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CONCESSION AGREEMENT FOR PETROLEUM
EXPLORATION AND gXPLOITATION

THE EGYPTIAN GENERAL PETROLEUM CORPORATION
ANL)
CONOCO FAGHUR LTID
AND

PHOENIX RESOURCES COMPANY FAGHUR
IN
THE FAGHUR ARFA

of March, 1988, by and between the ARAB REPUBLIC OF EGYFL

(hereinafter referred 10 variously as ¢AR.E.» or as the «GOVERN-
MENT>, the FEGYPTIAN GENERAL PETROLEUM CORPORA-

TION, a legal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as (EGPC»), and CONOCO FAGHUR

LTD., a company organized nd existing under the laws of Bermuda
“{hereinafter referred to as «CONOCO»), and PHOENIX RESOU-
RCES COMPANY FAGHUR, a compaiy o ized and existing un-
tate of Delaware€, U.S.A. (hereinafter referred

PHOENIX being hereinalter

exclusive con cession 10T

EGPC has lied for an
WTERF‘AS, vy < m in and throughout the
11, and described in Annex <Ay and shown
' ' d hereto and made

approximately on
part hereof (hereinafter referred 1O as
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| W}?EREAS, CONOCO and PHOENIX agree to undertake
their obligations provided hereinafter as a contractor with respect to
the exploration, development and production of petroleum in said

Area; and
WHEREAS, the Government desires hereby to grant such con-

cession; and

WHEREAS, the Minister of Petroleum and Mineral Re:ources
pursuant to the provisions of Law No. 86 of 1956, may enter mic
4 conccession agreement with EGPC, and with CONOCO and

PHOENIX as a contractor in the Area.
Now THEREFORE, the parties hereto agree as follows

ARTICLE 1
DEFINITIONS

i, aerial

(@) «Explorationy shall include such geological, geophysica
d Work

and other surveys as may be contained in the approve
Programs and Budgets, and the drilling of such shot hcles, core
holes, stratigraphic tests, holes for the' discovery of Petroleum or
the appraisal of Petroleum discoveriés and other related holes and
wells, and the purchase or acquisition of such supplies, materials,
services and equipment therefor, all as may be contained in the
approved Work Progi‘ams and Budgets. The verb ¢explore» means
the act of conducting exploration.

ot be limited to, all the operas

(b) ¢Development» shall include. but n
proved Work Programs and

tions and activities pursuarnt to ap
Budgets under this Agreement with respect to :

(1) the drilling, plugiog, deepening, side |
completing and equipping of development wells, changing of

the status ofa well; and
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(dl;) \“’ sasdl — G I 30 palb
(2) design, engineering, comstruction, installation, servicing and
maintenance of equipment,, lines, systems facilities, plants and
related. operations to produce and operate said development
wells, taking, saving treating, exttracting; separating; hand-
ling, storing, I;ra'nsportiﬁg and delivering Petroleum, repres-

suring, recyciing and other secondary recovery projects; and

\Q VY AR i el We B
NN
j -

and any other work or activities neces-

(3) transportation, storagé
iaties specified i (1) and (2).

“sary or ancilary 10 the aet
(¢) «Petroleum» means liquid crude oil of various densities, asphalt,
gas, 'casinghcad. gas and all other hydrocarbon substances that
may be found in, and produced, or otherwise obtained and saved
from the Area under this Agreement, .nd all substances that

extracted therelrom.

trom any well in the Area

non:hydrocarbon substances
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a— |

which is a mixiw€ of
sure/temperature
and

f) ¢LPG» meéans liquified petroleum. gas,
ethane, propan¢ and butanes 1iquefif:d by pres
that have been extracted from the Gas stream by physical

mechanical means.

two (42) United States gallons,

A «Barrely shall consist of forty
temperature, of sixty degrees (6U)

average rate of no

Oil per day (BOPD).

(COmmE:rcial Oil wWell» 1s
such well 1s tested and completed according 10
$ YNECANS the first well
q of not more

(2) Commercial (Gas well on any geologl

cal feature which after
consecutive days

testing for 2 perio
where practical, but In any
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() «Effective Datey means the date on which the text of this Agree-
ment is signed by the GOVERNMENT, EGPC and CONTRA-

CTOR, after the relevant Law is issued.

(k) ¢Years> or «Calendar Year» means a period of twelve (12)
months according to the Gregorian Calendar.

() <Financial Year» means the GOVERNMENT’s financial year
according to the laws and regulations of the A.R.E.

(m) :Tax Years means the period of twelve (12) months according
to the laws and regulations of the AR.E.

(n) An ¢Affiliated Company» means a company
| (1) ‘the share ca_pital, cqnferring a niajor'ity of votes at stockhol-
ders’ meetings of such company, of which is owned directly
' or indirectly by a party heéreto;

(2) which is the owner directly or indirectly of share capital con-
ferring a majority of voles at stockholders’ meetings of 2

parly hereto; or

(3) whose share capital conferring a majority of vofes at stock-
holders’ meetings of such company and the share capital
conferring a majority of voteés at stockholders’ meetings of

a party herelo ar¢ owned directly or indirectly by the same
company.

(4) whichdirectly or indirectly controls, is controlled by, or is
under common cm;tml with a party hereto. ‘For the purpose
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of this definition, the word «controly means the right
to exercise more than fifty percent (50%) of the voting rights
at shareholders’ or partners’ meetings.

(0) «Exploration Blocks shall mean an ar€a, the corner points of which
have to be coincident with 6’ x 6 latitude and longitude divi-

sions, according to the International Grid System wheer possible
or with the existing boundaries of the Area covered by this L on-

cession Agreement as ;ei; out In Annex ¢Ad.

! |

) s£Development Blocks §ha]1 meéan an area, the corner points of
which have to be colncident with3’ x 3’ latitude and lopritude
divisions acording to the Interuwiional Grid Systesm whers =30831 -
ble or w.th the existing boundaries of Area covered by this Conces-
sion Agreement as set out in Anaex «Ay.

(9) «Devekoiiment Leasels)s shall mean the Development Biorck or
Blocks covering the geological structure capable of prodacaon,
the comer points of which have to be coincident with 3'x 3’ Lti-
tude and longitude divisions according to the International Crid.
System where possible or with the existing boundaries of th: Area

4 covered by this Concession Agreement as set out In Ammex ¢A»,

(r} ¢Agreement> means this Concession Agreement and its Annexes.

(s) «Gas Sales Agreementy shall mean a written agreement beiween
EGPC (as buyer) and EGPC and CONTRACTOR (as sel-
lers), which contains the terms and conditions for all Gas sales

~ from a Development Lease. The Gas Sales Agreement shall con-
tain pfovisions covering such subjects as the following : defini-
:ﬁﬂns, services, fad]itics,. rights and obligations, delivery and rece-
livery points, quantities, Gas processing, payment, term, taxes
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and duties, force majeure, arbitration and applicable kv titls
and risk of loss, insurance, liabilities, notices, audit, assignment,
confidentiality and specifications.

ARTICLE II
ANNEXES TO THE AGREEMENT

- Annex ¢A» Is a description of the Area covered and afiected by
this Agreement.

Annex «B» 1s a provisional illustrative map on the scale of

1 : 1,250,000 indicating the Area covered and affected by this Agree-
roent and described in Annex ¢As.

