason arbitration inTaccordance with the

(6)

(c)

ahove procedure would likely fail, then the parties agree that
all disputes, controversies or claims arising out of or relating
to the Agreemient or the breach, termination or invalidity
thereof shall be settled by arbitration in accordance with
the UNCITRAL Rules.

ARTICLE XXIV
STATUS OF PARTIES
The rights, duties, obligations and labilitics in respect of
EGPC and CONTRACTOR hereunder shall be several and
not joint or collective, it being understood that this Agreement
shall not be construed as constituting an association or
corporation or partnership.

CONTRACTOR shall be subject to the laws of the place
where it is incorporated regarding its legal status or creation,
organization, charter and by-laws, sharcholding, and
ownership. CONTRACTOR’s shares of capital which are
entirely held abroad shall not be negotiable in the A.R.E.
and shall not be offered for public subscription nor shall they
be subject to the stamp tax on capital shares nor any tax or
duty in the AR.E. CONTRACTOR shall be exempted
from the application of Law No. 159 of 1981 as amended.

All parties comprising CONTRACTOR shall be jointly and

severally liable for the performance of the obligations ynder
this Agreement. |
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONTRACTOR or Qperating Company, as the case may
be, and their contractors shall :

(¢) Give priority to local contractors as long as their prices and

performance are comparable with international prices and
performance.

(3) Give preference to locally manufactured material, equipment
machinery and consumablez o long as their quality and time
of delivery are comparable to intermationally available mate-
rials, equipment, machinery and consumables. However,
such material, equipment, machinery and consumables may
be imported for operations conducted hereunder if the local
price of such items at CONTRACTOR’s or Opcrating
Company’s operating base in A.R.E. is more than ten (10)
percent higher than the price of such imported items before

customs duties, but after transportation and insurance costs
have becn added,

ARTICLE XXVI

ARABIC TEXT

The Arabic version of this Agrecment shall, beforc the courts
of AR.E. be referred wo in constrning or interpreting this
Agreement ; provided however, that in any arbitration pursuant
to Article XXIII hereabove between EGPC and CONTRACTOR
the English and Arabic versions shall both be referred to as
having equal force in construing or interpreting the Agreement.
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ARTICLE XXVII
GS

(a) If Gas is produced or is capable of being produced from the

{8)

Area, EGPC and GONTRACTOR :hall in good faith study
all possble economic akrernatives for itz use and rouatually
agrce on the Best alternawee. The cost and cxpenscs in the
ficld of producwy nom-smociated gas shall be recovered in
aconrdance with the Cost Recovery Principles of Articke VIL

Production Sharing Principles of Article V11 shall apply w
the vahae of amociatod and noo-associaied gas if sold for export
and not used in operations, flared or re-injected. However,
any Gas not exported outside A.R.E., in a liquid or solid
state, or not used in operations (including re-injection), of
not used intermally in the AR.E. with EGPC's agroement
pursuant to Paragraph {a) above shall be the properiy of
the State and may be utiiaed by EGPC and EGPC shall not
be liable for payment to OONTRACTOR of any costs _or
cxpenses respecting any past operations of CONTRACTOR
related to such Gas. Under no drcumstances will
CONTRACTOR be responsible for or bear any cost or
cxpenses incurred for wiiltzation of Gas used internally by
LEGPC alone in the A R.E.

Notwithstanding Article T (d). in the event of a Com-
mercial Discowery in respect of Gas {in circumstances whore
CONTRACTOR is cntitled to Gas pursuant to  Article
XXVIY), EGPC may extend the four (4) year period b, one
(1) additional year for the establishment of Commercial
Production from a Development Block containing such Gas
if necessary to allow for the development of a project for the
supply and sale of such Gas to 2 market ncluding
the finalization of a comtract for the sale of such Ga:, the
development of the Gas  Reserves and comstruction of

produclien and tranepertasion faciitics.




’;Mw..-uJi\u{t)J,i TV”“‘ TP YO L R R

b p—— - — P e i —

{ O3 mally ALGH S
DA R

GV sda azie { Sk ) paadt g Do A B e (V)
L‘} ,ﬁ &Wiﬁ o Ll E_‘..i‘}}j ng‘f L*a;*:i.:ﬂ Lt ETLrNY vl o
b St 050 g a0 WU ST LY eda o
L,lf-wtﬁ A s Aty Landt Siblew rj‘il Ly
RPN LT PP tidys 4......-1; {-i‘,.l\fé it lad e _,AI
_ﬂﬁ«l‘@f iy;ﬁu&jﬂétﬁ;rijwifﬁﬂ“
gy by e QY 1Y e g A AR GRS
A T WS I PRS- [ &0 PR WU QDR e S

% ‘;:Lh.ll fi_,ﬂ"ﬂ EWity P T

B Dgbhm ol (il gl gy ey Ll Slis il £ 5575

i) ol e ol e o100 I o ST 4 Sl g

a8 gt ot st AT At e ot el e
2l AN Yt oA R G e B

ode QLD o Lt Shoatll Silelist Sl Sl s
05 Gt sGle Sl Ll sy TGN wa o () 30
L e Sllelt LSRN A 20 _,s‘_,;?‘_;ﬁmu bt
o alal! ‘fib 21 Sl AN B ol Wi sl ada ;l SN
WSt 0555 Ja o St pe Slladl hﬂdi § a8l
s b Bl

s 2 1 AR VLot 4 OY s b LI 2da 3 ) ()
uuwwwa}f‘jawjimﬁk B Tga pt M
&f#&ﬁlﬁjiﬁﬁfcﬂwwwjmuk




V10 tavic e N d () o5 WY 3l s Jl B

(a)

{B)

ARTICLE XXVIII
SHARING OF PERSONNEL

The Gulf of Suez Petroleum Company (“GUPCQO”) is
hereby authorized-subject to agreement of EGPC and Amoco,
and for so long as they agree- to act as sub-Contractor of
Amoco and/or the Operating Company under this Agreement
or any other Concession Agreement to which AMOCQO is a
party, to carry out the exploration andfor development and
Jor exploitation operations required by and in accordance
with the provisions of the relevant Concession Agreement.
Any such Exploration operations performed by GUPCO
and expenditures required therefor shall count towards
fulfillment of the Contractors work and cxpenditure
obligations wunder the relevant Concession Agreement,
Overhead and other charges and payrell of personnel engaged
in activity for more than onc Concession Agreement shall be
allocated on the basis of pericdic time studies or upon such

other basis or bases as EGPC and the concerned party or
parties may agree.

