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CONCESSION AGREEMENT | rb‘“ U'\
FOR PETROLEUM EXPLORATION | H
AND PRODUCTION : El dyadt e
Betwean i o
The Government of the Arab Republic of Egypt 2o all i
. 1 2 pan By g
The Egyptian General Petroleum Corporation -t - .J
| ~ .
and L-I.!.J"""J dola) &;_,-.au -t......-_,ll
Union Oil Company of Egypt ?
| _ -'| o N s gy :"3,:-5
_ This Agreanemt, made and entered into on i . W g sty
this da}r by n‘ ’ N el S { L"U P { T i-.-l_;f
and between the GOVERNMENT OF THE ARAB ’&@U‘ijhﬂﬂﬁjﬁm,uﬂ

REPUBLIC OF EGYPT “ARE.” (hercinafter referred
to az “The Government”), the EGYPTIAN GENERAL
PETROLEUM CORPORATION, a Jegal entity created
by Law No. 167 of 1958 as amended (hercinafter referred
to as "EGPC’") and UNION OIL COMPANY OF

EGYPT, a company organized and cxisting under the
Laws of the State of California UJ.5.A. (hereinafter var-
1ously referred to as “UNION" or as “CONTRACTOR").

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, estab-
fished that all raw matenals, including petroleum existing
m mines and quarries i AR.E,, including the territorial
and continental shelf waters, are the property of the State ;

and

WHEREAS, EGPC has applied for a concession for
the exploration, development and production of petroleum
in and throughout the Area refared to m Arucle IT,
and described in Annexes “A™ and “B” which are attached

hereof ; and

WHEREAS, UNION agrees to undertake its obliga-
tions provided hereinafter as a contractor with respect
to the exploration, development and production of petrol-

cumn in said Area, and

WHEREAS, the GOVERNMENT desires hereby to
grant such concession ; and

WHEREAS, the Minister of Petroleum, pursuant to
the pmuﬁmm of Law No. 86 of 1956, may enter into

concession agreement with EGPC and with TUNION ws
a contractor, for the petroleum operations in the Arca

herematter rcfcm:d to.
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NOW, THEREFORE, the parties hereto agree as fol-

lows -

ARTICLE 1

-

DEFINTTIONS

(@) “Exploration” shall include such geological, geophy-

(b)

sical, aenial and other surveys as may be contamed
in the Approved Work Programs and Budgets, and
the drillmg of such shot holes, core holes, stratigraphic
tests, holes for the discovery of petroleum or the
appraisal of petroleum discoveries and other related
holes and wells, and the purchase or acquisition of
such supplies, materials and equipment therefor,
all as may be contained m the Approved Work Prog-
rams and Budgets. The verb “explore” means the act

of conductng exploration.

“Development” shall include, but not be hnited to,
all the operations and activities pursuant to Approved
Work Programs and Budgets under this Agreement

i} with respect to the drilling of development wells,
and

ii) with respect to design, construction, installation,
servicing and maintcnance of equipment, lines,
systems, facilities, plants and related operations,
to produce and operate said wells, to take, save,
treat, handle, stare, flare, transport and deliver
petrolenm for export, for local market, and 1o
undertake repressuring, recvciing and other
secondiary reCovery projects.

{¢} "Petroleum™ means liquid crude oil of various densi-

ties, asphalt, pas, casinghead gas and all other hydro-
carbon substances that may be found n, and prod-

ucid, oy othowise obtnied, and saved from the
Arca under this Agreement, and all substances that

may be extracted therefrom.

{d) “Liquid Crude Qil” or “Crude Qil” means any hydro-

carbon produced from the Area which s in a liquid
state at the wellhead or lease separation or which

8 extracted from the gas or ecasinehead s Mmoo )

plant. Such term includes distillate and condensate.
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"(3as” is natural gas hoth amniatcd and non-associat-
«d, and all of its constituent ¢lements produced from
:ny well m the Arca and zll nonhydrocarbon sub-

-tances therein. Said term shall include residue gas.

A "barrel” shall consist of forty-two (42} United
states gallons, liquid measure, corrected t0 a tem-
perature of sixty degree (60*) Fahrenhait. l

's, "Commercial Well” means the first well on any |
geological feature which after testing in accordance
with sound and acoepted industry production prac-
tices, and verified by EGPC is found to be capable

el

of producing at the average rate of not less than |
1000 barrels of oil per day (B.O.P.D.)

e ——

The date of disoovery of a “Commercial Well” 15
the date on which such well é&s completed and tested
according to the abowe.

(h) “AR.E.” means ARAB REPUBLIC OF EGYPT.

(1) “Effective Date” means the date on which this

Agreement is signed by the Government, EGPC and
the CONTRACTOR, and is published in the Official
Joumal of the A.R.E.

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

(k! “Tinancial Year” means the COVERNMENT s fin-
ancial year starting on January Ist and ending on
Decemnber 31, both dates being inclusive.

({) “Tax Year” means the period of twelve (12) months
according to the Gregonan Calendar for which tax
returns or reports are required according to any
applicable imcome, profits or other tax law or regula-

tion of the ARE.

(m) An “Affiliated Company” means a company

1) The share capital, conferring majority of votes
at stockholders’ meetings of such company, of

which is owned directly or indirectly by a party
hereto ;

i) Which is the owner directly or indirectly of share
capital conferming a majonty of votes at stock:

holders’ meetings of such company, of which is
owned directdy or indirectly by a party hercto ;
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iii) Whose share capital conferring a majonity of | eVl ikY ';j_,;é\L,LLu.T_,rf_J o5 S (r)
votes at stockholders’ meetings of such company S ] Uy 2l aie ool S £l
. 0 !
and the share capital conferring a majority of * Lr"f'_*”""s}* {'f": f_l“"‘-‘
votes at stockholders’ meetings of a party hereto -5k f-r"T o f_'-.:"‘ 3 eV LY Yyt
are owned dircctly or indirectly by the same | L. g,5 oLog e Glalaae Gt b

Company. * "5}:]1 A
ARTICLE 11 ( HH\EJU\ )
 ANNEXES TO THE AGREEMENT Vg [ IReS, ¥

“Annex “A” is a description of the arca covered and | WEYE saa L5, (ol HThl is,y (1) gl
affected by this Agreement, hereinafter referred to as the | ;
" m".bv A t’ | | .ﬂm‘”—{l:iu:Y‘mLig!)uj

Annex “B” is 2 map on the scale of 1 : 2,000,000 in- | marcne Yoo o [y oy plicloge o iy 5: (L) ol

dicating the Arca covered and affected by this Agree-| « \ » _ v Lo 1.2 i LSl Aoy
ment and described in Annex “A”. This Area is com- *I t _&nu. g ffﬁ)gu?\ ) *E‘S:‘JWJ‘%
prised of one hundred and nineteen (119) exploration blocks ‘ rostibia gl (114) 2o daty Wl 22kl e ST
as shown in this map of Annex “B”. Some of these blocks *4.5”{;-, 055 2 Sleledll oan Jam L el 5
may be incomplete due to geographical reasons or other-
wise,
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Annex “C” is the form of a Letter of Guaranty to be ﬁ Akl g ﬂ“J"tYki'-.-" o5t DL lhes da s (C)J’J“
issued by National Bank of Egypt and 1o be submitted (Ygenn . )_,-—-P...S-:‘ B, __i‘m;’uﬁ;'-ﬂah O e Nyl
by CONTRACTOR on the Effective Date of this Agree- | = g
ment, for the sum of twelve million (12,0000000 U S, JTE‘;‘.J*’LN ru e L A PRSP PE S
Dollars, guaranteeing the execution of the CONTRACT- | o 5ulislaladas as ) Lol CALE 3 LA 0 oYL,
QR:-:. minumum  exploraton inhhgatlmm hereunder for | Jendbl &yl Bhall sds punidy , o dia G o cden (v
the first three (3) year exploration period.  Such puaranty - .
shall remain effective for six months after the end of the | k& S 3 WG, oty il s Ll dw et
sald three (3} year penod except as it mav be relecased PR ¥  PETIE EPTRE SV PR PATRER s
prior to that titme n accordance with the terms thereof.

| __

Annex “IY" 1s the form of a Charter of the operatng ("_'}1'* Sl i il Sl et ol ds 2 (o) 5l
company to be formed as provided for in Article Vi A Yeda e L SLAGIY e o guoma oo U sy 10 e
hereof.

I W1 P BN | R (P W
Annex “E” is the Accounting Procedure. | D (*) o=
The Annexes 7A“ |, "B”, “C”, "I)" and “F~ to this if!Y b (»)s(> }-’(E)-’ (<o (1) e,
. Agreement are hereby made parts hereof, and they shall a5 iy Jaats DA e LY I £54 LY s .

be tf}nsidcrtd as having equal force and cffect with the aalay
Provisions of this Agreement. o -
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The GOVERNMENT hereby grants £GPC, and UN-
iON as a contractor, subject to the terms, covenants and
conditions set oul :n this Agreemeni, which insofar as
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il be borac and paid by EGPO “nd shall not be R :
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(6) An initial exploration period of three (3) years shall @.:‘a'crb‘-:vb‘y-(r) o L el 1l a8 I ()
start from the Effcctive Date. Four (4) extensions IR PO A TAY e e

of one (1) year cach 10 ‘he initial exploration period : g" W eoll 58 "".'hu"\ o 1 AR 0 Sb

chall be granted, year by vear, 10 CDNTRACI;OR OO YA A c__,' y aaly A szl Fade

At its option upon numety (G0) days prior WotleH - -
notice to Ef pC and subject onlv to 18 having ful- | & ol uls ‘_}15'1..-#_;5! 3 s e Jb e
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Commerthid W R {“Slﬂbllf%h-fﬂ by the end of the ozl I e Ay ks 3 eds
ceventh year of the exploration period or upon the ' - - .

completion of drilling and testng of any well act e X
£ v less | 3ad J LG (ores

ually drilling of testing at the end of the ceventh year al Jb )l

of the f:xplnratinn pcﬁod, but not Dmorc than Laste ,o- | X S BTN U e
six months, if such well, when cnrnplttcd, is not a S T dﬁ: . J " ”: "'" hE ' |
Commercial Well. e AP g, ‘-:Lr e oyl gh o 55 sl

~ Failure of CONTRACTOR to exercise the option
to extend the —tial exploration period for any of | 3 i Jalilt 7ol 2130 Lifth A8 e -
the onc (1) year extension period chall relieve CON- | 0 ) JJ_ } '1 * f e o B !
TRACTOR of any expenditure obiigation with e (\}'*"‘J e e Ol sbadyy coedli 2
pect to any such period not entered, but such failure | 5l 2 P r il f‘ 2 ljii y S 2 o |
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(¢} “Commercial Discovery”. After discovery of Com-

b,

el e—

mercial Well, CONTRACTOR will undertake as part
of 1ts exploration program the appraisal of the dis-
covery by the drilling of one or more additional wells
to determane whether such discovery 15 worthy of
being developed commercially taking mnto considera-
tion the recoverable reserves, production, pipeline
and terminal facilities required, estimated crude oil
prices, and all other relevant technical and economic
factors,

A Commerdial Discovery may consist of one prod-
ucing reservoir or a group of producing reservoirs
which after appraisal is worthy of being developed
commercially,. CONTRACTOR shall give notice
of a Commercial Discovery to EGPC immediately
after the discovery s considered by CONTRAC- |
TOR to be worthy of comimercial devdopment but in
no event later than the completion of the seoond
exploration appraisal well, or six (6) months, follow-
ing the datc of discovery of the Commercial Well
whichever is earlier ; except that CONTRACTOR
shall also have the nght to give such notice of Com-
mercial Discovery with respect to any reservoir or
reservoirs cven if the well or wells thercon are not
“Commercial” within the definition of “Commercial
Well” if, n 1ts opmion, a group of reservoirs con-
sidered collectively, could be worthy of commercial
development.

1

Following receipt of such notice EGPC and CON- |
TRACTOR shall meet and review all appropriate
data with a view to mutuafly agreeing upon the ex-
istence of 2 Commercial Discovery. The date of
Commercial Discovery shall be the date EGPC and

CONTRACTOR mutually agree that a Commercial
Discovery exists.

If Crude Oil 13 discovered but is not deemed by
CONTRAGTOR a Commercial Discovery under the
above provisions of this paragraph (c), EGPC shall,
one (1) year after the cxpiration of the period speci-
fied above within which CONTRACTOR can give
nouce of Commercial Discovery, or eighteen (18)
manths after the completion of a well not considered |
a “"Commercial Wi, have the right, fﬂllmrin;:;
sxty (60) days notice in wnting w9 CONTRAC-

.
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produce and dispose of ali Crude Qil from the geolo- - ot U e

gical feature on which the well has been drilled,
Said notice shall state the specific area covering said
geological feature to be developed, the wells to be
drilled, the production facilities ta be installed and
EGPC’s estimated cost thercof. Within thirty (30)
days afier recapt of said notice CONTRACTOR
may, In writing, elect to develop such area as provided

for in the case of Commercial Discovery hereunder.
In such event all terms of this ent shall con-

tinuc to apply to the specified area.

If CONTRACTOR elects not to develop such area,
the specific area covering said geological featzre
shall be set aside for sole risk operations by FGPC.

In the event BENASCO has come into existence.