Annex ¢Cy» is the form of a Letter of Guaranty to be submitted
by CONTRACTOR one (1) day befcre the time of signature by the
Minister of Petroleum and Mineral Resources of this Agreement, for
the sum of fifteen million U.S. Dollars (U.S. $15,000,000) guaranice.
ing the execution of CONTRACTOR’s minimum exploration obliga-
{ions hereunder for the first three (3) year exploration period. In case
CONTRACTOR extends the initial exploration period for two 2)
additional periods each in accordance with Article 111 (b) of the Agree-
ment, a similar Letter of Guaranty shall be issued and be submit-
ted by CONTRACTOR on the day the CONTRACTOR exerci€s
its option to extend. The first such Letter or Guaranty shall be for
the sum of fifteen million U.S. Dollars (U.5. $15,000,000) and Fhe
second such Letter of Guaranty shall be for the sum of eleven million
Tj-S. Dollars (U.S. $11,000,000), less in both instances, any €xcess €x-
penditures of the preceding exploration period permitted for c.al'l')’ for-
ward in accordance with Article IV (b) third paragraph of this Agree-
ment. Each of the three Letters of Guaranty shall remam effectiw:-e for
si;x (6) months after the end of the exploration period for whi-ch it has
been issued except as it may be released prior to that time 1n accor-

dunce with the terms thereof.
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Annex «D» 1s the form of a Charter of the Operatinz Gompam
(o be fofmed as provided for in Article V1 herect

Annex «by 15 the ACC(‘Junting Prucedure.

Annex «by 18 & current map of the Natwnal Gas Pipeline Grid
svoewn Coablshed by the Government. The nokil of delivery for Ga.
sinall e agreed upon by the varties under the Cas Sales Agreement,
whicl: pomnt of delivery will be at the flange connecting the lease
pipchos 1o the National Gas Pipeline Grid System, as depicted i
Annex «i'», or as otherwise agreed,

Annexes «Ay, «By, «CQy, «D», «F», and «I'» to tlas Agreemei:
are hercby made part hereof, and they shall be consideved as having
equal force and effect with the provisions of this Agrecment

. ARTICLE TII
GRANT OF RIGHTS AND TERM

1he GOVERNMENT hereby grants EGPC and CONTRAC.
TOR subject to the terms, covenants and conditions set out in this
Agreement, which insofar as:they are contrary to orinconsistent with
“any provisions of Law No. 66 of 1953, as amended, shall have the
force of Law, an exclusive councession in and to the Area desciibed
1 Anmexes «Ay and ¢Bo.

‘
The GOVERNMENT shall own and be entitled, as hereiimfter
provided to a royalty in cash or in kind of ten (10) percent of the

(a)

/

total quantity of Petrolcum produced and saved from the
Area during the development period including renewal. Said

royalty shall be borne and paid by EGPC and shall not be
the obligation of the CONTRACTOR. The payment of royal-
ties by EGPC shall not be deemed to result I income  attribu-
table to the CONTRACTOR.
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&) An initial ]?leloration period of three (3) years shall start {rom
the Lffective Date. Two (2) successive additional Exploration

periods of three (3) years and two (2) years, respectively, shall be
granted to CONTRACTOR at its option, upon not less than thirty

(30) days’ prior written notice to EGPC and subject only to its
having [ulfilled its obligations hereunder for the then current

period. This Agreement shall be terminated if neither a Com-
mercial Oil Discovery nor Commercial Gas Discovery is establi-
shed by the end of the eighth (8th) year of the Exploration period.

However, each such period may be extended at CONTRA-
CTOR’s option for up to six (6) months to enable the completion
of drilling and testing of any well actually drilling or testing at
the end of each Exploration period. The election by EGPC to
undertake a sole risk venture under paragraph (c) below shall
not extend the Exploratidn period nor affect the termination of

his Agreement as to CONT RACTOR.

<) Gﬂmmercial.Discozgery .
() A Commercial Discovery, whether of Oil or Gas,, may con-

sist of one producing reservoir or a group of producing reset-
voirs which is worthy of being developed commercially .

After discovery of a Commercial O1l or Gas Well, CON-

TRACTOR shall, unless otherwise agreed upon, undertake as
part of its Exploration program the appraisal of the discov-

ery by drilling one or more appraisal wells, to determine
whether such discovery is worthy of Being developed -com-
taking into consideration the recoverable reserves,

production, pipeline and terminal facilities required, estima-
ted Petroleum prices, and all other relevant technical and

economic factors.

mercially,
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(1) Tl}e_ r[?r?‘:fisions laid down herein postulate the unity and in-
divisibility of the concepts of Commercial Discovery and
Development Lease. They shall apply uniformly to Oil and
Gas unless otherwise specified.

i) CONTRACTOR shall give notice of a Commercial Dis-
covery to EGPC immediately after the discovery 1s con-
sidered by CONTRAGCTOR to be worthy of commercial
development but in any event with respect to a Commerclal
Oil Well not later than the completion of the second appra-
isal well, or twelve {12) months following the date A
the Commercial Oil Well (unless EGPC agrees that such

period may be extended), whichever 1s earlier, or, with re-

al Gas Well, not later than twenty-four

spect to a Commercl
the Com-

(24) months following the date of the discovery of
mercial Gas Well (unless EGPG agrees that such period may
be extended), except that CONT RACTOR shall also have
~ the right to give such notice of Commercial Discovery with
respect to any.reservdir or reservoirs even if the well or wells
thereon are not «Commercialy within the definition of

«Commercial Welly if, in its opinion, a reservoir or a group
of reservoirs, considered collectively, could be worthy of com-
merclal development.

CONTRACTOR may also give notioe of a Commr-
cial Oil Discovery in the event it wishes to undertake a Gas
Recycling Project. A notice of Commercial Gas Discovery
<hall contain all detailed particulars of the discovery and
especially the area of (Gas reserves, the estimated production
potential and profile' and ficld life.

Following receipt of a notice of a Commerdial Oil or Gas
Discovery, EGPC and CONTRACTOR shall mcet and

review all appropriate data with a view to mutually agreeing
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upon the existence of a Commercial Discovery. The date
of Commercial Discovery shall be the date EGPC and
CONTRACTOR agree that a Commercial Discovery

exists.

(iv) If Crude Oil is discovered bul is not .deemed by CONTRAU-
TOR to be a Commercial Oil Discovery under the above pro-
visions of this paragraph (c), EGPC shall one (1) month alter
the expiration of the period specified above within which
CONTRACTOR can give notice of Commercial Discovery,
or thirteen (13) months after the completion of a well not
considered to be a «Commercial Oil Well» have the right,

and dispose of all Crude Oil from the geological teature on
which the well has been drilled. Said notice shall state the
specific area covering said geological feature to be develo-
ped, the wells to be drilled, the production facilities to be
instalted and EGPC's estimated cost thereof. Withia thirty
(30) days after receipt of said notice CONTRACTOR may,
in writing, elect to develop quch area as provided for in the
case of Commercial Discovery hereunder. In such event, all
teyms of fhis Agreement shafl continue to apply to the specl--
fied area. If CONTRACTOR elects not to develop such
area, the specific area covering said geological teature shall
he set aside for sole nisk operations by EGPC, such area to ne
mutually agreed upon by EGPC and CONTRACTOR on the
ba_sls Df good pﬂtroleum .i-ndustry practices_. In the event
Operating Company has come into existence, EGPC shall
Lo entitled to have Operating Company perform such opera-
tions for it at BGPCS sole cost, risk and expemse. When
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EGPC has recovered from the Crude Oul produced from such
specificarea a quantity of Crude Oil equal in value o three
hundred (300) percent of the costs it has lncurred in cariy:
ine out the sole risk operations, CONTRACTOR  shall
have the option, only in the event there has been a suvparaie

M : . "y |
Commercial Oil Discovery, to share further development and

production of that speciiic aréa upon paying EGPC one huui-
dred (100) percent of such costs incurred by LGPC. Such

one hundred (100) percént payment shall not be reuovered

by GONTRAGT(D_R. Immediately following such payment,

the specific area shall either (i) revert to the st atus of an

ordinary Development J€ase under this Agreement and there-

after shall be opérated 1n accordance with the terms hereol;

‘ts Affiliated Company is conducting development o©

tions in the area at its sole €xpense and EGPC elects 1o con-

<hall remain set aside, and CON-
sharing
VIi (b

tinue operating, thearca
TRACTOR shall only be entitled to its production

percentage of the Crude Oil as specified in Article

below. The sole risk Crude Oil shall be valued in the marn-
ner provided 1n paragraph (c) of Artilce VII. In the eveni
termination of this Agrécment under the provisions

of any
shall, however, con-

of Article III (b) above, this Agrec ment
tinue to apply to FGPC’s operation of any sole risk venturt
bereunder although such Agreement <hall have been termning

ted with respect to CONTRACT OR pursuant 10 the pre-

visions of Article T1T (b) above.
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‘{d) Conversion to a Development Lease

() TFollowing a Commercial Oil Discovery or a Commercial Gas
Discovery, the extent of the -whole area capable of produc
tion to be covered by a Development lL.ease shall be mutaally
agreed upon by EGPC and CONTRACTOR and be subject
to the approval of the Minister of Petroicum and Mineral

‘Resources. Such area shall be converter automatically into

a Development Lease without the issue of any additional
legal instrument or permission.