GUPCO shall be entitled to the exemptions referred to
in Article XVIII (b) bereof in respect of its opcrations on
behalf of AMOCO or the Opcrating Cempany under this
Concession Agreement or as the Operating Company or on
behalf of the Contractor or the Operating Company under
any Petroleum Concession to which AMOCO is a party.

Nothing in this Agrecment shall be construed as constituting
any relationship to any Petroleum Concession Agrecment
heretofore entered into by the parties and each of these Agree-
ments shall be treated separately and independently in all
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respects, including but not limited to royalties, taxcs and
the computation of the nct profits of EGPC and AM{J_GU
respectively, except where this Agreement expressly provides
to the contrary.

(¢) EGPC and CONTRACTOR shall use their best cfforts to
the effect that the officers, directors, other personnel and

offices of the Operating Company shall be, as far as reasonably
possible, the same as those of GUPCO.

ARTICLE}XXIX.
GENERAL

The headings or titls to cach of the Articles 10
this Agreement are solely for the convenience of the parties heretc
and shall not be msed with respect to th~ interpretation ol
construction of said Articles,

ARTICLE XXX
APPROVAL OF THE A.RE. GOVERNMENT

This Agrcement shall not be binding upon any of the partie
hereto unless and until a law is isseed by the competent authori-
ties of the A.R.E. authorizing the Minister of Petroleum and
Mineral Resources to sign said Agreement and giving this
Agreement full force and cffect of law notwithstanding any

countervailing governmental cnactment, and the Agrecmeat
is signed by the GOVERNMENT, EGPC, and CONTRACYOR.

ARAB REPUBLIC OF EGYPT

BY :
EGYPTIAN GENERAL PETROLEUM CORPORATION

BY -
AMOOCG EGYPT OIL COMPANY
BY :
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ANNEX “A»

CONCESSION AGREEMENT
BETWEEN

A.RE: angd E.G.P..
AND

AMOCO EGYPT OIL COMPANY
N
DARAG OFFSHORE AREA
GULF OF SUEZ
DESCRIPTION OF THE AREA

Annex “B” ir an iflustrative map at an approximate seale of
l : 250,000 showing the Area covered and affected by thic
Agreement,

The Arez nwavures approximately 833 sguare kilometrcs.
It iy composed of all or part of 35 Exploration Blocks defined on a
3" by 3 grid using Latitude 29°30° N and Longitude 32°30' L
as reference lines and shown in Annex “B”.

It is to be noted that the delineation lines of the individual
Exploration Blocks in Annex “B” are intended to be only illustra~
tive. and provisional and may not show accurately their t Fu
position in relatiop to existing monuments and geographical
features. The Area is bounded by 2 group of straight lines except
whire the boundary rans along the Eastern and Western shores
of the Gulf of Sucz in which case the boundary shall run aleng
the high tide water line on such shores.

(oordinates of the comer points of the Area are given in the
tollowing table which forms an integral part of Annex “A™ ;
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Darag Conceasien -
Polat | Laticede Nerth Leagitude Ent Dee
o,
' Intetsection of longitude| 32° 39 45'" [Sowth to Point 2 along
32° 39" 45" E with the high tide water line
f high tide water line of of the castorm ooast,
the casiora coxst, Gulf Gulf of Suez
. of Smez 1
2 | 29° PN 30" | Imtersection of Istitude | West to Point 3
29+ 27' 30" North
with high tide water
line of the easternmost
point of the easwern
coast, Gulf of Suez
3 | 27 30" 82 42 00" | Northwest to Point 4
4 ! 290 W' 007 | 32 40 00" | West to Poimt $
5 | 29° 30 00| n* ¥ 00" | North to Point 6
6 I 29° 33 por | a2° 3 00" | West to Point 7
7 | 29 3y ooy 32¢ 2T 00" | North to Point 8
g ' 200 3 00" 322 27 00" | Westio Poim9
o | 20 3 o00"| 322 25 47| Norihto Point 10
10 : 29° ki oo*’ | 32° 25" 47" | West to Point 11
11 29* ag’ 00| ar 23 00'" | North to Point 12
12 29 41’ Qo™ | 32¢ 23 00" § West to Point |3
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13

14
15
1
17
I8

29"

29
29°
29
90
29+
e
2qe
29°

292

41"

47"

45°
45"
45’
42"
42'
39"
40"

m‘l'l

457 1
32"
21"
00"
00"
80™ .'

m‘l
30"

29° 41" 00" with high
tide water line of the
west coast,Gull of suez
32° 26 IR"
J2¢ 26° 5"
32¢ 29° 20"
aae 29° {]T
32 36° 00™"

32 38 a0

33 39° o0
32 39 00"’

32 o 45" .

Intersection of latitude | Northeast along the

high tide water line-
west coast of Gulf of
Suez to Point 14
South to Poird 15
Southcast to Point 16
Southwest to Point i/
East to Point {8
South to Point 19
East to Point 2¢

| South to Point 2

Mortheast to Point 22
North 1o Point 1, the

beginning.
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ANNEX w»
CHARTER OF DPERATING COMPANY

ARTICLE 1}

A& o voeck company having the natonality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorizaton
of the GOVERNMENT in acoordance wih the provisians of thiy
Agrecment veferred to below and of this Charker.

