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CONCESSION AGREEMENT

FOE PETROLEUM EXPLORATION
AND PRODUCTION

Between

The Arsb Republic of Egypt
and

The Ezyptian General Petrelsum Corporation

and

Continental Delta Qil Company

This Agreement, made and entered into on this day nf
1973, by and between the ARAB REPUBLIC OF EGYPT (herein-
sfter referred to variouwsiv as “ARE” or as the “GOVERN-
MENT™), the EGYPTIAN GENERAL PETROLEUM CORPO.
RATION, a legal entity created by Law No. 167 of 1938 as
amended (hercinafter referred o as “EGPC”) and CONTINEN.
TAL DELTA QII, COMPANY, a company organizesd and exst-

ing under the Laws of the State of Delaware, Untted States of
America (hereinafter referred tn gs “CONOCO™),

WITNESSETH

WHEREAS, Faw No. 66 of 1953; as amended, ~stabiished that
all raw matériab, including petrolevan existing in snines and quarries
in th:iFA,R.F includiz ¢ the territorial and continental shelf water,
we the projerty of e Suate ; and

WHEREAS, EGPC and CONOCO desire to enter into 2 pro-

“duction sharing type concession agreement (hertinafter referred 1o
at “Agreement”) ; and ‘

WHEREAS, the Minister of Petroleum and Mineral Wealth,
pursuant to the provisions of Law No. 86 of 1956, may enter nto
a concession agreement with EGPC and CONOCO as CONTRA-

CTOR, for the petroleum operations in the Arez hereinalter re.
ferred to ; and

WHEREAS, CONQOCO agrees to undertake the obligations pro-
vided hertinafter as CONTRACTOR with respect to the explora-
tion, development and production of Petrokum in said Area

NOW THEREFORE the Parties hereto agree as foliows

ARTICLE I
DEFINITIONS
la) "Exploration” shall include such geological, geophysical, acrinl

and other surveys 23 may be contained m the approved Work

Programs and Budgets, and the drilling of such shot holes, core |,

holes, stratigraphic tests, holes for the discovery of Petroleum

or the appraim! of petroleum discoveries and other related

holes and wells, and the purchaxe or acquisitinn of such
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¢s, materials and equipient therefor, all as may be

sned n the Approved Work Programs and Budgets.

verh “explore™ means the act of conducting exploration.

Inration Well” shall include wildcat wells, step-oul and
usal wells, 1o the extent that such wells are mecessary 1o

zate - however. not more than three (3) ap-

3 reservolr ;
Al wells for each reservoir may be designated as Explora-

Wells unless otherwise agreed by EGPC.

shall snclude, but not be limited 10, all the
ations and activities pursuant to Approved Work pro-
¢ and Budgets under this Agreement *

vith respect to the drilling of development wells, and

with respect to design, construction, installabon, servicing
and maintenance of equipment, Lnes, sysiens, facilities,
plants ‘and rclated operations, to produce and operate

said wells, to take, save, treat, handle, store, flare, transport
and deliver Petroleum for export, and to undertake re.

pruaruring, rtqrd,ing and other Hfjandar}‘ reCovery ijtﬂ_i.

roleum™ mﬂm-ﬁquid crude oil of various densities,

-alt, gas, casinghead gas and all other hydrocarbon subs-

‘25 that may be found in, and produced, or otherwize

ol'sined and saved from the Area under this Agreement, and

all iﬁbstancu that may be extracted thercirom.

(¢) "Louid Crude Qil” or “Crude Qil”

micans any h}dfﬂm

Produced from the Area which is in a liquid state at the
wrhead or lease separator or which is extracted from the
A%rciated gas

) “Cas” i naturgl gas both associated with oil and non-aso-
Clwed, and all of its constituent elernents pmd“md from amy
wel in the Area and all non-hydrocarbon substances therein.
Sa:i term shall include residue gas, distillate, condensate and
all liquids extracted from the non-associated gas

(g} "Barrel” shall consist of forty-two (42) United States gallons,

hqmd measure, corrected to a temperature of sixty degrees
(5} Fahrenheit.
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hy “Commereial” Crude QOil Well’ means the first well on any

geological feature which, after testing in accordance with
sound and accepted industry production practices, and verified
_h',r EGPC, is found ta be rapable of producing at the following
average rates and depths -

Average «ate of production, Depth of top of producing
Not less than interval from K. B. *#
2,000 BOPD * less than 2,000 meters
3,000 BOPD from 2,000 to 3,000 meters
4700 BOPD over 3,000 meters

* BOPD means “Bairels of Crude Ol per day”.
** K.B. means Kelly Bushjng. |

(1)

)

(k)

D

(m)

(n)

{0)

The date of discovery of a Commercial Crude Oil "'Well s

the date on which such well is completed and tested aceording
to the ahowve.

“Liquefaction Facility” means the hquefaction plarit and stor-
mg and loading facilities excluding the .pic'r and meoring faci-
bties. However, n the event Ca: is processed and treated
for export outside the AR.E. i 2 way different from liquefac-
tion, the faclities necessary for such processing and 'treating
shall be considered.as liquelaction olan: as hz.:reinabﬁvp men-

toned under this Agreement. . .

“ARE"™ means ARAB REPUBLIC OF EGYPT.

“Effective Date” means the date on which this Agreement,

with  any necessary approvals and authorizations, 1s signed by
the Minister of Petroleum and Mineral Wealth and is publi-
shed in the AR.E. Official Journal, whichever occurs later.

“Year” or *Calendar Year” means a period of twelve (12)
months according to the Gregorian Calendar

“Financial Year” means the GOVERNMENT"s financial year
starting on January 1 and ending on December 31, both dates
being inchusive.

“Tax Year” means the period of twelve (12) months according
mme&mﬁnmiurwmchmmmmrepoﬁsm
required according to any applicable income, profits or other
tax law or regulation of the ARE.

“Affiliated Company” mean: a company :

i) the share capital, conferring majority of votes at stock.
holders’ meetings of such company, of which is owned

directly or indirectly by a Raxty hereto ; or
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'} which 13 the owner directly or indirectly of share capital
conferring a majority of votes ai stockholders’ nicetings of

a Party hereto or.

1) whose share capital, conferring a majority of wvotes at
stockholders’ meetings of such company and the share
capital conferring majority of votes at stockholders’ meet.
ings of a Party hereto, are owned directly or indirectly
by the same company.

‘p} “Operator” means CONOCO which shal conduct operations in
t:¢ Area from the Effective Date of this Agreement until the
lcrmation of South Delta Oil Company (SOCDOCO) in accord-
e witI{Arliclc V1 hereol.

lg) "CONTRACTOR™ means CONOCO and/for its suceessor(s)
and assign(s).

ARTICIE 1T

ANNEXES TO THE AGREEMENT

Annex “A” is a description of the area cuvered and affected by
this Agreement, hereinafter referred to as the “Area™.

Annex “BY 15 a map on the seake of 1 : 1,000,000 tndicating the
Area cuverc and alfected by this Agrecment and described in Annex
iIA'I:"

| L

In the event of conflict between Annex “A” and Annex B

T

Annex “A" shall prevail,

Anncx “C" is a form of a Letter of Guaranty to bz jssued bv
the N.tional Bank of Egypt and to he subn.iited by CONOCO o
the tune of signature of this Agreement by the Minister of Petro-
leum and Mineral Wealth, for the wm of four million (4,000,000
U. S Dollars, guamnteeing the execution nf CONOCO's mininum
exploration obligations hereunder for the st three (3) year ex-
ploration period or extension thereof. Such guaranty shall remain
effective for six (6) months after the end of the said three (3} year

Feriod except as it may be released prior to that time in acoordance
with the terms thereof.

Annex *D" is a form of a Charter of the operating company o
be formed as provided in Artice VI hereof.

Annex “E” is the Accounting Procedure.

Annex “F” is a form of a Letter of Guaranty to be isswed by
the Nztional Bank of Egypt or any other acceptable Lank{s) and to
be submitted by EGPC to CONOCD at the time of CONOCO's
eatering into a financing arrangement to finance a Liguefaction
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Facilitv. Such Hank Guaranty shall cover fifty (507 percent of the L}'L.!f;_'_r' f o S Gl allas UL;"-J i\ [T [ A RGN

financing of said Liquefaction Facility in the even the flow of Gas
through the Lijuefaction Facility is interrupted as & result of any
A.R.E. (overnienta) act.

The Annexes “A™, “B”, "C“, “D7, “E7 and "F 1o this ..'\grr:c
ment are hereby made parts hercof, and they shall be considered

as having equal foroe and effect with the provisions of this Agree.
ment. . -

ARTICLE 111
GRANT OF RIGHTS AND TERM

[he GOVERNMENT hereby grants EGPC, and CONOCO as

CONTRACTOR, subject to the terms, covenants and conditions set

out 1n this Apreement, with insofar as they may contradict with

any provisions of Law No. 66 of 1933, as amencled. chall have the

force of Low, an exchusive concession in and to the Area described

N Annexes

(a)

@)

nhr' and ‘.B".

The GOVERNMENT shall own and be entitled a: herein-
after provided, to a royalty in cash or in kind of seven and
onehalf (7!4) percent of the total quantity of Petroleumn pro-
duced and saved from the Area during the term of this Agree-

menat wncleling reewal.  Such royalty siall be borne and
pa:d by EGPC out of s share m; Pet:oleum and shall not be

the obhgation of CONOCO. The payment ol rnyalﬁe: by
EGPC shall not be deemed to result in income attributable to
CONOCO.

Subject to the provisions of Minle W.[b}, an 1mbal explora-
tion penod of three (3) vears shail siar: from: the E.fl"!:ciivc Date.
Another successive exploration period of seven (7) years, con-
sisting of 7 one year pexiods (each one year peridd w be
granted yearly), shall be granted to CONOCO at its option
upon thurty (30) days’ written notice to EGPC prior to the end
of the current year, and subject only to its having fulfilled jts
obligations hereunder for the preceding year or years,

If no Commercial Crude Oil Discovery or Commercial Gas
Discovery s established by the end of the tenth (10th) year,
the Agreement shall texminate and any non-commercial Petro.
Jeum discovery wiﬁ be transferred to EGPC at no cost unjes
otherwise mutuafly agreed by EGPC and CONQOCO. However,

if at the end of the ten (10} year period a well is drilling or

testing, an extension of up o six () menths shall be granted to
allow for completion of the il
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(d)

“Commercial Crude O Discovery™.  After discovery of 2
Commercial Crude (ni Well, ¢ 0OINOCO will undertake, as
part of its exploration proyraui, the appraisal of the discovery
by the drillmg of one o nirne wlditional wells, up to three(3)
of which may be considered as part of its exploration program,
o determine whether such discov ery is worthy of being develo-
ped commercially, tzking into vonsicderation the recoverable
reserves, production, pipeline and terminal faciliies required,
estimated crude oil prices. and 5! other relevant technical and

econamic factors.

CONOCO shall give notice of a Commercial Crude Oil
Discovery to EGPC inmediately after the discovery is con-
sidered by CONOCO to be worthy of commercial develop-

ment but not later than twelve {12) months following the date
of the Commercial Crude Oil Well discovery.

CONOCO shall also have the right to give such notice of
Commerg¢ial Crude 01l Discovery with respect to any reservoir
or reservours even if the weil or welis thereon are not '"com-
mercial” within the definition of “'Commercial Crude Oil Well”

if, in 1ts opinion, a group «f reservoirs considered collectively

could be worthy of cc:umerci.] development. Following re- |

ceipt of such notice, EGPC and CONOCO shall meet and
review all appropriate data with a view to confirming the
existence of Commerciai Crude Oil Discovery ; it being under-
stood that EGPC shall not unrcasmﬁbly refuse to confirm
such existence as in no event shall CONOCO be prevented
from cconomically producing a discovery.  The date of the
EGPC confirmation shall be the date of Commercial Crude
(il Discowvery.

“Commercial Gas Dscovery”. After discovery of one more
reservoirs capable of producing Gas, CONOCO will under-
take, at part of its exploration program, the appraisal, if
needed, of such resrwoir(s) by driiling one or more additional
wells, up to three (3) of which may be considered as part of
its exploration program, in cach reservoir to determine the
most probable quantity of recoverable reserves. Based on
such quantity and according to Articke IV (b), CONOCO
shall execute an economic feasibility study in order to deter-
minc whether such reserves are worthy of being developed
commercially for export cutside the A.R.E. taking into con-
sideration the level of production, the gas line, the liquefaction
plant and any terminal facilities required, estimated gas
prices in the possble marktti and all other relevant technical
and cconomic factors. A Commercial Gas Discovery may
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consist of one reservoir or a oup of reservoirs which, alter

appraisal, 15 worthy of bein, developed commercially only J‘

for [iqllﬁfﬂ{:thﬂ. methanol p“-‘::ﬁing 3nd }ﬂl“ PIﬂCtﬁiﬂg and

treating in a sumbar form fo export outside the AR.F.

CONOCO shall give noticr of 3 Cormercial Gas Discovery
w EGPC i-mllﬁﬂiltﬂ]jf alter the dj;tgvgn:d reserves, i acoor-
dance with the above menti-ed feasibility study, are conside-
red by CONOCO to be worhy of commercial development ;
for this purpose associated ps may be considered as Gas.
The date of the CONOCU notice of commercial discovery
shall be the date of Commer-ja} Gas Discovery.

Any Gas produced or pri-iucible outside the Area, suhject
o mutual agreement with I5PC, may be brought into the

Area and may be comunitted -4 CONOCO for being liquefied |

and exported.

(¢) The term of this Agreement shal be thirty (30) wears from

the Effectrve Date. This frrigd may be remewed for an
additional P*“hd of ten’ (10} waps at the option of CONOCQ.
Pollowing Commercal Cruc- Oil Discovery andjor Com.
mercial Gas Discovery, all parts of the Area capable of prod-
uction shall be converted a.romaticaily intc a development
lr-se or leases without the is ance of any additional legal in.
strurnent or permission. The «xtent of the Area o be covered

by such lease or leases shall be mutually agreed by EGPC

and GONDGD, and subject yy the approval of the Minster
of Petroleum and Mineral Weglith

Development operations llercafter shall be started by
SODOCO promptly in the went of Commercial Crude Oil
Discovery and in accordance with any Liquefaction Facility
Sc.ﬁednlc of construction in the event of Commercial Gar
Discovery and, uoless EGPC and CONOCO agree otherwise,
at least one drilkng g shal) be wed continuously until, in
accordance with good oil field practices and accepted petro-
Jeum engineering principles, the fiald is considered to be fully

developed.

In the event 7o commercial production of Crude Oil is
established 1 any entire 6" ¢ 6’ block or blocks in which
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2 Commercial Crude Oil Discovery is made, such block{s)
shall be surrendered within three (3} years from the date of
Commercial Crude Oil Discovery.

In the event no commercial production of Gas for liquefac-
tion, methanol processing and/or proocessing and treating in a
similar form, for cxport outside the AR.E. u» cstablished
from any entire §* X 6’ block or blocks in which Conunercial
Gas Discovery 15 made within six (6) years from the date of
such Commercial Gas Discovery, the refevant block(s) shall
be surrendered.

However such three (3) or six (6) vear periods may be extended
if actual circumstances justify such extension in the reasonable
opinion of the Parties hereto.

CONOCO shall bear and pay all costs and expenses required
In carrying oul afl the cperations under this Agreement, but
such costs and expenses shall .ot include any financing fees,
financing charges, or interest on investment, except for Lique.

faction Facihity mvestment as provided under this Agreement.

r -’f

{2} (1) CONOCQ shall be subject o the laws m foroe from time

to ime of the ARE. and the political subdivisions
thereof, which umpose taxes on, or are mecasured by
income or profits, including those laws imposing the tax
on moome from moveable capital, the conumercial and
industrial profits tax, municipal tax, defenee tax and
national security tax on income and dividends paid with
respect to shareholders, as well as any surtax or interest
assessed with respect to income tax payments, (hereinafter
referred to as  “AR.E. Income Taxes”), and, except as
otherwise provided in this Agreement, shall comply with
the requirements of such laws with respect to the filing
of returns, the asessment of tax, and the keeping for
review by authorized persons of books and records. For
these purposes, any AR.E.

Income Taxes for which

CONOCG shareholders may be liable shall be deemed
1o be a ux levied against CONOCO.