(i) Following the couversion ol an aréa (e a Development Lease
based on a Commercial Gas Discovery (or upon the discoves;
of Gas in a Dewvelopment Lcase granted following a Cum
mercial Oil Discovery), EGPC shall make efforts to find th
adequate local markets capable of absorbing the production
of Gas and shall advise CONTRACTOR of the potentlal out
fets for such Gas, and the expected annual schedule of de-
mand. Thereafter, EGPC and CONTRACTOR shall meet
with a view to assessing whether the outlets for such Gas and
other relevant factors warrant the development and produte-
tion of the Gas and, in case of agreement, the Gas thus
made available shall be dispcsed of to EGPG under a long

term sales agreement in accordance with and subject to the

_conditions cet forth in Article VII below.

(iii) The development period of each Development Lease shail
be as follows :

(aa) In respect of a Commercial Oil Discovery, twenty (24
rs from the date of each Commercial Discovery
plus the Optional Extension Period {as deflned below)

provided that, in the event that subsequent to the con-
version of a Commercial Oil Discovery into a Develop:
ment Lease, Gas is discovered in the samé Development
| ease and is used or is capable of being used locally or

for export hereunder, the period of the Development
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(bb)

Lease shall be extended only with respect to such Gas,
LPG extracted from such Gas and Crude Oil in the form
of condensate produced with such Gas for twenty (20)
years from the date of first delivérics of Gas locally or
for export plus the Optional Extension Period (as defincl
below) provided that the duration of such Development
Lease based on the Commercial Oil Discovery may not
be extended beyond thirty-five (35) years from the date

of the Commercial Oil Discovery. CONTRACTOR
shall immediately notify EGPC of any Gas discovery,
but there shall be no requirement to apply for a néw
Development Lease in réspect of such Gas.

In respect of a Commercial Gas Discovery, twenty (20)
years from the date of first deliveries of Gas locally or
for export plﬁs the Optional Extension Period (as deii-
ned below), provided that if subsequent to the conve-

rsion of a Commercial Gas Discovery into a Develop-

ment Lease, Crude Oil is discovered in the same Deve-

lopment Lease, CONTRACTOR’s share of such Crude
Oil from the Development Lease (cxcept LPG extract-
ed from Gas or Crude Oil in the form of comlensate
produced with Gas) shall revert entirely to EGPG upon
the lapse of twenty (20) years from the date of such

Crude Oil discovery, plus the Optional Extension Period
(as defined below).

Notwithstanding anything to the contrary under this
Agreement, the duration of a Development Lease based
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oa a Commercial Gas Discovery shall, in no case, €xce-
ed thirty-five (35) years from the date of such Commer
clal Gas Discovery.

CONTRACTOR shall immediately notify EGPC of any
Oll discovery, but there shall be no requirement to apply
tor a new Development Lease in réspect of such Crude

O1l.

The «Optional Extension Periods shall meaq a period
of five (5) years which may be elected by CONTRA-
CTOR upon six (6) months’ written notice to EGPC
prior to the expiry of the relevant twenty (20) year

period.

| Development operations shall, upon: the issuance of a Develop-

ment Lease granted following a Commercial Qil Discovery, be
started promptly by Operating Company and be conducted in
accordance with good oil field practices and accepted petrolcum
engineering principles, until the field is considered to he fully
developed, it being understood that if associated Gas is not utili-
zed, EGPC and CONTRACTOR shall negotiate in good faith
on the best way to avoid impairing the production in the econo-
mic interests of the parties. In the event no Commercial produc-
tion of Oil in regular shipments is established in any Develop-
ment Block within three (3) year from the date of the Commerical
O1l Discovery such Development Block. shall immeditely be relin-
quished unless there is a Commercial Gas Discovery on the Deve-
lopment Lease. However, such three (3) year period may be
“xtended by an additional period mot exceeding one (1) year, sub-
ject to approval of the Minister. FEach Development Block in
Development Lease being partly within the radius of drainage of
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Devclopment operations in respect of Gas and Crude Oil in the
form of Condensate or LPG to be produced with or extracted
from such Gasshall, upon the signature of a Gas Sales Agreement
or commencement of a scheme to dispose of the Gas, whether for
export as referred to in Article VII below or otherwise, be strated
promptly by Operating Company and bé conducted in accordance
with good gas field practices and accepted petroleum engincering
principles and the provisions of such Gas Sales Agréement  Or
scheme. In the event no Commercial Production of Gas is esta-
blished in accordance with such Gas Sales Agreement or scheme,

- the Development Lease relating to such Gas shall he relinquished,
unless otherwise agreed upon by EGPC.

() CONTRACTOR shall bear and pay all the costs and eXPeNses
required in carrying out all the operations under this Agreement
but such costs, and expenses shall not include any interest on
nvestment. CONTRACTOR  shall look only to the Petroleun:
to which it is entitled under this Agreement to recover such costs
and expensés. Such costs and expenses shallbe recoverable as
provided in Article VII. During the term of this Agreement and

N2 its renewal, the total production achieved in the conduct of such
operations shall be divided between EGPC and CONTRACTOR
in accodance with the provisions of Article VII.

(8) (1) Unless otherwise provided, CONTRACTOR shall be subject
to Egyptian incomé tax laws and shall comply with the re-
quirements of such laws with respect to the filing of retums,
the assessment of tax, and the keepmg and showing for re-
view by any authorized personnel of EGPC or the Govern.
ment of books and records.
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(2) CONTRATOR’s annual Income for Egyptian income tax
purposes under this Agreement shall be an amount-calcula-
ted as follows :

The total of the sums received by CONTRACTOR from
the sale or other dispesition of all Petroleum acquired
by CONTRACTOR pursuant to Article V11, paragia-
phs (a) and (b);

Reduoced by :
(1) the costs and expenses of CONTRACTOR;

(iiy the value, as determined according to paragraph (c} of
Article VII of EGPC’s share of the Excess Cost Re-
covery Petroleum repaid to EGPC in cash or in kind, Y

ally,

PLUS
An amount equal to CONTRACTOR’s FEgyptian w-
COM11e taxdcs g‘fossed up 1 e mdnndy showil In Almex
E, Article V1.

For purposes of abhoveslax deductions in any Tax Year, para-
graph {a) of Article VII shall apply only in respect of classi-
fication of costs and expenses and rates of amortization, with-
out regard to the percentage limitation referred to in the first
paragraph of Article VII (a) (1). All costs and expenses of
CONTRACTOR in conducting the operations under this
Agreement which are not controlled by paragraph (a) of
Article VII as above cualified shall he deductible in accor-
dance with the provisions of the Egyptian Income Tax Law.

-

(3) EGPC shall assume, pay and discharge, in the name and on
behalf of the CONTRACTOR, CONTRACTOR's Ecyptlan
Income Taxes out of EGPC’s share of the Petroleum produ.

ced and saved and not used in operations under Article VL.
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All taxes paid by EGPC in the name and on behalf of CON-
TRACTOR shall be considered income to CONTRACTOR
as calculated i accordance with Article VI of the attached
Acounting Procedure,

(4) EGPC shall fumish to CONTRACTOR the proper oificial
receipts evidencing the payment of CONTRACTOR’s Egyp-
tian Income Tax for each Tax Year, within ninety (90) days
following the receipt by EGPC of CONTRACTOR’s fax

declaration for the preceding 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) As used herein, Egyptian Income Tax shall be mclusive of
all income taxes payable in the A.R.E. (including tax on
tax) such as the tax on income from movable capital and the
tax on profits from commeroe and industry and inclusive of
taxes based on income or profits including all dividends,
withholding with respect to shareholders, and other taxes Im-
posed by the GOVERNMENT of the A.R.E. on the dustri-

bution of inco_me or profits by CONTRACGTOR.