EGPC shall be entitled to have BENASCO perfarm
such operations for it at EGPC’s sole cost, risk and
expense. When EGPC has recovered from the
Crude O1l produced from such specific area a quan-
tity of Crude Oil equal in value to three hundred
(300) percent of the costs it hay incurred, CONTRA-
CTOR shall have the option, only 1n the event there
has been a separate Commercial Discovery, to share
m further development and production of that speci-
[ic area upon paying EGPC one hundred (100} per-
rent of such costs mecurred by EGPC. Such nne
hundred (100) percent payment shall be recovered
w CONTRACTOR from Cost Recovery Crude in
the normal manner for the recavery of expenses.  Im-
mediately toilowing such payment the spreific aroa |
<hall either (1) revert to the status of an ordinary
development lease under this Agreement and there- |

. after shall be operated in accordance with the terms
hereof ; or (ii) alternatively, in the event that at such

e EGPC or its affiliated company is conducting

all development operations in the area at its sole ex- ’

pense and EGPC elects to continue operating, the area
stiiaads teanadi set aside and CONTRACTOR shall l:mly
h¢ enuitied to its production sharing percentage of the
trude Ol as specified in Article VII (b} bclow.
{he sole nsk crude oil shall be valued in the manner
provided in Paragraph [¢) of Article VII. In the
cvent of any termmation of this Agreement under
the provisions of Paragraph (b) above, this Agree

ment shall, however, continue to apply to EGPC':
speration of anv sole risk venture hereunder, aitho-

arh such Agreement shall have boen
with respect to CONTRACTOR pursnant to the
srovisions of said Paragraph (b) above,

tertnater]
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{d} The development period shall be twenty {20} years { dwﬂiéﬁ@ G (€0 ) or e L 055 oS5 ()
from the date of Commeraal Discovery. This penicd ( ‘ ) e Va aiislo! 240 £ il - . I
may be renewed for an additional period of ten (10} | ' /7 FEENL e el B AL 34 5 55k
years at the option of CONTRACTOR upon six (B) | & sewasl® Seal e Jslald A e ,L S o
months prior written notice to EGPC. Following | - 4 5 sy . 5o
Commercial Discavery the extent of the whole Area Sdih Htey A3 s i(")
capable of production to be covered by develop- 55219 'L‘LJI‘L?*[HEL[L' Je dytatly w0 Gl
ment lease or leases shall be mutually agreed wpon [ 4 1) 0 ki 50 L) e
by EGPC and CONTRACTOR and be subject to - uL § 25 ol died] Jpwn s LW e
the approval of the Minister. Such area shall then U bl Jye Laey ¢ Slalllang sl b
be converted automatically into a development { L o401 4 asl N L ]
lease or leases without the issuance of any additional i R dl
legal instrument or permission. | o fr ol s

Development operations, thereafter, shall be star- | 3i= 2Ly &5 Cae Ll Clle L0102,

ttdpmmpﬂybyBENASCOmid,unlﬂssEGPCand TR . WA age AL -
CONTRACTOR agrec otherwise, at feast one drill. | 2% 4% Jasd € 25 sk e Ml 1 g
ing rig shall be used continvousty until, in accorda | JEN e BIILE ww Bl 4 putn T J3W1 e
nce with good oil ficld practices and accepted pewro- | 5 4y T PAPA l

leum engineering principles, the field is considersd Its 4 "Y"M ekl 1y Al syl e
to be fully developed. In the c;?n; gr:? commercial | . o F e 3
production of Petroleum is establis m any orne .t - =

of the blocks in which 2 Commercial Discovery is f.u" ?5!"'3 'J*’J."-'u “-;Jlf" EL‘E *-‘51_-‘.:":'.: (e Al 35
made within four {4) years from the date of Conr | ha 3 2lhy g b LS ge b e I bl iy

mercial Discovery, such black shall be surrendered. A Al glad sl f-:,:‘-'cr i—*‘:'-'( )cﬁ-

(¢) CONTRACTOR shall bear and pay all the costs | 1,.Jlu, uln}.ali_,ujtﬁjlqg’cjudjm|&¢ (» )

andmtpmcsrcqmrtdmcarrymgnutaﬂthcnpm Lol s BlEYes g 3, S
tions under this Agreement, but such costs and expen- | - o % Ner 3 455 C |l TS {L-‘H
ses shall not include financing fees and charges or ia‘ RRBRET by s b3y by akly .]5:_;;
interest on investment. Such costs and expemses | . ik, LV |

shall be recoverable as provided m  Arucle VI 7 ¥ ? o j“ d5edy . ch-‘”"\i' J“' Lty
During the term of this Agreement and its renewal | o3 Jb L3 bt g, L Al iU o o gl

the total production arhieved in the conduct of such e ) h__,L1 PR :-—LJEI '*L:—! Y biAﬁ, sy

aperations shall be divided heto cen EGPC and CON- | S L
TRACTOR in accordance with the provisions ﬂ-t Al R ARAP PEPRJEN B W

Aﬂldt VI[ ' ' . "Lll L-ﬂ n#l‘—u (J‘f'd"]

(f) (1) CONTRACTOR shall be subject to the laws in | eladtsl o) skl =22 (1) ()
force from time to time of thn: ARE. and the ng ;ﬂ }; Ao ) Lo ) PRI P

litical sub-division thercof which wmpose taxes | .. ., ; e -
1:]\:1)'10 or measured by income or profits, Plzclu{'tng 550 Wik ALY ot A

those laws imposing the commercial and indus 1_.95;....:]1 _,11 __;.'lg\:ﬂ C J‘;ﬂ i ﬂ g J"u;" U‘,'j _’_.]j
tnial profits tax, mmnupm SRS 1 SO DU SR o
national security tax on mcome and dividends X h } .
Pmd with respect 10 shareholders (ht‘t‘t‘lﬁﬂﬁtf h L"‘ ) .J‘*‘ﬂ‘ X i"-”: l_;‘“ ;rr-*ﬁ CL JI_:! J’-‘H ‘_}D

8

referred to as ARE. Income Taxes}, and, except - i P P S IR T
as otherwise provided in the Agreement, shal - L ;""dd’ . "H‘-J '—J
comply with the requirements of such laws with | O¥ - &Y 32 506 ade jan Lol
respect to the filing of retumns, the assessment i @t U f.r“ ‘;jl,ju. CABA Ca_,_-_ J J!jl‘
of tax and the keeping for review by autherzed
nersons of books and records.  For these pur-
poses, any ARTL. Income Taxes for v hih ,,---c A3 gt 5, -L S !aﬁh :.-4_5'-11 x "l

S

CONTRACTORs sharcholders mayv be hab!n .
shall be deemod to be a tax levied against CON- | oA B 25 52 s Aol t}ﬂ"ﬂ
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TRACTOR. EGPC's share of the Crude Ol
determined wader Article VI shall mclude an
amount egual In value to all of CONIRA-

CTOR’s AR.E. Income Taxes.

EGPC shall assume, pay and discharge, on be
hatf of CONTRACTOR alf ARE. Income
Taxes as defined in Para (f} (1) out of the sums

(2)

received by EGPC from the sale or other dispost-

tion of its share of the Crude Qil.

EGPC shall fumish o CONTRACTOR the
proper offictal receipts evidencing the payment
of CONTRACTOR’s ARE. Income Taxes,
within one hundred and fifty (150) days follow-
ing the commencement of the next ensuing Tax
Year.

Such receipts shall be issued by the proper Tax
Authorities and shall state the amount and
other particulars customary for such receipts.

(3)

() In calculatng its A.R.E. Income Taxes, EGPC shall
be entitled to deduct royalties paid by EGPC to the
GOVERNMENT and the ARE.
of CONTRACTOR paid by EGPC on CONTRAC-
TOR's buinaii,

ARTICLE IV
WORK PROGRAM AND EXPENDITURES
DURING EXPLOCRATION PERIOD

L) CONTRACTOR shall commence exploration htrﬂ-

unrder not later than six (6} months after the Eltec

tive Date. Not later than the end of the twentieth
month after the Effective Date, CONTRACTOR

shall start exploration drilling in the Area.

CONTRACTOR shall spend a minimum of tweive, |

(12} million U.S. Dollars on exploration operations
and activities related thereto dunng the initial three
(3) vear exploration perod, which shall inchude the
cost of drilling three (3) wells. For each one (i)
year period that CONTRACTOR elects to extend
bevond the imtial three {(3) vear exploraton peviod,
CONTRACTOR shall spaid a mnunwn of,

() three (3) milbon U.S. Dollars (U.5. $ 3,000,000)
for the first one ({} year cxtension,

Income Taxes |
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(5) In case CONTRACTOR surrenders its exploration

(i}, three (3) miltlion U.S. Dollars (U.S. § 3,000,000}
for the second one (1) year extenson ;

L J—

N

(iii) six (6) million U.S. Dollars (U.S. $ 6,000,000}
for the third one (1) year extension ; and

(iv) six (6) million US. Dollars (US. $ 6,000,000)
for the fourth one (1} year extension,

such yearly periods corresponding to the fourth, fifth,
sixth and seventh years respectively after the Effe
ctive Date. If CONTRACTOR should spend more
than the minitmm amount required to be expended
during the injtal three (3) year exploration period or
during any ome (I} year exploratnon penod there
after, the excess may be subtracted from the mu-
mumn amount of money required to be expended by
CONTRACTOR duripg apy succeeding exploration
period or periods, as the case may be.

obligations in this Agreement, as sct forth above,
hefore or at the end of the third (3rd) year of the int-
tial exploration period, having expended less than the

total sum of twelve (12) million U.S. Dollars on -
~ ploration, or in the event at the end of the third (3rd)
year CONTRACTOR has expended less than saud
sum in the Area, an amount equal to the difference
between the said twelve {12)  mullion U.S. Dollars
and the amount actually spent on exploraton activi-
ties shall be paid by CONTRACTOR to EGFC at
the time of surrendering or within three mmt}m!
from the end of the third (3rd) year of the mitial
exploration period, as the cas¢ may be.  Any cxpenr |
diture deficiency by CONTRACTOR at the end of
any one {1) vear extension period which CONTRA-
CTOR elects to enter, shall simfarly, and fur the

reasons just noted, result in a payment m full by
CONTRACTAR +a FOPO of curh deficiency.

Provided this Agreement is still in force as to CON- l
TRACTOR, CONTRACTOR shall be entitled to

recover any such payments as exploration expends
ture in the manner provided for under Article VI
in the event of development of commercial produc 1

t1om.

ln case nu Commercial Discosery is established by
the end of the seventh year, or in case CONTRA(-
TOR surrenders its exploration nights under this
Agreement prior to this time, EGPC will not bear
any of aforesaid cxpenses spent by CONITRA-
CTOR.
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(&) At least three (3) months prior 10 the beginming of

erwise mutually
agreed to by EGPC and CONTRACTOR, CON-

exploration operations which CO
poscs to carry out during the ensuing yeal.
ing the exploration period such Work Progran and
Budget shall be at least sufficient 1o satisfy CON-
TRACTOR’s minimum expenditure obligation for
the period it COVERS, taking into account any credits
for excess expenditures by CONTRACTOR 1 priot
exploration periods.

The Exploration Wark Program and Budget shall
be reviewed by a jomt committee to be established
by EGPC and CONTRACTOR after the Effective

Date of this Agrecment.
fter referred to as the “Exploration Adwvisory Comy

sittee”, shall consist of six (6) members, three (3} of
whom shall be appointed by £GPC and three (3; by

CONTRACTOR.
The chaimman of the Exploration Advisory Conr

mittee shall be designated DY EGPC from amons
the members appointed by it. The Exploration
Advisory Cormmuttee chall review and give such
advice as it deems appropnate with respect to the pro-
posed Work Progranmt and Budget. Following [<
view by the Exploration Advisory Commuttes, CON-
TRACTOR shall ke sach revisions as -

RACTOR deems approprate nd subrait the Bx-
Work Program and Budget 10 EGPC for

al of EGPG, CONTRACTOR
fy saud Work Program and
Che roquiied for upur:&liﬂnﬂl
reasons or as a result of exploration ACtviles,
¢ being understood that the approved pudgeted
ex penditure will not be ceduced without the

approval of EGPC ; and
i) In the cvent of emergencies .nvolving danger of
loss of lves Or propertys CONTRACTOR may

expend such additional unbudgeted amounts a3
mayv he reppired 10 allcviate such danger. Such

i) Subject to approv
may revisc 07 mod

expenditures shall b considered i ali respoits.

Ehilll bie |

expenditures and
the provisons of Artcle

d) CONTMCTOR shall advance all Decessary funds

for all matenals, cquipment, supphes, personnel _ad—
ministration and operauons required for exploration

and related operations pursuant £0 the Exploration
Work Frogrant S Dudget Lt TOTCE dhall not b

responsible 19 bear of rcpay 20

costs.

This committes, heren- |

of the ~foresaid

ey p————
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(¢ CONTRACTOR shall be responsible for the pre ’

()

— l—

paration and performance of the Exploration Work
Program which shall be implemented in a work-
manlike manner and consistent with good industry
pracuce.

CONTRACTOR. shall entrust the management of
exploration operation in the A.R.E. 10 its technically
competent General Manager and Deputy General
Manager. The names of such Manager and Deputy
Manager shall, upon appointment be forthwith not-
ified to the GOVERNMENT and o EGPC. The
Manager and, in his absence, the Deputy Manager,
shall be entrusted by CONTRACTOR with sufficient
power to carry out iminediately and comply with
all Iawful wntten directions given to them by the
GOVERNMENT or its represen
terms of this Agreement or any lawful regulations
issued or hercafter to be 1ssued which are apphcable
hereunder.

CONTRACTOR. shall supply EGPC within thirty
(30) days from the end of cach calendar quarter with
a Statement of Exploration Activity showing costs
mcurred by CONTRACTOR dunng such quarter.
CONTRACTOR’s records and necessary support-
ing documents shall be available for mspection by

EGPC at any time during repular working hours
for three (3) months from the date of receiving cach

statement. Withan the three (3) months from the
date of receiving such statement, EGPC shall adwise

CONTRACTOR in writing if it considers :

1} that the record of costs is not correct.

1) that the costs of goods or servwes suppliied are
not i ine wuh the intemational marcket prices
for goods or eervices of similar quality supplied
on sumilar terms prevathing at the time such
goods or services were supphed. provided, how-
ever, that purchases made and services perfor-
med within A.R.E. shall be subject to Article

XXIV. or

that the condition of the materials furnished
Ly CONTRACTOR dars notr tally with their
prices, or -

iv) that the costs ancurred are not reasonably re-
quired for operations.

CONTRACTOR shall confer with EGPC in con-
nection with the problem thus presetted, and
parties shall attempt to reach a settlement which is
mutually satisfactory. If within the time limit of

1ii)

the three (3) month period provided for in thislf

paragraph, EGPC has not advised CONTRACL UR
of its objection to any staternent, such statement
shall be considered as approved.

tatve under the |
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(g) CONTRACTOR shal! supply all funds necessaryfor its
operation in A R.E. under this Agrcement in frecly

convertible currency from abroad. CONTRACTOR

shall have the right to buy Egyptian currency when- |

ever required and the conversion shall be made at

the local banks in the ARE, accordmg to the oif-
c1al A.R.E. rate of exchange.