The Cormpany shall be subject to all laws and regulations in
force in the ARE. to the extent that such Jaws and regulations
are not inconsistent with the provisions of this Charier

and Agreement referred to boiow,

ARTICLE O

The name of the Conpany shall be mutually agreed apon
between EGPC and CONTRACTOR on the daie of the Com.
mercial Discovery and shall be subject 1o the approval of the
Minister of Petroleum and Mineral Resourcer,

ARTICLE 1l

The Heoad Ofize of OQparating Unmpany shall be in the
AR.E. in Cairo, |

ARTICLE 1I¥

The object of Operating Company i3 1 et as the agency
through which EGPC and AMOCO EGYPT OL COMPANY
as CONTRACTOR cany out and conduct the Development
operations reguired in accordance with the provitons of the

Agreement signed on the 28tk duy of July, 1987 by and between
the ARAB REPUBLIC OF EGYFI, THE BGYPTIAN

GENERAL PETROLEUM CORPORATION and
CONTRACTGR covering  poirelenm operatinns in she Dame
Offshore Area described therein,
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Operating Company shall be the agercy to carry out and
conduct exploration operations after the datc of Commercial
[ Discovery purrnant to Work Programs and Budget: approved in

accordance with the Agrcement.

Operating Company shall keep acccont of all costs, exper ses

and expenditures for such apcrations nnder the terms of the
Agreement and Apnnex “D” thercto.

Operatng Company shall not engage in any business or
undertake any activity beyond the performance of said operations
unless otherwise agreed upon hy EGPC and CONTRACTOR,

ARTICLE V

The authorized capital of Operating Cormpany is twenty
thousand Pounds Egvptian divided into five thousand shares of
commen stock with a value of four Pounds Egvptian per share

havirg rcual votirg rights, ful'v paid ard non-a:sessabe,

EGPC and CONTRACTOR shall cach pay for, hold and
own, throughout 1he life of Operating Company referred to abeove,
one half (1/2) of the capital stock of Operatirg Company provided
that only in the event that either party should transfer or assign
the wholt or any perecentage of its ownership interest in the entirety
of the Agreement, may such transferyirg or assignir g party transfer
or assign any of the capital steck of Cperating Company ard, ir
that cvent, such transferning or assigting party (ard its succossors
and assigns} must transfer ard assign a stcck interest in Cpeiating
Company cqual to the (ransferred or assigned whole or pereentage
of its ownerchip interest in the ntircty of the said Agrcoment,



LWL :L-.,- 4.:]:_"!- l-j (E) JJ,Cl Tv 3a | — :..:....le'q i},:;:r;“ \ Y.

—— rrre

( drdldl S35 )
sl Yo Al U Las ¥y e oV CLLab 456N & a0 s Y
Ly i e 1 i Y3 BY Lo g o1 3 Gl 3 i Yy pllias
g e ol Cov C'I.H A C_,:-—-.-n W SV S Ve 43N aan oF
Sz oV Slana oV ol 1 3 Vs GSY it eyl dal
o2 Vo Slladl Ads a1 2N o T VL [ VS R SRS | o Ty
Lo de 0C ¢l A oty gl el 0T s L= LT N WO L P
WL Al S Yy o WY amia Sl S Tt e oY e
o O shan 6T ey ot e O SLLL
( dadudt dal) )
Lims o Dolilly ©d) o 155 (5w o Slliall LR &S
It da 11 e Sl L@ 5 LY sie S
Ad o adl o 1A QU O sl o U5 Wl L ol et i) PR
Oids e Jlilly Ll Sl ST T TP Sl e
o Slaw
{ AU 5L )
slacl () TS 0 0G0 3000 ks lleddic L5051 Sl 5,5
orlxe ofs o AW (1) Y SHllh e s poe (1) 4t A1 pr
ey fl-dl 2abls ¢ e oylsl udoes gie ALS ey gl s 3,00
o oA B s pde 4d gy Jslall
{ et ol
ol U sl Y ads 131 dovmas 3,101 soloa Slelzal 385
(o) et e Gis 131 W lans 54 Y el V1 o 3 Sy 1
Joo OV 4 Spm gie 6 OV (s e 2yt o 8T Gt ot
e B5 5 le ely we GLIL Bas lwy AT 1,



WY AW Laadg v d () 05 WY sl o ) i

— e

bl amalt

ARTICLE Vi
Operating Company shall not own any right, ide, intorest
or estate in or under the Agreemunt or any dovelopment lease

createdt thereur der or in eny of the Petroloum preduccd Hom any
Exploration Block or Development Leaze areca thepenrder or in

any ol the assets, equipment or other property obitah <& or nsed
in connection therewith, and shell not be obligated as & principal
for the Anancing or performance of any of the dutics or obligations
of either EGPC or CONTRACTOR under the Agreement,

Operating Company shail not make ary profir from any sowmce
whatsorver, "

ARTICLE VII

Opcrating Company shall be no more than an agent for EGPC
and CONTRACTOR. Whenever it i3 indicated hercin that

Qperating Company shall decide, take action or make a
proposai and the Rke, it & understood that such decision or

judgement is the result of the decision or judgement of EGPC,

CONTRACTOR, or EGPC and CONTRACTOR, as wmav be
required by the Agreement,

ARTICLE VI

Ogerating Company shall have a Bozrd of Dircetors
consisting of cight (8) members, four (4} of whem shall be designa-
wd by BGPC and the other four {4) by CONTRACTOR. The
Chatrman shall be designated by EGPC and shall also be 2
Managing Director. CONTRAQTOR  shall  designate  the
General Manager who shall 2ko be a Managing Director,