(6) In calculating its A.R.E. Income Taxes, EGPC shall be enti-
tled to deduct all royalties paid by EGPC to the GOYERN-

MENT and CONTRACTOR’s Egyptian income taxes paid
by EGPC on CONTRACTOR’s behalt.

ARTICLE 1V
WORK PROGRAM AND EXPENDITURES DURING
EXPLORATION PERIOD

(a) CONTRACTOR shall commence Exploration operations here-
under not later than six (6) months after the Effective Date. Not
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later than the end of the fifteenth (15th) month after the Effec-

tive Date, CONTRACTOR shall start Exploration drilling in

the Area, with a commitment of driiling four (4) wells during
the initial Exploration period. EGPC shall make available for

CONTRACT OR’s use all selsmlc wells and other Exploration
data in EGPC’s possession with respect to the Area.

b) The initial Exploration period shall be three (3) ;earg‘ CONTRAC-
TOR may continue Exploration activities by undertaking two (2)
successive additional periods of three (3) years and two (2} years,
respectively, in accordance with Article 11T (b), upon at least
thirty (30) days’ prior written notice to EGPC, subject to CON-
TRACTORs -Expenditure of its minimum Exploration obligatious
and of its fulfillment of the drilling obligations hereunder for tie
then current period. CONTRACTOR shall spend a minimun

of fifteen miilion U.S. Dollars (U.S. $15,000,000) on Exploration
operations and activities related thereto during the initial three
(3) year Exploration period; during such initial period, CONTRA-
CTOR shall drill four (4) wells. For the two (2) successlve adai-

tional Exploratlon Period of three (3) years and two (2) years, re-
spcctwely, that CONTRACTOR elects to undertake heyoud the

initial Exploration period, CONTRACTOR shall spend a mini-
mum of fifteen million U.S. Dollars (U.S. $15,000 ,000) and eleven

million U.S. Dollars (U.S. $11,000 .000), respectively; durmg each

ditional period CONTRACTOR shall drill four (%) wells,

such ad
vr ]J g the

Fach of the minimum numbér of wells to be drilled d

initial Fxploration Period or the Additional Exploration Perluil
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shall be dﬂﬂed to a Hummum vertical depth of ten thousand feet
(10,000) below the surface of the earth unless before reaching

such depth, granite, salt, saltwater flow, heaving shale, abnormal

presslll‘ei or f)thﬁl‘ conditions, including the loss of the hole or
mechanical difficulties, are encountered which would render fur-

ther drilling Impracticable. In the event any such conditions are
encountereéd, drilling may be terminated at a lesser depth and the
well will be deemed to have satisfied the minimum depth require-
ment specified herein. Should CONTRACTOR spend more
than the minimum amount required to bé expended or drill
more \\-‘d_ls than the nummum required to be drilled during the
initial three (3) year Exploration period, or during any perind
thereafter, the excess may be subtracted from the mummum
amount of money required to be expended by CONTRACTOR

or m'milm:lm number of wells required to be drilled during any
succeeding Exploration period or periods, asthe case may be.

in casé CONTRACTOR doges not fulfill its Exploration obliga-

tions under this Agreement as set forth above before or-at the
end of the third (3rd) year of the initial period, or any Cxten-
<ion thereof, having expended less than the total sum of fiftcen

miltien U-S. Dollars (U.5. $ 15,000,000) on Exploration or In the
event at the end of the third (3rd) year CONTRACTOR has

expendcd less than said sum in the Area, an amoun! equél to the
difference between the «aid fifteen million U.S. Dollars (U.S. %

15,00&000)! and the amount actually spent on Exploration actr-
vities shall be paid by CONTRACTOR to EGPC at the time of

currendering  or within three (3) months from the end of the
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third (3rd) year of the initial Exploration periad, as the case
may bé. Any expenditure deficiency by CONTRACTOR at the
end of anyhédéliti'dnaf ,f:e‘inCl for the reasons above noted shail
similarly result in a payment by - CONTRACTOR to EGPC of
such deficiency. Provided this Agreement is still in force as to
CONTRACTOR, CONTRACTOR shall be entitied to recover
‘any such i}aymEnts as Exploration mpenditures in the manner.
provided for under ‘Article VII in the event of Commercial
I_Prodﬁq'iﬁ‘on. ' o |

Without prejudice to Article 111 (b), in case no Commercial Oil
- Discovery is established or no notice of Commercial Gas Disco-
 very is given by ﬂlﬁ end of the eighth (Bt:hj year of the E}cplora'»
tion period or any extensions thereof, or in case CONTRACTOR
surrenders it Explbration obligations under this Agreement
prior to sucﬁl time, EGPC shall not _,béar any of ‘the aforesaid
expenses incurred by CONTRACTOR. o

(¢) At least four {4) months pricr to the beginning of each Financial
Year or at stch other times as may mutually be agveed 1o by
"EGPC and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program and Budget for the Area setting {orth
the Exploration operations which CONTRACTOR proposes
to carry out during the ensuing year. During each Exploration
period, such ‘Work Programs and Budgets taken together shall
be at least sufficient to satisfy CONTRACTOR’s minimum ex-
penditure obligations for the period it covers, taking into account
any credifs for excess drilling or expenditures by CONTRAG-
TOR i prior-Exploration periods.

‘The Exploration. Work Program and Budget shall . be reviewed
by. a joint committee to be established by EGPC and CONTRA-
CTOR after the Effective Date of this Agreement. ‘This Com-
mittee; hereinafter referred to as the ¢Exploration Advisory Com-
mittee.»"shall’ consist of six (6) members, three (3) of whom shall
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be appointed by EGPC and three (3) by CONTRACTOR. The
Chairman of the Exploration Advisory Committee shall be de-
signated by EGPC from among the members appointed by it.
The Exploration Advisory Committee shall review and give such
advice as it deems appropriate with réspect to the proposed Work
Program and Budget. Following review by the Exploration
Advisory Committee, CONTRACTOR shall make such revisions
as CONTRACTOR deems appropriate and submit the Explora-
tion Work Program and Budget to EGPC for jts approval. ¥ollow-
ing such approval, it is further agreed that

(1) CONTRACTOR shall not substantially revise or modify said

Work Program and Budget nor reduce the approved bud-
geted expenditure without the approval of EGPC;

L

(1) In the event of emergencies involving danger of loss of lives
or property, CONTRACTOR may expend such additional
non-budgeted amounts as may be required tc alleviate such
danger. Such expenditure shall be considered in all respe-
cts as an Exploration expenditure and shall be recovered
pursuant to the provisions of Article VII hereof,

(d) CONTRACTOR shall advance all necessary funds for all mate-
rials, equipment, supplies, personnel administration and opera-
tions pursuant to the E;:ploratitm Work Program and Budget and
EGPC shall not.be responéible-itb bear or repay any of the afore-
said oosts. |

‘ (¢) CONTRACTOR shall-be responsible for the preparation and per-
formance of }he ﬁxplomtion Work Program which shall be imple-
mented in jar workmmhke manner  and consist_ent' with good
industry, practices: -.* - '
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Except as is appropriate for the processing of data, spcectalized
laboratory, engineering and development studies thereon, to be
made in specialized centers outside A.R.E., all geological and &<
ophysical studies as well as any other studies related to the per
formance of this Agreement, shall be made ‘iu the ARL.