ARTICLE V

MANDATORY AND VOLUNTARY
RELINQUISHMENTS

MANDATORY RELINQUISHMENTS

At the end of the third (3rd) year after the Effective
Date hereof, CONTRACTOR. shall relinquish to the
GOVERNMENT a total of twenty five (23) percent of

the original Area, not then converted to a development
lease or leases.

Provided CONTRACTOR has elected to extend this
Agreement as provided in Article LII, paragraph (b), then
at the end of the fifth year after the Effective Date here-
of, CONTRACTOR shall relinquish to the GOVERN-
MENT a total of twenty five (25) percent of the onginal

Area, not then converted to a development Icase or
leases.

At the end of the total cxploration period CONTRA-
CTOR shall relinquish the remainder of the original Area
not then converted to a development lease or leases.

VOLUNTARY RELINQUISHMENTS | | |

CONTRACTOR mav voluntarily at anv tim: relineg-
uish all or any part of the: Aiea provided that at the time
of such vohwtary rdinguistinent its financial abligations |
for explovation expenditures under Article [V parageaph
(b) have been satisfied.

Any relinquishments hereunder shal? be credited toward
the mandatery provisions of the above paragraph.
Following Commercial Discovery, EGPFC and CONT-

RACTOR shall mutually agree upon any arca to be |
relnquished thercafter, except for the relinquishment

prvadaed tor above wc e ond of e wital expioration

period. | l
ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

(@) On Commercial Discovery, EGPC and CONTR-
ACTOR shall form in the ARE. an APCralGY |
company which shalt v called BENAS PETFROT.
LN CONPANY . Leevoiealter o0 foeed 1o ae B0y
ASCO. BENASC.O) shal e :~;uhjcrt tee Ll Easas oyondd
regulations m force e the ARFE. to U extent that
such laws and regulatinns are not, inconsistent i
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the provisions of this Agrcement or the Charter of
- BENASCO. However, BENASCO shali, for the
purpose of this Agreement, bc excmpted from the
following laws and regulations as now or erEafttI‘
amended or substituted ;

— Law No. 80 of 1947 on Exchange Control and ity

executive regulations, as amended
— Law No. 26 of 1954 op Companics, as amended ;

— Presidential Decree No., 1203 of 1961 on Con-
tracts of Works of the Govemment, Public In-
stitutions and Semi-governmental Companies, =25
amended ;

— Law Na. 141 of 1963 on Representation of Em-
ployees and Workers on the Boards of Compan-
its ;

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

-— Law No. 61 of 1971 on the Staff Regulations of
Public Compantes.

(&) Lhe Chaner of BENASCOU 6 hocto awachied as
Amex “D”. Within thirty {30} days after the date
of Commercial Discovery, the Charter shall take
effect and BENASCO shall automaticaliv come into
extstence, without anv further procedures.

(¢) Not later than the twenticth (20th) day of cach
month, BENASCO shall fumish to CONTRACT-
OR 2 written cstumate of 1ts tota] cash roguircments
of the succeeding month expressed in US. Dollacs,
having regard to the approved budget. Such esti-
mate shall take into consideration any cash expected
to bc on hand at month end.

Pavmoent for the appropnate perixd of cach month
St B nads wo e coiGpendient hank ot
N paragraph () below on the first day and fifteenth
day, respectively [ oor the st following  business
day, if such dav is mot a business dav.
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() BENASCO is authorized to keep at its own disposal
abroad, in an account opened with a correspondent
bank of NATIONAL BANK OF EGYPT the for- |
eign funds advanced by CONTRACTOR. With- |
drawals from said account shall be used for pay-
ment of goods and services acquired abroad and for
transferring to a local bank in the A R.E. the requir
cd amounts to meet expenditures in Egyptian Pounds
for BENASCO in connection with its activities unader
this Agreement,

Within thirty (30) days after the end of cach Fin-
ancial Year, BENASCO shall submit to the approp-
riate exchange control authorities in the ARE. a
statement, duly certified by a recognized firm of
auditors, showmg the funds credited to that account,
the disbursements made out of that account and
the balance outstanding at the end of the year.

BENASCQO shall prepare 2 Development Work

Program and Budget for the remamnder of the vear

m which the Commercial Discovery 15 made and not

later than sixty (60) davs after the Commercial Dis-

covery unless otherwise agreed upon and on the 15th
of October each vear thereafter, BENASCO shall

prepare an annual Production Schedule and a Devel-

opment Work Program and Budget for the successive

year. The Production Schedule and the Develop
ment Work Program and Budget shall be submitied |
to the Board of Directors of BENASCO for approval.

(e}
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ARTICLE VI

RECOVERY OF COSTS AND EXPENSES
AND PRODUCTION SHARING

(17 Cost Recovery Crude Qi

Lo e
L

Subjecr to the audiung provisions under this Agree-
menit, CONTRACTOR. shall recover all costs and
expenscs in respect of all the exploration, development
and reclated operations under this Agreement to the
extent and out of fortv 40} percent per annum of
all Crude Oil produced and saved from all develop-

ment leases hereunder and not used in petrolenm

uperations.  Such Gruge i s borealwr  relerred

to as “Cost Recovery Crude Qil”. Such costs and
expcnses shall be recovered from Cost  Revovery
Crude Oat 1n the following manner.

1} All Operaung Expanss, incurred afier the innial
Commercial Production, which for the purposcs
of this Agreement shall mean the dates on which
the ot cepndue Slepoene o shadl e

recoverible i the Tax Year mowhieh suciy os-

prnses are wearved,
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ii) Exploration Expenditure, including those accw
mulated prior to the commencement of initial
Commercial Production, shall be recoverable at
the rate of twenty (20) pcreent per annum Lased
on amortization at that rate starting in  the
later of the Tax Year in which such expend-
tures are incurred or the Tax Year in which -
tial Commercial Production COMMCITES.

Development Expenditure, including those accir
nmlated prior to the commencement of init:al
Commercial Production, shall be recoverable at
the rate of ten {10) percent per annumb based
on amortization at that rate starting in the later
of the Tax Year in which such expenditures arc
incuxred or the Tax Year in which initial Com-
mercial Production commences.

iii)

iv) To the extent that in a2 Tax Year, costs, eXpeiscs
or expenditures recoverable per paragraph {1},
(ii) and (m) preceding exceed the value cf all
Cost Recovery Crude Oil for such Tax Year.
the excess shall be carried forward for recovery
¢ succeeding Tax Year or Years until
fter the termy

in the nex
fully recovered; but in no €ase a
nation of the Agreement as 1o Contractor.

v} For the purposc of determining the classification
of all costs, expenses atld expenditures for ther
recovery, the followmg terms shall apply:

it

'

s Fxpendinares shall mean all
penses  for cxploratiun Opurd-

“Fxplon
costs and ©
tions.

7} “Development Expenditures’

expenses for development opera-

the exception i
Expenscs.

7 “Opecrating Expensus shail mean all conts,
CN PSS hoatoy e

commercial production opcrations,

il r.\pu'iulnun ~ palalnde .
w hich

(2) CONTRACTOR shall cach year take and scpavately
disposc of all Cost
except as provided m sub-paragraph {a) (3) below,

Recovery Crude Ol produced,

plus its share of the
below of this Article VL.
ot

ted in paragraph (b) lTo
the that Re-
covery Crude Oil, as determined n  sub-parag-

extent the value of the

l'
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raph (c) below, exceeds the actual recoverable
costs and expenditures, ancluding any carmed
forward from paragraph (a) (I} (v} above,
to be recovered m thay vear, the value of such
Excess Cost Recovery Crude Oil actually taken
and separately disposed of by CONTRACTOR, |
shall be paid by CONTRACTOR to EGPC 1n

the manner set forth in Article IV of the Accoun-
ting Procedure contamed i Annex “E”, and

CONTRACTOR shall be deemed to havc pur-
chased such excess Cost Recovery Crude Oil.

o\

EGPC shall each year have the option of taking

delivery of a quantity up to forty (40} pearcent l’
of the excess Cost Recovery Grude Ol F.O.B. the
export terminal {or other delivery point mutually r
agreed upon) for the purpose of supplymmg any
‘of EGPC’s share of operating requirements for
refinerics located in the ARE. |

woduction Sharing -

The remaining sixty (60) percent Crude Oil
hall be taken and disposed of separately by
EGPC and CONTRACTOR m the following

proportions :
-odaily preduction for BGHGS CONTRACTOR :
i G ]:rm.hl('il‘li!; daw{ Share Share

‘HH“ Hf3l‘]) or less { B9 i M

{hal amoannt d cacess of JUUUUU BOPLD o
aforesaid, shall be sitared 1n the following prop- 7
ortons -

EGPC’s CONTRACTQOR's |
Shan:_ Share
a5% 15%

In implementation of the {orcgong, 1t 15 under-
siod that when the avetage dady proscuction
cxceeds 200,000 BOPD, then the forty (40) ‘
percent Gast Recovery Crude Oil shail be deduc-
wed proporuonately from the firse 200,000 BOPD
portion and forty (40} percent from the amount |
e exeess of 200,000 BOPD. |

For  pumeses of determning the Value of the
quantity of Cost Recovery Crudie O o w bl

CONTRACTOR is entitled  hercunder during
cach calendar semester, the weighted average
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(d}

(c)

(2) {f dunng any calendar semester there are no

BENASCO shall prepare,

CONTRACTOR

price realized in freely convertible currency from ' A g gt Yl W gadl £ - A

F.O.B. point of export sales by cither EGPC nr
CONTRACTOR under all Crude Ont sales con-
tracts currently tn effect, but excluding Crude

Oi) sales contracts involving barter, whichever 15
higher, to non-affiliated companies during such
semester shall be used. It is understood that
the case of C.IF. sales, appropriate deduction
shall be made for transport and insurance charges |
to calculate the F.O.B. point of export price. l

such sales bv EGPC or CONTRACTOR under

Crude Oil sales contracts cwrrently in effect,
EGPC and CONTRACTOR shall meet and
mutually agree on the price of the Crude Oil to
he used in determining the value mentioned m
sub-pargraph {¢) {1}, Pending such mumal
agreement the price used shall be the last pnce
determined pursuant to sub-paragraph (c) (1) and
appropriate adjustment will be made thereto
after determination of a mumally agreed price
by EGPC and CONTRACTOR. ‘

———

not less than ninety
(90) davs pnor to the beginning of each calendar
semester following regular production, and fum-
ish i wnting to CONTRACTOR and - EGPC
a forecast setting out the total quantity of petrol-
cum that BENASCO estmmates can be produced,
snved and transported  hercunder during each
cadendar semester m aceordance with good ol
nedustry peerice. BENASCO shall endeavour
to produce ¢ach calendar semester the forecast
quantity.

Crude Onl shall be run to storage tanks con-
structed, maintamed and operated according to
(Government regulations, by BENASCO in which
said Crude Ol shall be metered or otherwise

Pryposes

measured for rovalty. and the ather

required by this Agreement.

shali have the might and the
obligation to separately take and export currently
all of the Crude Oi 10 which it 15 entitled as s
determined i accovdance with sub-paragraphs
(a} and (h) of this Article.  Subject to payment
of sums due EGPO under Arucle VI (a) (2)
avidd V1 g (2,, CONTRACTOR shall bave
the right to retain abroad all funds  acquired
by 1t ubroad mciuding the proceeds from the sale
ot atg share of Crnde OF exported.
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. ARTICLE vIn | (iU )
TITLE TO ASSETS AND BONUSES — Je W 15 L

(2) EGPC shall become the owner of all assets acquired 1: W‘-}WMJ Jave W BET I A 3 punnes (1)
and owned by CONTRACTOR in connection with | Y ,5:.-1: KRR L 3 Y ‘}1 ALt ;_;"i_;'b'ft}' JE;I;

the operatons carnied out by CONTRACTOR or Ll
BENASCO in accordance with the following : )
(1} Land shall become the property of EGPC as | ) [‘:b_; 3£ e 3 Sk w‘;\jﬂ i — |

soon as it is purchased.
(2} Tide to fixed and movable assets shall be transfer- | Ui, Le 0 Poadt, bl JpeVt i YT -y
- f . - _ - 1 el
red automatically and gradually from CON Ui y 2o, je s Wkie duea SHY J AT

TRACTOR to EGPC as they become subject 10 |
depreciation in accordance with the provisions of { S K7 jai o83 S i FE W

Article VII. However. the full tide to fixed and | . Ty et e .
movable assets shall be transferred automatically 7 ""‘"JL WO sl o LAl gyl ""1‘:“ dge W
from CONTRACTOR 10 EGPC at the end of | Uiyl e Jylidll Ld o il s
the year when its total cost has been xecovered by | - ... T T
CONTRACTOR in acoordance with the pro- UL LRI FREY oy
visions of Article V11, or at the time of termina- | | Ny C’" VRS
tion of this Agreement, whichever first occurs. -
The Book value of the Asscts created during each | [t ;»-L-r o Jil...-_;l\ _;Mhdjuurﬁ,:
calendar quarter shall be communicated by CON- wle bl Yo aib 3 JaW e gl
TRACTOR to EGPC or by BENASCO to EGPC & - f't;‘ dg-’l‘!l Py ey
aod CONTRACTOR withia thirty (30) davs of the - SRR %.f
end of each quarter. | ¢ Ak S L F

(b) Dunng the term of thais Agreement and the renewal JHd 5§ b 2oy YT Lm0l Py G () -
period CONTRACTOR and BENASCO are entided | 351, 3 MY o] B Y 1 51 By _,Q-L,

to the full use m the Agreement Area, and any other | - $ . P
area approved by EGPC of alf fixcd and movable | 98 ¢ Ll boais 21 dden ol 3 ol A3kaWt
assets. EGPC and CONTRACTOR shall not dispose A 1y Jgal JF gy . 'H}E.li_,i;‘l:ﬂ J e Yt

of the same except with  agreement of the other. _ N
pi g e bagiter W dpe¥lain 34 ez
( BONUSES | - ()
(1, Signature Bonus L r e et e
CONTRACTOR shall pay to EGPC the sum of | o 4 aie e 3l Bl G s i dlien (1)

five and one-half million U.S. Dollas (US. $ Sh¥ss e ¥ ( G anes } il Lhmt

3,500,000} as a signature bonus on the Effective , e e Wl
Bae, e B PAUR T it PRIy
1=\ .
(2} Production Bonuses L # _C H = (%)
i. CONTRACTOR shall pay to EGPC the sum | 4ty o fr dedadl J,la p =
of one and one-half million U.S. Dollars (US. | . 41,1y JobY,s o ) (u ____ ) v

-8 150NN e 5 nrvaductiom bams when |
' | - _ L . ) ) .r } é " _ ‘: - & T i} t_: - .(-f_, lm
tota) average daily production is sustained at | 525 e OV D Ll ol | Al s »

the rate of fifty thousand (50,000) barrels of { . . RN | IO PR

ol per day (B.O.P.D)) for a period of thirty | 5 57 i( o J <A O F v E‘*‘?