ARTICLE IX

Mectings of the Board of Directors shall be valid if a majority
of the Directors are present and any decison taken at such
meehings must bave the affirmative wvote of five {8) or more
of the Dircctors ; provided, however, that any Dircctor may be
“eprezented and vote by proxy held by another Director.,
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ARTICLE X

Goneral meetings of the Sharcholders shall be valid i a nmjo-
rity of the capital stock of Operating Company is represented
th:rcat Any decisions taken at such moeetings must have the
affirmative vote of Sharcholders owning or representing 2 majority

of the capital stock,

ARTICLE XI

The Board of Directors shall approve the reguintions
covering the terms and ennditions of employment of the personnel

of Operating Company ¢mpiloved direstly by Operating Company
and not assigned thereto by CONTRACTOR and EGPC,

The Board shall, in due course, draw up the Bwv-Laws
of Oparating Company and such By-Laws shall be effective vpon
heing approved by a General Mecting of the Sharcholders, in
accordance with the provisions of Article X hereof.

ARTICLE XII

Opzrating Company shall come into existence within thirt
{30} days after the date of Commercial Discovery as provided fo
in the Agrcement,

The duration of Operating Company shall be for a proiod
val f the duration of the said Agreement, including any 1enee

wal thereol

It ghall be wound un awd liquidated if the Agrooment
referred tu above is terminated for any reson as provided for

therein.
EGYPTIAN GENERAL ETROLEUM CORPORATION
BY
AMOCO EGYPT Ol COMPANY
BY
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ANNEX “D*
ACCOUNTING PROCEDURE

ARTICLE 1

GENERAL PROVISIONS
1. Definitions
The dcfinitions contained in Article 1 of the Concession
Agrcement shall apply to this Accounting Procedure and havr

the same meaning. C:rtain accounting terms herein used ar.
dcfined as follows :

{a) “Agreement” msans ths Comcession Agreement of which
this Annex is a part.

(6} “Non-Operator’” means the partics to the Agreement
othzr than CONTRACTOR when it is pzrforrming work

2. Statements of Activity

{¢) CONTRACTOR shall pursuant to Article IV of this
Agreement, and until thc coming into cxistence of the
Opcrating Company render to Non-Opcrator within
thirty (30) days of the end of cach Calendar Quarter
a Statement of Exploration Activity reflecting all charges
and credits rclated to the Exploration operations for
that Quarter summarized by appropriate classifications
indicative of the nature thercof,

(§) Opecrating Company shall render to LEGPC and
CONTRACTOR within fiftcen (15) days of the end of
cach Caolendar Quarter a Statement of Dovelopment
and ExpHration Activity reflecting all charges and
credits reated to the Devclopment and Exploration
operations for that Quarter summarized by appropriate



WAV L g Vb ) o5 XY e e NS IR Y o

.

o Noii 35 Y dalalt b &S dpalt 0 gl

Doolasd e Sbtaddt oo ¥

e oy by sk St Lt wi g5 o iS5 2 ()
e ol e Sl 7 1 4 L MR e e (¥} S
bl 1 Sl Lt ol Gy Lol Lk 2e1 G, g5l et () €A
Sl el f) T G D gy o RSV e (a) 54
ot D83 181 4 lpand L Gl Bl Sl Dt 50
il 3G G g ¢ e 3 A0 ain o ge v et Dbl
PR gL ) PP P BRC TR L L Y L -

v Solleatl

o T A Moy gl e el ALY Sladt 1@ W L)
e B Lagde Jolil o ALl Gus fed 30 VR W00 S
AT () W B slaml gl v 550 62t (¢) D
frnd a3 ol gD 8T Jol1 0V Ut - Y 0,5 5, 83
W o I stan lis e s ldadb &JE S8 Sl
Lt B g e o gt B WU 3, S5 B ), o
¢ DUV o (9) 38
! loalt Yo = ¢
Shadonll CHB N oy adh LR JaRl S el
;-hh:l'l &hy-’f‘ &tj\fj-l.l £ .:p-k::-} .:Jt -llf-“lr‘l-iE U'i \..".'.mrﬂj i:n::]l: LdWi
e O AN Sl SbY n..‘.'..i'lﬂ,'h'j.-i{ Gkl Dl S iﬁj')ﬁ
§all Azl Sor I SLEEN B Jaai 0 G et JU 0L s



VY iy VO () S5 P sad o G b

: R

classifications indicative of the nature thereof except
that items of conuollable material and unusual charges
and credits shall be detailed.

3. Adjustnents and Andits

{g} Bach Statement of Exploration Activity shall conchasively
he presumed to be true and correct afer three {3}
waonths following the receipt of each Statement by EGPC
unless within the said three (3) months EGPC takes
written exéeption therete pursuant to Article IV (f) of
the Agreement. During said three (3) months period,
supporting documents will be available for inspection
by EGPC during all working hours. CONTRACTOR
will have the same andit rights on Operating Company
Statements a8 EGPC under this sub-paragraph.

(5 All Statements of Activity for Development for any
Calendar Quarter shall conclusively be presumed to be
true and correct throe {3} months ollowing the receipt
of such statement unless within the said three {3) months
pericd EGPO or CONTRACTOR takes wrilten exceps
tion thereto, Pending coxpiration of said three (3)
months EGPC or CONTRACTOR or both of them
shall have the nght to agdit Operating Company
accounts, records and supporting decumonds for such
quarier in the same manner as provided in Article IV
(f) of the Agrccment,

4. Currency Bxchange

CONTRACTOR's books for Explorstion and Opaeting
Company’s books for Development and Exploration, if any, shall
be kept in the A R.E, in U.S, Dollars. All U.S. Dollar expendi-
tures shall be charged in the amount expended. All Egyptian
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Pounds cxpenditures shall be translated to U.S. Deliars at the offi.
cial buying rate of exchange issued by the Cenbal Bank of Egypt
on the first day of thy mounth in whick expanditurcs are recorded,
and all other non-U.8. Dollar exponditures shall be translated to
[1.S. Dollars at the buying rate of exchange for such currency as
guoted by Natonal Westminster Bank Limited, London at 10.30
a.m. G.M.T,, on the first day of the month in which expenditures
are recorded. A record shall be kept of the exchange rates used

in translating Egyptian Pounds or other non-U.8, Dollars expen
ditures te (.8, Dollars,

5. Precedence of Docmments

in the cvent of any inconsistency or counflict betwecn the
provisions of this Accounting Procedure and the provisions of the
Agreement treating the same subject differently, then the provie
sions of the Agreement shall prevail.