CONTRACTOR shall entrust the management of Exploration
operations in the A.R.E. to its technically cornpetent General Ma.
nager and Depuly General Manager. The names of such Mana-
ger and Deputly General Manager shall upon appeintiment, e
forthwith notified to the GOVERNMENT and to EGPC. "ihe
General Manager and, in his absence, the Deputy Generul Man-
ager shall be entrusted by CONTRACTOR with sufficient powers
to carry out immediately all lawful writien directions given Lo
them by the GOVERNMENT or its represenfative ancler the
terms of this Agreement. All Jawful regulations issued or her-
eafter to be issued which are applicabie heccunder anc not 1n
conflirt with this Agreement shall apply to CONTRACTO,

() CONTRACTOR shall supply EGYG, within thirty (30) days

from the end of each calendar quartes, with a Stateprent Of tX-

ploration Activity showing costs incurred by CONTRACTOR

during such quarter. CONTRACTOR’s records anicl neCessary
PO

supporting documents shall be available for inspection by LG
at any time during regular working hours for three (3) months

from the date of receiving each Statement.

Within the three (3) months from the date of receiving such Sta-

tement, EGPC shall advise CONTRACTOR in writing if it con-
siders :

(1) that the record of costs 1s not correct:
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(2) that the costs of goods or services supplied are not in line
with the international market prices for goods or services of
similar quality supplied on similar terms prevailing at the
time such goods or services were contracted for, provided,

however, that purchases made and seivices performed with-
in A.R.E. shall be subject to Article XXV

(3) that the condition of the materials furnished by CONTRAC-
TOR does not tally with their prices; or

(4) that the costs incurred are not reasonably required for ope-
rations. | .

CONTRACTOR shall confer with EGPC in connection with
the problem thus presented, and the parties shall attempt to reach
a settlement which is mutually satistactorv. Any reimbursement

due to EGPC out of the Cost Recovery Petroleum as a result of
reaching agreeﬁlﬂlt or of an arbitral award shall be promptly
made in cash to EGPC, plus simple interest at LIBOR. plus 2.5
percent per annum from the date on which the disputed amount(s)
would have been paid to'EGPC according to Article V1I (a) (2)
and Annex «E» (i.e., the date of rendition of the relevant Cost
Recovery Statement) to the date of payment. “The LIBOR rate
applicable shall be the average of the figure or figures published
by the Financial Times representing the mid-point of the rates
(bid and ask) applicable to one month U.S. Dollar deposits in the
London Interbank Eurocurrency Market oneach fifteentn (15th)

day of each month occurring bétween the date on which the dis-
puted amount(s) would have been paid to EGPC and the date on

which it is settled.
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If the LIBOR rate is available on any fifteenth (15th) day but
is not published in the Financial Times in respect of such day for
any reason, the LIBOR rate chosen shall be that ofiered by Citi-
bank N.A. to other leading barks in the London Interbank Luroc
urrency Market for one-month U.3. Dollar deposits

If such fifteenth (15th) day is not a day on which LIBOR ruaies
are quoted in the London Interbank Eurocusrency Market, the
LIBOR rate to be used shall be that quoted on the next following

day on which such rates are quoied.

[f within the time limit of the three (3) month period provided
for in this paragraph, EGPU has not advised CONTRACTOR ct
its objection to any Statement, sucn Statement shall be considered

as approved.

(g) CONTRACTOR shall supply all funds necessary for its operi-
tons in A.R.E. under this Agreement in freely convertible curre-

ncy from abroad. CONTRACTOR shall have the right to buy

Egyptian currency whenever required and the conversion shall

be made at the local banks in the
ficial A.R.E. rate of exchangt.

J

AR.E. according to the Of-

CONTRACTOR the Egyp-

(h) EGPC is authorized to advance o _
1 this Acreemcent

tian currency required for the operations under
against recelving from CONTRACTOR an equivalent amount

of U.S. Dollars at the official A.R.E. rate of exchange, such Dol
lars to be deposited in an EGPC account abroad with a corres-
pondent bank of the National Bank of Egypt, Gairo. Withdra-
wals from said account shall be used for financing EGPC’s and
ite Affiliated Companies’ foreign curréncy requirements subject
to the approval of the ‘Minister of Petroleum and Mineral

Resolrces.
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ARTICLE V
MANDATORY AND VOLUNTARY RELINQUISHMENTS

(a) MANDATORY

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

-—

total of twenty-five (25) percent of the original Area not then con-
verted to a Development Lease or Leases. Such relinquishment
shall be in units of whole Exploration Blocks or parts of Explora-
tion Blocks not converted to Development Leases so as to emable
the relinquishment requirements to be precisely fulfilled. At the
end of the sixth (6th) year after the Effective Date hereof, GON-

TRACTOR shall relinquish an additional twenty-five (X5) per-
cent of the original Area not then converted to a Development
Lease or Leases. Such relinquishment shall be in units of whole
Exploration Blocks or parts of Exploration Blocks not conver-
ted to Development Leases so as to enable the relinquishment re-

quirements to be precisely fulfilled.

Without prejudice to Articles 111 and XXII.or the last parag-
raph of this Article V (a), at the end of eighth (8th) year of the
Exploration period, CONTRACTOR shall relinquish the rema:
inder of the original Area not then converted 1o a Developiment

J.ease or Leases.

It is understood that at the time of any relinquishment the areas
to be converted into Development Leases and which are submit-
ted to the Minister of Petroleum and Mineral Resources for his
a-ﬁproval, according to Article III (d) shall, subject to such ap-
proval, be deemed to be converted to Development Leascs.

Nothing in this Agreement shall be construed as requiring GON-
TRACTOR to relinquish any Exploration Block or Blocks on
which a Commercial Oil or Gas Well is discovered before the
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period of time referred to in Article 111 (c) of this Agreement
given to CONTRACTOR to determine whether such Well is a

Commercial Discovery worthy of development. In the event
at the end of any Exploration period a well is actually drilling

or testing, CONTRACTOR shall_ be allowed wup to a six (6)
month period to enable it to establish a Commercial Oil or Gas

Well or declare a Commercial Discovery, as the case may be.

() VOLUNTARY.
CONTRACTOR may, voluatarily, during any period relinquish
all or any part of the Area in Blocks provided that at the time
of such voluntary relinquishment its Exploration oblgations un-

der Article IV (b) have been satisfied for such period.

Any relinquishments hereunder shall be credited toward thé ma-

ndatory provisions of Article (V) (a) above. Following Comme
rcial Discovery, EGPC and CONTRACTOR shall mutually

agre¢ upon any area o be relinquished thereafter, except for the

relinéluishmcnt provided for above at the end of the total Fxplo-
ration period.

ARTICLE VI

OPERATION AFTER COMMERCIAL DISCOVERY

(¢) EGPC and CONTRACTOR shall form in the A.R.E. an operat:
ing company pursuant to Article VI (b) and Annex «D» which
company shall be named by mutual agreement between EGPC and
CONTRACTOR and such name shall pe subject to the approval
of the Minister of Petroleum and Mineral Resources (hereinafter

referred to as «Operating Company»). Said company shall be 2
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private sector company. Operating Company shall be subject to
the laws and regulations in force in AR.E. to the extent that
such laws and regulations are not iinconsistent with the provisions
of this Agreement or the Charter of Operating Company.

However, Operating Company and CONTRACTOR shall, for
the purpose of this Agreement, be exempted from the following
laws and regulations as now or hereafter amended or substituted :

__ law No. 97 of 1976, organizing dealings in foreign curre-
nciess

—  Law No. 48 of 1978, on the staft regulafions of Public Com-
panies;

_ Law No. 159 of 1981, promulgating the law on joint stock
companies, partnership limited by share companies and limi-
ted Hability companies; and - |

— Law 97 of 1983 'piromtﬂgath}g the law concerning public
sector’s authorities and companies.

«D». Within thirty (30) daysafter the date of a Commercial Ol
Discovery or within thirty (30) days after signature of a Gas
Sales Agreement or commencement of a scheme to dispose of
Gas (unless otherwise agreed upon by EGPC and CONTRAC-
TOR), the Charter shall take effect and Operating Company shall
automatically come into existence without any further procedu-
res, at which time the Exploration Advisory Committee shall be

dissolved.