EGPC's share. of the Petroleum determined under Articte
VII includes an amount equal in valee to 21) CONOCO's

ARE. Income Taxes.
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(2) For purposes of applying paragraph () (1) of thus Article, '

allx

the otal taxable income of CONOCO i respec: w
Tax Year shall be an amwount calculated as follines

(i) The total sums reccived by CONOCO from the sale
or othsr disposition of all Petrolewm acquired v CO- |

NOCO pursuant w Article, VII, paragraphs {a} and i

{b) of this Agrecnent; LESS. |

a, The costs and expensesof CONOLO whici aurfl
allowed to be recovered in the Tax Year under para
graph {(a} of Arncle V]I ; and

b. The wvalue, as determined 'in paragraph (¢) of .
Article, ¥11, of LGPC's excess Cost Recovery Petro-
kkum acquired by CONOCO pursuant (o Article |
VII, paragraph fa) (2); PLUS. i'

|

() An amount equal to CONOGCO's AR.E Incumcg
Taxes. 1

(3} EGPC shall assume, pay and discharge, on behalf of CO-
NOCO s ARLE Income Taxes put of the sums re- °
ceived by EGPC from the sale or other disposition of iis il

share of Potrolev.n under this Agreempnt,

(#) EGPC shall furnish to CONOCO. the proper offical re
'ﬂ::pls evidencitiy the pavment-of i3 A.R.E. Income [ax.: |
within one hunc red fiity (130} days lollowing the con:-
mencement of the nest enuing Tax Year. Such receipts.
shall be issued by the proper Tax Authorties and shall

state the amount and other particulars gustomary for
such receipts.

(h) In caleulating its AR.E, Income Taxes, EGPC shall be
entitled to deduct royaltics paid by EGPC to the GOVERN.
MENT and the ARE. Income Taxez of QONOCO paid by
EGPC on its behalf,

() If a Liguefaction Facility is established in connection with a
Continenta] Qil Co. Concession in the ARE., CONOCO
and EGPC shall have the right to commit Gas discovered under
this Agresmant to said [.iguefaction Facility subject to satly
factory finaneial arrangements to be made with all parties con-
cerned in said Liquefaction Fagility for the processing o such |
(eas.

ARTICLE IV

WORK FROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONOCO shall commence exploration operations hereunder
not later than sen (10) months after the Effective Date. Not
Lkter thap the end of the thirtiech (30th) month after the

Effective Date, CONQCO shall start exploration drihng in
the¢ Area.
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(6) The exploration period shall cormmmence from the Effecun Date

of this Agreement and shall terminate after a total of wu (10)

years as follows :
Phase [ — three (3) years.

Phase 11 — seven (7) years.

In the event a drilling well i3 not completed prior w. the end

of the third (3rd} year, CONOCO shall have the right o an :
automatic extension of Phase § for a period of four (4) nwsnthe |}

in order to allow for completion of the well. Anv extension
of ttme of phase [ shalti be subtracted from Phase [I and the

total exploration period will, therefore, remain at ten {10}
years, however, should at the end of the tenth {I0th) vear |

a well be uncompleted, an automatic extension of up t six
(&) months shali be granted.

CONOCQO shall spend during the exploration pericd as
foliows :

— Phase 1 : a firm commitment of four nullon (.(X0¥0)
U.S Dollars, for which a four mitlion 1,004 1K¥3)
US. Dollars Lettér of Guaranty will be sub-
mitted as per Annex "'C” herero;

— Phase II : three million (3,000,000) U.5.. Dollars vearly

during the fourth through the eighth vear w-
clusive, then two (2) milbon U.S Dollars duting

!
4

each of the ninth and tenth years, -n forther
exploratory operations and exploration dri g

For this purpose exploration drilling shail - ;

clude wildcat wells, stepout and appraisal wells,
to the extent that such wells are npecessary

to delinante a reservoir ; however, not ore
than chree {(3) appraisal wells may be veod In
order to delincate any reservoir unless other-
wise agreed with EGPC. In addition e the
above, CONOCO shall bear the cost of per-
formance of extensive economic feastbility
studies in an effort to develop the most pro-
fitable methods for the marketing of Gas
Discoveries;

Should CONOCO dpend more than the amount specified in
any given phase, or in any given year during FPhase, II, the
excess shall be subtracted from the amount specified for the
succeeding phase or year(s).

CONOCO snall have the right to surrender the entire Area
at the end of Fhase, I, or at the end of any year within Phase

II, having fulfilied all exploration obligations for Phase I, or |

up ta the end of the year of Phase I, in which such surrender
‘15 made, as the case may be
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In the event of wathdrawal, any expenditure deficiency ol
CONOCO shall result in an immediate payment to EGPC
of the amount of the deficiency for the relevant phase, or up
10 the end of the year in Phase I in which such withdrawal
13 made, as the casc may be. In the event of no withdrawal,
any expenditure deficiency of CONOCO at the end of any
phase, or any sucoeeding }"cill' during Phase II, shall result
in a payment by G;‘CJNOGO to EGPC of any such deficiency;
any such deficiency payment(s) shall be made within ninety
{90) days in U.S. Dollars and shall be considered as cost and
recovered in accordance with the provisions of Article VII
hereunder provided this Agreement is still in effect as to
CONOCO. Any deficiency payment cannot be recovered
out of production from a Commercial Crude Oil and/for Gas
Discovery made prior to the date of such deficiency payment.

in case no Commercral Crude Oil or Gas Discovery is establi-

shed liy the end of the tt:nth {10th) year,or extension thereof,
or in case CONOCO m'nudcrs its exploration obligat: n;s
under this Agreement prior to this time, EGPC will not bear

any of the aforesaid expenses spent by CONOCO.

{¢} At least three (3) months prior to the beginning of each year

- or at such other tirnes as otherwise mutually agreed to by EGPC
and CONOCO, Operator shall prepare an Exploration Work
Program and Budget for the Area setting forth the Exploration
operations which CONOCO proposes to aarry out during the
ensuing year. During the exploration periods such Work
Program and Budget shall be at least sufficient o satisfy CO-
NOCO minimum expenditure cobligabon for the perod 1t
covers, taking mto account any credits for excess expenditures
by CONOCO in prior exploration periods.

'I'th:phatiuanringrammdBud@uha]lbemM
by a joint tommittee to be established by EGPC and CONOCO
after the Effective Date of this Agreement. This committee,
hereinafter referred to as the “Exploration Adwvisory Com-
mittee”, shall consist of four (4) members, two (2) of whom
shall be appointed by EGPC and two (2) by CONQCO. The

Chairman of the Exploration Advisory Committee shall be
designated by EGPC from among the members appointed by
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it. The Exploration Advisory Committee shall review and
give such adviot as it deems appropriats with respect [o the

proposed Work Program and Budget. Follwing teview by

the Exploration Advisory Committee, CONOCO shall make |

such revisions as CONOCO deems appropnate and  submt
the Exploration Work Program and Budget to EGPC for us
approval. Following such approval, it is further agreed that :

(i} CONOCO may revise or modify ssid Work Program and
Budget as may be required for operstional reasons or zs
a result of Exploration actlvities, It being understoad that
the approved budgeted expenditure will not be reduced
without the approval of EGPC; and

In the event of cmergancies involving dapger ot Joss of
Lives or property, CONOCO may expend such additonal
unbudgeted amounts as may be required to alleviate such
danger, Such expenditures shall be considered in all
respects a5 Paploratien axpenditures and shall be reco-
vared pursuant o the provizions of Artiels VII harcof.

(u)

cquipment, supplies, personnel, administration and operanons
required for Exploration and related operations pursuant to
the Exploration Work Program and Bodget, and EGPC shall
not bear or repay any of the aforesaid cpsts.

[¢) CONOCQ shall be responsible for the preparation and per-

formance of the Exploration Work Program which shall be im-
pltmentgdin:wmkmmlikemmmiﬂ:mtﬁmgood
industry pragtices,

CONQCO shall entrust the management of Faploration
operations in the ARE. to its technically competent Geperal
Manager and Astistant Manager. The names of such Mana-
ger and Assistant Manager shall, upon appointment, be forth-
with notified to the GOVERNMENT and to EGPC. The
Manager and, in his wbsence, the Asmastant Manager, shall be

entrustsd by CONOCO with sufficient powers to carry out |°

inmedigtely and comply with all Jawful written directions
wmmwmmvmm“iuwnﬁw
under the terms of this Agreement or any lawful regulations

ssued or hereafter to be imued which are applicable hereunder. |

MYE o b AN (a0 Yo st o

'd) CONOCO shall advance all' pecessary funds for glf matarials, |

i‘-m-p)‘ ;-h__,:_--..“

—_— A -

'\ 1

- an -

e T T R R e T

et o ol dadl is ) Ll e,
. Lr‘-té Lr"»--l' :1_; .LS.LH u:i)i‘hlil__, th“ i:.:'l{ilei

(38 2 LYY Lol id § e ol ASWE b

JoA hy pin fact bl oA ), 5

SN Gy WA@Y sl L el LWL,
- e Vs ! o

3\ ly Jadll g4, S 1w 0F S5 S0 508 (1)

A L Tk oM Cliie e i ke 287 AL

A3 el Sl Ot e el Watil ks
36 e S G0 g Oy puinatd (40 Y

OB s oyl D Loyl e iy (v)
ke R I T ISP JU0 < N RN
] LY 055 6 My LA §Ae e e 1t
1 BE e SR e awy ¢ Rkl e Jaeith,
bl AL o g Uiy Lslaiod g Lt LG
TP DAY

A SR WM G B i S8 00w ()
Soed N Sty 35V 54N Sl Sl
gy Ay camd] g0 b e Tl Bt UL,

TP I PP PR P e TP

‘-.-*'!‘:'_J.-M Sadll él:;. ol ateed Jﬂﬁ“;ﬁfﬂﬁ (h )
1":1"‘“ "—‘:jL“?I Cuj: h‘j Lhﬂio_,._,,u J‘.j. '_'L:a:_-
. daad Lt

2PA (e -007) O ol CUF30Y 558 agay

Aat ol R aolus iy AW Al duasCL ¥ ol
orsct 5yl el il Vo o sl 2SN
Wb e & oWl delay (bl ol JI 55 5 0ee,
S LW b it 1 5 (L LI St 0
LG s oy By Wt ) LSO gy i

G e 0,y s sk L5 £y 4

V1P [N




17

Ayt Lo g A @ (pY) Yo sadl o Gan ik

VY

(")

the end of each calendar quarter with a Statement of Ex-
ploration Activity showing costs incugred by CONOKCO duning
such quarter. CONOCO’s records and necessary Supporting
documents shall be available for inspection by EGPC at any
time during regular workiog hours for three {3) months from
the date of receiving cach Statement.  Within the three {3}
months from the date of rectiving such Statement, EGPC shall

advise CONOCO in writing with necessary supporting reasons
if it considers :

(i) that the record of costs is ot correct;

(i) that costs of goods or servites supplied are not in line with
fhe international market prices for goods or services of
simalar qual:ty supplied on similar terms prevailing at the
time such goods or services were supplied, provided, how-
cver, that the purchases made and services  performed
within the ARE. shall be subject to Article XXV ;or

Gii) that the conditich of the materials furnished by CONOCO
* does not tally with their prices ¥or

(v} that the costs incurred are nul:.‘rtuunibly required loc

CONOCO shall confer with EGPC in connection with the
prnblcmthmp:mmd,andtheParﬁushaﬂntthtmwuh

2 settlement which 13 mutually satisfactory. If within the tume |

lhnitoft}nﬂmﬁ]mthpcrbdpmvidedfminthismph,
EGPC has not advised CONOCO of its objection 10 any
Stahm:mt;mchSutunthbemnsidemdu:ppmwd.

{g) CONOCO shall supply all funds necessary for its operations

_intbehiR..E.underthilAp-eumtmfmdymnv:rﬁblcm-l

rency from abroad. CONOCO shall the right to buy Egyptian

S e — i

CONOCO shall supply EGPC within forty-five (45) days from | u by (g0 ) crmols art SN 1aesd Sys ¢4 ()
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ARTICLE V¥V

MANDATORY AND VOLUNTARY RELINQUISHMENTS

MANDATORY

A relinquishruent of thirty five (33) percent of the Area at |
the end of the fourth (4th) year and thirty five (33) peroent of
the Area at the end of the seventh (7th) year shail be made.

The provisions of Acticle XXII shall apply to the religmshment |
obligation in regard to any part of the Area upon which explora-
tion operations have not been allowed because of reasons of force

At the end of the total exploration period, CONQCO shall
relinquish the remainder of the original Area not then converted

to a development lease or leases.

VOLUNTARY

CONQGCO may voluntarily at amy time relinquish all or any
part of the Area provided that at the time of such voluntary re-
linquishment its financial cbligations for Exploration expenditures
undcr‘_ﬁirtic]e IV pamg:;arh {h] have b&f satished. .

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

ARTICLE VI
OPERATIONS AFTER COMMERCIAL DISCOVERY

(2) Upon a Commercial Crude Qil and/or Gas Discovery, EGPC
and CONOCO shall form in the AR.E, an operating company
which shall be called SOUTH DELTA OIL COMPANY
bereinafter referred to as “SQDOCO™.  S0DOCO shall be

subject to the laws and regulations in force in the ARE w |

the extsnt that such faws and regulations are not inconustent
with the provisions of this Agreement or the charter of
SODOCO, however, SODOCO  shali, within the purposes
of this Agreement, be exempted from the following kaws and
regulations as now of hereafter amended or substituted :

- Law No. 80 of 1947 on Exchange Contro] andfits execu-
tive regulations, as amended;

— Law No. 26 of 1954 on Companies, 2y amended ;
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— Presindential Decyee No. 1203 of 1961 on Contracts of Works
of the Gowernment, Public Institutions and Senu-Govern-
mental Companies, a; amended

~— Law No. i41 of 1963 on Representation of Employees and
Workers on the Boards of Coiupanies, as amended:

— Law No. 60 of 1971 on Public Institations, as amended;

and

— Law No. 61 or 1971 on the Staff Regulations of Public
Companies, as ameﬁndcd,

{¢) The Charter of SODOCO is hereto attached as Annex “D"

Within thirty {30) days aflter the date of Commercial Crude

Oil and/or Gas Discovery, the Charter shall take effect and
SODOCO shall automatically coine into existence, without

any further procedures required.

tc) Not later than the twentieth (20:th) dav of each month,

SODOCO shall furnish o CONCOCO a written estimate of
its total cash requirements for expenditure for the first half
and the 'semnt!. half of the succeeding month txprtmed n
- Such
esumate shall take into consideration any cash expected to
be on hand at month end. |

U.5. Dollars, having regard to the approved burjget.

Payment for the appropriate period of each month shall be
made to the oowrespondent bank designated in paragraph {d)
below on the first (lst) day and fifteenth (15th) days, res

pectively; or the next following husm-u day, if such day 15 not
a business day.

(d) SODOCO 33 authorized 1o keep at its own disposal abroad

inanaccnpntopem:dwithamrrﬁpondmthankluidle
National Bank of Egypt, the forcign funds advanced by
CONOCO. Withdrawals from said account shall be used

for payment of goods and services acquired abroad and for
transferring to a local bank in the ARE. the required

amounts to meet expenditures in Egyptian Pounds for SO-
DOCO in conmection with its activities under this Agreement.

Within sixty (60) days after the end of each Financial Year,
SODOCO shall submit to the appropriate exchange control

authorities in the AR.E. a statement, duly certified by a re-
cognized firm of auditors, showing the funds credited m that
account, the disburstments made out of that account and ihe
balangs sutstanding at the em! of vhe Venr.
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ARTIGLE vI]

RECOVERY OF COSTS AND EXPENSES
AND FPRODUCTION SHARING

(a) (1) Cost Recovery Patroleum :

Subject tw the auditing provisions under this Agreement,
CONGCO shall recover all cosis and expenses in res-
pect of all the Exploration, Development and related
operations under this Agrcement, to the extent of and
out of forty (40) percent per annum of all Crude Oil
produced and mved from 28 development feases hereunde:
and not used in petroleum operations, and out of fifty
{50) pefcent per anmum of all Gas produced and saved
from all development lcases hereunder and not used in

petroleum operations.

Such Crude Qil and/otr Gas is hereinafter r:ftrr:d t as
“Cost Recovery Petroleum™.

Sul:h Cost Recovery Petroleum shall refer 1o either cost
recovery Crude QOil or cost recovery Gas, as separateiv
appﬁﬂbh and appropriate under this Agreement.