6. Revision of Accounting Procedure

By mutual agreement between EGPC and CONTRACTOR,
this Accounting Procedurc may be revised from time to time in the
light of future arrangements.

7. No Charge for Interest on Investment

Interost on investment or any bank fees or charges shall not,
at any time be charged as recoverable cost under the Agreement.

ARTICLE 11

COSTS, EXPENSES AND EXPENDITURES

Subject to the provisions of the Agreement, CONTRACTOR
shall alone bear and, dircctly or through Oparating Company,
pay the following costs and cxpenses, which costs and cxpenses
shall be classified and allocated to the activities according to sound
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and generally accepted accounting principles and treated #nd
recovered in accordance with Article VII of this Agreement :

1. Surface Rights

All direct cost attributable to the acquisition, renewal or
relinquishment fof surface rights acquired and maintained in
force for the Area,

2. Labour and Related Costa

(A} Salaries and Wages of CONTRACTOR’s or Operating
Company’s employees, as the case may be, directly enga-
ged in the various activitics under the Agreement
including salaries and wages paid to geologists and other
employees who are temporarily assigned to and
employed in such activiies. Such salaries and wages
to be certified by a certified public accounting firm.
Reasonable revisions of such salarics and wages shall
be effected to take into account changes in CONTRA-
CTOR’s policies and amendments of Laws applicable
to salaries, For the purpose of this paragraph 2, and
paragraph 3, salaries and wages shall mean the assessable
amounts for A.R.E. Income Taxes, including the salaries
during the vacations and sick leaves, but excluding all

- the amounts of the other items covered by the percentage
fixed under (B) below.

(B) For cxpatriate employees permanently assigned to Egypt
1. All allowanccs applicable to salaries and wages ;
2. Cost of established plans ; and
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3. All travel and reloration costy of such expatriate
employees and their familics 1o and from the employed’s
Country or point of origin at the time of cmployment,
at the time of s¢paration, or as a rowult of wansfir from
one joration to another and by vacation {transporiation
costs for employers and their families tvansferring from
A.R.E. o anothier location other than their country of
origin shall not be charged o A.R.E. Opcrations),

Costs under this sub-paragraph 2.B shalt be deemed
to be coual to seventy three asd 2 hall {734) pereent
of salariea and wages paid for such expatriate personnel
including those paid during vacations and sick leaves
as estebishcd in CONTRACTOR's inuwrnational poli-

cics, chargcable under sub-paragraph 2.A, paragraph
& and sub-paragraph 11 {a) and (¢} of this Article IT,

Howtver, salaries and wages during vacations, sick
leaves ard disability are covered by the foregoing
pereentage, The prrcertage cutiined above shall be
deemed to rcflict CONTRACTOR’s actual costs as of
the Efft ctive Date with regard to the following henefits,
aflowances and costs

1. Housing and Utdlities Allowance.

. Gommodities and Services Allowance,
Spceeial Rental Alowance.
. Yacanon Tranrportation Allowance,

Vacztion Travel Expense Allowerce,

L I

. Vzeation Excess Baggage Allowance,
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7.

10.

1.

12.
13.
14.
15,
16.

17.

18.

19.
20.
21,

22.
23.
24.

Education Allowances (Children of Expatriate
Employees).

. Hypothetical U.8, Tax OiBct (which results in a

reduction of the chargeable percentage).

. Storage of Personal Effects.

Housing Rcfurbisliment Expensce.
Property Management Service Lees,
Recreation Allowance.

Retirement Plan,

Group Life Insurance,

Group Medical Insurance.

Sickness and Disability,

Vacation Plans Paid (Excluding Allowable Vaca-
tion Travel Expenses).

Savings Plan,

Educational Assistance,

Military Service Allowance.

F.I.CA.

Workman'’s Compensation.

Federal and State Unemployment Insurance,

Personnel Transfer Expnse
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25. Any uther Costs, Allowances and Benefits of a like
nature as cstablishcd in AMOCO’s International
Policies.

The percentage outlined above shall be reviewed at
intervals of three (3) years from the Effective Date and

at such time CONTRACTOR and EGPC will agrec on
new pereentages 1o be used wnder this paragraph.

Revisions of the percentages will take into considera-
tion variances in costs and chenecs in CONTRACTOR's
international policies which change or exclude any of
the above allowances and benehits, '

' The revised percentages will roflect 2s nearly as pos-
sible CONTRACTOR?s actual costs of all its established
allowances and bencfits and of personnel transfors.

C. f For expatriatc employees temporarily assigned to Egypt
all allowances costs of cstablished plans and 21l travel
relocation costs for such expatriates as paid in aceordance
with CONTRACTOR’s internatonal policics. Such
¢osts shall not include any admiristrative overhead other
than what 15 mentioned in Article I1 |1 (b).

D. Costs of cxpenditere or contributions made pursuant to
law or asscssment imposced by governmental authority
which are zpplicable to labour cost of salarics and wages
as provided under sub-paragraphs 2 A and 2 B, paragraph
9 and sub-pzragraphs 11 {a} and 11 (c) of this Article 11,

3. Benefits, Allowances and Related Costs of National
Employces

Bonuscs, overtime, customary allowances and benchts on a
bests similar to that prevailing for Oil Companies operating in
AR.L,, all as chargeable under sub-paragraph 2 A, paragraph
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9 and sub-paragraph II (a) and II {c} of this Article 1L
Severance pay will be charged at a fixed rate applied to  payrolls
which will equal an amount equivalent to the maximum liability
of severance payment as rcquired under the A.R.E. Labour Law.