(¢} Ninety (90) days after the date Operating Company cOmes into
existence in accordance with paragraph (b) above, it shall pre-
pare a Work Program and Budget for further Exploration and
Development for the remainder of the Financial Year in which
the Commercial Discovery is'made; and not later than four (4)
months before the end of the current Financial Year (or such
other date as may be agreed upon) and four (4) months preceding

(b) The Charter of Operating Company is hereto attached as Annex
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the commencement of each succeeding Financial Year thereatter
(or such other daie as may be agreed upon) Operating Company

shall prepare an annual Production Schedule, Work Program and
Budget for further Exploration and Development for the succeed-

ing Financial Year. The Production Schedule, Work Program
and Budget shall be submitted to the Board of Directors for

approval.

(d) Not later than the twentieth (20th) day of each month, CO)perating
Company shall furnish to CONTRACTOR a written estimate of
its total cash rcquiremmts for expenditure for the first half and

‘the second half of _t'he succeeding month expressed in U.S. Dollars
having regard to the approved Budget. Such estimate shall take
nto consideration any cash expected to be on hand at month endl.
Payment-for the appropriate period of such month shall be made
to the correspondent bank designated in paragraph (e) below on
the first (1st) day and fifteenth (15th) day respectively, o the

next following business day, if such day is not a business day.

(¢) Operating Company i« authorized to keep at its own disposal
abroad in an account opened with a first-class international bank
that is a correspondent bank of the National Bank of Egypt,
Cairo, the foreign funds advanced by CONTRACTOR. With-
drawals from said account <hall be used for payment for goods
.nd services acquired abroad and for transferring to a local bank

30 the A.R.E. the required amount to meet expenditures in Egyp-
tiap Pounds for Operating Company in connection with its acti-
vities under this Agreement.
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Within sixty (60} days after the end of each Financial Year,
Operating (ompany shall submit to the appropriate exchange

control authorities in the A R.E. a statement, duly certified by
showing the funds credited to that

de out of that account and the

a recognized firm of auditors,

account, the disbursements ma
balance outstanding at the end of the Financial Year.

(f) If and ior as long during the period of production operations there
in production f acilities which cannot

exists any €xXcEss capacily
during the period of such excess be used by the Operating Gom-
find

pany, EGPG and CONTRACTOR will consult together to
2 mutually agreed formula whereby EGPC may use the ©XCEsS

capacity if it so desires without any unreasonable financial or

operational disadvantage to the CONTRACTOR.

ARTICLE VII

RECOVERY OF COSTS AND EXPENSES AND
PRODUCTION SHARING

(a) (1) Cost Recovery Petroleum :
Subject to the auditing provisions under this Agreement,
CONTRACTOR shall recover all costs and €Xpenses In
respect of all the Exploration, Development and related ope-
rations under this Agreement to the extent and out of thirty

(30) percent quarterly of all Petroleum produced and saved
from all Development Leases within the Area hereunder
and not used in Petroleum operations. Such Petroleum 1s
hemhlafter referred to as «Cost Recovery Petroleums.
For all Exploration, Development and production hereunder,
such costs and expenses shall be recovered from Cost Reco-

very Petroleum in the following mammer :
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(1) -Operating Expenses, incurred and paid after the date
of the mitial Commercial Production, which, for the
purposes of this Agrecement, shall mean the, date on
which the first regular shipment of Crude Oil or the
fl}*st dﬂ:hVSI‘iES of Gas are made, shall be recoverable
either m the Tax Year in which such costs ana €xpen-

ses are incurred and paid or the Tax Year in which 1nt-
tial Commercial Production occurs, whichever 1s the
later date.

(ii) Exploration Expenditure includng those accumulated
prior to the commencement of initial Commercial Pro-
duction, which for the purposes of this Agreement shall
mean the date on which the first regular shipment of
Crude Oilor the first deliveries of Gas are madie, shall

be recoverable at the rate of twenty five (25) pércent
per annum starting either in the Tax Year in which

“such expenditures are incurred and paid or the lax veéar
" in which initial Coramercial Production commences,

B whichever is.the later date.

it} Development Expenditures, including those accumulated
priox to the commencement of initial Commercial Pro-
duction, which, for the purposes of this Agreernent,shall
‘mean the date on which the first regular shipment of

" Crude Oil or the first deliveries of Gas are made, shall
be recoverable at the rate of twenty-five (25) percent

per annum starting in the Tax Year in which such €x-
penditures are s curred and paid or the Tax Year in
which initial Commercial Production commences, which-

ever is the latter date.

(iv) To the extent that, in a Tax Year costs, Expenses 01
1 ' ) and

expenditures ‘ecoverable per paragraphs (1), (L

(il) preceding exceed the value of all Gost Recovery

Petroleum for such Tax Year, the excess sha]l be carried

forward for recovery 1n the next succeeding Tafyz Y :'ﬁz
o e . . . el.‘ _

or Years until fully recovercc, but in no case 2

termination of this Agreement, as to CONTRACTOR.
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(v) For the purpose of determiing the classification of all
costs, expenses and expenditures for their recovery i -

tollowing terms shall apply -

(@) «Exploration Expenditures» shail mean all .-osis

and expenses for Exploration

(0) «Development Expenditures» shail mean ail costs
and expenses for Development with the exception
of Operating Expenses.

(C) «Operating- Expenses» shall mean all cosls, txpernt-
s¢s and expendltures made after initial Commercial
Production, which costs, expenses and expenditures
are not normally depreciable. However, Operat-
Ing Expenses shall include workover, repair and
malntenance of assets, but shall not include any of
the following : side tracking; redrilling and chang-
ing the status of a well; replacement of assct: on
a part of an asset; additions, improvements, vene-
wals or major. overhauling that extend the hte f
the asset.

(vi) It is understood and agréed upon that the recover. ai
costs and expenses as based upon the rates referred o
above shall be allocated to each quarter proportionately
(one fourth to each quarter). However, any recover-
able costs and expenses not recovered in on€ quarter, as
thus allocated, shall be carried forward for recovery In
the next quarter.

(2) Except as provided under Article VII (¢} (1), CONIRAL-
TOR shall each quarter take and separately disposc of ali
Cost Recovery Petrodleum produced, jrius 1is share i the
balance of the Petroleum as stipulated in paragraph (b} be-
low of this Article VII. To the extent that the value oi
the Cost Recovery Petroleum (as determined in paracraph



1AAL dlw o sle Yo ch\s'D )Y )| — daas P B2 el VY N\

il

nod3 2l skl 13 2o BWH Leil} iy LI e (03T ()
Il (1) (1) (f) oAl ik oy a8 LS dlo ¢ I ) 4
Do Jolilly L) 06 (TN shs 2 jaasdl Byl G oL )
L_,'.,.:J! o u.JLCﬂI Sty LY uaﬁ;-.l.l J;J‘;:H'Lé 55b oH) Jf 403 bb@

Ll 5L sda o (O) 3 A G obsT &l

oY plllSY (W)

. ﬁ.JU‘ \_,......J.U l.EéJ J‘ﬁ‘&; J_glz.[.‘_g d:..._;.” o t..!S

T AT b»“u—m (’U* o

d r.l.m,..a.d # L;..\H_;ML:U Y\a.l.h
Jaad o

L;_,:#.d_)ﬂﬁ}u) \...9:“/(.}:"\":” SA&

SYIPLTTY W RN PY S o 715) 281 32 Al
Yo YG' ' l;ﬁ_’.:_ &‘_{fﬂitnéﬁ-
ijo VVJQ \:'_ﬁd:‘{ﬂl--*wrjvﬁll\ol
‘V,ﬁ AY)O \:._’!-L}':.-{O"“J'

(LPG> Sl Jardl 5L 50
b_,flp_, A~ O §Ras § Y «LPG}JJL.J} d_’_;..” J\F} jUI
Yo Vo oAb omyk b Y

.,_,,LLqu d r.im..u.a fl-’ A.J\m Yl
JL..J JJ-\...“



. radmmad . o — s - —

-

NS VY 1A L sl ¥e d (m) )Y 2l — %)) 0 ool

M—

() bcl?w) ex:ceeds the actual recoverable costs and expendi-
tures, including any carry forward under paragraph (a) (1)
(iv) above, to be recovered in that quarter (¢Excess Cost Re-
covery Petroleum»), then EGPC and CONTRACTOR shall
<hare all the Excess Cost Recovery Petroleum in the same
percentages as set forth below in paragraph (b) of this
Article VII.