Such costs and expenses shall be treated and recovered

mparatelf from the af;plicahlc ooz recovery Crude Ol

or Gas as the tase mav he, in tlw following mixnmer :

(1) All Operating Expenses incurred after Initial Com-
meraal Production of Crude Oil or Gas, as applics
able, which for the purposs of this Agreement shall
mean the datc on which the first resular shpines:t
18 made, shall be recoverable starting in the later of
the Tax Year in which fuch costs and CXPERISC: Are
incurred or the Tax Year in which Initial Com-
mercial Production commences,

As provided in Articie IX hereunder, fifty (50) per-
cent of all interest paid by CONOCQ after the beginning

of Imtial Commercial Production for the fimancing
of a Liguefaction Facility shall be treated as Operat-

ing E::pmse and recovered accordingly. Fifty (50)
percent of all mterest paid by CONOCO prior to

the beguming of Initial Commercial Production for
the financing of a Liquefaction Facility shall be

accumulated up to such date recoveréd at the mate
of 10%, per year. Such interest shall not exceed the
rate for pranc customers plus an additional one per-
cent above saxd rate. The ramaining fifty (50) percent
of the jnterest payable for the himancing of the

Liquefaction Facility shall not be recoverable and
thall be borne by CONOCO.

|
|
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{n) Exploration Expenditures. including those accumulated
prior to the commencemneit of Initial Commercial
Production, shall be recoverable at the rate of twenty

(20} percent per annum on a siraight line basis, based

on amortization at that rate starting m the later of |

the Tax Year in which such expenditures are incurred

or the Tax year in which Tutial Commercial Produc.
Lon Comumences

Exploration Expenditures incurred during the last
five (5) years of the term of this Agreement shall be
recoverable in the Tax Year in which they are m-
curred out of the applicable Cost Recovery Petro-

leum. Such election can be made only one time
E]r CONOCO.

{(m) Development Expenditures accumulated priot o the
comnencenients of Initial Commercial Production,
shall be recoverable at the rate of ten (10) percent
per annum, on a straight line basi, based on ame-
rtization, at that rate starting in the later of the Tax
Year in which such expenditures are incurred or
the Tax Year in which Initial Commercial Production
COMIMences. B

Development Expenditures incurred after Initial Com-
mercial Production shall be recoverable at the rate
of twenty (20) percent per wunum on 3 straivht line
basis, as abowe. ] X

Development Expenditures incurred dunng the kst
ﬁm(ﬁ)yunnfthcmofthisﬁgrmtmllbt
recoverable in the Tax Year in which they are in-

cugred out of the applicable Cost Recovery Petrobeum.

(iv) To the extent that, in a Tax Year, costs, expenses
or expenditures recoversble per paragraphs (), ()
and (iii) preceding exceed the value of the applicable
Cost Recovery Petroleum for such Tax Year, the
excess shall be cavried forward for recovery in the
next muwoteding Tax Year or Yean until fully re-
covered ; but in no case after the termination of this

Agreement.

(v) Subject to the provisions of this Agreement, all costs |
andexpehﬂincuﬂtﬂunﬂcrthhw:nt{urﬂ.
{including administrative overhead, general expenses
and expenditures for land, fixed asets and moveable
assets) are recoverable by CONOCO out of Cost Re-

wGﬂWMOﬂ:“m“ may be, as
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For the purpose of determining the clagsification of
applicable costs, expenses and expenditures for ther
recovery, the following terms shall apply

1. “Exploration Expenditures” means akt costs and
expenses for Exploration operations.

2 “Development Expenditures” means all costs and
expenses for Development operations with the
exception of the Operating Expenses.

3. “Operating Expenses” means all costs and expenses
made after Initial Commercial Production for pro-
duction operations, which costs and expenses ire

not normally depreciable.

(2) CONOQGO shall each year take and dispose of the applic-
ahle Cost Recovery Petroleun produced plus its share of
the balance of Petroleum as stipulated in paragraph (b)

helow of this Article VII. To the extent that the value
of such Cost Recovery Petrolenm (as determined in sub-
paragraph (c) below) exceeds the actual apphcable recover-
able costs and expenditures, including any carry forward
from paragraph {a) (I} (iv) above, to be recovered in that
year, the difference in value shall be paid by CONOCO
to EGPC. CONOCO shall pay to EGPC said difference
‘in the manner et forth in Article 1V of the Accounting

\Pmcedur: conlzined 1n Mn;x “E#, and CONOCO shall
be deemed to have purchased such excess Cost Recovery
Petroleurn from -EGPC.

b) Production Sharing :

The remaining Petroleum, Le. the Petroleum remaining after
deducting from the total Petroleum produced and saved the
Cost Retcovery Petroleum, shall be taken and disposed of
sceparately by EGPC and CONOCGCO in the following
proportions :

Crude O :

Sev:nl:;,r five (75) percent to EGPC and twenty five (23)
percent to CONOCQ.

Gas for export vutside the ARE. :

a} Sixty-seven and one half (67'/,) percent to EGPC and
thirty-two and one half (3214) percent to CONQCO when
production is less than one point twenty-five (1.25) billioo
cuhic feet of Gas par day (BCFGPD).

b) Seventy (70} percent to EGPC and thwty (M) peroent
to CONQOCO when producticn reaches one point twenty
five (1.25) billon cubic feet of Gas per day (BCFGPD)
O 1INOrd,
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Jower vrodauction sharing

In the event Gas production falk below the one point
twenty-five (1.23) billon cubic feet per day level, the
percentages will apply unul
the Gas production again rearhes the one point twenly-
five alhon cubic feet per day level.

{c) (1) For the purposes uf (cternuning the value of the quantity

of Cost Recovery Fetuleum to which CONOCO 1
entitled hereunder during each calendar semester, the
weighted arverapge price realized in freely convertible’ cur-
rency, frorn F.OB. paimt of export sales by either EGPC
or CONOCOQ under all Crude Oil or Gas, as the case may
be, sales contracts currenthy in effect {whichever s lngher)
but exclading Petroleum sales contracls iﬁvnlving barter,
to non-Afiiliated Compunies during such semester, shall

be used. Tt iz understond that in the case of CLF. sales,
appropriats deductinns shall be made fof transport and

1
insurance charges to calculate the’ price F.O.B.l-: point of

export.

() If during any calendar semester. there are no such sales

by EGPC or CONOCOC under Crude Oi} or Gas, as the

case may be, sales contracts currently in effect, EGPC

and CONOCO shall meet and mutually agree on th:‘

price of the Crude Oil or Gas to be wed in determining

the value mentioned in sub-paragraph (r.j (I) above. Pend- |

ing such mutual agreement, the price(s) used shall be the
price(s) of the preceding semester and appropriate adjust-
ment will be made thereto afier determination of mutually
agreed price(s) by EGPC and CONOCO.

(3) For Liquefied Gas CONOCOQ, upon EGPC's request, shall

endeavour o ®ill EGPC’s share at the best possible price
and shall pay o EGPC an amount representative of the

proceeds of such sales less a reasonable percentage repre-
senting marketing fees and expenses.

|
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(d) SODOCQO shall i:upm (not less than ninety (90) days prior ! LT e e (Boob e o kel El::‘all A (.;}
i ! | Ft A

to the beginning of each calendar semester following regular
production) and shall furnish in writing w CONOCO and
EGPC a forecast setting out the total quantity of Petroleum
that SODOCO estimates can be produced, saved and wan
sported” hereunder during such calendar semester in accor-
dance with good oil industry practice. SODCCO shall en-
deavour to produce each calendar semester the forecast 'quzm-
tity. The Petrolkewn shaill be metered or otherwise measured
for royalty, and for all other purposes required by this Agree-

ment.

(¢] CONOCO shall hawe t.iu: rght and the obligation to separa-
tely take and export currentiy all of the Petroleum to which
it is entitled as is determined in accordance with sub-paragraphs
(a) and (b) of this Artick. Subject to payment of sums due
to EGPC under Article VII (a) (2)-

CONOCO shall have the right to retain abroad all funds |

acquired by it abroad including the proceeds from the sale of |
exported Fetroleum.

ARTICLE VIII
TITLE TO ASSETS*

(¢} EGPC shall become dhe awner of all assets acguired and owned

by CONOCQ in conmnection with the operations carmied out ]j

by CONOCO or SODOCO in accordance with the following :

{t) Land shall become the prupcrq, of EGPC as soon as it
is purchased.

(2) Without prejudice to the provisions of Article IX here-
under, title to fixed and movable assets shal be trans-
ferred automatically fromm CONOCO to EGPC at the
end of the year in which its total cost has been recovered
by CONOCO in accordance with the provisions of Articie
VII, or in the event of expiration of this Agreement under
its terms and provisions, whichever first oocurs.

The book value of the Assets created during each calendar
qlmtﬂahaUhemmimtadbyGONUCDMEGPGnrb'f
SODOCO to EGPC and CONOCO within thirty (30) day:
of the end of such quarter.

(b) During the term of this Agreement and the renewal period
CONOCO and SODOCO are entitled to the full use in the
 Area,andany otherarea approved by EGPC, of all fixed and
movable smets. CONOCO and EGPC shall not dispase of

_ such assets without the agreement of the other.
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ARTICLE IX (iw\ﬂl:i_ll}
LIQUEFACTION FACILITY ALY
In the event Gas is to be bguefied for export outside the ARE, ‘},_1 e *'!, ( C ¢z CJ *;ijwabl s AT 3

in order to obtain nececssarv financing for the construction of a

Gas Liquefaction Facility, the Parties hereto agree as follows - SiPS I Jl"“ defiliic sy 3o g ot ey 0l

: ,_;_}JIJ;;

(a} EGPC shall obtain its share of the liquefied product at the

outlet of the Liquefaction Facility on the understanding that

all Gas produced under this Agreement, except for Gas re-
quired for internal use for operauons, shall be commatted o

such Gas Liguefaction Faclity inchuding any royalties the
GOVERNMENT elects 1o take in kind. CONOCO shall
indemnify and keep harmless EGPC from any action or proce-
dure against the share of Gas in the Liquefaction Facility 1o
which EGPC will be entitled at any given time.

() The Gas Liquefaction Facility shall be owned by CONOCO,

however, such owmershup shall be gradually transferred to
EGPC as thc costs are recovered accord.mg ta Article VII
htrem 4 '

The ownership of the entire Liquefaction “Faality shall

be automatically and wholly transferred to EGPC  either |

upon the full recovery of its costs by CONOCO m accordance
with Article VII herein, or upon the expiration of the dura-
tion of this Agreement as provided in paragraph (¢) of Article
III herein, or upon the termination of this Agreement under
the Article XXI herein, or when the fiddd(s) 1 -no longer
capable of production for export outside the ARE.

(c) (i)EGPG,ureprmhhvcﬂfthﬂﬂwnmmt,:hﬂlm

&mﬂnﬂamﬂﬂankofﬂgymnrﬁommyotheru
ceptable ARE. bankis) a “Bank Guasanty”, substantially
in accordance with Annex “F" hexto, under which the
Guarantor Bank(s} undertakes to guarantee, as herein
peovided, fifty (50) percent of the financing obtained by
CONOCO for the construction of the Liquefaction Facility.
Such Bamk Guaranty shall be isved in favour of CONO-

CO at the date of signature of the relevant Loan Agree-
mt,uidhﬂhcapphﬂbleonlymth&mttheihw

of Cas 1o the Liquefaction Facility is interrupted due | —

duud]ymmhkﬂﬁowrnmhlm“dcﬁnedm
The total amount of 2id Guaranty and the kiability there-
under shall be reduced automatically each. semester as the
instalments of the loan are due to be paid or as the cosia
ofthequudnc:ionFadlitymremveredmtmthg
provisions of this Agreement, whichever i$ greater.
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(2) In the cvent of an actual mnterruption of the flow of Gas
- to the Liquefaction Facility due directly to an AR.E.

" the Guarantor Bank.

The Guarantor Bank shall be notified of such reduction(s)
by on EGPC/CONQCO, joint written statement setting
forth the amount of the reduction.

Said Guaranty shal! teyrmimate when the cosis of the
Liquefaction Facility are fully recovered, or when the
last instalment of the kan is due to be paid, or when
the fields) i no longer capable of production for export

]

outside the ARE., or upon the termination of thas Agree-
ment under the provisions of either Article ITI or Article
XX1 hereunder, whichever first occurs,

CONOCO shall pay, through EGPC, all fees, charges
and expenses of such Bank Guaranty, and EGPC shall
not bear any of such fees, charges and expenses; it being
undesstood that CONOCO is entitled to recover such fees,

charges and expenses according to paragraph (a) sub (1)
() of Article VII herein.

Gw:rm?:mal act, as heremmafter defined, EDNDCD shall
notify on the same date in writing the Guarauntor Bank,
and EGPC as representative of the GOVERNMENT. In

the event no disagreement exists between CONOCO and
EGPC as wo whether or not the interruption of the flow
of Gas is due directly to an AR.E. Governmental act, the
Guarantor Bank shall pay, as from the date of sich notice,
tc CONQOCO, fifty (50) percent of each loan instdlment(s)
unti! such AR.E. Governmental act has ceased to exist
according to a joint CONOCO | EGPC written notice to

In the cvent of disagreement between CONOCO and
EGPC as to whether or not a particalar interruption of
the flow of Gas 15 due to an AR.E. Governmental act,
EGPC may so notify, with supporting reasons, CONOCO
and the Guarantor Bank. In this event the Guarantor |
Bank shall make no payment(s) to CONOCO as from the
date of the EGPC notice. The dispute shall be submitted
to arbitration in accordance with the provisions of Article
XXII hereunder, In the event the result of the arbitration
is in favowr of CONOCO, the Guarantor Bank shall :

a) Reimburse CONOCO with fifty (30) percent of the
instalements due and paid by the CONOCO under the
refevant Loan Agreement to the Lender(s) (exchiding
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any opbonal prepayment(s) Jas from the date of the

notice given by EGPC until the date the arbitration |

award is filed, or unti! the date the Governumental act
has ceased to exist according te a joint CONOCO -
EGPC written notice to the Guarantor Bank, whichever
date first occurs, plus interest on each payment at the
same rate as the micrest on the loan acerued up to
the date of said Guarantor Bank repayment; and

b) Pay to CONOCO at the due date{s) fifty (50) percent
of each subsequent loan instalinent untl such ARE.
Governmental act has ceased to exist, according to 2
CONQCO - EGPC joint written notice to the Guaran-
tor Bank.

In the event the result of the arbitration is in favour of
EGPC, CONOCO shall reimburse the Guarantor Bank
any amount paid by the Guarantor Bank to CONOCO as
from the date of CONOCO's notice of the interruption
of the flow of Gas until the date of EGPC's notice of
exception plus interest, at the same rate as the interest
on the loan, accrued np to the date of said CONOCO
repayment. ; |

(i1} As soon as the flow of Gas, interrupted as above mention-
ed, is resumed, any nstalments paid by the Guarantor Bank
and not reimbursed and not to be_ reimbursed as above
provided, up to the date of such resumption, shall be re-
covered by EGPC as provided hercinbelow.

As of the date of such resumption, each EGPC and CO-
NOCO shall share the value of the Cost Recovery Gas at-
tributable to Liguefaction Facility costs in proportion to
each EGPC and CONOCO's total unrecovered Lique-
faction Facility costs. |

(iv) An ARE Govermmental act tor the purposes of this
Article means any order, regulation or direction of the
Government of the ARE. or of any subdivisions thereof
whcthﬂp-umulgamdinthcfmuf:hwurod:min;
provided, bowever, that a Governmental act, which defini-
tely results from a forde majeure situation under the pro-
visons of paragraph (b) (2) of Article XXII herennder,
nr_whichﬁmdcfﬂtﬁ:wpmﬁfﬂmnvingofpﬁm-
leum or prevention of loss as provided umder the pro-
visions of Article XI hereunder, shall not be considered
within the meaning of an AR.E. Governmental act

In applying this section (¢} (iv), the Parties agree t..l'nt

good faith and principles of goodwill under the prwmm
of Article XXIIT (k) shall be used as a basis for amy tn-

terpretation of the provisions herein.
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(d) The period of interruption of the flow of Gas to the Lique-

tachon Faciity due to any A.RE. Governmental act shall,
within the purpose of this article, be added to the term
of this Agreement or extension thereof.

() Fifty (50) percent of all interest paid by CONOCO after
the begining of initial commercial production for fimancng
the constructwon of the Liguefaction Facility shall be treated
as Operating Expense and recovered in accordance with the
provisions of Arficle VII herein ; such interest not exceeding
the rate for prime customers plus an additional one (1)
percent over such rate,

Fifty {50} percant of all interest paid by CONOCO for finan-
cing the construction of the Liquefaction Facility prior to the
beginning of Initial Commercial Production shall be accumu-
lated upto such date and then recovered in aomrdann: with
the provisions of Articlke VII herein.

(f} All interest accrued and paid under this Article shall not be
subject to any ARE. Income Taxes whatsoever,

(g) CONQCO shall be liable for any and all damages.incurred as
a result of the fagdure of CONONQC 10 join in the above joint
statements andfor notice ; provided that such falure is duc

to the.sole negligence or nusconduct of CONOCO.

4

ARTICLE X

OFFiCE AND SERVICE OF KOTICE

CONOCO shall maintain an Office in the AR.E. a: which
notices shall be validly served.

CONOCO Representatives shall be entrusted with sufficient
power to carry out and comply with all Jocal written directions
given to them by the GOVERNMENT or its representative under
the teyms of this Agreement or any lawfu] regulations issued or
hercafter 10 be issued which are applicable hercunder aod not in
conflict with this Agrecment.