4. Material

Matcrial, cquipment and supplies purchased or furnished as-
such by CONTRACTOR or Operating Company.

{a) Puorchases

Material, equipment and supphes purchased shall be at
price paid by CONTRACTOR or Opcrating Company
plus any related cost and after deduction of all discounts
actually received.

(5) Material Furnished by CONTRACTOR

Material required for operations shall be purchased
dircctly whenever practicable, except that CONTRA-
CTOR may furnish such material from CONTRAC-

TOR’s affiliates stocks outside the A.R.E. under the
following conditions :

I. New Materizl (Condition “A™)

New Material transferred from CONTRACTOR’s
affiliates ware-house or other properties shall be
priced at cost, provided that the cost of maferia’
supplied is no higher than international prices for
material of similar quality supplicd on similar terms,
prevailing at the time such mzatenal was supplied.
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2. Used Material {Conditions “B” and “C”)

{a) Matcriul which 's in sound and serviceable
condition und i3 suitable for rc.use without
reconditioning sha'l be classed as Condition
“B” and priced at seventy-five percent (75%)
of the price of ncw material,

(#) Material which canrot be classified as Condition
«B” but which is serviccable for original function
but substantially not suitzble for rcconditioning,
shall be classcd us Condition “C” and priccd at
fifty pereent (569%) of the price of new material.

() Matcrial which cannot be classified as Condi-
tion “B” or Cordition “‘C” shall be priced at a
value commensurate with its use.

(d) Tarks, buildicgs and other equipment involving
ercction costs shall be charged at applicable
peecentage of knocked-down new  price.

(¢) Warranty of Materials Furnished by CONTRA-
CTOR

CONTRACTOR docs not warrant the material
furnished beyond or back of the deakr’s or
manufzcturer’s guaranty ; ard in case of ddcctive
matcrial,  credit shall not be recorded until adjustment
has been rcceived by CONTRACTOR from manufa-
cturers or their agonts,

5. Transportstion and Employee Relocation Costs :

(a) Transportation of cquipment, materials and supplics
nccessary for the conduct of CONTRACTOR’s
actvities.

() Busincss Treved ard Transpertation oxpenses Lo the
(xter:t covered by csiablished pelicies of CONTRACTOR
or with regurd to Expatriates and Natovals, as inturrcd
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f.

(2}

-

and paid by, or for employees in the conduct of
CONTRACTOR's business,

Employees trapsportation and relocation ooty for
National employers to the extent covered by established

policies,

Sexvices

{a}

{2}

(¢}

Outside services, The costs of contracts for consuitants,
services and utilities procured from third parties.

Cost of serviees yperformed by EGPC or by
CONTRACTOR or their Affiliated Companies in Racili-
tirs inside or outside the AR.E. Regular, recurring,
routine services, such as interpreting magnetic tapes

andfor other analyses, shall be performed and charged
by EGPC andfor CONTRACTOR or their Alfiiated
Companies at an agreed contracted price.  Major
projects involving engineering and design services shall
he performed by EGPC and/or CONTRACTOR or their
Afiliated Companies at anegotiated contract amount,

e of EGPCs CONTRACTOR's or their Affiliated

Companics’ wholly owned cquipment shall be charged
at a rental rate commensurate with the cost of owner-

- ship and operation, bt not in excess of rompetitive

{d)

pates currently prevaifing I the AR

CONTRACTOR's and its  Affiliated  Companies’
yates shall not include any administrative or overhead
costs other than what Is mentioned in Awticle I1. 11 {b).
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7. Yamages and Losses

All costs or exponses, ncoessary to replace or yepair damages
or losses incwrred by fice, floodstorm, theft, accident or any other
cause not controllable by CONTRACTOR through the rxercise
of reasopable diligence. CONTRACTOR or Opcrating
Company shall furnbh EGPC and CONTRACTOR written
notice of dantagee or losses incurred in excess of ten thousand

{10,000} 1.8, Dollars per ocourrence, as soon as practicable after
report of the same has been reccived by CONTRACTOR or

Operating Company.

g. Iosorance mad Claims
The cogt of any public liability, property damage and other

insurapce  against  Habilitics of CONTRACTOR, Operating
Company andfor the partics or apy of them fo their employees

andfor putsiders as may be required by the laws, rules and regula«

Hony of the GOVERNMENT or as the partics may agrce upon.
The proceeds of any such insurance or claim collected shall be

credited against operntions,

If no insurance I8 carried for o particular risk, all related
actual cxpenditures incurred and paid by CONTRACTOR or
Operating Company in settlment of any and all losses, claims,
damages, judgements and any other cxpenses, including kegal

SETVICES,

9. Indirect Expeases

Camp overhead and facilities such as shore base, warchouses,
water systems, road systems, salaries and expenscs of field supervi-
sory personnel, field clerks, assstants, ard other general employecs

indirectly serving the Area.
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10. Legal Expenses

All costs and cxpenses of litigation, or legal services otherwise
necessary or expendicnt for the protection of the Arca, including
attorney’s fees ard cxpenses as hercinafter provided, together with
all judgements obtaincd against the partics or any of them
on account of the operations under the Agreement, and actual
expenses incurred by any party or parties hereto in securing
evidence for the purposc of defending against any action or claim
prosecutcd or urged against the operations or the subject matter
of the Agreement. In the event actions or claims alfecting the
interests hercunder shall be handled by the legal staff of one or
‘more of the parties hereto, a charge commensurate with cost of
providing and furnishing such scrvices may be madcltojoperations.