(30) consecutive producing ays. . &l e (‘l') NN g e p;_ﬂ J3
olais Lital Wa i 5¥ L ¥ 3,00 2y — ¢

1. CONTRACTOR shall also pav to EGPC the |
addinonal sum of three and onc-half million | o~ )Y, ( o JURUIN ) N Lenty cuote W50

U.S. I}aﬂallfs (LJ.S. § _3‘5[}_0,9{}0) | when the b Ct;i TR ETAPRT PR AN Y
average daily production is sustained at the |
rate of onc hundred thousand {100,000) barrels
of oif pee dav (B.O.P.D. for a periad of thirty

(70} consccutive preauctty divs,
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. CONTRACTOR shall also pay to EGPC the
additional sum of five million U.S. Dollars
(U.S. § 5,000,000 when the average daily
production is sustained at the rate of one hun-
dred and ffty thousand {150,000} barreks of |
oil per day (B.O.P.D.) for a period of thirty
(30) consecutive producing days. |

All above referred to bonuses shall neither be |
recovered nor amortized by CONTRACTOR.

(3)

ARTICLE IX l

OFFICE AND SERVICE OF NOTICE H

CONTRACTOR shail mamtam an office in A.R.E. at
which notices shall be validly served.

The General Manager and Deputy General Manager
shall be entrusted by CONTRACTOR with sufficient
power to carry out immediately and comply with all local |
written directions given to lum by the GOVERNMENT
or its representative under the terms of this Agreement or |
any fawful regulations msued or hereafter to be ssued
which are applicable hereunder and not in conflict with |
this Agrcement,

All mattess and notices shail be deenicd o be valadiy
- served which arce left at the office of the General Manager |
or which are sent to him by registered mail 1o CONTRAC-
TOR's office in A.RE. provided that he or one of his
authorized agents has acknowledsed recapt thereof.

}
Notugces under Article XX should be e e o offucial

ir},_{:.l.i EVEsE e oo,

Al matters ol notices shall be decned o e ‘-'ZIHI.“}'
served which ave Iefr at the office of the Chainman of |
EGPC or which are sent to him by registered mail at
EGPC’s mam office m Cairo provided it is proved that |
he or one of his authorized agents has acknowledged
receipt thereof, |

ARTI(LE X

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

() CONTRACTOR and BRENASCO shall take all pro-
per measures, according to generally acoepred me-
thods 1in use mn the aal industry to prevenr loss or
waste of petroleum above or under the ground in
e ferm during drilling. producing. gathering and
cdistributing or storage operanous.  fhe GOVERN-
MEXNT has the night to prevent any opsration on any

well that st might reasonably expect would result in
loss or damage 0 the well or the oil field.
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b} Upon completion of the drilling of a productive well, | o L P T .

) C%MRMBENMCO,ugcmmym, y ’&’ STk Ay o S e ()

il inform the GOVERNMENT or its representative 3 TS IS VIRPRR TV P o R (A R X
nfth:timwhmthcwcllwﬂlbetcstcdandtht e} s p g
production rate ascertamed. T S o b

(¢) E?ECPF o instances where multiple producing forma- I Jand 71 Lalesil Cs‘_ N oY b ()
dons in e same wel can sy be producsd cn0-| e Sl AN S5 e e SISl
nucallythmughasmglctuhmgstrmg,Pctmlcummall b e deih 2Bl e Y A ek A
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ARTICLE XI
CUSTOMS EXEMPTIONS J}‘ Solelae Yl
(a) EGPC, CONTRACTOR, BENASCO and their can- | -or ooy pdslily Kby Jslaly L gl mans ()

tractors a*nd cub-contractors engaged mn carrying on Lalaryl pas £33 Sl 22 yegis A L 1

operations under this Agreement shalk be BRI TS ' - ‘

ta import, xnd chall he exempted from costans ingies.
with respect to the ymportation of machinery, cGuip
ment, vehicles, matenals, supplies, consumahble items
and movable property, when certified by a respon
sible cpresentative of EGPC, 10 be used solely i ads  calkf 'i:.__;U-‘\ Sl Al jj e Ul
carrving on opcrations under this Agreement, . aslayl
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(b) Each expatnate emplovee of CONTRACTOR @ <L = b - .
BENASCO and the wad roniractors and b |7 'J J5 ; ST Ut - JS:J rre (-._.:)
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and personal effects including onc automobile ; pro-
vided, however, that such propertics are imported for
the sole use of the employec and his family and
provided, further, that no such property imported by
the employee shall be resold by him n the ARE.
except in accordance with GOVERNMENT regula-

(1011S.

(¢) Thc exemption provided in {a) of this Article shall
not apply to any imported iteras, when items of the
same, or substantially the same, kind and quality
are manufactured locally and are available for pur-
chascandtimclyddivﬂyinﬂlcm.atnpricc
not higher than tem (10} percent more than the cost
of the imported item before customs dutics, but after
transportation and nsurance costs have been added.

of any export duty, or Impost.

(¢} Used but sexviceable material, equipment and goods
| resulting from operations hereunder may be sold with-
in the ARE. provided that the purchasers pay the
applicable customs dutes, taxes ot imposts, 1f any,
except if sold to EGPC or an affiliated company of

FGPC.

() Material, equipment and goods so damaged or used
as to be non-serviceable and which are classificd by

CONTRACTOR or BENASCO as scrap of junk
(any such CONTRACTOR appraisal bemng subject
. to EGPC approval and any such BENASCO apprar
sal being subject to EGPC and CONTRACTOR

approval) may be sold as scrap or junked without pay-
ment of customs duties, 1axcs or WNposes.

(¢) In the event of such sale under sub-paragraphs (¢}
and (f} above, the proceeds from such salcs shall be

divided in the following manncr

CONTRACTOR shall be entitled to reimbursement
of ite unrecoverad cost, if any, such maut 13l or
equipment and the excess, if any, shall be paul to

| 6

—_

!

Pody s S5 3 e Tomietll DYy sl M0y AN
Jeedt (M G Lt 35S O ol e 2R
gl of Ll gy 6 G e
s G L pupag b de 0 558 Y o A
- A S

o) i e (1) 3,380 G e ot e s 23 ()
R CO (W8 EVR ) S g H PP D A B
w3 080y U mei U Dapny liw A5l
Ap o pd b GG Ll
B G e W G (1) it o ST oaY
GIEG B A Sy A e LY 2
. by Jub

e O 3 I PO P R RLIPS g‘-ﬁe"".‘.‘(-‘)'
S i By by e et U G ix

.i:‘ _,‘_,:_-L.a: 3 13_1 e Ol 05 2y gl 3 basys!

s b

Sl oo Ay Yanrdl Slally Sleglly SN (2)
oz 592 Jledl) els 15 ey LW oo 5 gn
o e sbe b gsatdl da il b5 p g
ol 1:‘.::;-5' s o ) A ey e LY
Sl gl oams BEYL G 2l e 2 Lo g
UL STy g

Coenel ot ot ol il H Loy 1M ()
o L Sl ST MY Wiy e abls £
A s 555 o e o o ol ) 06 5\
ol 5] gy e 511 2L a0 o 13
Wr eams 2 090 0 i S Va6 (S0
VPN TP Py

el Ll G| Ll g8 e s SR 3B (5)
el SRR, WA TR PR
: JU ot e

S adn AT o a3 2t QLo ao 2t A 3ans

thes 0 ¢ %&J:;,;Lé.&:,c ;..-l-_-}bih;rw] N
- UPY



w o Wt B 1 ) o A s 1%

i —
ul— e l—

(h) «Customs Dutiesy, as used herein, shall include all
duties, taxes or imposts {except those charges paid to
the GOVERNMENT for actual scrvices rendered),
which are payable as a result of the importation of

the item or items under consideration.

(1) There shall be no licence required, and CONTRAC-
TOR and EGPC shall be exesnpted from any duty,

tax, fee or any other financial impost in respect of
the export of Petroleum hereunder,

() At a reasonable time prior to the commencement of
Commaercial Production EGPC and CONTRACTOR

shall megt and agree upon a procedure for scheduling
tanker liftngs from the agreed upon point of export.

ARTICLE XII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENT

(a) EGPC, CONTRACTOR and BENASCO shall each
maintain at their business offices m the A.R.E. books
of account, in accordance with the Accounting Proce-
dure in Anmex E and accepted accounting practices
generally used on the petrofcum industry, and such
other books and records as mav be necessary to show
the work performed under this Agreement, including
the amount and value of all petroleum  produced
and saved hereunder.  CONTRACTOR and BENA-
SCO shall keep their books of account and account-
mg records m United States Dollars. BENASCO
shall fumish to the GOVERNMENT or its represen-
tatvie monthlv retums showing the amount of petn-
lewre produced and saved hercunder. Such retums
shall be prepared én the form required by the GO-
VERNMENT or its representative and shall be sig-
ned by the General Manager or by the Deputy Gene- |
ral Manaper or a duly designated deputy, and delive-
red to the GOVERNMENT or its representative
within thirty (30) days after the end of the month
covered in the retum.

(7' The aforeaaid honke af acenount and nther hooks and
records reforved to above shall be available ar all
reasonable times dor mspection by duly authonzed
representatives of the GOVERNMENT.

{¢) CONTRACTOR shall submit to EGPC a Profit and
Loss Statement for the calendar vear not later than
March {5 of the following vear to show s net profit
or loss from the petrolcum operations under this
Arvesment for cwh vear

CONTRACTOR shall at the same tume submit a

vear-end Balance Sheet forr the samie colendne vear

s EGPC.
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ARTICLE XIII
3
RECORDS, REPORTS AND INSPECTION

(¢) CONTRACTOR and/or BENASCO shall prepare

(b)

{c)

and, at all times while this Agreement is in force,

maintain accurate and current records of its opera-
tions in the Area hereunder. CONTRAGI'OR

and for BENASCO shall fumish the GOVERNMEN'T
or its representative, in conformity with applicable
regulations or-as the GOVERNMENT or its repre-

sentative may reasonably require, information and |

data concermning its operations under this Agreement.

CONTRACTOR .and/or BENASCO shall save and
keep for a reasonable period of time a representative
portion of each sample of cores and cuttings taken

from drilling wells, to be disposed of or forwarded
to the GOVERNMENT or its representative in the

manner directed by the GOVERNMENT. All sam-
ples acquired by CONTRACTOR and/or BENAS-

CO for its own purposes shall be considered available
for ingpection at any reasonable time by the GO-
VERNMENT or its representative. Any such sam-
ples which CONTRACTOR or BENASCO has kept
for a period of twelve (12) months without receipt of
intructions to forward them to the GOVERNMENT
or its representative or clsewhere may be disposed
of by CONTRACTOR or BENASCO at its discre-

tion.

Unless otherwise agreed to by EGPC, in case of
exporting amy rock samples outside AR K., samples
equivalent in size and quality, shall, before such ex-
portation, be delivered to EGPC as representative of
the GOVERNMENT.

Originals of records can only be exported with the
permission of EGPC ; provided, however, that ma-
gnetic tapes and any other data which must be pro-
cessed or analized outside the AR.E. may bé“expor-

ted if 2 monitor or a comparable record is maintained |

in the AR.E. and 'provided that such exports shall
be repatriated to A.R.E. on the understanding that
they belong to EGPC. EGPC and CONTRACTOR
shall arrange for a representative of EGPC to attend
Electronic Processing of such exported magnetic ta-
pes in PI"DCF:SSlIlg centres Expenses of such represen-

tative shall be considered as exploration expenses.
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(¢) During the pcriod CONTRACTOR is conducting
the exploration operations, CONTRACTOR shall
permat EGPC through EGPC's dulv authorized rep-

resentative or employee to have full and complete
access to the Area at all reasonable times with the
right to observe the operations being conducted and
to inspect all ‘assets, records and data kept by CON-
TRACTOR. EGPC’s representative in exercismg |
EGPC's right under the preceding sentence of the

paragraph (e) shall take care that the operations are
not hindered or delayed. CONTRACTOR shall
provide EGPC with copics of any and all data (inchu-
ding, but not limited to, geological and geophvsical
reports, logs and well surveys), informatzon and inter-
pretation of such data and information in CON-
TRACTOR's possession. All such data and mfor-
mation shall be strictly confidential and shall not |
be divilged by EGPC except to affiliated companies,
or by the GOVERNMENT. without the consent of
CONTRACTOR. while this Agreemant remains in
force.  However, for the purposes of obtaining new
offers the GOVERNMENT may show any other
party geophysical data (but well logs only by mutual
agreement} with respect to the Area adjacent to the
-Arca of such new offer.

ARTICLE X1V

RESPONSIBILTY FOR DAMAGES

CONTRACTOR shall entirely and solely be responsible
In law towards third parties for anv damage cased by
CONTRACTOR's cxploration npt:ratlnn'% anrl shall -
denmify the GOVERNMENT against all damages for

which it may be held Lable on account nf anv such opera-
tions.