All notices shall be deemed to be validly served which are left

at CONOCO's offices in the AR.E. or which are sent by regi-
stered maul to

— CONOCGO “during the Exploration period(s) and SODOCO
after Commercial Crude Oil or Ga:D:smwryfuta]lmaum
related to operations ;

— CONOCO for matters other than thas:mhledmopeuﬁnm;
provided that one of its authorized apents has acknowledped
receipt thereof,

!
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Notices under Articdle X1 should be made by an official g L lgdoat s w:il't ,,‘:-'E:JI Aol C;i .l.:i._L 3P4 .L_r.i
legal notice ‘ (r1) o elly Zatb a3l g L i Y O

Cae 4
,_}rJd.,bL:f-Jd".

All matters and notices shall be deemed to be validly served | 4 - 1L i) L Evel Ll ow ot e Yl LB

which arc left at the office of the Charman of EGPC or which l---“.h.ﬂ-“ -LJ' _’Ii "|¢-'-—--L]a,:l-"'l\_rl‘, __E}.._T__..n
are sent to hum by registered mail at EGPC's main office in Cairo s oL "(. .
provided it is proved that he or one of his authorized agents has | 27 M A b3y -f.-""’, £a1dl 3 Aaagt ,._5-{-;“ B Olsa

acknowledged receipt thereof., LAl A5 gl S35 e |
ARTICLE X1 {3 2215010
SAVING OF PETROLEUM AND PREVENTION OF LOSS 2t ey Ja i e 20

(@) SODOCO shall take all proper measares, according to 1P RETIRS A KPR oK 1% |y-1_r‘ (1)
m’:ﬂ;‘w@"fﬂ E:MP in use in the :’i 1':'"”? : Jj A2 el 3, d ke § aadly Ll Adue il
reven or vaste of Petroleum above or under the Ln
.P . — : _gﬂ} I&-‘JI&WJH*CL:J# ‘U"IMLJ;‘i
in any form during drilling, produang, gathering and

distributing or sworage operations.  The GOVERNMENT *-:"\'J‘-J 27 s ,:»Jb oty PUW, SIS

has the right to prevent any operation on any well that u...,.r"n.,-‘l Je o NI IR\ N -».L-F-u'icﬁ ‘1L.! -
it might reasopably expect would result in loss or damage | | gls _,i Ry PA Jdl 3% s J.:L_.H ...u.uir, 4._,:....
to the well or the Petroleum fisld. C derd Jak 4l M

() Upon completion of the driling of a productive well | 3 cyy wov &0 L i 4 e JElae f
SODOCO); shall inform the GOVERNMENT or its repre- S il Sy paF e e Sl (O

sentative of the time when the well will be tested and ihe . ‘i’_-!-'-;ld-tu,h_'_.-* 4___,:.E:--u:ﬂ_;., j,liJl_—’i-UPrch:i
production rate ascertained.

() Except m instances where multiple mg formations in - = Lalassh 1 S Y VIR !
the same well @an only be produced economically through | JMC e B ‘:!_‘-’F:— ‘;I_""J E (C)
a single tubing string, Petroleum shall ot be produced from | 3¢+l Jlieb Wl 7 D3 g daae oo L S
multiple Petroleum bearing zones through one string of tubing ik o Jaad E..'l':l FYPLVF PR 1 | U
at the same time, cxcept with the prnor approval of the . \ : I- ] -"'I,..' ,
GOVERNMENT or its representative. Q-'_}l.!..?_-"_} lt}‘#;-’yﬁdlﬁ-‘k Jaorl el 53020

AT SA PP R VS PR H VR P W R NS S P

(d) SODOCO shall record data regardimg the quantity of | ¢ ol L i
Petroloum and water produced monthly frem cach deve- | L.l_,d-u-n ‘JL{I - J""—‘d;ﬁ)" ( )
lopment lease. Such data shall be sent w the GOVERN- | 3 SHUIEbLNeds Jousy L8 kio J ook pri o
MENT or its representative on the special forms provided | ioz 43, o 3l1ddiadlielll LY Jo s
for that purpose within thirty (30} days after it s obtained. L
Daily or weekly statistics regarding the production from the LL“ +1a g}"’ ‘-}J"J“ tJl ot by (f ) ‘--""'jlt
Area shall be available at all reasomable times for coami- | CL‘"“' 1.1 **“:—"ﬂ o Ly Al i LY

nation by authorized representatives of the GOVERNMENT. | 0saad) SByV o Bl Wohao} Coomd A
. Lyﬂ-wﬂif‘.
(¢) Daily drilling records and the graphuc logs of wells must show - |, 3, i} o0 Ly daudl SEUS &ﬁﬁ‘w ()

theq'lnntityandtypanfcmtandtheamuuntnf;mynthcr' - I .4,..1___!
mmhundmthtwnfurthepmnfm,,g J&Jt—-f&‘&!')‘* L}’d.&_;uﬂJaJ

Petroleum, Gas bearing or fresh water strata. Any change ‘LJJJ‘J' .._,h.UI h'l--al_;\-“g-\‘,a—n._cfi-al- 4..1

of mechanical conditions of any well after its completion | I 3 Ad iy . Wl GLL ‘ oA S0 Pl A
should be sibject to the Govermment authorization, _uﬂ.\wb; LJ_S; L,T.__,c‘. c[S:_L.__,.., J‘jAS:JK.H
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(a) EGPC, CONOCO, SODOCO and their contractors and |

(b)

(<)

ARTICLE XII

COSTOMS EXEMPTIONS

sub-contractors engaged in carrying on operations under this
Agrcement shall be permitted to import, and shall be
owmpted from astorns duties, with respect to the importa-
ton of machinery, cquipment, wehicles, materials, supplhes,
consumable items and movable property, when cerified by
a responsible representative of EGPC, o be used solely in
carrying on operations under this Agreement

Jach expatriate employee of CONOCO and SODOCO, and.

the said contractors and sub-contractors shall be permitted
to import and shall be exempt from all customs duties with
respect to the reasonable importation of household goods,
itmes and personal effects including one automobile
provided, however, that such properties are imported for the
sole use of the employee and ks family and provided, further,
that no such property imported by the employee shall be
resold by him. in-the ARE. except in accordance with
GG\FERNMENT regulations. ;
The exemption provided in (2) of this Article shall not apply
to any imported iterns when items of the same, or substa-
ntially the mme, kind and quality are manufactured Jocally
and arc available for purchase and timely delivery n the
ARE. at a price not higher than ten (10) percent more than
the cost of the imported item before customs duties, but after
transportation and inmrance costs have been zdded.

I

()

(¢)

Any of the items imported into the AR.E. either exempt or
non-exerapt from cusioms duties, taxes or imposts under this
ﬁrﬁcknﬂfherpormdbylthplrtyatmym
without the payment of any export duty or impost

Used but serviccable material, equipment and goods n::u]tmg

" from operations Bereunder may be sold within the ARE.

provided that the purchasers pay the applicable customs
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(e)

(A}

(i) CONOCO and EGPC shall be exempted from any duty,

(7)

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(@)

Material, equipment and goods so damaged or used as mbcl
non-serviceabl: and which are classified by CONOCO or
SQODOCO as scrap or junk (any such CONOCO appraisal
being subject to EGPC approval and any such SODOCO I

appraisal being subject to EGPC and CONOCO approval)
may be sold as scrap or punked without payment of custogns

duties, taxes, or mposts.

In the event of such sle under sub-paragraph (¢) and {f} }
above, the proceeds from such sales shall be divided in the

foliowing manner :

CONOCO shall be entitlted to reimbursement  of its
unrecovered cost, if any, in such material or equipmgnt and
the excess, if any, shall be paid to EGPC. )

“Customs Duties™, as wused herein, shall nclude all duties,
taxes, or imposts (except those charges paid for actual
services rendered}, which are payable as a result '.*pf the
importation of the item or items under consideration.

x, fee or any otiexr financial impost in respect of the
export of Petoleum hereunder (except charges paxd for I

actuzl -services rendered).

At a reasonable tame prior 1o the commencement of com-
mercial production, EGPC and CONOCO shall meet and
agree upon a peocedure for scheduling tanker liftings from
the agreed upon point of export. Both EGPC and
CONOCO shall co-operate in developing in advance tanker
scheduling to prevent curtailment of production operations
due to failure to hit |

ARTICLE XIII

EGPC, CONOCO and SODOCO shail cach maintain at
their business offices m the AR.E books of accounts, in
accordance with the Accounting Procedure in Annex “E" and
accepted accounting practices generally used i the petro-
lewrn industry, and such other books and records as may be |
necessary to show the work performed under this Agrecroent,
including the amount and value of all Petroleum produced
and saved heveunder, -

CONOCO and SODOCO shall keep their books of acoounts
and accounting records in United States Dollars.

SONOCO shall fumish to the GOVERNMENT or its
represeptative  monthly returns showing the amount of |
Petroleum produced and saved. hereunder. Such  returns
Mhpﬂl-tﬁdinthnformrﬁquimdbyth:mw.
MBNT or j§ representative and shall be signed by the
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Genera]l 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 after
the end of the month covered in the return.

The aforesaid books of acoounts and other books and records
referred to above shall be available at all reasonable times for
inspection by dulvy authorized representatives of the GOVERN.-
MENT.

CONOCO shall submit o EGPC a Profit and Loss Statement
for the Calendar Year not later than March I35 of the following

year to show its net profit or loss from the Petroleum operations
under this Agreement for such year.

CONOCO shall at the same time submit a year-end Balance
Sheet for the same Calendar Year to EGPC.

ARTICLE X1V

RECORDS, REPORTS AND INSPECTION

CONQCO and/or SODOCO shall prepare and, at all times
while this Agreement 15 in foree, maintain accurate and current
records of its operanons in the Area hereunder. COXNOCO
and/or SODOCQ shall furnish the GOVERNMENT or its
representative, o conformity with apphcable regulutions or as

the GOVERNMENT or its representative may reasonably re-
quire, informatien and data ooncerming its operations under

this Agreement,

CONOCO andfor SODOCO shall save and keep for a rea-
sonable period of time a representative portion of each sample
of cores and cuttings taken from drilbng 1-&:[!:-:, to be disposed
of or forwarded to the GOVERNMENT or its representative
in the manner directed by the GOVERNMENT. All samples
acquired by CONOCO and/or SODOCO for its own purpo-
ses shall be considered available for inspection a1l any reaso-

nable time by the GOVERNMENT or its representative, Anjr.

such samples which CONOCO or S0DOCQO has kept for a
period of twelve (12} months without receipt of instructions to
forward them to the GOVERNMENT or its representative

| or elsewhere may be disposed of by CONOCO or SODOCO

(<}

at its discretion.

Unless otherwise agreed by EGPC, in case of exporting any
rock samples outside the AR.E, samples equivalent in size
and quality shall, before such exportation, be delivered to
EGPC as representative of the GOVERNMENT.
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- {d) Originals of technical data records can only be exported with.

the permission of EGPC; provided, however, that magnetic
tapes and any other data which must be processed or analy-
zed outside the AR E. may be exported if a monitor or a
comparable record copy is maintained in the AR.E. and pro-
vided that such exports shall be repatriated to the ARE. on
the understanding that they belong to EGPC.

Dwring the period CONOCO s conducting the Exploration
operations, CONOCQ shall permit EGPC through EGPC's
duly authorized representative or employee to have full and
comuplete accsess to the Area at all reasonable times with
the right to observe the operations being conducted and to
inspect all asscts, records and data kept by CONOCO. EGPC’s
representative in exercising its rights under the preceding sen-

(e)

tence of this paragraph (e} shall take care that operations are
not hindered or dehiyed. CONOCO shall provide EGPC with
copics of any and all data (ncluding, but not limited to, geo-
logical and geophysical reports, logs and well surveys), informa-
tion and interpretation of such data and information in CONO.
CO’s possession.  All such data and information shail be stri-
ctly confidential and shall not be devulged by EGPG except
to Afhimted Comnpanies, or by the GOVER"NMENT, without

the consent of CONOCO while this Agreement, remains in force. |

However, for the purpose of obtainirig new of fers, the G-
VERNMENT may show any other party grophysical data

(but well logs only by mutual agreement) with respect 1o the
area adjacent to- the area of such new offer.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONOG{JshaﬂmtirdyandmlelyhcmpnﬁbI:inlawto?nrds
third parties for any damage caused by CONOCO’s Exploration
operations and shall indemnify the GOVERNMENT agamnst all
damgufurwhichitmybebddliableunmuntofanym
operatioms. GOVERNMENT shall give notice to CONOGO of any
clam or ocourrence in respect of which they propose to invoke the
prmiﬁnnsdhﬂmnitymdshlﬂgimcﬂﬂﬂmthgupwmty
0 iovestigate, repudiate or otherwise deal with any matters that
may arise from such a claim.

ARTICLE XVI
PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall

hzwammﬂtﬁrummedbythhhywmtandmﬂum_
tons conducted thercon.  Such representatives may examipe the
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baoks, registers and records of EGPC, CONOCO and SODOCO and
make a reasonable number of surveys, drawings and tests for the
purpose of enforcing this Agreement.  lhey shall, for much purposes,
be entitled to make reasonable use of the machinery and Istrumernts
of CONOCO or SODOCO taking care that no danger or impedi-
ment to the operations hereunder shall arise directly or indirectly

com such use. The GOVERNMENT indemnifies and shall re-
burse CONOCO or SODOCO for any loss or damage which
may in fact resuit from any such use of said machinery and instru-
ments.

Such representatives shall be gven reasonable  asstance
none of their activities shall endanger or hinder the safety or efficie-
ncy of the operations. CONOCO or SODOCO shall offer such
representatives all privileges and facilities accorded to its own em-
ployees in the field and shall provide them, free of charge, the use
of reasonable office space and of adequately furnished housing
while they are in the field for the purpose of facilitating the objec-
ves of this Article. Any and all information obtained by the
GOVERNMENT or its representatives hereunder shall be kept con-
fidential with respect to the Area and shall not be disclosed during

the term of this Agreement without the prior writien consent of
EGPC and CONQOCO.

.. ARTICLE XV11 X

EMPLOYMENT RIGHT AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC and CONOCO that operations

hereunder be conducted in an efficient manner.

(1) The expatriate administrative, professional and technical

personnel employed by GONOCO or SODOCO and the
personue] of its contractors for the conduct of the opera-
tions hereunder, shall be granted the special residence as
provided under paragraph “E” of Article 18 of Law No.
89 of 1960 as now amended and the work permit for aliens
as provided for in Ministerial Order No. 9 of 1963 as now

amended without prejudice to the A.R.E. laws and regula-
tions relating to public pobcy or public secunty.

@) A minimum of twenty-five (25) percent of the combined
salaries and wages of the expatriate administrative, profes-
sional and technical personnel employed by CONOCO
or SODOCCO shall be paid in Egyptian Currency and the
balance may be paid abroad monthly in foreign cumency
by CONOCO or by SODOCO I.lum_xghits:ﬁmunt as pro-
vided under Article VI (d) hereof. At the end of his
employment contract, such personnel shall have the right

—
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w remit abroad in US. Dollars or other currencies the

unused portion of Egyptian Currency in excess of twenty-

trve (25) percent of such personnel’s salary.

() CONOCO and SODOCO shall each select its employees, and

determine the number thereof, to be used for opcratons here-
under.

(¢} SODOCO shall, after consultation with EGPC, prepare :md
carry out specialized training programs for all of its ARE.
employees engaged in operations hereunder wath respect (o
applicable aspects of the petroleum industry.

CONOCO and SODOCO will undertake to replace gradually
their non-executive cxpatriate staffs by gualified nationals as
they are available

() During the period when CONOCQ is conducting Exploration, |

CONOCOQ shall co-operate with EGPC in preparing programs
which will give mutually agreed numbers of EGPC emp.ovees an
opportunity to atiend and participate in CONOCO and CONO-
CO affiliate training programs relating to ali aspects of Petro-
leum operations.

ARTICLE XVIII

LAWS AND REGULATIONS

(a) CONOCO and SODOCO shall be bound by the regulations
issued for the implementation of Law No. 66 of 153 (excluding
Article 37 thereof) as amended by Law No. 86 of 1956, but
including the regulations for the safe and efficient performance
of operations carried out for the execution of this Agresment
and for the conservation of the Petroleum resources of the
AR E. provided that no regulation, modification or irterpreta-
.tion thereof shall be contrary to or inconsistent with the pro-
visions of this Agreement. |

(b) EGPG, CONOCO and SODOCO shall be exemnpted from
aﬂu:ﬂ,cxwplupmﬁdedinmklllpﬂmph(g} for
Income Taxes, with respect to the extracting, produang, traa-
sporting and selling of Petroleum herennder. CONOCO and

SODOCO shall also be exempted from any tax on capital or
amsets.