11. Administrative Overhead and General Expenses

{a)

(6).

While CONTRACTOR iy conducting  Exploration
activities, cost of staffing and maintaining CONTR A
CTOR's h=ad offize 1n th: AR.E., and/or other offices
established in the A R.E. as appropriate other than field
offices which will be charged as provided in Article II,
paragraph 9 ahove, and cxcepting salaries of employees
of CONTRACTOR who are temporarily assigned to
and directly serving on the Area, which will be charged
as provided in Article II, paragraph 2 above,

CONTRACTOR’s administrative overhead outside
the A.R.E. applicable to the A.R.E. Exploration
opzration which will be charged each month at the rate
of five pereent (5.%) of total Exploration expenditares
if CONTRACTOR is conducting Exploration activities
provided that the rate shall be two and a half percent
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(¢)

(24%,) of total Exploration expenditurcs if such activities
are carricd out for CONTRACTOR by GUPCO
prior to the formation cf the Operating Company
and pravided further that no administrative owcrhead
of the CONTRACTOR outside A.R.E. applicable to
the A.R.E. Fxploration opcration will be charged while
Exploration activitics are bring conducted following the
formation of thc Opcrating Comrany. No other direct
charges as such for CONTRACTOR’s administrative
overhcad outside the A.R.E. will be applicd against the
Exploration obligation. Examples of the type of costs
CONTRACTOR is incuring and charging hcreunder
due to activities under ths Agreement and covered by

said pcrcentage are !
1. Executive - Time of executive officers,
3. Trcasury - Financial and exchinge problems.

3. Purchising - Pcocuring materials, equipment and
SUppics.

4. Exploration and Production-Directing, advising
and contrelling the entire project.

5. Oth-r departmeants such. as lcgal, comptrollers and
enginecring which contribate time, knowledgs und

exporiznce to the op-:rations.

The foregoing does not pocclude charging for direct
scrvice undcr sub-paragraph 6 (b) of this Article 1L

While Op.rating Company is conducting activities,
Operating Company’s porsonne]l  engaged in general
clerical and office work, supervisors and officers whose
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time is gencrally spert in the main offiee ard rot the
ficld, and all ¢mployees generally considered as general
and administratve ard not charged to other types of
cxpense will be charged to operations.  Such cxpenscs
shall be allocated cach month between Exploration and
Development operations according to sound and practi-
cable accommting methods,

12, Contisning CONTRACTOR Costs

Costs of CONTRACTOR  activitics  ruquired [under  the
Agrcomont and incurrad exclusively in the ARCE. after Opcrating
Compeny Is foumad. No sales expenscs incurred vutside or inside
the AR.LE. may be recovered as a cost,

13, Limitation

Noiwithstanding anvihing to the centrary in the Agrecmont
or this Amex *D” CONTRACTOR agrees not o recover the
costs, expenses and losses of staffing CONTRACTOR's offices in
the AR.F. as well as 1he costs of aud/or liability for maintaining
enid offices which exeecd 81,000,000 per year ($250,600 per quar-
tr), including any indircet costs relatd thereto, Such limitadon
¢chall Dbe without prejudice o CONTRACTOR's vights with
respect to the granting of work pymits, excmptions from customs
dutics, duecduetibility of all costs for Egyptian income tax imposed
on CONTRACGTOR or any other rights under CONTRACTOR’s
Concession Agrcemonts or to the classification of all of CONTRA-

CTORs oflice costs as Operating Expense,

It s understond that the $1,000,000 per year shall apply to
and be allocatcd betwern all Concession Agreements entered into
by CONTRACTOR up to and including the Effcctive Date and
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be recovered as Operating Expenses and that it will be applied firse
against eligible costs and expenses of assets owned by CONTRA-
CTOR for maintaining its offices in the AR.E., then against
the salaries and benefits of cxpatriates and nationals of
CONTRACTOR, Thc balance, if any, shall bc allocated

- - n ]
between all remaining eligible costs and expenses on a pro-rata
basis.

For the sake of clarity, it is acknowledged that the costs and
expenses subjoct o the above limitation of recoverability do not
include costs and cxapenses, whether direct or indirect, of any natw-
re whatsoever related to expatriates assigned o GUPCO or to
facilitics used by GUPCO’s expatriates (costs of facilities used by
CONTRACTOR’s and GUPCO(Ys cxpatnates shall be allocated
on a pro-rata basis) or for services rendered to GUPCO nor shall
the limitation apply 1 any costs and expenses of staffing and
maintaining CONTRACTOR’s offices wlhich are attributable
whether by allocation or otherwise-to EGPC andfor any other
party to a concession agreement entered into with EGPC or to
their Operating Compantes.

14. Other lmpositions

Al taxes, duties or levics paid in the AR E. by CONTRA-
CTOR or Operating Company with respeet to this Agrecment
other than those covered by paragraph (f) (1) of Article ITI of this
Agrecment.

15. Other Expenditures

Any costs, €Xpenses or cxpenditures, other than thuse which
are covered and dealt with by the foregoing provisions of this Article
1§, incurred by CONTRACTOR or Opcrating Company under
approved Work Programs and Budgets.
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ARTICLLE 111

INVENTORIES
I. Periodic Inventories, Notice and Represeniation

At reasonable  intervals ax agreed upon by EGPC
and CONTRACITOR inventovics shall be taken by Operating
Company of the operations materials which shall include all such
materinl, physical asscts and  construction  projects.  Written
notice of inteation to take inventory shall be given by Operating
Company to EGPC and CONTRACTOR at least thirty (30)
days before anv inventory is to begin so  that  FGPC
and CONTRACTOR may be represented wlhen: any inventory
is taken, Fatlure of EGPC andfor CONTRACTOR to  be
represented at an inventory shall bind them to accept the inventory
taken by Operating Gompany, who shall in that cvent furnish the
party not represented with a copy thereof.