(&) Production Sharing : .
(1) The remaining seumlfy (70) percent of the Petroleum shall
be taken and disposed of separately by EGPC and CON-
TRACTOR in the following percentages :

. . r
Crude Qi ‘ EGPC CONTRACTOR
share Share

—-——II-—-—#—

_———____—————___—__"_—_——__—-
| |

Crude Oil Produced and saved under
this Agreement and not used in
Petroleum operations. Bazrels per

- day (quarterly average.) -

That portion or increment up to | Seventy - five | Twent-five perce-
25,000 BOPD - Percent (75%) | nt (25 7o)
That portion or increment from Seventy - sCven | Twenty - Two

and one - half | and one€ - half

25,001-50,000 BOPD .
percent (77.5%)| percent (22-5%)

00 | Eighty-two and | Seventecel and
one-half percent | on® - half perce-

(82-5%) ot (17-5%)
- ———

That portion in excess of 50,0
BOPD

Gas and LPG :
" Gas and LPG produced and saved under this Agreement and
not used in Petroleum operations :

EGPC Share : Seventy-five percent (73 7))
CONTRACTOR bShare : Twenty-five percent (2 To)
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(2) After the end of each contractual year during the term of

any Gas Sales Agreement entered into pursuant to Article
VII (¢), EGPC and CONTRACTOR (as sellers) shall render
to EGPC (as buyer) a statement for an amount of Gas, 1f
any, equal to the amount by which the quantity of Gas of
which EGPC (as buyer). has taken delivery falls® below
seventy-five (75) percent of the contract quantities of Gas
as established by the applicable Gas Sales Agreement (the
¢Shortfall), provided the Gas is available. Within sixty
(60) days of receipt of the statement, EGPG (as buyer) shall
pay EGPC nd CONTRACTOR (as sellers) for the amount
of the Shortfall, if any. 'Lhe Shortfall shall be inclusied
;1 EGPC’s and CONTRACTOR's entitlements to Ly Put-
suant to paragraphs (a) and (b) of this Article in the 1ourlh
(4th) quarter of such contractual year.

| Q,uantities‘ of Gas not taken but to be paid tor shall be reco-
rded in a separate «Shortfall account.» Quantities of isas
(«"’ﬁl&k&-up oas») which are delivered 1n subsequent yeais il
excess of seventy-five (7 5) percent of the Contract quantities

of Gas as established DYy the ‘_:applic.able gas sales agreemeri,

shall be set against and reduce quantities of (as in the Shor-

t£a1] account to the extent thereof and, to that extent, 1o

additional payment shall be due 1n respect of such Gas. Such

shall not be included 1n EGPC’s and CON-
nt to paragraphs ()
“all have no

make-up gas
TRACTOR's entitlements to Gas pursua
and (b) of this Article. CONTRACTOR

rights to such make-up gas-

The percentages set fofth :n Articte VIIL (a) and this Article

: 0 lant construc
V11 (b) in respect of LPG produced from a P 1
ted and operated by or ot behalt *of EGPC and CONTRAG-

TOR shall apply to 2
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(¢) Valuation of Petroleym

(1) Crude Oil

(1) It is the intent of the Parties that the value of the Cost
R?covew Crude Oil shall reflect the prevailing market
price for the Crude Oil.  For the purpose of determin-
Ing the prevailing market value of the quantity of Cost
Becovew Crude Oil to which CONTRACTOR 1S €n-
titled hereunder during each calendar quarter, the weig-
hted average price realized for comparable quantitieg
on comparable credit terms in freely convertible curre-
ncy from F.O.B. point of export sales to non -Affiliated
Qompanie:s during any such quarter at arm’s-length by
cither EGPC or CONTRACTOR under all Crude Ol
sales contracts then currently in effect by either EGPC

on the on¢ hand or CONTRACTOR on the other
hand, but excluding Crude Oil spot sales not consistent
with prevailing market prices for similar Crude O1l and
also :¢Kduding'- sales Involving barter, whichever is hig-
her, shall be used. It is understood that in the case of
C.LF. sales, appropriate deductions shall be made for
transport -and insurance charges. to calculate the F.O.B.
point of export prices; and always taking into account
the appropriate adjustment for quality of Crude Oil,
freight advamtage or disadvantage of port of loading
and otheér appropriate adjustments. Nevertheless, if
CONTRACTOR considers the value of the Cost Reco-
very Grude Oil so determined not to reflect the market

conditions prevailing during the calendar quarter, CON-
TRACTOR and EGPC shall meet and mutually agree

upon the price.

(i) If during any calendar quarter there are no such sales

by EGPC or CONTRACTOR under Crude Oil Sales
contracts then currently in effect, EGPC and CONTR-

ACTOR shall meet and mutually agree upon the price
of Crude QOil to be used in determining the val'ue men-
tioned in subparagraph (c) 1 (i) above. Pending such
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mutual‘ agreement, the price used shall he the last piice
determined pursuant to subparagraph {c) 1 (i) or under
this subl_)aragraph (c) 1 (ii), whichever is later, and an
appropriate adjustment will be made thereto after de-
términation of a mutually agreed price bv EGPC aud

CONTRACTOR.

e o T R —

(2) Gas and LPG

(1) The Cost Recovery and Profit Shares of Gas subject to
a Gas Sales Agreement between EGPC and CONTRA-
CTOR (as sellers) and EGPC (as buyer) entered into
pursuant to Article VII (e) shail be valued, delivered to
and purchased by EGPC at a price determined accord-

~1ng to the following forrnula : |

I
PG=0.8x ——— . H
39 69 x 1(¢
Where :

PG = the value of the .Gas in U.S. Dollars per thou-
' ~ sand cubic feet (MCF). |

a value in U.S. Dollars per metric ton of fuel
oll calculated by referring to «Platt’s Oilgram
Price Report» during a month under the heading
«European Bulk Cargoes F.O.B. Mediterranean
Basis Italy» and averaging (a) the sum of the
mid-points of the published low and high values
for high sulphur fuel oil quoted tlliring such
month dividéd by the number of days in such
month for which such values are quoted and (b)
the sum of the mid-points of the published low
and high values for low sulphur fuel oil quoted
during such month divided by the number of
days in such month for which such values were
quoted.

1



c’ruw——-ﬂ ‘b: (S St ,..wfdw W (Y3 1)
* _,LJ\ LgJeuaAu.a.p;L.«.L\ ‘5)|J9Jl ‘g_,.'.'.xll -’i-\:-.-J ‘Lo.la:-u-ll O"L.'.B‘ d_,]a_,

J':_JE"J‘ O Jass EJJLAJ‘ 3‘-\5?‘ (l\-k.h::..ut.: (L..‘.'l) 4.@.:5 4.:.~uu-9=; LS;”'" (‘L:j ;)j.}

Sl g j9hs e G (W) S e Oal s Al tx

L e Oy GLIAL matm el oo s D ol ol Gk

yolall ods S S pie Do @+ ias g AT jolas ) &,::-JJL (t..é)

AT e YT 5y LD D (U) a8 e Ko o 151 T ltall

Cogsldl Ul dawgie ) C,;JJ\J (B) b e Oyhiny Sl bY rel

(_..,_,s) Pl e s i gl o ST e Uy L 4 e & sioel)
. _La_....).l\ ua.fjl sl dabile o0

55U G ssaml {,_L.._.\l s xe gl UL; A ) e Aua
* a\s.ﬂ ( ) ( )(Jﬁ) %:L..Ji |

25 agsdl LWt @ asb b 55 gl dobadl Bl Sl ool
(] CJ}J\@WHLPLJA;\J}&lﬂ ﬂ\&yddnﬁejlu@
+J»‘j\¢_)l:>1 b 55 o gl e

Sy pul ol «LPGy KLU Jo il 56 awas s o gdd — ¥

Jalali 5 gl 4 jme alats {.J_a r-(_guaT Soar 48 Asr_..JJ CL_,-ylj t._a...llf_Jl
.)"J-Q—'- C_)L‘* Al er“j u\.#jf.U _......_Ju éU:g mg.a.ﬁ"UL.l _jr‘
L e G @ L) WY Dol 453 «LPGy S Jg 8
(“"UJJ"G‘_"LDJ“L-A|.9



\.—-

A\

H . thenumber of British Thermal Units (BT'Us) per
thousand cubic feet (MCF) of Gas. The Gas
buyer and sellers shall agree on the measurémelt

location and methods used to determine the
energy contént of the Gas stream.