(¢} The rights and obligations of EGPC and CONOCO under,
and for the effective term of, this Agreement shall be governed
by and in accordance with the provisions of this Agreement and
ununlyb::ltmu]nrammdedbythemumﬂapummtof
the said contracting Parties. - :

\d) Thie contractors and sub-contractors of CONOCO and SODO-
CO shall be subject to the special provisions of this Agresment
which affect them, and they shall alo be bound by all regula-
tions which . : duly issued by the GOVERNMENT from time
to time.

{
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(c)

(@)

(a)

ARTICLE XIX

RIGHT OF REQUISITION

In case of national emergency due to war or immunent expecta-
tion of war cr internal causes, the GOVERNMENT may re-
quisitton all or a part of the production from the Area obtained
herennder and require SODQCO to increase sach production
to the utmost passible maximum. The GOVERNMENT may
also requisition the Petroleum fiekd itself, and, if pecessary,
related facihties.

In all cases, such requisition shall not be effected except after
mviting EGPC and CONOCO or their representative by re-

gistered letter, with acknowledgement of receipt, to express
their views with respect to such requisition.

The requisition of production shall be effected by Ministerial
Order. Any requisition of the Petroleum field itself, or any
related facalities, shall be cffected by a Presidential Decree duly
wotified to EGPC and CONOCO.

In the event of any requisition as provided above, the GO-
VERNMENT shall indeminfy in full EGPC and CONOCO for
the period during which the requisition is maintaiped, including :

(1) all damages which result from such requisition, and

(2) full payment each month for the value of all Petruleum
extracted by the GOVERNMENT less the royalty share
of such Petroleum, and

(3) other cbligations of CONOCQO and EGPC hereunder.

However, any damage resulting from enexny attack is not within
the meaning of this sub-paragraph (d). Payment hereunder
shall be made to CONOC in U.S. Dollars remittable abroad.
The prices paid to CONOCO for Petroleum taken shall be

calculated in accordance with Article VII paragraph (c).

ARTICLE XX

ASSIGNMENT

Neither EGPC nor CONOCO may assign to a person, firm
or corporation not a Party hereto, in whole or in part, any
of its rights, privileges, duties or obligations under this
Agreement without the written consent of the COVERNMENT
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(5)

(}

(a)

vy

2s per paragraph {}) below. However, EGPC and CONOCO
shall each be free to assign its rights, privileges, duties and
obligations under this Agreement 10 an Affikated Company
or to each other; provided that the assignee shall be as
qualified as the assignor with respect to its techpical and
financial competence.

InthcmtﬂntEGPUanONf}COﬁshutuﬂsign,
In whole or in part, any of its rights, privileges, dutics or
obligations hereunder as aforesaid, the written consent thereto
of the GOVERNMENT shall not be arbitrarily withheld.
To enable consideration to be given to any request. for such
consent, the following conditions must be fulfilled -

(1) The obligations of the amignor deriving from this Agree-
ment must have been duly fulfilled as of the date such
request is made ;

(2} The proposed asqgnee or assignees must produce reasonable

evidence to the GOVERNMENT of its or their financial
and technical competence ;

(3) The instrument of assignment must include provision
stating precmc-ly that the assignee is bound by all covenants
contained in this Agrcernent and any modifications or
addiﬁnminwﬁﬁngt}:atupm:uchthmmyh}tbm
made. A draft of such instrument of assignment shall be
submitted MMGOVERNMENTfurrwiaw:ndnpptma]
beforc being formally exscuted.

Every executed and delivered instrument of assignment
:nigningmyofﬂnﬁ;hh,jxiﬁhgu,duﬁumobﬁpﬁm
hereunder of EGPC andfor CONOCO, shall be subsmitted
mﬂrGOVERNHEHTwithintbirtyﬁﬁ)dapafur&
GOVERMNTammtbeaﬁgmntfwmﬁmmh
its registers,

Any asignment made pursuant to the provisions of this Articke
shaﬂhelfrunfmyuandummhmdmmthmgunriﬁu

ARTICLE X1

BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERNMENT shall have the right to cancel this
ﬁgrmcntbymdtrurﬁuidcnﬁaldmﬁthrmpmm
CONOCO, in the following istances

(1) If it knowingly has submitted any false statements o the
GOVERNMENT which were a material consideration for
the execution of this Agreement ;
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(2) It it assigns any interest hercunder contrary o the pro-
visions of Article XX hereof ;

(3) It it is adjudicated bankrupt by a court of competent
jurisddiction ;

(4) If it does not mmply’with any final decision reached

~as a result of court proceedings conducted under Article
XXII1 paragraph (a) hereunder ;

{(0) It it intentionally extracts any mineral other than Petro-
leum not authorized by this Agreement or without the
authority of the GOVERNMENT except such extractions
as may be unavoidable as the result of operations conducted
hercunder in acoordance with aceepted petrolenm industry
practice and which shal? be rotified to the GOVERNMENT

Or IS representative as soen as possible ;
and

(6) Il it commits any material breach of this Agreement or
of the provisions of Law No. 66 of 1953, as amended by

Law No. 86 of 1956, which do not expressly contradict ]

the provisions of this Agreement.

Such cancellation shall take place without prejudice o a;w-

rignts which may have accrued to the GOVERNMENT against
CIZNOCO in accordance with the provisions of this Agreement;
and, m the cvent any of the aforesaid causes invoive CONO.
CO, CONOCO shall have the right o remove all its personal

property from the Area or any lease cancelled hereunder after
scttling all claims due the GOVERNMENT.

(b) I the GOVERNMENT deems that one of the aforesaid
causes (other than a force majeure cause referred to in Article
XXII hereof) exists o cancel this Agreement, the GOVERN-
MENT shall give OONQCO ninety {(90) days written notice
served to CONOCO's authorired representative in the legally
official manner and receipt of which is acknowledged by him
nrbyhislegalagenh,mrtrmdylnd remove such cause,
butiffuran]rmmnmchmric:isimposibkdu:tn
unnotified change of address, publication in the Official
Journal of the GOVERNMENT of such notice shail be con-

sidered as validly served. Ifat the end of said ninety (90) days

nnﬁﬂepcriodmchnuuhnnmbhmremadiednndmmomd,l

thhﬁgremmtwilhmmmﬂom may be canceiled
Ferthwith by order or presidential Decree as aforesaid
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(a} The nom-performance or delay in performance by EGPC and |

(e}

(@)

ARTICLE XXI1I

FORCE MAJEURE

CONOCO, or cither of them, of any obligation under this
Agreement shall be excused if and to the extent that such nen-
The period

of any such non-performance or delay, together with such

performance or delay is caused by force Majeure.

period as may be necessary for the restoration of any damage
done during such delay, shall be added to the tme given in
this Agreement for the performance of such obligation and
for the perfonnance of any obligation dependsnt thereon and
o the term of this Agreement, but only with respect to the
block or blocks affected,

“Force Majeure”, within the meaning of this Article XXII,
shall be :

(1} any order, regulauon or direction of the GOVERNMENT
of the ARAB REPUBLIC OF EGYPT or the UNITED

STATES GGVERNME"T with respect 10 CDNCILO
whether prmnulgatcd in the form of law or otherwise ;

(2) any act of God, insurrection, riot, war, strike, and other
labor disturbances, fires, floods or any other cauwse not due
w0 the fault or negligence of EGPC or CONOCO or cither
of them, whether or not similar to the foregoing, provided

that any such cause s beyond the reasonable control of |

EGPC and CONOCO, or cither of them.

Without prejudice to the above and except as may bcI

otherwie provided for herein, the GOVERNMENT shall
mcwr no responsibility whatssever to EGPC and CONOCO,
or either of them, for any damages, restrictions or loss arising
in consequence of such case of Force Majeure, except a Force
Majeure caused by the order, regulation or direction of the
COVERNMENT of the ARAB REPUBLIC OF EGYPT.

If the Forca Majeure event occurs during the initial Explo-
ration period or any successive Exploration pcrin;d and conti-
nues in effect for a perrod of two (2) years, CONOCO shali
have the option upon nipety (90) days prior written notice
o EGPC t terminate its obligations hereunder without
further Bability of any kind, and, if still in force, the Guaranty
contained in Aomex “C* hereto shall be automatically cancelled
and EGPC shall o notify the Bank to release the Guaranty.
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(2)

- ®)

(d)

WYL L wb Yy (C_B‘)Y* 2l - A )i Sy 2d

el

ARTICLE XXII1

DISPUOTES AND ARBITRATION

Any dispute arising between the GOVERNMENT and the
Parties with respect to the interpretation, application or
execution of this Agreement, shall be referred to the jurisdiction
of the approprate AR.E. Courts. ‘

Any dispute arising between CONOCO and EGPC in con-
nection with the present Agreement shall be finally settied
by arbitration. The arbitration shall be held at Stockholm,
Sweden, and conducted in accordance with the Rules of
Concibation and Arhitration of the International Chamber of
Commerce. In the event no applicable provision are con-
tained in such Rules, the Arbitrators shall establish their own
procedures. _
The arbitration shall be mitiated by either party giving notice
to the other party that it elects to refer the dispute to arbitra-
tion and that such party (bereinafer referred to as the First
Party) has appointed an Arbitrator who shall be identified
in said notice. The other pa.rt}r herenafter referred to as
the Second Parny), within fifteen (13} days, shall notify Fust

’ Party in mung, identifying the Arbitrator that it hos selecred.

|

If the Secand Party does not appoint its Arbitrator as afore-

said, the First Party shall have the right to apply to the Court
of Arbitration of the Intemational Chamber of Commerce to
The two Arbitrators shall
within thirty (30) days, sedect 2 third Arbitrator, failing which
the third Arbitrator shall be appointed by the Court of

Arbitration of. the Interpational Chamber of Commerce at the
request of either. party,

appcint a second arhitratn:.lr.

The third Arbitrator must be 2 citizen ¢ 2 country other
than the ARE. or the T.SA, and, 2 country which has
diplomate relations with the ARE. and the USA, and
shall have no economic interest in the oil business of the AR F,
or the USA nor the signatories heretn.

The Parties shall extend to the arbitration board all facilities
(including access to the petroleum wperation) for obtaining
myinfmﬁnnmqnmedfordnpmperdmcmﬁmﬁmof

the dispute. The absence or default of any Party to the

arbitration shall pot be permitted to prevent or hinder the
arbitration procedure in any or all of its stages.
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(£} Mﬁng the decision or award, the operations or activities J,.x,.od-rsfn:ligﬁlw‘ﬂm‘jl,‘@@aﬂ it g YJ (J)
which have given rise to the arbitration need not be dis- e T -
continued. In the event the decision or award recognizes f’"‘ Jl—’. SY de a5 q"’m 2] tu?:’-"‘ﬁ-"
that the complaint was justificd, provision may be made | ﬁL&@ﬁ&T_},ﬁ#\j.hjﬂj SAY -4 %
m fn;fmﬂ rl:pa.rafiun as may appropriately be made L tu , _,.'a.“
complainant.

(h) Judgement in the award rendered may be entered in any | ¢ dllad L_‘i,...:,b‘iﬂiJ Jl oL ;.]_1 f._u; hye- (C)
Court having jurisdiction or applcation may be made to . o ) Ty -
such Court for a judicial acceptance of the award and an J"i“'l-’lfl"’(_gaﬂg’d-"'j"‘& l‘l'.'“' f'uf- ‘-J J-”‘f_F

order of enforcement, as the case may be . J\y—‘ﬂ\-l.:.n.‘.ii' L..rdﬂ:}ji.:l.:i‘ifvwi

() The Parties desire that, wherever appropriate, decisions and | Aol fs:,-‘g\ y SLLA Jasd ol 3 LY e (&)

awards shall specify a ume for comphance therewith. R L0 S5 W abatic | Jaal] foas

() The provisions of this Agreement relating to arbitration | 4 s ¢ AW TN r.fwdgbuilw_,,aﬂlrﬁ (15)
shall continue in force notwithstanding the termination of I v A1 Ll o 1\
this Agreement. -

(k) PRINCIPLES OF GODDVLILLA- The signztoriﬂ: base :_1?; r,:\;j; Bl ads o Oy bl - i e ola ()
relations with respect to this Agreement on princip M. _—_ - .
of goodwill and good faith. Taking into account their i - ¢ Aol A3ey Ll o u-‘t Jo ¢ a2 S
different nationalitics, this Agreement for such arbitration ;_il,.;"ﬂ'; oA O ¢ .,_i'IJL';ﬂ .;,I:__y:. Yy ' 1:_,__.“,_}
_shall be given effect and shall be interpreted and applied | . ° . ' Le e g
in conformity with principles of low commen to the AR.E. L, ¢ "_i":nu‘d" o ¢ d‘hi-’-f"'q"{ Lﬂl"-"'—:..
anud the Onited States of America and, in the absence of | “aacil ..:..ly_'ﬂ_,"_, ( LP._ ¢ C) 3 ;S/__;..',',H tzi_,;liﬂ L_z;,:l:.ﬂ

such common principles, then in conformity with the princi- 245 Ol m|3 U s Syry de By S:.V-"Nl
T e mY -

ples of law ncomally rerognized by civilized notions g o | Sy B
general, including those which have been applied by Interna- Lodatl 1-'1\;;1‘:\6 syl Lyl ool e, 2

tional Tribunal ALl U 3 Gl 25 5 e ¢ Ly
ARTICLE XXIV ( Qaal, il )
STATUS OF PARTIES SLE W Gyl oo

(a) Without prejudice to paragraph (b} hereinbelow the rights, .,:_.l,?_-\_,_: (3 pl- bu i-lhﬂT(l.fl);JwL_ dﬂ;-?‘ r-b-c.o (])
duties, obligations and Liabilities in respect of EGPC and L_ih:’}'h-u 'ifj_ﬁfj I.ujllc;l:t‘,bu_’c;l-iﬁb

GDNE}COhmnd:r:haﬂbcsemﬂmdmtjuinturml- _ AR v s e
fective, it being understood that this Agreement shall not d‘f-"‘“ U‘-"‘f‘r.-"*fl‘“ "“"'."-?4”'“"“" IJ.’s:'

b comstrued as constituting an asociation of corporation of § o3 deay el ge w0l 5p2 Y WY ol
partnership. e Sl ] et

(b) CONOCO shall be _ﬁable to EGPC _:d GOVERNMH';: CJLW‘E‘&MJUJL&\JJWP}}I&_&?, (<)
for any :hllglhﬂmmcnnnectmnm or related to | i:ﬂh"ﬂol.-‘_}-ﬂ_,‘]m_:;

(@) CONOCO shall be subject to the laws of the Sate of De- | ¢iss ANlaedloby b, DhoaNschilsd 565 mas ()
ware, USA. segarding e legol satus o creation, oo | i ¢ Lputiss sl lput o] 518 WS la 6 23,

madon, chasr = e diog and P |1 Sigiy Ul oy pedy £ 1LY L2 sk
:’:iiob: mguﬁ:b;i: . ARE and shall not be offered | 9% Y o 3 Vel 5 dl o prels

for public subscription. GONOCO sl be exempied. from 3 (f - - ) B (WISES Mlge i 1yt 3,y Uyt
the application of Law No. 26 of 1354, as amended. . &ohAS s 140t Bud ¥ 3y O e e S8
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ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MANUFACTURED MATERIAL

CONQCO or SODOCO, as the case may be, and their con-
tractors shall :

(¢) Give priority to local contractors as long as their prices and
performance are comparable with international prices and
performance.  CONQQQ and SODOCO  shall, however,
subject to the preceding sentence, be exemipted from the pro-
visions of Presidential Decree No, 1203 of 1961, as amen-

ded.

{b) Give preference to locally manufactured matenals, equip-
ment, machinery aml consumables so long as their qualty
and time of delivery are erpual to internationally available
materials, equipment, machinery and consumables. However,
such materials, equipment, ruachinery and consumables may
be imported for operations conducted hercunder if the local
price of such items at CONOCO's or SODOCQO's operating
base in the A.R.E. is more than ten {10) percent higher than
the price of such imported items before customs duties, but
after tramsportation and insurance costs have been added.

it
.

ARTICLE XX\'1

ARARBIC TEXT

The Arabic version of this Agreement shall before the Courts
of the ARE. be referred to in construing or interpreting this
Agreement ; provided, however, that in any arbitration pursmant
to Article XXIIT hereabove between EGPC and CONOCO, the
English version shall also be wsed to construe or interpret this

Agreement.
ARTICLE XXV1I

GENERAL

The headings or titles to each of the Articles in this Agreement
are solely for the convenience of the Parties hereto and shall not
be used with respect to the interpretation or construction of sad
Articles.