2. Reconcilintion and Adjustment of Inveatories

Reconciliation of inventory shall be made by CONLTRAC-
TOR and EGPC, and a list of overages and shortages shall be
jointly determined by Opcerating Company and CONTRACTOR
and EGPC, and the inventory adjusted by Operating Company.

ARTICLL IV
COST RECOVERY

1. Statements of Recovery of Costs and of Co=t Recoverv
Crude Oil

CONTRACTOR  shall, pursuant tw  Articie VIE of
this Agreement, render fo EGPC as promptly as pracdcable but
not later than fifteen (15} days after receipt from Operating
Company of the Statement: for Development and LExploration
Activity for the Calendar Omarter a Statement for that Quarter
shiowing :

(i) Recoverable costs careied from the previous Quarter if
Hn‘*-
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{#} Recoverable costs incurred and pald during the Quarter,
{iii} Tutal recoverable costs for the Quarter (i) -+ (ii).

{iv) Vahre of Cost Recovery Crude Ol taken and separately
disposed of by CONTRACTOR for the Cuarter,

(v) Amount of costs vecovered for the Chuarter.

{3} Amount of recoverable costs carried into the succeeding
Cruarter, if any.

(vii} Fxcess, if any, of the value of Cost Recovery Crude (hl
taken and sepavately disposad of by CONTRACTOR
over costs recovered for the Quarter,

tJ

Payments

If such Statement shows an amouni due EGPC, pavment of
that amount shall be made in U5, Dollars by GONTRACTOR
with the rendition of such Statement. H CONTRACTOR fails
to make any such payment to EGPC on the date when such
payment i due, then QONTRACTOR, shall pay an interest of
2.5%; higher than the London Interbank Borrowing Offered Rate
(LIBOR) fur three {3} months U.S. Doilars deposits prevailing on

the date such interest s calculated. Such intcrest paymoent shall
not be recoverable,
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3. Settlement of Excess Cost Recovery Crude OQil

EGPC having the right to take its entitlement of excess Cost
Recovery Crude Oil under Article VIT sub-paragraph {a) of this
Agrcement, in kind during the said Qguarter, a scttlement shall
be required with the rendition of such Statements in case

CONTRACTOR has taken more than its own entitlement of such
EXCCSS,

4. Aundit Right

EGPC shall have a pariod of twelve {12} mouths from reccipt
of any statement under this Acticle IV in which to audit and raise
objection to any such Statement. EGPC and CONTRACTOR
shall agree on any required adjustements.  Supporting docoments

ant accounts will b? available to EGPO duaring said twelve (12)
months period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

1. Exploration Obligation Cnntrol Accouats

CONTRACTOR will establish an Exploration Obligation Con-
trol Account and an offsctting contra account to control thercia
the total amomnt of Exploration Exp:nditures repaorted on Sta-
tements of Activity prepaved per Article T {2) a. hercof, less
any reductions ageeed o by EGPC and CONTRACTOR foll-
wing written exceptions taken by a Non-Operator pursuant to
Article T (3) a. hercof, in order to determine when minimem
Explovation Obligations have been met

2. Cost Recovery Contrgl Account

CONTRACTOR will cstablish a Cant Recovery  Control
Account and an offictting contra account to control thevein the
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amount of cost remaining to be rocovered, if any, the amount of

cost recovered, and the value of Exeess Cost Recovery Crude Oil,
if any.

3. Major Acconnts

For the purpose of classifying costs, expenscs and expendirures
for cost recovery as well as for the purpose of establishing
when the Exploration Obligation has been met, costy, exponscs

And cxpenditurcs shall he recorded in major accounts inchding
the lowing

Exploration” Expenditures,

Development Expenditures other than Operating  Expenses
Operating Expenses ;

Necessary sub-aceounts shall be wsed,

Reovenue accounts shall be wmaintained by CONTRACTOR
tn ihe extent necessarv for the contral of recovery of costs and the
fresument of Cost Recovery Crude O

ARTICLE V1

TAX, IMPLEMENTATION PROVISIONS

It s understood that AMOCQO shall be subject to Egyptian
Taesme Fax Laws cxcept as otherwize provided in this Agrecinent,
that any ABE, Income taxes paid by EGPC on AMOCOs behaif
constitute additional income 1o AMOCC), and this additional
income is alwo snbject to A R.E. income tax, that is “grossed-up™.
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AMOCO’s annual fncome, ws delermined in Article T3 ()
2, Ioss the amount cgual 10 ANOUO's grossed up Fgvptian income
tax Liabilityv, shall be AMOCON “Provisional Inconn™.

The “grossup value” 3 an amount added o Provisional
Incone to give “FPaxable Income™, such that the gross-up vahie

s cquivalent to the AR income taxes,

THEREFQRE

Taxable feome = > Provisional Tncome PLUS Grow-upjValue
And

Grossap Value = AR.E. Tncome Tax on Taxable Income,

H the "ARE incame tax rate™, which mopnz the ofective

or Composite tax rate due to the vavious AR E. taxcs fevied on

income or profits, is constant and not dependent on the level of
mcome, then

Grosgup Value = ARE. income tax rate TIMES Taxabie
Incomy,

Combining the first and last cquatinns above,

Grossup Value = rovoiomal Tncoms X Tax Rate
I — Tax Rate

T

Where the tax rate i expressed as 4 devimal.
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The above computations are illustrated by the following
numerical example, Assuming that the Provisional Incomo Is
$i0 and the AR E. income tax raie is 40 pereont, then the Grows-

up Value i ogual to:

$10 x 0.4
i - 0.4

= $ 6.67

THEREFORE

Provisional Income

PLUS Gresgup Vale

Taxabic Tnconw

LESS ; ARE Icome Tuxes at 409

AROCO Income after faxes

16,00

6.61

16.67

H.67

10,00
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