ARTICLE XV

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized
MENT <ball e Aa covered in [hhu

Agreement and to the operations conducted thercon. Such
representatves may examine the books. registers and re

cords of EGPC, CONTRACTOR and BENASCO and |

representatives of the GOVERN-

ddoow 7wy B ullc

make a reasonable number of survevs, crawings and tests
for the purpose of enforcing this Agrecment. Thev <hall,
for such purposes, be entithed to make reasonable use of
the machinery and instruments of the CONTRACTOR
or BENASCO on the cundll:mn that no dangtr or impedi-

ment to th: N L S I T TR T Tt TR TRV diveldy or

inchrectly from suu:.:h wse. The GOVERNMENT indem-
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rescntatives shall be given rcasonable assistance by the
agents and employces of CONTRACTOR or BENASCO
so that none of their activitics shall endanger or hinder
the safety or efficiency of the operations. CONTRAC-
TOR or BENASCO shall offer such rcpresentatives all
privileges and facilities accorded 1o its own employecs
m the field and shall provide them, free of charge, the
usc of rcasonable office space and of adequately fumished
housing while they are m the field for the purpose of
facilitating the objectives of this Artick. Any and all
mformation obtained by the GOVERNMENT or its rep-
resentatives hereunder shall be kept confidential with res-
pect to the Arca and shall not be disclosed dunng the
term of this Agreement without the prior written consent
of EGPC and CONTRACTOR.

ARTICLE XVI

EMPLOYMENT RIGHTS AND TRAIXING OF
ARAB REPUBIC OF EGYPT PERSONNEL

{a) It is the desire of EGPC and CONTRACTOR that

~ operations hereunder be conducted m 2 busmesslike
and efficient manner.

(1) The expatriate administrative professional and

technical personnel employed by CONTRAC-

TOR or BENASCO and the personnel of its
contractors for the conduct of the operations
hereunder, shall be granted residence permuts
as provided for in Law No. 89 of 1960 as now
amended and the work permit for ahens as pro-
vided for in the Ministenal Order No. 9 of 1903
as now amended without prejudice to tae
ARE. laws and regulations velating to public
palicy or public sccurity.

2) A minimum of fifty (30) pereent of the combined |.

salanies and swages of the expatriate administra-
ve, professiena! wovl vechimical personmd em
ployed by CONTRACTOR or BENASCO shall
be paid in Egvptian Currency.
(h) CONTRACTOR and BENASCO shall cach select
the employees and determine the number theroof,
to be used for operations hereunder,

(L"' CONTRACTOR shall, after  consultation  with
EGPC, prepare and carmry out spccmhzcd l:ram.ng
proorams for ol of e A RE N eTEaged in
opcrations hercunder  with  respect to  applicabie
aspects of the petroleum mdustry.

CONTRACTOR and BENASCO wil undertake to
rcplace gradually thetr non-executive expatnate staff

by qualified nationals as thev are available.

(@ During the period when CONTRACTOR is con
ducting cxploration. CONTRACTOR shall <oup.-
rate with FGPC in ervine momally cmreed numtiers
of LGPC cmplovecs an opportunits w0 attend and
participate in CONTRACTOR's and CONTRAG-
TOR's athhate traming progvams.
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ARTICLE XVII

LAWS AND REGULATIONS

(a) CONTRACTOR and BENASCO shail be bound by
the rcgulations issued for the implementation of
Law No. 66 of 1953 (excluding Articdde 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
Agreement and for the oonservation of the petro-
Jeun resources of the A R.E. provided that, no re-
gulation, modification or interpretation thereof shal!
be contrary to or inconsistent with the provisions of

this Agreement.

EGPC and CONTRACTOR shall be exempred
from all taxes, except as provided in Article I11 par-
agraph (f) for income taxes, with respect to the extra-
cting, producing, exporting or transporting of Petro-
leum hereunder.  CONTRACTOR ‘shall also be
exempted from any tax on capital.

(&)

(¢) The rights and obligations of EGPC and CONTRA-
CTOR under, and for the effective term of, this
Agreement shall be governed by and in accordance
with the provisions of this Agreement and can only
be altcred or amended by the mutual agreement of
the said contracting parties.

()

The contractors and sub-contractors of CONTRAC-
TOR and BENASCO shall be subject to the provi- |
sions of this Agreement which affcct them, they <hall
also be bound by all regutations which are duly issued
by the GOVERNMENT from timc to time.

ARTICLE XVIII

RIGHT OF REQUISITION

In case of national emergancy duc to war or immiuent
expectation of war or el cauwses, the GOVLERN-
MENT may requisition all or a part of the produc-
tion from the Area obtained hereunder and require |
EGPC and CONTRACTOR 10 increase such pro- |

e L,
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duction to the utmest possible maximum., The
GOVERNMENT may also requisition the oil field
itsclf and, if nccessary, related facilitics.

(/' I all cases, such requisition <half not he ffecned  «
cept after inviung EGPC and CONTRACTOR or
their representative by registered Jetter, with acknow-
ledgement of receipt, to express their views with re-
spect td such requisition.
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(¢} The requisiion of production shall be effected hy | |

(d

L]

[

(6)

WvE L dp i3 (o) K0 YA S

— e N il Y'Y

Mmisterial order. Any requisition of the oil field
itself, or any related facilities shall be effected bv a
Presivential Decree  duly notified to EGPC  and
CONTRACTOR.

In the event of any requisition as provided above,

the GOVERNMENT shall mdemmify in full EGPC
and CONTRACTOR for the period during which
the requisition s maintained, incduding :

(I) Al damages which result from such requisttion.
(2) Full payment cach month for all petroleum ex-
tracted by the GOVERNMENT less the royalty
share of such oil. However, any damage resulting

from enemy attack is not within the meanimgof this |

sub-paragraph (d). Payment hereunder shall be
made to CONTRACTOR m U.S. Dollars remitted

abroad. The price paid to CONTRACTOR for

petroleum taken shall be calculated in accordance
with Article VII, paragraph (c}.

ARTICLE XIX
ASSIGNMENT

Nceither EGPC nor CONTRACTOR may assign 1o
a pcrson, firm or corporation not party hereto. i
whole or m part. anv of ity nghts, privileges. duties
or. obligations under  dus Ayreement awithiou
written consent of the GOVERNMENT. How-
ever, cither EGPC or CONTRACTOR shall be byez
to assign its rights, privilcges, duties and obligatrons
under this Agreement to an affiliated company; and
provided, further, that the assignee shall be as quaii-
ficd as the assignor with respect to its technical and
financial competenee, and excepting assigninents to
assignces wholly owned by CONTRACTOR. (-
VERNMENT approval ue e asalghiiwt shad i
first obtamed.

In the event that EGPC or CONTRACTOR wishes
to assign, in whole or in part, any of its Dgits,
privileges, dutics or ohligations hercunder as afore
saicl, the written consent thereto of the GOVFERN-

MENT shall not e athitranly withheld. To enable

I H [} fur ey
consent, the fotkawwme comditons mgst e falbidied

constleration ter lae oo w0 e

(1) The obligations of 1he assighor denving Trom
this Agreement st have bheen duly  {uiféicd
as of the date such request 15 made ;
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MENT of its or their financial and “techmical T Je1 B P 5 S
competence. : . . . o o
(3) The insgument of assignment must include J"iﬁu’:ﬂ;,}djh:“liﬂd..:-d q‘ q._.-'l?_(\") ,:_
_ provisions statng precisely that the assignee 1S hagad @ O 1kt of Gt ans
bound by all convenants contamed in_this Agree- ‘}1 U{-ﬂ'uﬁi fﬁ:.‘:l_‘d) _ i 'i
ment and any modifications or addibons m ! lf'_'L" J"-""“ O by ailsY -“\r_-‘ﬁ & gt
writing that up to such ime may have been | 3 flaly o Cbbel J o W
made. hdrafuafmchinstrumtofassi;m W E s N
1t shall be submitted to the GOVERNMENT | oed) WSO L QA sy £
for review and approval before bang formally . Lo, Leals 1 S5 ot
() Every executed and delivered mstrument of assign- JoW of d s JE Rdy daps J=iasy ¥ ()
" ment- assigning any of the rights, privileges, duties TR b I b ol b ie meg) B
or obligations hereunder of EGPC or "CONTRAC- s AUl 5 "'?-‘-":? Pl "‘Jt:"_‘ ? el sl Lo
TOR shall be submitted to the GOVERNMENT (v-)edR I dLFA AF o Py (EPTE LR
within thirty (30) days after the GOVERNMENT | {ayz el R T T % & v POV YA VAl PRV S
approves the assignment, for registration _in - 1S | e "JJH“-LB";”“\-”@ Ig’;‘-”-
-(d) -Any assignment made pursuant to the provisions of .._J\f.'i:l o ._;Ll\.»u-_,.a_.l'lu_, w..id‘,"‘ﬁ'(;) '

this Article shall
taxes, charges or fees.

be free of any transfu'orrchmd'
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- thad ¢ by order or Presidential Decree, v T . o ik ey = :
with_mn CONTRACTOR in the following \ | : BN NSt oo Ais
(1)- If it knowingly has submitted any false e | Tms SR LSINSL Jop g8 Bl (1)

" ments to the GOVERNMENT which weré 24 o oly] 3 S0 et SELR b OF)
material consideration for the exccution of this | A . Ll
Agreement ;. | 3 SRS

| sl in gt las oo ol op J3E 6L (Y)

1f it assigns any interest hereunder contrary fto
the provisins of Arucle XIX hercof ;

- (2)
(3) it adjudicntcﬂ bankrupt by a court of com-
pctent jurisdiction icbon ; | -

—_—

| - 1}\»’“# o
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(4) If it does not comply with any final decision rea-
chodasthcrmﬂtofmutpmcctdingmndnc- ot e €t | ey s
ted under Artide XXII paragraph (a) here | W sl o ( 1 )'J"'n q’g"i \& gooue il ad
under. __ . @mﬁ\mifﬁﬁj :
(5) If 1t ctentionally extracts any mincral other li.iaﬂ\c,-ﬁ;-j g WP 5_,-3‘:.-1 "3 (o)
" than petroléum pot authorized by this Agrcc 1:;1;;'31,,1. . C.J'}Hfd_,j.:“ A -[J_;L..-

ment or without the authonty of the GOVERN-

MENT except such extraction as may he una-
voidable as the result of operations conducted
hefeunder in accordance with accepted  petror

lenm industry practice and which shall he notr-
" fied to the GOVERNMENT or its representa

ﬁvcassnonnspnﬁiblc;and-
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shall take

Ve e g wd (9) )5 YA ST S5 Al v
(L) 1 1t commits any material breach of this Agree- 1-_315-"91 oAl iu__r’_.*’.' 1alle t‘i ‘;"-ﬁ-?l 3] (1)
:11;;1;!: or of the pm;isims of Law Nuur.f ﬁ:; ;f Ol St Yooy iJ r, 5 O pldl rg’,.‘y o
, as amended by Law No. 86 o ), | il 2 LY T .. -
. Y je T Ay
which o not expressly contradict with the pro- C = o S ) '::Yl : r.J
visions of this Agrcement. Such cancellation - Il e
place without prejudice to any |
rights which may have accrued to the GOVERN- Cwy 08 G- ab N2 g FERIH) (RETO P
MENT against CONTRACTOR in accordance | .  _ . ey - i 1y S
with the provisions of this Agreement : and in | Y2 ¢ A3l 'J:": o) iy Ul Ji LS
the event of such cancellation, CONTRACTOR { k.l ot Ja O Jolad g WY Hae o &0 Y

shall have the right to remove from the Area all
its personal property.

(6) 1f the GOVERNMENT deems that one of the afo-
resaid causes {other than a force majeure cause re
ferred to in Article XXI hereof} cxists to cancel this
Agreement, the GOVERNMENT shall give CON-
TRACTOR ninety (90) davs written notice person-
ally served on CONTRACTOR’s General Manager
n the legally offitial manner and receipt of which
is acknowledged by him or by his legal agents, to
remecy and remove such cause, but if for any rea-
son such service s mpossible due to unnotified
change of address, publication in the Official Jourual
of the GOVERNMENT of such notice shall be con- ],
sidcred as validly served upon CONTRACTOR. If

at the end of said nmety (90) days notice period such
cause has not been remedied and removed, this Agree-
ment may be canceller forthwith by Order or Pre-
sidential Decree as aforesaid, provided, however,
that if such cause, or the failure 0 remedy or re-
move such cause, results from any act or omission
of one party, cancellation of this Agreement shail be
effective only as against that partv and not as
against the other party hereto.

(c) CONTRACTOR shall be allowed to remove jts

belongmgs from the Area of any lease cancelied
A v Tyvave e ta the COVE. l

!'w‘l,*r‘nn r!r*r 3 'Fi_"rbr Tl | l;r’tﬁ

RNMENT.
ARTICLE XXI

FORCE MAJEUCRE

() The non-perfurmance or defay in performance by
EGPC and CONTRACTOR or cither of them, of

auy obhgaucn under Uas Agrvecemene shall be cx-h
cused af and to the extent that such non-perform-
wwe or delay 15 caused Ly force majence. Th:\
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(b) “Force Majcure”, *n_.wiﬂlin the macaning of this Arti-

{c)
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period of any such ton-performacne or delay, toge-
ther with such period as may bc necessary for the
restoration of any damage donc during such delay,
shall be added to the time given in this Agreement
for the performance of such obligation and for per-
formance of any obligation dcpendent thereon and

to the term of this Agreement, but only with respect
to the block or blocks affected.

de XXI, shall be any order regulation or direction
of the GOVERNMENT of the ARAB REPUBLIC
OF EGYPT (or the UNITED STATES GOVERN-

MENT with respect to CONTRACTOR) whether
promulgated in the form of a law or otherwise, or
any act of God, insurrection, riot, war, strike and other
labour disturbances, fires, floods or any other causc
not due to the fault or negligence of EGPC or CON-
TRACI'OR or cither of them, whether or not simi-
lar to the foregoing, provided that any such cavse

is beyond the reasonable control of EGPC and
CONTRACTOR or cither of them.

Without prejudice to the above and except as may be
otherwisc provided for herein, the GOVERNMENT
shall 1ncur no rcaphﬁsihi‘:iay whatsoever to EGPC
and CONTRACTOR or cither of them for any
damages, restrictions or loss arsing in consequence
of such case of force majeure, except a force majeure

caused by the order, regulation or direction of the
GOVERNMENT of the ARAB° REPUBLIC of

EGYPT.