ARTICLE XXVII]
APPROVAL OF THE AR.E. GOVERNMENT
This Agreement shall not be binding upon any of Partics hereto
unless and until a' law authorizing the Minister of Petroleum and

Mineral Wealth to sign said Agreement and giving Articles 111, IV,

VI, VII, IX, XI1, XTII, XVIL, XVIII, XX, XXI, XXIII, XXTV,
and XXV of this Agreement full force and.effect of law not-
withstanding any oountervailing governmental enactment, s
isp-2d and published in the Official Journal of the ARE.

!
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(e)
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ARTICLE XXIX

PRODUCTION BONUS

CONOCO shall pay to EGPC the sum of onc (1} milkion
US. Dollars as a Production Bonus when total average daily
oroduction is sustained at the rate of fifty thousand (50,000}
barrels per day for a period of sixty (60) comsecutive pro-
ducing days.

CONOCO shall also pay to EGPC the additional swn of
two {2) million 11.5. Doliars a2 a Production Bonus when
otal average daily production is sustained at the ratc of
one hundred and Fifiv thousand (150,000} barrels per dav
for a period of sixty (60) consecutive producing days-

CONOCO shall also pay 1o EGPC the additional sum of
three (3) milbhon U.S. Dollars as a Production Bonus when
tota] average daily production is sustained at the rate of
two hundred and fifty thousand (250,000) barrels per day

for a periad of sixtv ((4)) consecutive produang days.
¥ ¢

It is understood and agreed upon that the sums of bonuses
referred to in (a), (b} and {c} in this Article XXIX shall
also apply in the same way in the event of production of Gas

alone. For the purposes of applying Gas production bonu-
ses, therates of production of Gas shall be those rates equ-
ivalent in value to that of aude oil and the sum of bonus
to be paid o EGPC shall be in conformity therewath.

Both aforesaid Gas and Crude Oil Bonuses shall neither be
recovered nor amortized by CONOCO. In the event of
production of Gas and Qil, each of the above mentioned
bonuses in Paras (a), (b) and {c} shal be paid only onee on
the total of Petroleum produced, and not separately for Ol
and Cas.

ARAB REPUBLIC OF EGYPT

BY -

EGYPTIAN GENERAL PETROLEUM CORFPORATION

B_Y:

CONTINENTAL DELTA OIL COMPANY

BY :
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ANNEX “A” (‘ )‘_‘;nll\
EGPC — CONOCO CONCESSION AGREEMENT , e e e e
BIINDARY DESCRIPTION 233l et S48 - “"""'-’L AR 42
The Area covered by the Concession Agreeraent can be described | : ¥ l*i...p_,f:_ fl_ﬂ\,ﬂ Ul gali 4.;“ aikell
as follows :

It is Jocated in the middle and castern parts of the Nile Delta JlJ(i:&J1}MHJ&.1-j » Ju""}’l"l'.'-':‘f'ljm"ug

(Onshore} and composed of, :;I nr.pﬂl:t r.'af.{:;he ?uﬂd{edf:i::: wa&(i"i )-L-—l_,_,i:h ¢ o (_F.:' PP o 5
(101) Expleation blocks each of which 1s six {5) minufes 61 241 - "
and six {6} minutes of Longitude. ()% o b e g (1) e A
,L:I-I.L_,Ll’-‘;lkjﬂib

|
It is bounded by a line commencing with point “17 at, 5“(\)1]‘&‘1!“::}!’-‘:15-1‘,_;_}
Lat. 0 54 o’ North b | T Y S YO PP
Long. 329 18 o0 East B vy WA T deb ks
Y e . ~
thence south to point 2% at .-Lﬁ('()‘-h- J“:_,a;—d.:‘ﬁ_‘c
Lat. 30 24 00” North p I T B T
. - a B ¥ » .
Long. 3 18 00"  Eam B2 Y A T die b
thence west to poiat 37 at . ‘ s s ( r)-du..[ Jba g
Lat % 24 00"  North j M e vk T e ks
Long. eastern bank of Rosetta branch of River Nile. bj‘: dfﬂ‘ CﬁL | - ".-*'i U'J'l | Jas- é < 'JJl’ ks
S o A5 b -
ﬂﬁn:eahngthc'mlembankufRnﬂ:mbmnchuiRim::rNile tS." MH L"J..,_L“,‘."..“’CJ,U,. ‘jfﬂlﬁt.’:'nd.!}’&’*f_f:
until peoint 4" at : : b(t).],_"
Lat. 3 ¢ 00" North Yic Tyt oi e b
Long. castern bank of Rosetta branch of River Nile, uﬁjfﬂla‘l.mc.gptu:.fnh;. Fi Jb b
Hroipic
thence east to point 757 at :'M(n)iﬁidlﬁﬁ@_‘;
Lat. 3 24" ) ) North i~ T ” ey b
long. | %W 5 Fas 6s e v T bk
thence south to point 6% at :“(1)&“‘&1“‘_&"“’&_;
Lat. 3 12 00"  Norh e Ty e N ep ks
Long. 30* 34 53" East B " g Ter ik ks
ﬂmctusttnpuint”?”at :“(Y)Lﬂd‘“ﬁ‘fi_f:
Lat. 31° 12° oc North YiF ey vy fee Gep hs

Lemg.  SI* 02 26" East B2 ¥ vy v Jb hs
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thence south to pmint 8" at

Lat. are 06” o0 North

Long. 31° 02’ 26" East
thence east to point "3 at

Lat. 31° 06’ + 4 od North

Long. 3 3 02" East
thence south to point 107 at

Lat. 31° 00 ¥ North

Long. 3t* 30 } 7o East
thence east to point *11" at

Lat. 31 o Q07 North

Long. 310 35’ 30 East
thence morth to point “12™ at

Lat 31 06’ 0} 0 North

Long. 31° 35 K, 10 of East
thence rast o poimnt 137 at

Lat. b 31° Y06  00”  Nerh

Long. 32» 174 587 East
thence south to point “14” at

Lat 30 L o oo’ North

Long. 32 02’ 58" East

thence east to point “17, the point of beginming, excluding the
following areas which are previously granted to EGPC. IEGC
and CONOCO during 1973 :

SHIBIN EI. KOM ARE4

Bounded by a line commencing with point “1" described as

follows :
Lat. 30° 047 1 144 North
Long. 30 517 307! Fast

thence north to powt “27 at
Lat. 0" 42

Long. 300 51°

North

R ]

thence cast to point 37 at
Lat. 30¢ 42 00" North

Long. 31° 08’ 0¥ East

p o (A )ikl QUL g a2 ¢
YWy iy Tas ee b
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B vy v oA dak dis
Haic w23y ¢ ulad Tuk :(\)w dlhfm N

o 3 S5 575,55 Aol :s;.m--ﬁh»wéh
D AAYY

: g o ke
:dﬂrﬁﬂy(\)&ﬂk‘ﬁahm&d,
e . gt el
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:A:ﬁ(f)w.dlﬂlcttir:
M S gy e e ks
b2 % oy v J,LJ-;
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.r N -
thence south to pomt “4” at P AL ( t ) aich S l:-’i'-f b {
Lat, 30° 30" - 00 North Y n‘r- o .. e e
Long. e 08’ or’ East E_r:' v A oy Jab ks
thence west 1o point “5" at :“(")wﬁl‘:ﬁ"f&.\‘:
Lat. 30° 30’ 0y Morth pis ﬂi" Y £ s
Long. 300 57 10" East B %o oy A db ks
thence south to point “6™ at “(‘t)wduf*ﬁ_é
Lat. 30° 24 00"  Nonh R S T 72
' = 5 2 ! » .
Long. 30 57 10 East I'.r‘ Ve oY s dJ!’ da>-
thence west along Lat.  3(° 29 0y’ North '-‘J]' J‘ "f’ el
to pomt “17, the point of beginning. ¢ ( ) )Mdl ey, Y e o be
FRRE VNS
MIT GHAMR AREA : J_‘c a Azhaes
Bounded b L : ith point “1"  descnibed as e e
fullnws?: T T Pﬂfﬂ : dw"’"‘.!‘" > (\)ME LL‘:'. -Llf- 030 by

Lat. 30° 36’ o’ North Yie. :D - ,T"! “ :_J‘f' e
Lm:!g. 31% 13 28" East uf: 0 Py 'fﬁ. J_,L Lt

thence north to poi{n “2" at . e (¢ Yaad P YIS 22 .
Lat. 30 43’ 5.2 North | P R o e hi

L-Dﬂg- 31¢ 13f 28" East hf: ﬂ‘-‘ l'\r #‘A d-’tﬂ_h;-

thence east to point “37 at

p A () abidl ] G -l».‘:&_f:

Lat. 300 48’ Lig North E1T I PR SO P
Long. 31° 30 02" Fast A J": ﬁr1 ’Y' ol ' d JL.. L
thence south to point *4” at : #( ¢ )M l._ll. "_H‘ 4.:‘3-‘;1‘:
Lat. 300 42’ v North W ety el e ks
Long. 31° Ky 02" East b | vy Yo "oy Jab b
thence west to point “5” at : M(n)wdlh_’p h&_‘;
Lat, 30° 42° 00 North Y v iy % e ke
Long.  31° 24’ 35" East b ey %t ve  Jb s
thenoe south to point “6” at M(-\)MJ[LF@F
Lat X* 3% 00"  North W v ey T e ks
Long. 31° 24’ 357 East [ P "oy i “veo Jab b
thence west along Lat.  30° 36* o North JJL&L_‘,: -u%r-‘
to point “1%, the point of beginning Lad (V) bl IV Oy, o iy el e

N
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ABU HAMMAD AREA

Bounded by a line commencing with poimt “17 described as
follows :
Lat. 3 3’ 00" North
Long. 3i° 24 15" East
thence east to point “27 at |
Lat. 30° 36° 00~ North
Long. 31 46’ 33" East
thence south to point "3 al
Lat, 30 30° 00" North
Long. 31* 45’ 33 East
thence east to point 47 at
Lat. 3° 30 00 - North
Long. 31° 52 02 East
thence south to point *5" at
| Lat, 3° 24 00  North
Long. 3l "V 02~ East
| I
thence west to point “6" at |
Lat. v 24/ oo’ North -
Long. e 35 2 East
thence north to point “77 at
Lat. o 30 00" North
Long 31° 35’ 27 East
thence west to point “8" at
Lat, 30 30 ) of North
Long. i 24/ 35" E.ast
thence notrth along Long. 31° 2 L East

to point 17, the point of beginning

ISMAILTIA AREA
Bounded by a line commencing with pomt “1 - described as
follows :

Lat. North

East

. 37
ml

o0
58"

S0

Long. K ¥

;b ) Adks

;G By (1 )ikl B ki Sa2

Wi el e T u-a_,-:.ino-
B vy o vio v Jb s

:u[nr)l'a.ﬂldllif:a.fi_r—’
Vi e ey T L,bj.lu'-
R TR Ol (R S S

: ae{p )il Q)L s a2 p
W e v e F
R T O A L

M(i)wdluﬁl‘&_‘;
Y&t uT’i :'f- ,a. L,:Qf_h;-
HC R T BT BT LD o

: ao (o) Ril Uil n ek o

Nier . xp T e ke
6 vy ey Ty dsb s
‘“.("‘)Mdﬂf‘f&_‘;
ﬂ\:} ﬂf. r'ft .r'. L;#JP-_L_;-
ORI (KN VAN &S

yl!‘-:' u]"- "\'. - U:’JF‘L';'
6o vy e v sk ks

s e { A )l )b e 4

‘:".tl|I5 u]"- ff. - gJ:’_;“"—L’-"’

b2 vy vt e Jsb kS
(1) ha JIB 2wy rg v Sobll Ju- J g JeMIeas®
2l s 4

S By ()il g i 3

Yl-‘:: n‘.. #\"'1 .1- L.;’.J'p'h;-
Ga vy T oA A bs
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thence north to point “2" at

Long. - a2’ 8~ East

Lat 30° 42’ 00~ North
Long. i 14/ 0o East

‘thence south to point “4" at
Lat. 30 ¢ 00’ North

Long. 32 14 oo East

thence east to point *5"” at
Lat 3P 36’ o North

Long. west bank of Suez Canal

thence south following Suez Canal to peint “67 at
Lat west bank of Suez Canal
Long. 32° 19 2% East

thence south to point “7° at
Lat. 30* w0 oo~ North

Long. 32 19 277 East

Lat. 30 30 1| o North

Long. iz 0B’ 30" East
thence nerth to point “9” at

Lat. Ly 36’ 00" North

Long. 32¢ 08’ 30” East
mwmahng Lat. 30° 36’ o0 North

to point “1”, the point of beginning
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ANNEX “C"

LETTER OF GUARANTY
Cairo, 19

LITTER OF GUARAN1TY NO.
EGYPTIAN GENERAL PETROLEUM CORPORATION

Gentlemen

The Undersigned, NATIONAL BANK OF EGYPT, Cairo, as
Guarantor, hereby guarantees, to the Egyptian General Petroleum
Corporation (hereinafter referred to as EGPC) to the Limit of four
(4) million dollars in U.S. Currency the perdormance by CONTI-
NENTAL DELTA OIL COMPANY (hereinafrer referred to as
CONOCO} of its obligations required for exploration operations
to spend a minimum of four (4) million U.S. Dollars during the
. wutial three (3) years of the exploration period under Article IV of
that certain Agreement (hercinafter referred to as the “Agreement”)
covering that area described in Annexes “A* and “B™ of said
Agreement, by and between the Arab Republic of Egypt (herein-
after referred to as ARE), EGPC and CONOCOQ dated ... ...

It is understood that this Guaranty and the fiability of the
Guarantor hereunder shall be raduced quarterly during the peried

of expenditure of said four (4) million U.8. Dollars by the amount
of money expended by CONOCO for such exploration operarions
during each such quarter. Each such reduction shall be eszbli-
shed by the joint written statement of EGPC and CONOCO,

In the event of a claim by EGPC of non-performance or sur-
render of the Agreement on the part of CONOCO prior to the
fulfillmen: of said minimum expenditure obligation under Article
IV of the Agreement, there shall be no Lability on the undersigned
Guarantor for payment to EGPC unless and until such Labilicy
has been established by written staement of EGPC setting forth
the amount due under the Agreement.

Iti:afurm:rmndiﬁunu[thislﬂtnrof(}uanntyt}ut:

l.—— This Letter of Guaranty will begome available only provided
that the Guarantor will have been informed in writing by
CONOCOQO and EGPC that the agreement between CONO-
CO, ARE. and EGPC has become effective according to its
terms, and said Guaranty shall become cffective as of the
Effective Date of said Agreement.

2~—This Letter of Guaranty shall, in any event, automatically
expire. ;

a) three (3) years and six (6) months after the date it be-
comes effective or
b]ntmchﬁmnmﬂmtuhlo[ﬂnlmuunushawnmquar-
terly joint statements of EGPC and CONOCO equabs
or ecxceeds the amount of sid minimum expenditure
obligation,
whichever is earfipr.
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3—Consequently, any chim in respect thereof should be made
to the Guarantor prior to either of said expiration dates at

the latest accompamed by EGPC's written statement to the
efiect that CONOCO -

a] has failed 1o perform its expenditure obligations relerred
to m: this Guaranty, and

b) has failed to pay the expenditure deficiency to EGPC,
setting forth the amount of under expenditure by CO-
NOCO.

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

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

Yours fathfully,
For the NATIONAL BANK OF EGYPT

Accountant Manager

ANNEX “D”
CHARTER OF SOUTH DELTA OIL COMPANY

ARTICLE 1
A joint stock company baving the nationality of the ARAB
REPUBLIC OF EGYPT shall be formed with the authorization |
of the GOVERNMENT in accordance with the provinons of the |
Agreement refared w0 below and of this Charter.

The Company shali be subject to all Jaws and regulations in
force in the AR.E, t the extent that such laws and regulations |
are not inconsistent with the provisions of this Charter and the
Agreement referred to below. '

ARTICLE II

The name of the company is : “SOUTH DELTA OIL COM-
PANY™ abbreviated as “SODOCO”.

ARTICLE III
The Head Office of SODOCO shall be in the ARF.

ARTICLE IV

The ohject of SODOCO is to act as the agency through which
EGPC and CONQCO cury out and conduct the Development
operations required in accordance with the provisons of the Agree-
ment signed on the. .0y and bet-
ween the ARAB REPUBLIC OF EGYPT, the EGYPTIAN GENE-
RAL PETROLEUM CORPORATION (EGPC), and CONTINE- |
NTAL DELTA OIL COMPANY (CONOCO), covering Petruleum
operations in the Ares desribed thersen.
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SODGOO shali also b= the Ageicy W carry oul and conduct
Exploration uperations after the daw of Conmmcociat Crude Gil
and/or Gas Discovery purmiant to CONOQCQ's Work Program

and Budget approved in accordance with the Agreement.

A S

SODOCO shall keep account of afl costs, expenses and expend:-
tures for such operatons under the wrms of the Agreement and
Annex “E" thereto.