If the force majenre event occurs during the initial

exploration period or any extension thereof and contin-
ues in effect for a period of two (2) years, CONTRAC-

TOR shall have the option upon nincty {90) days i

prior written notice 10 EGPC to terminate its obliga-
tion hereunder without further liability of any land

a1l if still m force b Gunranten roptained I Anncx

«C3s hereto shall be automatically cancelled and E-

GPC shall so notify the Bunk to release the guarantee.
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ARTICLE XXII

DISPUTES AND ARBITRATION

Any dispute arising between the GOVERNM ENT |

and the parties with respect to the interpretation
application or execution of this Agreement, shall be
referred to the jurisdiction of the appropriate ARE.
Courts. :

Any dispute arising between CONTRACTOR and i
EGPC in connecton with the present Agreement

shall be finally scttled by arbitration. The arbitration .
<hall be held at Stockholm, Sweden and conducted ;
in accordance with the Rules of Conciliation and
Arbitration of the Intermational Chamber of Com-
merce. In the event of mo provisions being made
in these Rules In certain case, the Arbitrators shall
establish their own procedures. ?

The arbitration shall be initiated by either party
giving notice to the other party that it clects to refer 1
the dispute w arbitration and that such party (her- |
einafter referred to as the First Party) has appointed |
an Arbitrator avho shall be identified in said notice. !
The other party (hereinafter referred to as the Second
Party), within fifteen (15) days, shallnotfy First Party

in writing, identifying the Arbitrator that it has selec- !
ted. 1

~ If the Second party does not appoeint its Arbitrator ?_
as aforesaid the First Party shall have the right ro
apply to the Court of Arbitration of the [nternational
Chamber of Commerce to appoint a second arbitra-
wor. The two arbitrators  shall, within thrty (300
davs, select a third Arbitrator, fatliig which the
third Arbitrator shall be appointed by the Court
of Arbitration of the International
Commerce at the request of either party.

The third Arbitrator must be a citizen: of a country,
other than the ALRE. or the UNITED STATES OF
AV ERICA, and a country which has diplomatic
relations with both the A.RE. and the UNITED
STATES OF AMERICA and shall have no ccono
nec interest in the oil husiness of the ARE. or the

UNVTED STATES O AMERLICA nor the signie !

tories hereto.

3
The partics shall extend to the Arbitration Board all

facilities (including access to the petrolcum operations)
for obtaining anv information
proper determmation of the dispute.

or default of am parn L the wrbiiraiions satll e

be permitted to prevent or  hinder the arbitration !

procedure in any or all of s stages.

Chamber of
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(g) Pending the decision or award, the ope¢rations or
activities which have given rise to the arbitration
need not be discontinued. In the event the deasion !
or award recognizes that the complaint was justified,
provision nray be made therein for such reparation
as may approprately bemade in favour of the
complainant.

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

be.

() The parties desire that, wherever appropriate, deas-
ions and awards shall specify a time for compliance |
therewith.

(j) The provisions of this Agrcement relating to arbitra-
tion shall continue in force notwithstanding the
termination of this Agreement.

(k) PRINCIPLES OF GOODWILL. The signatories
basc their relations with respect to this Agreement
on the pringiples of goodwill and good €aith. Taking |
into account their different nationalities. this Agree-

(h)

ment for such arbitration shall be given effect and
shall be interpreted and applied in conformity with |
principles of law common to the A R.E. and UNITED

STATES OF AMERICA and in the absence of |

such common principles then m conformity with the |

~ principles of law normallv  recognized by civilized
nations in general, including those which have been
applied bv Intemational Trthunals. |

ARTICLE XXII

STATUS OF PARTIES

|

(a) The nghts, duties, obligations and liabilities i respect
of EGPC and CONTRACTOR hereunder shall
be several
understood that this Agreement shall not be const- |

rucd as CONSIULELYE  anl aSsOCidalion or corporanon.

and not joint cor collecuive, it bemg

(b) CONTRACTOR shalt be subject to the laws of the |
UNITED STATES OF AMERICA regarding irs

|
legal status or creation, organization. charter and |

by-laws, sharcholding and ownership. CONT RA- |

CTOR’s shares of capital which are entirely held
abroad shall not be negouable m the AR and
shall not be offered ftor public subscripuon. CON- |
TRACTOR shalt be exempred from the appleanion
of Law No. 9 of 1964 as amended. :

i
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ARTICLE XX1V

LOCAL CONTBACTORS AND LOCALLY
" MANUFACTURED MATERIAL

CONTRACTOR or BENASCO, as the case may
be, and their Contractors shall

(a) Give prority to local contractors as long as ther
prices and performance are comparable with nterm-
ational prices and performance. CONTRACTOR
and BENASCO shall, however, subject to the prece-
ding sentence, be exempted from the provisions of
Presidential Decree No. 1203 of 1961 as amended.

Give preference to locally manufactured materials,
equipment, machinery and consumables so long as
their quality and time of delivery are comparable
o ntemationally available matenals, equipment,
machmery and consumables. However, such materi-
- als, equipment, machinery and consumables may be
imported for operations conducted hereunder f the
local price of such items at CONTRACTOR’s or
BENASCO’s operating base in A R.E, is more than
ten (10) percent higher than the price of such mported

items before customs duties, but after transportation
and msurance costs have been added.

(b)

ARTICLE XXV

ARABIC TEXT

The Arabic version of this Agreement shall, beforce
the Courts of A R.E., be referred to in construing or inter-

preting this Agreement; provided, however, that in any |

arbitration pursuant to Article XXII hereabove between
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also be used to construe or interpret the Agreerment.

ARTICLE XXVI

GAS

thlf Gas 1s produced or capabie of bemg preduced from
€ Arca, EGPC and CONTRACTOR will study all

Possible economic altematives for its use and decide on

thc best altemative for EGTC
]‘UJ.IHI}"

;:l-associ;atmi gas shall be recovered 1n accordance with
*e Cost Recovery principles set forth in Article VII.

al and CONTRACTOR |
Lhc costs and expenses w the field of producing |

Y
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Production Sharing principles of Article V1I shall apply
to wellhead value of associated and non-associated gas
if sold for export and not used in aperations, flared or

remjectad.

However, any Gas not exported outside the ARE,
in a liquid or solid state, or used in petrolcum operations
within the Area, shall remain entirely owned and utilised
by EGPC at no cost and EGPC shall not be liable for
payment to CONTRACY OR for any costs Or EXpENSCS
respecting any  past operations of CONTRACTOR
related to such gas.

ABRTICLE XXVIX

GENERAL

The headings or titles to cach of the articles to this
Agreement are solely for the convenience of parties hereto
and shall not be used with respect to the interpretation
or construction of said articles. |

ARTICLE XXVIII

APPROVAL OF THE A.R:E. GOVERNMENT

This Agreement shall not be binding up on any of
parties hereto  unless and untl a law authorizing the

Minister of Petroleunr to sign said Agreement eIving
Articles I1L TV, VII, XI, XXII. NXTIL XXIV and |
KXV of this Agreement full force and ctiect of law '
notwithstanding any countervailing govermmental enact:
ment, is issued and said Agreement is signed by the
Govemnment, EGPC and CONTRACTOR, and puthlished
in the Official Joumal of the AR,

IN WITNESS WHEREOQF, this Agrecinent has been
duly signed by the respective partics hereto as of the
date first hereunder set out.

GOVLRINITYT OF THF
EGYFPT
BY :

ARAR RTPIRIIC OF

THE EGYPTIAN GENERAL PETROLELM COR-
PORATION -

BY :

- k.ol S — - [p— = .

UNLON Qi COMPANY OF e
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ANNEX “A”

BOUNDARY DESCRIPTION OF THE TERRITORY
COVERED ARD AFFECTED BY THIS' AGREEMENT
BETWEEN A.R.E., EGPC AND UNION
IN RAS BERAS

Annex “B” is 2 map on the scale of 1 : 2,000,000 includ- |}t PO RN

ing the Arca covered and affected by this Concession
Agreement,

It 8 composed of all or part of one hundred and nine-
teen (119) Blocks, cach complete block is of an area of six
(6) minutes latitude by six {6) mutes longitude.

Said Area is described as follows

[t 1s bounded by a line which commences at point “A”
in the Eastern Descrt of Egvpt near the Red Sea Coast

at .

latitude 25¢ 12 00" N. and s Y

longitude ~ 34° 40' 30°  E. v
thence east to pont "B at :

latimde ~ 25° 12 00  N. and s &

longitode  35° 04" 30" E. 65

. thence southeast to pomnt “C” at | |

fatitude 24° 007 N. and D Y

longitude  35° 54’ (0" E. e
thenee cast w pont V7 an

latitude 24 00’ 00" N. and s Y

Jongitude 36° 00" 0O~ E. I ! 6
therice south to point “E™ at - L

jatitude 23 42" 00" N. and s W

longitude 36 00 00" E. b
thenee eact to point F at

latitude 23 42 00" N. and 5 W&

longitude 36° 18 00~ E. b -
thence south o point “G at

latitude 23° 30 00" N. and 5 Ve

longitude 36" 18" 00" E. 6
thence cast to point “H & at

Iatitude 2% 307 (0 N. and | 5 Y&

longitude  36° 06 (0 E. | 6~

o —
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thence to south pont “I” at : :
latitude 23° 18" 00” N. and , Y& vy A "o e ha':-
longitudle 36° 06’ 00" E. e ¥ v e J gl J==-

thence west to point “J” at : | .: “(J):‘h“t}“f'*'{f’
latitude 23* 187 007 N. and s Ve vy ‘A s YR
longitude 36° 00" 00~ E. g 1 e ’.. Job L

thence south to point “K" at : ;e (K ) i ] Ly> 42 ¢
latitude 23° 08" 30” N. and s Y& vy ‘A v. U2 b
longitude  36° 00" 00" E. s v e S

Thence west along latitude 23° 08 ].':g' :lq tnthpo:;:t (L)M Jb Yy A e d EL *’%‘;
1, which is the intersection of said latitude wi c 0h S d e L Ll
nean high tide Line on the Weastern Coast of the Red E;\"_Jl J"’ Al L Ciaate & J;"‘“ u".:" J—""‘d’l“ TP,

Hea. | _ e ey
thence southwest to point "M” at : P o . o () i J! Cf g ""&_f:
lautude 23° 04’ 00" N. and , Y& e ‘6 e o g har-
longitude 35° 30" 00~ E. G- Yo T “ee s Jo>
thence north to pomt “N” at : | | e (X )ﬂ,j,Jl ':Jl_&.;,&_f'—“
latitude ~ 24° OO’ 00" N.ad 1 & oy .. e | o p b
longitude 35° 30° 00" E. = T Y. .. ol PL S
thence northwest to point “A” which is the pomt - EEATE TN AP (.A )ik 1 i o ¢

of beginning. . - |

The partial and/or complete Exploration Blocks in | Liled} ada Lo "_;ll_'qi.-B"{L“ _,” 5 SR 2ol Clolad
s Area arc shown on Annex “B” and have the follow- | T N LB e fo) e 3 kit
ne grid coordinates ¢ P e \‘n_"'- 3 -’\"'—")U’A 3 ot

Letter Coordinate Number Cmrdmatc‘ | Later Coordinate Number Coordinatc
Q" 100 thru 105 anclusive | Q" _lﬂU thru 105 inclusive
R” 101 7 105 7 ' R” 100 7 105 7
S” 102 » 106 g 102 " 106 7
§ 102 * 107 " T 102 ~ 107 ~
U 103 » 108 ° U t03 ~ 108 ”
Vv 104 ~ 108 ” ' v I “ 108 ~
W 104 " 108 7 { W 14”108
X" 105 » 110 ” | X" 105 “ 110~
Vv 1NgE = 11N " - LUL by v
L 107 7 111 - 7 07 “ 111 -
A 107 * 112 7 A" 107 ~ 112 "~
Bnr.- *IGB » 112 1% | R"" 108 i 112 ’
c” 109 " 113 " - C” 109~ 113 7
D" 109 » 113 7 | D 109 " 113 "
E" 09 » 13 £ 09 " 113 -
Fm 109 1t 116 » | F'"’ 109 ” 116 "
G 109 116 " e 109 “ 116 i
H™ 5. N B B '. i EH 2 I T
1 109 » 114 n | 16 109 7 114 g
] 109 ” 113 1~ 1O I K
K 09 *» 113 1 k* g 7 13 "

L

L™ 109 | - 109 *
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ANXEX “C”

LETTER OF GUARANTY
Cairo,

LETTER OF GUARANTY NO:
EGYPTIAN GENERAL PETROLEUM CORFPORATION

+ 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 twelve {12) million Dollars in
U.S. Currency the performance by UNION OIL COM-
PANY OF EGYPT (hercinafter referred to as CONT-
RACTOR or UNION of its obligations required for
exploration operations to spend a minimum of twelve (12)
million. UJ.S. Dollars during the initial three (3) yvears
of the exploration penod under Article IV of that certain
Concession Agreement {hercinafter
(Agreement) covermng that Area described in Annex “A”
and “B” of said Agrecement, by and between the An t|‘1
Republic of Egypt (hereinafter referred tw as AR.FE).
EGPC and CONTRACTOR dated.

{1t 15 understood that this Guaranty and the lability of

th:: Guarantor hercunder shal be reduced guarterly duc-

ing the period of expenditure of said twelve (12 million
US. Dollars by the amount of moncy expended by
COXNTRACTOR far such explorarion operntion:
cach quarter. Each such reduction slidil be cswblished
by the joint written statement of EGPC and CONTRA-
CTOR.

In the event of a claim by EGPC of nou-performance
or surrender of the Agreement on the part of CONTRA-
CTOR oprior to the fulfilment of satd minimum expen-
diture obligation under Article IV of this Agreement
there shall be no liability on the undersigned Guarantor
for payment to EGPC unless and unti such lability has
LU S ilisied oy WUILCEL SRALCLICLG i Loird v
forth the amount due under the Agreement,

L

It s a further condition of this Letter of Guaranty
that

(1} This Letter of Guaranty will hecome available

only provided that the Guarantor will have
been informed in writing by CONTRACTOR
and FEGPC that the Noceemont Boaneren CON
TRACTOR, ARLE. and BGPC

referred to as the |

|

Jnrmue

fias bhecome :

cffective according to 11 terms, and saied Cuar-

anty shall beoome eficciive of the FEffcective

Date of said Agrecment,
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(2) This Letter of Guaranty shall, m any cvent auto-
matically expire .