SODOCO shali not engage in any husiness or undertake any
actuvity beyond the performance of said vperatious.
ARTICLE V
The avthorized capnal of SODOCO is vwenty thousand Egyprian
pounds (L.E. 20, 000) divided iato four thousand (%,000) shares
of conimon stock, with a value of five (3} Egyptian pounds per
share, having equal vntihg rights, fully paid up and non-assessable.

EGPC shait pay for, hold and own, throughout the life of }
SODOCQ referred w above, fifty (50) percent of the capisal
stack of SODOCO and CONOCO shall pay for,” hold and own,
throughout the Lile of SODOCO relerred to above fifty (50) percent
of the capital stock of SODOGO ; provided thiat only in the event -
that a Party hereto should transfer or assign a pr_-lrcr:nl.agt of all its
r:ghits, titie, or mnterest in the"entir:t:,- of the Agreement, may such
transftrriné or assignisg Party transfer or assign any of the capital -
stuck of SODOCO and, in that evenl, such traisferring ur-aﬂigr:ti.ng

Party {and its successors and assignees) inust transier and ASSig0

a stocx interest :m SODOCO cqual to the transferred or assigned

percentage of ownership interest in the entirety of the Agreement.

ARTICLE VI

meerest or catate in

SODOCO shall mot own any rght, title,
or under the Agreement or in any development lease created there- {
under or in 2ny of the Petroleum produced from any exploration
block or development lease area thercunder or in any of the assets, |
cquipment or other property obtained or used in connection there-
with, and shall not be obligated as a principal for the financing
or performance of any of the duties or obligations of EGPC and /or
CONOCO under the Agreement. SODOCO shall not make any
profit from any source whatever, )

ARTICLE V11

SODOCO shall be 1o more than an agent for BEGPC and CO-
NOCO. Whenever it is indicated herein that SODOCO  shall
decide, take action or make a proposa! and the ike, it is wunder-
stood that such decision or judgement is the result of the decision
or judgement of CONOCO, or EGPC and CONOCO, as may
be requircd by the Agreement.
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ARTICLE VIII (ir..-l:ii ;_-,ux)
SODOCO shall have a Board of Dircctors consisting of eight "FE.)-‘-"JI o .L.hni{})l.ik‘ " a &Jg;._ aslal ,.L;_'.j_.,i__...] ;::_&

(8) members, four (4} of whom shall be designated be EGPC and
four (#) by CONOCO. The Chairman shall be designated by

EGPC and shall also be a Managing Director. CONOCO shall

designate the General Manager who shall also be a Managing
Director. and Chief Executive Officer.

ARTICLE 1IX

Meetings of the Board of Directors shall be valid if a majority
of the Directors are present and any decision taken at such meet-
ings must have the affirmative voie of five (5) or more of the Direc-

tors ; provided, however, that any Director may be represented
and vote by proxv held v another [Yrector.

ARTICLE X

General meetings of the sharchoiders shall be valid if a majo-
rity of the capatal stock of SODOCQO s represented thereat. Any
decisions taken at such meetings must have the affirmative vote

nf sharehalders owning or representing a majority of capital stock.

ARTICLE Xi

Th= Board of Directors shall approve the regulations covering
the terms and conditions of employment of the personnel uf SODO-

CO employed directly by SODOCQO, and not amg'ned thereto by
EGPC and CONOCO.

The Board shall, in due course, draw up the By-Laws of S0DO-
CQ and such By-Laws shall be cffective upon being  approved by
a. General Meeting of the Sharcholders, tn accordance with the
provisions of Article X hereof.

ARTICLE XII

SODOCO shall come into existence within thirty (30) days
after the date of Commercial Crude Qil and/or Gas Discovery as
provided for in the Agreement

The duration of SODOCO shall be for a period equal to the
duration of the sad Agreement.

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

EGYPTIAN GENERAL PETROLEUM CORPORATION

BY

CONTINENTAL DELTA CIL COMPANY

BY
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ANNEX “E” ( A ) u’m
ACCOUNTING PROCEDURE (.s:"u'l rwi
ARTICLE I (s Whasidl)
GENERAL PROVISIONS Ll f‘S-'.-—‘
1. Definitions C ol s (v)

A.—The definitions contained in Articte 1 of the Agreement shall
apply to this Accounting Procedure and have the saow mean-

ing. Certain accounting terms herein used are defined as
{oliows :

(1} "Agreement” means the Agreement of which this Annex |
15 & part.

(2) “Non-Operator” means the Parties to the Agreement other
than CONOCO when it is performing work.

2. Statement of Activnty

A —Operator, or SODOCO, as the case may be, shall, pursuant |
to Article IV of the Agreement, render to Non- Operator or
Non-Operators within forty-five (45) days of the end of each
quam:r a Statement of Exploration Activity reflecting all

charges and credits related to the Exploration operatons for I

that quartm: summarized by appropiiate classifications indica-

tive of the nature thereof.

B.—SODOCO shall render to EGPC and CONOCO within twenty-
five {?5) days of the end of each month a Statement of Deve-
lopment Activity reflecting all charges and credits related
to the Development operations for that month summanzed
by appropriate classifications indicative of the nature thereof,
except that itemis of controliable material and unusual charges
and credits shall be detailed

3. Adjustments and Audsts

A —Fach Statement of Exploraton Activity shall conchusively be
presurned to be true and correct after three (3) months follow-

ing the receipt of each statement by EGPC unless within the
said three {3) months EGPC takes written exception thereto
pursuant to Article IV {f) of the Agreement. During said
three (3) month pericd, supporting documents will be available
for inspection by EGPC during all working hours. CONO-
CO will have the same audit rights on SODOCO statements
as EGPC under this sub-paragraph
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B —All Statements of Activity for Development for any Calendar
Year shall conclusively be presumcd [0 be true and correct
twenty-four (24) months following the end of any such Year
unless within the aid twenty-four (24} month period EGPC or
CONOCO takes written exception therete. Pending expira-

ton of said twenty-four (24) months, EGPC or GCONOCO or
both of them shall have the right to audit SODOCO’s accou-

nts, records and supporting documents for such Year in the
mme manner as provided in Article IV (f) of the Agreement,

. Currrn:y Exchange

CONOCO's and SODOCQ’s books for Development and Explora-
tion, if any, shall be kept in the ARE. in US. Dollarx. All US.
Dollar expenditures shall be charged in the amount expended. All
Egyptian Pounds expenditures shall be transhated to US. Dollars
at the offical buymg rate of exchange issued by the Central Bank

of Egypt on the first dav of the month in which expenditures are
recorded, and all other non-U.5. 1ollar expenditures shall be trans-

lated to U.S. Dollare at the buying rates of exchange for such cur-

rency as quoted by National Westminster Bank Limited, London,
at 10 : 30am GM.UT, on the ficst day nrf the month n which

g
:::pcnda.tur:s arc recorded. A record shall be kept of the exchange

rates used in translating gvptian Pouni.s or other non-U.5. Dol-
lar expenditures to Dollare,

Any difference resulting from the application of the aforemid
rates of exchange shall be credited or debited, as the case Ay be,
to the operations under the Agrecment.

3. Precedence of Document:

In the event of any inconaistency or confhet between the provisions
of this Accounting Procedure and the provisions of the Agreement
treating the same subject differently, then the provinons of the
Agreement shall prevail.

6. Reoision of Accounting Procedure

By mutual agreement between EGPC and CONOQCO, this Ac-
counting Procedure may be revised from time to tmoe m the hght
of future arrangercnts.

7. No Charge for Intérest on muestment
Iﬁltrﬂt on investment shall not, at any time, be charged as xc-

coverabls cost, except a5 otherwise provided under the Agreeynent.
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ARTICLE II

COSTS EXPENSES AND EXPENDITURES

Subject to the provisions of the Agresement, CONOCO shazit alone
bear and, directly or through Operator or SODOCO as the case
may be, pay the following costs and expenses, which costs and ex.

penses shall be clasified and weated in accordance with Articie |

VII of the Agreement

}. Surface Rights

All direct costs attributable to the acquisition, renewal or relin.
quishment of surface rights acquired and maintained in force for
the Area.

2. Labour

A—Salries and wages of Operator's or SODOCO s employess,
as thc case may be, directly engaged in the various activities
under the Agrecment including salaries €nd wages paid geolo-
gists and other employees who are temporatily assigned to and
employed in ruch activities

B—Cost of living and housing allowances, and other customary
allowances applicable w
cxpatpatc employees chargeable under sub-paragraph 2. A
and Paragraphs 9, 11. A and 11. C of this Article II. Bon-

uses, overime and other customary allowances applicable to

the slaries and wages of

salaries and wages of national employees chargeable under
the same sb-paragraph 2. A Paragraph 9 and sub-paragraph

_11. Aand 11. C of this Article 11 r.:n a basis similar to thar -

prevailng in Oil Companies operating in the AR.E.

C.—Costs of expenditures or contributions made pursuant to i
or assessmment's unposed by governmental authority which are
applicable o labour cost of salaries and wages as provided
under sub-paragraphs 2. A, 2. B and Paragraphs 9 i1 A
and 11. C of this Article 11.

3. Employees Benefits

Cost of established plans for employees group life insurance, ho-
spitalization, pension, retirement, stock purchase, thrift, and other
benefits of alike nature which are applicable to labour cost of

salaries and wages of expatriate cmployees, and on a basis similar T

to that prevailing in Oil Companies operating in the ARE. for

nationzl employees, all as chargeable under sub-paragraph 2. A {

and Paragraphs 9, 11, A and 11. C of this Articke II. Severance
pay will be charged at a fixed rate applied 10 payrolis which will
equal an amount equivalent to the maximum liability for severance
payments at required under the AR.E. Labour Law.
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4 Matenal

Material, equipment and supplies purchased or furmished as such
by Operator or SODOCO.

A Purchases

Material equipment and supplies purchased shall be at
the price paid by Operater or SODOCO alter deduction

of all discounts actually received.

B.  Matsrial Purnished by O perater

Material required for operations shall be purchased direct-
by whenever practicable, —except that Operator may
furnish such material from Operator’s affiliates stocks
eutside the ARE. under the following conditions .

(1) Nate Material (Condition “A”)

New Material transferred from Operator’s  affiliates
wasehouse or other properties shall be priced at cot,
provided that the cost of material suppliced 13 no
higher than international prices jor material of smiar
guality supplied on similar terms prevailing at the
time such material was supphed.

M) Used Material (Coaditions “B” and “C%

‘a} Matedal which i3 I sound and serviceable condition
and is suitable for reuse without- reconditionng skall

bhe clased as Condition “B” and priced at seventy-five

(75) pcruntqfthuprioenfnnvmlteﬁal

(t) Matesial which cannot be classified ss Condition “B”
bt which is serviceable for original function but sub-
santially not miitable for reconditioning; shall be clas-
sed 23 Condition “C” and priced at fifty (30) percent
of the price of new material

{c} Material which canmat be classificd as Condition "B”
or Condition “C shall be priced at a value commen-
gurate with its uke. |

() Tanks, buildings and other cquiprsent involing erection

costs shall be charged at applicable pereentage of
tnocked-down new price.

C. Warranty of Materiols Furnithed by Operator
Operator does not warrant the matecrial furnished beyond

adjustment has been received by Operator from manufac-
wrers or their agents

aPeuPli

l.JJJ’_jT ‘T'_J-":l_ ji Q‘J‘J}?\J L:,:L\A“J J‘)l‘ . ;:;L.‘ll( t )
L $oope ot Ul Sl ie 1

PUIRF e BAUEA NI RA TR PR IVIERCL P 1 g )
B glliit e Sy sl et A axiss 3

. S et b ]
Aol ol iy s oldadl Fil sy ol
sy it Aligh) g B3 o8 Bk 2L ooldaat
o 5asr M O o g sk 3y OF eall P

e

LA oy 2 My ¢ it KB (f )
:(ﬂ ‘ 2, ) ;_\:,Q.'] Jl_,lll —

Sl Anls S Sl o i aaadt

[RJURF-C PRSP IO SRS L

SR T REY PR NN PR IPR L EUN TRE RS )
| i iy b ds s U

. ( 3 ilo :.:"-"” Ve } daadi Sl — ¥ i

et Y Loyt B 3 055 ST (1)

et al Yoy limans =3

el (o) A ol Yrlal (RY Jall ()
Ky € e ik g G il et
ey WaAg Dl i Y 4 2 g
e o (00 YAU Bopet pady " Wl

~ el

(Yl sty Al s etk e L ()
c WAladd Cu.—#‘-;‘**:i'filf‘l’

ais Jtaall e S5 Sl Sleay i )
ke g i ol o JF WP AL AT

A e ¥ s Sl A Loy, Jobliole )
Sl oLl oo ek o] 2y b a3y PUEIPY oLl
e 3o 23mp W 3y col,h b PYSTLEE
CAdaadl, S LG O]t Y] Sl AT ! A i
rrw.‘l J‘ C{rﬂl ot :'f__?"jl Logh



98 VAVE 4w Lo n'd(c:_\i)\'-u__.dl___i:.._._)i s

SA

il — i —

5 1 ransportation

Transportatien of employees, equipment, materials and supplies
necessary for the conduct of actwities. Employee transportation
costs, to the extent covered by the established policy of Operator
or SODOCO, will include travel expenses for emplovees and their
families to and from the employees’ point of origin at the time of
employment, at the time of scparation and for vacations ; and
traveling expenses in the A.R.E. for employees and their families
incurred as a result of transfer from one location to another. Trans-
portation costs for employees and their families from the AR.E.
to another country than point of origin shall not be charged w
AR.E. operations

6. Serpice

A. QOutside seroices

The ot of consultants, contract services and utilities pro-
cured from third partes.

B. Caost of services perfonmed by EGPU or by CONOCO
ar their Affiliated Companies in facilities inside or outside
the AFR.E. Reguiar, recurring, routine services, such as
interpreting magnetic tapes and/or other analyses, shall
be performed and charged by EGPC and/or CONOCO o:
jects mvolving engineering and design services shall be
their Affiliated Companies at an agreed price.

Major projects involving engincening and design services
shall be performed by EGPC and/or CONOCO or their
Affiliated Companies 2t a negotiated contract amount. lse
of EGPC’s CONOCO's, or their Affiliated Companies’
wholly owned equipment shail be charged at a rental rate
commensurate with the cost of ownershuip and operation,

but not in excess of competitive rates currently prevaihng in |

the ARE. For Exploration, Operator's and its Affiliated
Companies' rates shall not include administrative overhead
costa

Damages and Losies

All costs or cxpenscy necexary o replace or rapar damages
or losses incurred by fire, flood, storm, theft, accident or any other
cause not controllable by Operator or SODOCO through the ex.
ercise of reasonablke diligence '

-

Operator or SODOCO shalt furnish Non-Operators written notice
¢f damages or losies incurred in excess of ten thousand (10,000)

U.S. Dollars per occurrence, as svon as practicable after report of
the same has heen received by Operator or SODOCO, |

8. Insurance and Claims

The cost of any public lability, property damage and other
insurance against Labilities of Operator, SODOCO and/or the
Parties or any of them o their employees and for outsiders as may
be requited by the Laws. rules and regulations of the GOVERN.-
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ment of any and all losses, ¢lzuns, damages, judgements, aix amy

other expenses, inchuding legal services.

9. Indirect Expenses T s P 1,!15:_.11“1._,._&_ pi el e by all 4
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water systems, road sysiems, salaries and expense of field swpei- | '
. il - . JJ-LL-J-!!J JAJ-‘ L.S; ki:»—l Pyl l:-r“!,,.l"':""i wa.l‘ -'-‘l!_j s g
visory personnel, freld clerks, assistants, and other general emplovees - : - ST bt ¥

indirectly serving the Arca .__,.ﬂ:‘_ci; &JL: aibel) ,,_'_:J,..L;'-_ ._'_;_..'\“ -;t-?"::)!‘ U::"J“"“ .;tﬁﬁ_'..‘_ 'l__,
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attorney’s fess and experses as hereinafter provided, wwether wic _ o

all judgements obtained against the Parties or any of them «n ac | rd ol -.:-‘ :-I --’-'|' -"“‘ -""JH 5 n-l...ﬂ} E:-‘-H s bj

count of the aperations under the Agreement, and actuzl EXPENFE !l'""‘"" U:‘“ P I < “} <s da . PP Lfnﬂu"'u

incurred by any Partv «r Pariies herews in secormg ewvdence Foy

the purpose of defending against any action or claim prosecutid | 1’-&“ JI '-,_, wﬂ-vl i }--".l-th—i ‘{l..._.ﬂ 3 e 1._...)-,.;,1

or urged agamst the operaticns or the subject matter of the Agres: ..__dE'-'l-'-"l sAsla CJ""J"Jl el l Ao 5 A M J" *“" L
ment. In the event actions or claims affecting the nterests here-

;ﬂ;mﬁyjf_, ll.lr\ih_; ':-| Jid s "'iv UL:-.- JI J_,L.._:.-*i[-_;

under shail be handled by the legal staff of one or more of the T

Parties hereto, a charpe rommensurate with costs of providing and l;le__,z Pt .e_,,L;_“JJ L__.,| '_.,1 1 ‘L__,)U o J,Ul
~rnithi seTV] . e Bons.