(a) Three and one half (3.5) years after the
date it becomes effective, or

(b) At such time as the total of the amounts
shown on quarterly joint statements of
EGPC and CONTRACTOR equals or ex-
ceeds the amount of said muumum expen-

diture obligation.

whichever 15 carlier.

(3} Consequently, any claim in respect thercof should
be made to the Guarantor prior to cither of
said expiration dates at the latest accompanicd
by EGPC’s written statement setting forth the

amount of under cxpenditure by CONTRAC-
TOR to the effect that :

(a} CONTRACTOR has failed -to penform its
expenditure obligations referred to In this

Guaranty, and

(b) has faled to pay thc expenditure deficiency
to EGPC.

We declare that on issuing this Guaranty we did not |
exceed the limit of total guarantees which we are entitled
(0 issue ‘as per Ministry of Economy’s letter No 150
6 1/5176 dated 23rd December 1962. -

Please return to us this Letter of Guaranty m the event |
4 o ot heceme offective. or upon the expiry date. |

Yours faithfully,

For the National Bank of Egvpt:
Accountant

Manager !
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ANNEX “D"

CHARTER OF BENAS PETROLEUM COMPARNY
ARTICLE 1

A joint stock company having thc natiomality of the
ARAB REPUBLIC OF EGYPT shall be formed with
the authorization of the GOVERNMENT in accordance
with the provisions of the Agreement referred to below and
of thigs charter.

The Company shall be subject to all laws and regula-
siong in force in the ARE., to the extent that such laws
and regulations are mot inconsistent with the provisions of

this Charter and the Agreement referred to below.

ARTICLE Il

The name of the Company is BENAS PETROLEUM
COMPANY. -

ARTICLE 111

" The Head Office of BENAS PETROLEUM COM- |

PANY shall be in the A.RE.

ARTICLE [V

The object of BENAS PETROLEUM COMPANY s
tu act as the agency through which EGPC and UNTON
OIL COMPANY OF EGYPT carry out and conduct the
development operations required m accordance with the
provisions of the Agreement signed on the

by and between the ARAB REPUBLIC OF
EGPYT, the EGYPTIAN GENERAL PETROLEUM
CORPORATION and UNION OIL COMPANY OF
EGYPT covering pctroleum operations in the offshore
Area described theren. - |

RENAS PETROLEUM COMPANY shall a'so Be the
ABLLICY 10 Ldlly QUL aldd woliduct cXploralion Gpcrations
after the date of Commercial Discovery pursuant o U.s-
(ON OIL COMPANY OF EGYPT s Work Program au:
Budget approved in accordance wih the Agreement.

BENAS PETROLEUM COMPANY shall keep ac-
count of all costs, expenses and expenditures for such <pr
rations under the terms of the Agrecment and Annex

1 thereto.

BENAS PETROLEUM COMPANY shall aot curjayge |

n any business or undertake any activity beyond the per-
ormance of said operauons.
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ARTICLE V
The authorized capital of BENAS PETROLEUM

COMPANXNY is twenty thousand pounds Egyptian {L.L.
20,000 divided inco five thousand (5,000} shares of com-

mon stock with a value of four pounds Egyptian (L.E. 4]
per share having cqual voting rights, fully paid up and

non-assessahle.

EGPC and UNION OIL COMPANY OF EGYPT
shall each pav for, hold and own, throughout, the Lfe of
BENAS PETROLEUM COMPANY referred to above
one half {\%), of the capital stock of BENAS PETROLEUM
COMPANY provided that only in the event that either

party should transfer or assign all its nights, title or -
terest 1n the cnurcty of that, Agreement, may such trans-
ferring or assigning party transfer or assign any of the
capltnl stock of BENAS PETROLEUM COMPANY and

in that event, such transferring or assigning party (and
its successors and assigns) must transfer and assign a

stock interest in BENAS PETROLEUM COMPANY

equal to the transferred or assigned percentage of owner-
ship interest in the entircty of the Agreement referred to.

ARTICLE VI

BENAS PETROLEUM COMPANY shall not own any
right, title, interest or estate in or under the Agreement or

in any development lease created thererunder or m any of |

the petroleuma produced from any exploration block or
development lease area thereunder or in any of the assets,
equipment or other property obtamed or used in connec-
tivn therewith. and shalf not be obligated as a principal

for the fnancing or performance of any of the duties or
Dbhﬂ'ltmn- of ¢ *!ﬂ r EGPC or UNION OIL COMPANY
OF VOVRY vesly b Noreement. BENAS PE TRO

LLUMN UG n’."ﬁ.} shudl not ke any profat from amy
source whatever.

ARTICLE V]I

BENAS PETROLELUM COMPANY shall be no more
than an agent for EGPC and UNION OIL COMPANY
OF EGYPT. Whenever it is indicated herem that BE-
NAS PETROLEUM COMPANY shall deade, take ac-
tion or make a proposal and the like, it is understood that
ench decision or judaement is the result of the dtcisit:m or
judgement of UNEUN Ol UUMEPANY UL LUV L
EGPC and UNION OIL COMPANY OF EGYPT as
mav be required by the Agreement.

ARTICLE VIII

BENAS PETROLEUM COMPANXNY shall have a Board
of Directors consisting of eight members, four (4) of whom
shall be designaicd by EGPC and the other four (4) by
UNION OIL COMPAXNY OF EGYPT. The Chairman

sl be destenatad by LGP'C and shall alse be a Manage-

ing Dircctar.  UNION OIL COMPANY OF EGYPT
5ilaii designate the General Manager who shall also be a

AManaging Direcor,

f
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ARTICILE IX

Meetings of the Board of Directors shall be vald if a
majority of the Directors are present and any decision
taken at such meetings must have the affirmative vote of |
six {6) or more of the Directors ; provided, however, that
any director may be represented and vote by proxy held
by another direcior.

ARTICLE X

General meetings of the shareholders shall be vahd if
a majority of the capital stock of BENAS PETROLEUM
COMPANY is represented thereat. Any decisions taken
ax such meetings must have the affirmative vote of share-
holders owning or representing a majority of the capital
stock, | .

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment of the
personnel of BENAS PETROLEUM COMANY employ-
ed directly by BENAS PETROLEUM COMPANY
and not assigned thereto by UNION OIL COMPANY

OF EGYPT and EGPC.

The Board shall, in due course, draw up the By-Laws
of BENAS PETROLEUM COMPANY and such By-Laws
shall be effcetive upon heing approved by a General
Mecting of the sharcholders. in accordance with  the
provisions of Article X hereof.

ARTICILE XIT
BENAS PETROLLEUM COMPANY shall come into

existence within thirtv (30) davs after the date of Com- |
mercial Discovery as provided for n the Agreement.

The duration of BENAS PETROLEUM COMPANY
shall be for a period cqual to the duration of the said

Agrecment.

1:':- -T““Et *_ . . 1} :'!.!‘:r:! ]:ﬁ|rirl'1"r'-‘" ”. ""'lf-" Af"n"tn"l"‘l'h"rﬂ‘
referred to above is terminated for any reason as provided |
for thercin.

EGYPTIAN GENERAT. PETROLEUM CORPORA- |
TION

By -

Chawman

UNION OI1. COMPANY OF FGYPT
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ANNEX “E”
ACCOUNTING PROCEDURE
ARTICLE |

‘e VERAL PROVISIONS

1. Definitions :
The definitions contained in Article 1 of the Conces-
sion Agrcement shall apply to ths Accounting Pro- I
cedure and have the same meaning. Certamn ac-
counting terms herein used are defined as follows :

(1) “Agrecment” ‘means the Concession Agreement
of which this Annex 1s a part.

(2} “Non-Operator” mecans the parties to the Agree-
ment other than CONTRACTOR when 1t 1

b Statements of Acticny - - I

A. CONTRACTOR or BENASCO, as the case may
be, shall pursuant to Article IV of the Agree- |
ment, render to Non-Operator or Non-Opera-
wors within thirty (30) days of the end of each |
quarter a statemeat of Exploration Activity ref-
lecting all charges and credits related to the
explaration operations for that quarter summa-
rizcd by appropriate classifications indicative of

the nature thereof.

B BENASCO hell rendar 1o EGPC and GON-
TRACTOR within twentyfive (25) days of the
end of each month a Statement of Development
Activity reflecting all charges and credits rclated
to the development operations for that month
summarized by appropriate classiications indica-
tive of the nature thereof, except that items of
controllable material and unusual charges and
credits shall be detailed.

J‘qrf';"fr"!'llf"ﬂllli' crar F :‘]-"JI'..-JT "

A. Each Statancnt of Lxploration Activity shail
conclusivelv be presumed to be true and correct
after three (3) months following the receipt of
cach statement bv EGPC unless within the said
three (3} months EGPC takes written exception
thereto pursuant to Article [V (f) of the Agree-
ment. During said three (3) months penod
supporting documents will be available for in-
spection bv EGPC during all working hours.
CONTRACTOR will have the same audit nights
on BENASCO statements 2as EGPC under this

sub-paragraph.
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within the said twenty-four (24) months period
EGPC or CONTRACTOR takes waitten €xcc>-

—
-

R A gE -t
: f—-'t"Eéwﬂ‘a‘ih“:‘f:'EﬂﬁuJﬁM s

b el et ) L5 sl oAl CR

10t f cr 10 Bl SR bl
A B ed BT gyl Bl
SR b e 18, BT Sl JL
i o o U300 b SN il gl
5D el YN S e s SRR el
G e ik 35,50 S0 Sl St N
50 ¢ iy JogP e b, AT A D

xes shall be translated 0. US. Dollars-at the buylig

il A blo Sop by ¢ Ml e el
iry 3 daszdl Gl Sl et h#_,c;ha.ﬂ ALY

Honal Westmimster Bank Limited, London, at 10.30
2 GM.T,, on the first day of the moth in which
qq:mdlmcsmrmﬂud. A record shall be kept
of the exchange rate ‘used m translating Egyptian

g:ﬂ;mdr:' or other noa-US Dollars expenditures 10 eAdedl - 1;_,,-1! ‘ Ml
Precedence of Documents . 'i'._.i'...-"'ﬂ\ —? JH:_’“ g -8

flli:.nfu TP O > 53 WA - ¢ ags A4
&_,Jr_r Yl u‘}l'-’-ldl =1 i:i\““m P S q‘u‘
e gyt A AW o geai O ¢ AL

Ronirinn ok Aorouniing Pegoitne - | | L :5"# i-ll':J- B —
By mutual agreement betwom EGPC and CON-| =iy op W r\hﬂ\u.-d,_u;._\_,m,m;umgjﬁ
TRACI‘ORﬂﬁaA;cahmmghmuhmwybcrwi- S o L
scdfmﬁmcm&n:inthcﬁghtafﬁmﬂi:amngc— - .w\ﬁﬁﬁfﬁ&}ﬂ
" No Charge for Ingarest on Investment : o o _:ch'i-'i\ Jo-wi\e bl ‘Lﬁf'b(")

A P e ML LA o dle b 5D
C LY B ol A <y



\lﬁ‘l--d_f Wd(u)_u(."]\;.g.li__m_’llmﬂl “"-."

ARTICLE 11
COSTS, EXPEWSES AND EXPENDITURES

Subjec:ttud:cprmmofthcAgmmt CONTRAC-
TOR shall alone bear and, directly or throughi BENASCO
pay the followmg costs and expenses, which costs and ex-
penses slmllbcdamﬁodandtmmudmamdmc with

Arm:lt VII of the Agreement.

1. Surface Righis
" All direct cost att.ﬁbutahlc to thc acqmstmm renearal

atrquu:i:mmtofmrfaccnghtsacqum:dmd

mmtameclmfumdﬂum

1—"‘”"‘”

A. . Salaries znd of GON'IRACI‘DR or BE-

*Nhsmmpkwm,asﬂmmscmybc,dnmcﬂy

. engaged in-the various activities under the Agree-

- -mmtmchﬂhagnbncaandwagcspmdtogmb-
who arc

amgna:lmandm:[doyedmmchacumm

B. CONTRACTOR's or BENASCO:'; costs of holi-
;day,mmmhcs,Mblhtybmcﬁt, Living
and housmp allowances,” travel time, bonuses |
* =" and other costomary allowances applicable to the
salaries and wages chargeable under sub-para-
" graph 2. A and paragriph 9, and sub-paragraph
(1. A, and 11. C of this Article TI, cost under |
this sub-paragraph 2. B shall be thirty (30)
percent of the amount of salaries and wages
chargeable under sub-paragraph 2. A and para-
graph 9, and sub-pamgraph 11. A and 11. C
of this Article I1.for axpatriate employees and
on 2 basis smilar to that prevailing in Oil Com-
panics gperating it the A RE. for national em-

. ployees.

mental anthority which are applicable to Iabour
cost of salaries and wages as provided under sub-

paragraph 2. A, and Paragraphs 9, 11. Aandll
C of this Article II.
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8. Emgployees Benefr: | | : a:bU\ bia () \

CONTRACTOR s or EENASCO's cost of established | 5~ culdf ic ‘,!.Jt._ Loltl STb i olalt 6
plans for empiovecs group life insurance, hospitaliza~ | ¢ u[,\_,[l 5 o obasddd g E?L_"'“ 3 (_,:L.LJI A
ton, pﬂlSiDTl, re:i:-f_-r:nunt, stock purchase, thl'i:ft, and‘ AL RAT APEEA PR LY: (,,...:i\ oy o aelidly
other benefits of s like nature, costs under this para- R 355 v ol Uy I ¢ ol G

graph 3 shall be 15% of the amount of salaries and . S
wages of expatria's emplovees and on a basis simdlar | < Ll de 0555 Sl C’:L‘“' by S A o

to that prevailiny ‘n Oil Companies opeérating i ; -&-f-aé“‘w.djﬁl *-:-'J'-:d-"u Tap I
ARE, for national employees, all as chargeable | 2,a0b 5yl n b2 Jo JF LIS,y ¢ (rdst LA 2L
under sub-paragraph 2. A and paragraphs, 9, 11. A § .LO,E___ Wel—1) 68 t.'.-lﬂ_; e 1'1;_:,4-_'!
and 11. C of this Article Il.  Severance pay willbe | - . 20 Ll L aulizle ol PR PR
charged at a fixed rate apphied 10 payrolls which | 4¢3 il Jo ikl 3 S gy 26kl

T T OV RN R B LLVE 0 | Y 1 I P

- will equal an amount equvalent to the maximum Y
liability for severance payments as required by the | ¢} ..:,,EE;C'J: Sldaally f'u“ r"ﬁ‘iaﬂﬂ"ﬂ'lﬁjlﬂ

obligations of the Operater under the A RE. Labour e " [ POL P AP S PR T Y
I.h“f. : L .

4, Material - . : -'L"—""”(i)_
Material equipment and supplies purchased or Lip tagyg s b A olalal, Sl Slagl
fornished such by CONTRACTOR or BENASCO. Y AN AP AN
A. Purchases | B P AL (1

Material, cyuipment and supplies purchased shall | awd W adb (55 AT bW, Slaally ol )
be at price paid by CONTRACTOR or BENAS- s 4.;}‘ et} B ) ;-L RIRREC

CQ aftey loebarin of all disconnts actually T
_rt{:{:iwfd- | . S LJ.:

‘B. Materia! [.onicicd oy CONTRACTOR H J"I‘“ by s Tl ("'“
Matenal ywuuired for operations shall be nurcha- 3 0B e e Slesl ‘l“u"" RIS TP

sed. directly whenever practicable, except that | 3. |2 3,y O ‘_],L&_, £ &1 bl 3, WE 1) e
CONTRACTOR may  fumish such material

from CONTRACT ORs affiliates stocks outside “”m‘—"g’f‘“ & (_'_Jl“" 23 2=} O30 N al
the A R.E. under the following conditions : ;A by SIb S,
(1) New material transferred from CONTRAC- (7AW baldt ()

TOR's affiliates warchouse or other proper- [ . 4 -k O e Jaed aaadd ol
tes shad be priced at cost, provided that the o h#_;; E'— ;S_r:-‘i” SN J'{_ J

cost of marcrial supplicd is not bhigher than A T S
intermaciond prices for material of smmilar sl igp o, Al b A Y b s

quality supplicd on similar term prevailing | X J):R-L'J:,":'J );\hjll'.‘}:u;\)l il FRPYY
at the tmi- such material was supplied. Lot ad sy st i g

(2) Used Alatesial {Condition “B” and “C™) (~ E’” PR | ) AP L IR ( v)

(a] Material }-t—"hif:h is n sound and servicea- sy '-U-Lp; Ll,hb-duﬁ:?u;ﬂ -ﬂ_}‘u ([’)
ble condiion and s  suitable for re-use ’ _ ) |
w:tlmul m:ﬂn-imunmg shall be classed | 7% x4 kY e 5 e
ag (o BT oand prchd at scventy- ‘*,, e k2 PR
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(b) Material which cannot be classificd as
Condition “B” but which is serviceable
for onginal function but substantially not
suitable for reconditioning. shall be clas-
sed as Condition “(” and priced at fifty
(50) percent of the price of new material,

(cj Matertal which cannot be classified as
Condition “B” or Conditton “C” shali

be priced at a value commensurate with |

its use.

(d) Tanks, buildings and other equipment
mmvolving erection costs shall be charged
at applicable percentage of knocked-
down new prce.

C. Warranty of Materials Fufﬂi_fhed by CQON-

TRACTOR

CONTRACTOR does not warrant the material
furnished beyond or back of the dealer’s or
manufacturer's guaranty; and in case of defec-
tive material, credit shall not be recorded untd
adjustment has been received by CONTRAC-
TOR from manufacturens ar thewr agents.

TRANSPORTATION

'l”rampm*tatinn of ;:mplu}'t;t.'ﬁ:, LU PTILCT, Htertats
and supplies necessary for the conduct of acuwities,

Ermployee transportation costs to the extent covered

by established policy of CONTRACTOR or BENA-
SCO will include travel expenses for Empi{]‘vt,ﬁs and
their families to and from the emplovees’ point of
origin at the time of employment, at tume of sepa-
ration and for vacations, and travelling expenses for
eraployees and their families incurred as a result of
transfer from one location to another. Transporta-
tion costs for employecs and their families from
A.RE. to another country than pomnt of origin saail
not be charged to ARE. operation.

SERVICES

A Outstde sermices

The cost of consultants, comtract scrvices and

utilities procured from third parties,
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B. Cost of services performed by EGPC or by CON-
TRACTOR or their affiliated companies m
facilities inside or outside the AR.E. Regular,
recurring, routine services, such as interpreting
magnetic tapes and/or other analyscs, shall be
performed and charged by EGPC and/or CON-
TRACTOR or their affiliated companies at 2

negotiated contract amount. Use of EGPGs
andf::rr CONTRACTOR s or their affiliated coinr

panies wholly owned equipment shall be charg-
ed at a rental rate commensurate with the cost

of ownership and operation, but not i excess
of competitive rates currently prevailing in the

ARE. TFor exploration, CONTRACTOR s
and its affiliated companies’ rates shall not m-
cinde admnistrative overhcad costs.

7, Damages and Losses

All costs or expenses necessary to replace or reparr |

damages or losses incurred by fire, flood, storm, theft,
accident or any other cause not controllable by CON-
TRACTOR or BENASCO through the exercise of
reasonable diligence.  CONTRACTOR or BENA-
SCO shall fumish Non-Operators written notice of
damages or losses incurred in excess of ten thousand
{10,000) U.S. Dollars per occurrence, as S00n . as

practicable after report of the same has been receiv-
ed bv CONTRACTOR or BENASCQO

Insurance and Claims

The cost of anv public liahility. prnpvrﬁ damage and
other insurance against liahilities of CONTRAG-

TOR, BENASCO and/or the partics or any of them

to their employees and/or outsiders as mav be re |

quired bv the laws, mles and regulations of the
GOVERNMENT or as the partics may agree upon.

The proceeds of anv such insurance or clarm collec-

ted shall be credited against operations. If no m-
surance is carried for a particular risk, all related

actual expenditures incurred and paid by CON-

TRACTOR or BENASCQ in scttlement of anv and |
all losses, clamns, darmages, jusgements and any other

expenses, including legal services.

9. Indirect Expense

Camp overhead and facilittes such as shore basr-

warehouses, water systems. road svstems salanies and
expense of field supervisory personncl, field clerks,
assistants, and other general  emplovecs  indirectv
serving the Ared,
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10.

11.

Legal Expenses

l

All costs and expenses of litigation, or legal services
otherwise necessary or expedient for the protection
of the Area, including attorney’s fees and expenses
as hereinafter provided, togcther with all judgements
obtained against the partics or any of them on ac-
countof the operations under the Agreement, and
actual expenses incurred by any party or parties
hereto in securing evidence for the purposc of de-
fending against any action Of claim prosecuted or
urged against the operations or the subject matter of

the Agreement. In the event actions or clams af-

fecting the interests hereunder shall be handed by the
legal staff one or more of the partics hereto, 2 charge
commensurate with cost of providing and fumishng
such services may be made to operations. .

Administrative Overhead and General Expense |

A. While CONTRACTOR is. conducting explora-
tion activities, cost of staffing and maintaming
CONTRACTOR’s head office in the AR.E.

and Jor other offices established in the ARE,
other than ficld offices which will be charged as

provided in Article II, paragraph 9 above and
“excepting salaries of employces of CONTRAC-
TOR who are temporarily assigned to and direc-
tly serving on the Area, which will be charged as
providled m Article Ii, paragraph 2 above.

B. CONTRACTOR's administrative overhead
outside the A RE. applicable to the AR.E. ex-
ploration operation which will be charged each

month at the rate of four (4) percent of total Ex- |

ploration Expenditures while CONTRACTOR
is tonducting exploration activities and at the

rate of two (2) percent of total Explorafion Ex-

“penditures while BENASCO s conducting ex-
ploration activities. Na other direct charges
as such for CONTRACTOR’s admimstrative
overhead outside the AR.E. will be applied
against the ‘exploration obligation. Examples
of the type of costs CONTRACTOR s IncurT-
ing and charging hereunder due to activities
under the Agreement and covered by satd per-
centages are -

1. Fxccutive - Time of executive officers.

2. Treasury Financial and  exchinge pro-

3} cms.
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12.

i —

3. Purchasmg - Procuring materials, equip-

ment and supplics. |
1
4. Exploration and Production - Directing,

advising and controlling the entire project.

5. Other departments such as legal, comptrol- |

lers and engincering which contribute time,
knowledge and cxpericice to the operaton.

The foregoing does not
direct service under subparagraph 6. B of this

Article 1I.

C. 'While BENASCO is conducting activities, BEN-
ASCO’s personnel engaged in general clerical |

and office work, supervisors and officers whose
time is generally spent in the main office and

not in the field, and all employces generally con-

sidered as general and administrative and not

charged to other tvpes of expense, will be charg-
ed to operations. Such expenses shall be alloc-

ated each month between exploration and deve-
lopment operations accordug to sound and pra-

cticable accounting methods.

Taxes

* All taxes, duties or levies paid in ARE. by CONT-

[3.

14

RACTOR or BENASCO other than those covered
by paragraph {f) (1* of Aracle TH of the Agreement.

Continuing CONTRACTOR Costs

Costs of CONTRACTOR s activities required under .

the agreement and incurred exclusively m the

ARE. after BENASCO is formed. No sales ex-
pense incurred outside the A.R E. may be rccovered

‘as a cost.

Other Expenditures

An}- COsts, expenses or expenditures, other than those
which are covered and dealt with by the foregoing

provisions of this Article 11, incurred by CONTRA.-

CTOR or BENASCG under approved Work Progra-
ms and Budgess.
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1.

ARTICLE 1II

INVENTORIES

Perwodic Inventories, Notice and Representation

At reasonable intervals as agreed upon by EGPC
and CONTFRACTOR inventories shall be taken by
BENASCO of the operations material, which shall l
mclude all such materal, phvsical assets and con-
struction projects.

Written notice of intention to take inventory shall
be given by BENASCO to EGPC and CONTRA-
CTOR at least thirty (30) days before any inventory
is to begin so that EGPC and CONTRACTOR may
be represented when any inventory is taken. Faill-
ure of EGPC and/or CONTRACTOR to be represe |
nted at an nventory shall bind them to accept the
mventory taken by BENASCO who shall, mn that
event,fumish the party not represented with a copy
thereof.

Reconciliation and Adjustment of [nyentories

Reconciliation of inventory shall be made by CON-
TRACTOR and EGPC, and a hist of averages and
shortages shall be jointly determined by BENASCO
and CONTRACTOR and EGPC. and the mven
tory adjusted by BENASCO.

ARTICLE IV

COST RECOVERY

Vv e 4 g AV () 550 YA 2

JB Y Je by (v

Statement of Re-:*m;mry of Costs and of Cost Recovery
Crude Ol |

CONTRACTOR shall, pursuant to Arficle VII of
the Asreement, render to EGPC as promptly as
practicable, but not later than thirty (30) days after
receipt from BENASCO of the Statements 1or Deve- |
lopment and Exploration Activity for the last month
of a quarter, a statement for that quarter showmg -

1) Recoverable costs carried from the previous gua-
rter, ¥ any. -l

3"

1) Recoverable costs incurred during the quarter.

iif) Total recoverable costs for the quarter (1) + (u). '

) Value of Cost Recovary Crude Qil taken and
wiatately disposed of e CONTRACTOR for

the quarter.
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- counts will be available to FGPC during said twelve
(12) month period.
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 to audit and raise objection to any such statement.
- EGPC and CONTRACTOR shall agres on any re-

T — —

vj Amount of costs rtcm’ﬂl';d for the quarttl'.

vi) Amount of recoverable costs carried into the
succeeding quarter, if any.
{

vil) Excess, if anv, of the value of Cost Recovery
Crude Oil taken and separately disposed of by
CONTRACTOR over costs recovered for the

- quarter,

Paymenis

If such statement shows an amount due EGPC,
payment of that amount shall be made in U.S. Dol |
lars by CONTRACTOR v EGPC with tFe rendi
tion of such statement.

Audit Right |

EGPC shall have a period of twelve (12} months from
receipt of any statement under this Article IV in which

quired adjustment. Supporting documents and ac-

ARTICLE V
CONTROL AND MAJOR ACCOUNTS -

Exploration Obligation Control Accounts

CONTRACTOR will establish an Exploration Obls-
gation Contro] Account and an off-setting contra ac-
count to control therein the total amount of explona-
tion expenditures reported on Starement of Activity
prapared per Article I (2) (A) hereof, less any reduc-
tions agreed to by EGPC and CONTRACTOR
following written exceptions taken by a Non-Opera- |
Or pursuant to Article 1 (3} (A) hereof, in order to

detemmine when minimum Fxplorations Obligatitmsl
have been met.

Cost Re:'mzrrry Control Account |

CONTRACTOR will establish a Cost Recovery Con-
trol Account and an offsetting contra account to

control thersin the amount of coat remaming to be
recovered, if any, the amount of cost recoverod and the
value of excess Cost Recovery, if any.
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Mapor Accounts 2 .;..L_LJ-"( T’)

For the purpose of classifying costs, expenscs and ex- W ShAY Sty Gl el I G Sy
penditures for cost recovery as well as for the purpose ;v L ed) g ) R Sted 20
of establishing when the exploration obligation has by pably IS it LU S e ?
been met, costs, expenses and expenditures shall be ;&L@M‘ng{uégﬁdb
recorded in major accounts mcluding the following : ‘

Exploration Expenditures CIE PCR T
Development Expenditures other than operating et i hes Uitk Lol Sl —
exponses | .
| l ol
Operating Expenses g bl Ch e —
Necessary sub-accounts shall be used. Al e i LM U i

- Revenue accounts shall be maintained by CONTRAC- | shsiel 3L Tl 5,400 3 ol b JJI i
‘"TOR to the extent necessary for the control of re- e s ST .
covery of costs and the treatment of Cost Recovery | =~ - U sl Y el fUJ Sl Al iJ5
Crude Oil | |
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