{ r;u}ung such services w:ny be made o operations . .b_;,-’u-li'—" oD r,L;:J.._}Y{Tﬂ..i ._,g_JL(a @LMI
11. Administrative Querkead and General Expenses : lrsJuJ| ;_,BJJ.A”_, Laball J._. J'Lﬁzﬂ ._'_;Li_,_r.nl'i {'1 1)

A. While Operator is conducting Exploration actvities, cost of | . .IEM‘;F‘-:"@W“': \;ui‘fb A 1__334_11,_;:]531( t )

staffing and maintaining Operator’s head office in the AR.E, b JL \ A : A -t
i CEeper i S ZR L i,
and/or other offices established in the A.R.E., other than field - "l - ( C [-C @ =8 J‘ --’-"J

offices which will be charged 2s provided in Artide 11 Para. | & *E 0T 13 o F s BN A 4 LY,
graph 9 above, and excepting salaries of employees of Opera- | J"';u Je l“":lE:' J?L;ji &}j‘ué dut ""."'«E‘::'LI ""'#
tor who are temporarily assigned to and directly serving on :'-Li'-rlgj L :l:.H-.r( 4 )S_J.i.i rib - il u-ﬂ_,-—a-u
the Area, which will be charged as provided in Article 1, \r_,,-ls';_,iﬂn.lls tij:qb-ﬂl.;wt_ (fliil‘_‘.'.];_’,.;,l,_:vp
Paragraph 2 above. | 5505 oo mad) gl e 1€ S i € 5 2L
e (yyaE

-,

B. Administrative overhead of Operator, on behalf of CONOCO, | §, 8 hd ¢ UL il LWL, Sy Ll ()
outtide the AR.E. applicable to the A.R.E. Exploration Opera- L JF L‘-L ¢ ol u__ﬂ u.-_,“;( £t C.)CJL'
tifun will be chm-g-ed cach m:‘mth at th.e rate of fiv:-[ﬁ} percent '_[___‘ | n ~aw 4.\-"' o (’ }"LH REIR. ._LL.:
j] total Explorahon t‘::fptndztures while Operator is conduct- | y ﬂ.ﬁ--'\ VPN PR LWL ISE” ;
ing Exploration activities and at the rate of two and one _ 3 T cp iy e _
half (2 14) percent of total Exploration expenditures which i aake "h'] ¢.:=:“ i d_r:*-:"( !‘T ’:} ALl J
SODOCO 3s mnducnng Exploration activities. No other direct “"’"-'" S '*"L". LLE Jf"ﬂ_, ) ?k:jl &J.}]‘;;Jy
charges as such for such administrative umhmd outside the | -..!f"'u J“L J:j" L’"’C}“ Sl ;J":'L' ":"’u-’fu Af‘
AR.E. will be appled against the Exploration expenditures. ._.':Jt:_:ﬂdy‘f wiea] &Es_,(ﬁfc)c_,b Lhﬂ'l:_,'u‘}“
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Examples of the v of costs Operator is incurring and charg-
mg hercunder die 1o acrivities wed e the Agrecinen: and cover-

ed by said percediiiees are o

Executive 1 e ol executive officers.

(1)

(2)

Treasury - Fiancal and eschange problens.

(3

Purchasing - Procuring materials, equipment and suoplies.

(4} Exploration & Yroduciion - Diwrecting, advinng and con-

trolling the entire project.

() Other departments such as legal, comptroliers and engine.

ering which contribute time, knowledge and sXperience
to the operation. |

The foregoing does not preclude charging for direct miﬁ:
under sub-paragvaph 6.8 of this Article I1.

C. Whie SODOCQO s wmaducting activities, SODOCO's per-
sonnel engaged in general clerical and office work, supervisors
=nd olficers whose umes*:. generally spent in the main offier
und ot in the fleid, and all enplovees venerally considered
‘as general and administrziive and not charged to other types
of expenss, will be charged to operations. Such expenses shall
be allocated each month between Exploration and Dt*-.-cln;p-
ment operation: according to sound and practicable account.

ing methods in the petroleum industry.

12. Taxers

All taxes, duties or levies paid in the AR.E. by Operator or SO-
DOCO other than those covered by Paragraph {1) (1) of Arncle
III of the Agreement.

13. Continuing Opeeaior Costs

Cost of Operator activities required under the Agreement and
incurred exclusively in the AR.E. after SODOQCG is formed. No

sales expense incurred outside the ARE. may be recovered as i
cost.

14. Other Expenditures

Any costs, expenses or expenditures, other than those which are
covercd and dealt with by the foregoing provisions of this Article
IT, 1ncurred hy Operator or SODOCO under approved We.rk
Programs and Budgets.
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ARTICLE II1

INVENTORIES

1. Perwdic Inventorizs, Notiwce and Represeniation

A* reasonable intervals as agreed upon by EGPC and CONQCO
.aventories shall be taken by SODOCO of operations material, which
stall nclude all such material, physical assets constructiom projects.
Written notice of intetion to take inventory shall be given by SO-
DOCO to EGPC and CONOCO at least thirty {30) days before
any inventory is to begin so that EGPC and CONOCO may be
represented when any inventory is taken.

Failure of EGPC andfor CONOCO to be represented at an in-
ventory shall bind them 10 accept the inventory taken by SODOCO,
who shall in that event furnish the Party not represented, with a
copy thereof. | '

2. Reconcilialion and Adjustmient of Inventories

Rewnciliation of inventory shall be made by CONOCO and
EGPC, and a list of owverages and shortages shall be jintly deter-
mined by SODOCO and CONOCO and EGPC, and the inventory
adjusted by SODOCO,

ARTICLE IV
COST nEm'VEﬁT

T

1. Statements n}Rcmun y of Cousts and of Gml R:cowr)r Petroleum
© CONOGO ahall, separately for Crude Oil and Gas, pussuant
h:AruckVIIofduAgrwnent,rmdarmEGPCupmmpﬂym
pncnnhl:hutnuthtcrﬂnnthny(w) days after receipt from
SODOCO of the Statements for Development and Exploration
Activity for the last month of the quarter, a statement for that

guarter showing :
i) Rmmﬂemumrwd&umtbawmqurur if any.

ii) Recoverable costs incurred during the quarte.
iii) Total recoverable costs for the quarter, (i) + (ii).
wv) Value of Cost Recovery Petroleum for the quarter.

v) Amount of costs recovered for the quarter.

vi) Amwount of recoverable costs carried into the succeeding
quarter, if any,

.vi}) Excess, if any, of the vaiue of Cost Rewovery Petroleum
over costs recovered for the quarter.

viii) Aliocatiom of such sxcess, if amy, fer BGPC as specified
im Articl VII of the Agreemeat.
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If such statement shows an amount due to EGPC, payment of
that amount shall be made in U.S. Dollars by GONOCO w EGPC
with the rendition of such statement.

3. Audit Right

EGPC shall have a period of twelve (12) months from receipt j

of any statement under this Article IV in which to audit and naise |

\avE v pla yn 8 {C.t;) Y Al

objection to any such statement. EGPC and CONOCQ shall agree
on any required adjustment, Supperting documents and accounts
will be available to EGPC duning said twelve (12) month period.

ARTICLE V
CONTROL AND MAJOR ACCOUNTS

I. Exploration Obligation Control Accounts

CONOCO through Operator will establish an Eaploration Obii-
gation Control Account and an off-setting contra account to control
therein the total amount of Exploration expenditures reported on
Statements of Activity prepared per Article I 2, A hereof, less any
reduction agreed tw by EGPC and CONOCO following written
exceptions taken by a Non-Operator pursu;.ﬁi to Article 1 3. A
hereof, in order to detemine when minimum EprmhmObhgamns“
have been met P

|

2. Cost Recovery Cuntruli Account oy

comm will éstablish Cost erv:w Céntrol Aglouni(s) and
uft'»a:tt.mg contra al:cuunt(s] i+ mm.rnl themm the amount of cost
remaining to be recovered, if any, the amouyt of cost recovered, |
and the value of Excess Cost Recovery P‘ttmleum, if any, which
'3 to be paid by CONOCO w EGPC.

3  Major Accounts ,' - | b

For the purpose of chsufying costs, expenses and expenditures
fmmﬂmyuhtﬂnfurthcpwufmblhhhgwimﬂ

the Exploration obligation has been net, costs, expenses and expen-
ditures shall be recorded in major acoounts incloding the following :
— Exploration Expenditures
—~— MlbpmmtExpnﬁlm[othu-thnC}pmungExpum)
— Opuzng:pmm

Necessary sub-acoounts, including those for Tangible and Intan-
gible Costs, shall be used.

Reveniue accounts shall be maintained by CONOCO to the extent

necessary for the control of recowery of costs and the treatment of
Cost Recovery Petroleunn
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ANNEX “F"
LETTER OF GUARANTY
Calro, «coveevevivene.... 18 !
LETTER OF GUARANLY NO. ..

PO ¢ GONTINENTAL DELTA Oli. COMPANY {CONGCO)
Gentlemen

By ~rder of e Loesvption £ everal Peaelean: Caspootanion as re-

presentative of the GOVERNMENT, the undersizned, National |

- "l ‘-.-' ¥ . Fa 2 ame m N : “
Bank ol Eg. ., Gadee, a6 Guseat s, wereby direve.cably auni une
conditienzily except jur the pruviihel: and cetoalioas Ppto.o-.

bereo; w2 0, one avoal ot ey of Gas o Laguataonisn
v e -, . : - .
PR - Wi L0 L0 S G it dus i:hr::':-:} ber ey 20 L

Lrorior i cie 20 €0 osed ot oA siele bos el (e Agier e e

pay y it un ach due cae fity (54 peceent of the 1ns@aae.

Wi % s Gt WD D mny e vt el Wit Aeas enised o
, 19 ... tor ......... (Currency} ----o-ooo-
thevuess L Jendeis) Lol L wdd L L (CORGEE S

ot aden or s oarets e £ e e gtz
Paoiay &- geficed 30 the Agresrcar emtered e L1900
betveen L A e

The wtal anscunt of cais Guaraniy and cur liability hereunder
shail be recticed auzonstically, as provided id Afficie IXY) {1) of
the Ag.ctiit 1, vach ssmester as the vat:hnents of t.e oan are gue
to be paid or as the costs of the Liquefaction Facility are recovered
pursi..d W othe pradsons of the greenent, whichever is greater,
The payments {6 be made by us pursuani to this Letier of Guaranty
shall commence a5 of the date on wiich you have given wiiifc.:
notfication 1o us 2id EGPC that the flow of Gas has been inter-
rupted due Brecil fe an :'E'.R.E. Oovernicentt act, and sall
continue ui:iil we receive a joint written notice from CONOCO -
EGPC that such AR.E. Governmental act has ceased to  exist.
Should at any tune EGPC, with supporting reasoif§, file with us a
writtsn notice taking exception to your hotice as_ -ajllnw:'prm'idﬁ;.
no paﬁncnu thall be made to you as of the date of said EGPC
writicn notice. -

Such payments, liowever, shall be commenced or resumned, as the
case may be, in the event arbitration proceedmgs between EGPC and
CONOCO, as to whether or not the interruption of the flow of Gas
was due directly to an ARFE Governmental act, have been con-
cluded resulting in 2 decision finally resolving the dispute in favour
of CONOCO, and the relevant award has been iiled with us.
Said payments shall continue until we receive 2 joint written notice
from CONOCO — EGPC that the ARE. Governmental act has
ceased to exist In this event we shall also remburse you fifty
{50) pereent of the arnount of ail the instalments due and paid
by you, excluding any optional prepaymentfs), as of the date of
the EGPC written notification of exception until the date we
commenced or resumed payments or until the date we recetve
a joint written notice fram CONOCO — EGPC that the ARE
Governemental act has ceased to exist, whichever first occurs.
The amount of such reimbursement shall be mecreased by l.l1|:
interest on each payment acerued up to the date such reimburse-
rment is made at ths same rata as the woterest an the mo

s BNl L

J—

A ekl

EEYRN] I SRS P
-

KRS RN s, '.: d_,;-:“ TV :.:J.;_';.'i '.'-.,__,..-_;';'l o _,.-‘i:
R R S T T 1 N7 A R S AT PRI | d_;-.l
e 2 ""J;. SEY -**.,;E'Ji SR -{L'I' & e '...:-u.':ﬁt
- R IR EV I
. {:- : VARG as Al -3l g
.oz s e Al e '_,}:_. '..'-'_“'E}""'-'*i#-‘“;fl'
s s o Blinn iz 0 8 et s Of
3 - s e B ‘_,c:_,w A .h,_,.h_f;:‘ Ii..i:l'::...l JJ"\; J.ﬁl
ey e
- . - - :
AR Y T T R S TS U
R R T ™ UPAPAR U N PRV R &

: VAR
:L-d'.:.ii IJL':JE ruij—liﬂ i:}L-ﬂH __TI.LJ.- ;__lLi"'}.l i.u.:;..“ L_-EI.&:E_,

/. v
— - .".'
[. 1 ’ ) .::Juj

b 2l 3 e e gttt o ULk
P Bl 0l i ¢ e i B W e ¢ aGEY -
I greas LS DA 4 tﬁ.:h.-?:a:,.l LEy bl igoez Lt ;
ol 14z Gpdy . STV ¢ Ltsy R R H LY
1 lf‘:,U:;J é_,l.‘ U blel law dlcﬂjk.-la:-u...i: FJ!.;.\;_,:-\H"
Al Sl o o LN G g 6 50 5 o LIE T3y
‘J_.L- al Jlole yall ,la] J.ul_,i_i_,.-.'_,i(,t.f.ﬁ)inﬂroiﬁ‘
A e Shas 55 0 K LB s
e stk ey ol 5 e JILSly Bl L ety Yy
bt e i ¢ all 3y G Slasl o e ol %)

ol QB & o Ll B Cle gisa
e ol LSl F o il b s Ay 23 g
it 5y 5 s el o S Ll Ul by ¢ S O
bl dl o Yot 5 20 o 5U G iy 0871 L
S¥ stk gl ol Uin 56 (. ¢ JonsSom
ol sdasli iy ¢ KUV, LN B LSy T8 M
50k 55 5T de gl o BT LE (e b o ()
Y-l ode 3y ozl I 5 (. S R A AP
el e PR g EXR T  FTE TR =S
OF Al LUVl TE7 e o (00 ) B guer S




jl

G4 "L'i"l'f.;_'.._..-..-_,ih \"kd\.:'

¢ ) Y. aaal

e Jloax el

1n the event the arburation proceedings above mentiondd resuht
4 a decision finally resoiving the dispute in favour of LGIC,
as representative of the COVERNMENT, and the relevant aw.ud
has been filed with u3, you uall reimbuyse us any amount a1
by us as from the date of your notice of intesruption of the fiow
of Gas until the date of EGPCs aotice of exception plus wsterest
at the same ratc as the mierest o ihe loan accrued ar !
datc of payment until the daie of reimbursement. Ali such suns
payable by you shall be paid at ouf principal office in
(city) -- by cable . the same currency of the

tha

............

This Letter of Guaranty wbject o the fallowing Pprovisions .

(1) This Letter of Guaranty shall automatically expue whei
the total loan has been {ully reimbursed, or when the }.ique

{action Facility costs have been fully recovered, oF when the

field(s) is no longer capable of producton, or UpoE the termi
of Arucle il

pation of the Agreement under the provisions
or Article XXI1 therein, whichever first OCCuIE.
Gt;it obligations under (nis Lewer of Guaranty consutute 2
guaraniee of payment and not one of collection.

(3) All sums payable hereunder shall

offices M ..oooeeenees (city)
samne currency of the Loan
without reduction or deduction of

whalsOever.

)

be paid at your principai
by cabic transfer in the

Agrecraent free and clear of and
any Taxes of other charges

------------

We declare that on
exceed the limit of total guaranLes which we are entitled w s3ut

a3 per the Mty of Eccromy's Latter No.
Very truly yours,

b el gk | N SR STy

NATIONAL BANK OF EGYPT.

LETTER OF AGREEMENT

that, in the event CONOLCO clects 12 acquire

CONQGO shall pay EGPC
folowing technical data

It is hereby agreed
any technical datz from EGPC,
the following amounts for each of the

2y Five Hundred
of scismic hnes

BY :
CONTINENTAL DELTA OIL COMPANY
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