In the event that Platt’s Oilgram Price Report
is issued on certain days during a month bul not
on others, the value of F shall be calculated using only
those issues which are published during such month. In
the event that the value of F cannot be determined be-
cause Platt’s Oilgram Price Report is not published at

all during a month, the parties shall meet and agree
to the value of F by reference to other published sources.

In the event that there are no such published sources or
if the value of F cannot be determined pursuant 1o
the foregoing for any other reason, the parties shall meet
and agree to a value of F by reterence 1o the average
value of low and high-sulphur content fuel oil delivered
F.OB. from the Mediterranean arca

Such valuation of Gas is based upon delivery at the de-
livery point specified m Article VII (e) 2 (ii) helow.

Valuation of Gas under the above formula provides a
discount in order to enable EGPC to finance the por-
tion or portions of the pipeline distribution system fo
be provided by EGPC if requirred.

(ii) The Cost Recovery and Profit Shares of LPG produced

from a plant constructed and operated by or on behalf
of EGPC and CONTRACTOR shall be separately

valued for Propane and Butane at the outlet of such
LPG plant according to the following formula (unless
otherwise agreed between EGPG and CONTRAC-

TOR
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39.69 % 166

Where

PLPG = LPG price (separately determincc .or Propanc
and Butane) in U.S. Dollars per metric &
ol LPG produced

PR . = the average over a period of a2 month of g

figures Iepresenting the mid-point  betyy. =,
the high and low price in U.S. Dollars Beisly
metric ton quoied in  «Piatt’s LPGaswires
during such month for Propane and But:
i".0.B. Ex-Ref/Stor, Vest Mediterranean.

J = BTUs removed from the Gas Stream by tie
(sas processing plant per ton of LPG’s prosli-
ced. the Gas buvers and selfer: chall ACTe: N
the. measurement locaticn, methods and plang
allocation system to be used to determine the

BTU’s removed from the Gas stream.

F'- the same value as F vnder
above.

In the event that Platt’s LPGaswire is issued on certain
days during a month but not on others, tlic value of Fi
shall be calculated using only those issues whirh are P -
lished during such month. In the event that the vl
of PR cannot be determined because Plati’s LPGaswire
Is not published at all during a month, the parties shail
meet and agree the valueof PR by reference to other
published sources. In the event that there are no such

subparagraph {1}
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- other published sources or if the value of PR cannot be
determined pursuant to the foregoing for any other rea-
son, the parties shall meet and agree to the value of PR
by reference to the value of LPG (Propane and Butane)
delivered F.O.B. from the Mediterranean area. _

Such valuation of LPG is based upon delivery at the
delivery point specified in Article VIT (e) (2) (il1) below.

(i11) Th(f:. prices of Gas and LPG so calculated shall apply
during the next succeeding month.

(iv) The Cost Recovery and Profit Shares of Gas and LPG
disposed of by EGPC and CONTRACTOR other than
to EGPC pursuant to Article VII () shall be valued at
their actual realized prices.

(d) Forecasts :

Operating Company shall prepare (not less than ninety (90) days
prior to the beginning ‘of each calendar semester following regular
production) and furnish in writing to CONTRACTOR and EGPC
a forecast setting out the total quantity of Petroleum that Operat-
ing Company estimates can be produced, saved and transported
hereunder during such calendar semester in accordance with good

oil and gas industry practices.

Operating Company shall endeavor to produce €ach calendar se-
mester the forecast quantity. 'The Crude Oil shall be either me-
tered or run to storage tanks or offshore loading facilities con-
structed, maintained and operated according to Governraént
regulations in which it shall be measured for royalty and all other
purposes réquired by this Agréement. Gas shall be handled by
Operating Company in accordance with the provisions of Article

VII (c) below. J
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(e) Disposition of Petroleum -

(1) CONTRACTOR shall have the right to cx

the right and the obligation
of currenily

port as well as
o separately take ancl dtspose
| all of the Crude Oil to which 1t is entitled unde;
Article VII (a) and (0).  Subject to payment of sums du,

EGPC under Article VIT (a) (2) and IX, CONTRACTOR
shall have the ri

“hal have the ight to retain abroad all tunds acquired b
1t abro?,d ﬁl‘c_glﬂdmg the proceeds from the sale of its share
of Pe't@léﬁm exported. N otwithstanding anything to the con.
trary under this' Agreerent, priority shall be given to meet
the requirements of the A.R.E. market trom the Crude Qi

produced from the Area, and EGPC shall have the preferen-
tial right to purchase such Crude Oil at a price {o be determi-
ned pursuant to Article VII (c). The amount of Crude Qil so
purchased shall be a portion. of CONTRACTOR’s share cf
the Crude Oil produced under this Agreement. Such amount
shall be proportional to CONTRACTOR’s share of the total
production of crude Qil from the concession areas in the
A.R.E. that are also subject to EGPC’s preferential right to

purchase. The payment for such purchased amcunt shall ke
made by EGPC in U.S. Dollars remittable abroad. It is
agreéed upon that EGPC shall notify CONTRACTOR, at
least forty five {45) days prior to the beginning of the calendar

semester, of the amount to be purchased during such semester -
under this Article VII (e) (1). '

(2) with réspect to Gas and LPG produced from the Area :

(i) Priority shall be given to meet the ‘requirements of the
local market as determined by EGPC.

(1i) In the event that EGPC is to be the buyer of Gas, the
disposition of Gas to 'the.local market as indicated
above shall be by virtue of long term Gas Sales Agree-
ments to be entered into between EGPC and CONTRA-
CTOR (as sellers) and EGPC (as buyer).
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EGPC and CONTRACTOR (as sellers) shall have the
obligation to deliver Gas to the following point where
such Gas shall be metered for sales, royalty, and other

purposes required by this Agreement :

(a) -In the event no LPG plant 18 constructed to PYOCEess

such Gas at the point of delivery to be agreed upon

by the parties under the Gas Sales Agreement,
which point of delivery will be at the flange connec-
ting the pipeline to the National Gas Pipeline Grid
System as depicted in Annex «F», or as otherwise

agreed ;

(b) In the event an LPG plant is constructed to pro-

cess such Gas, such Gas for the purposes of valua-
tion and sales shall be metered at the inlet to such
LPG plant. However, notwithstanding the fact

tha. the metering shall take place at the LPG plant
inlet, CONTRACTOR through the Operating Com-
pany shall build a pipeline Suitable for transport

of the processed Gas from the LPG plant outlet to
the point of delivery to be agreed upon by the par-
ties under the Gas Sales Agreement, which point
of delivery will be at the flange connecting the pipe-
line to the National Gas Pipeline Grid System as
depicted in Annex «F», or as otherwise agreed.
Such pipeline shall be owned by EGPC subject to
the provisions of Article VIII (a), and its cost shall
be recovered by CONTRACTOR as Development
Expenditures pursuant to Article VII.

(i) EGPC and CONTRACTOR shall consult together to
detérmine whether to build an LPG plant for recovering
LPG from any Gas produced hereunder. In the event
EGPC and  CONTRACTOR decide to build such a
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shall be, as appropriate, in the vicinity of the Nationa]
Gas Pipeline Grid System. The point of delivery of
LPG for sales, royalty and other purposes required by this
Agreement shall be at the outlet of the LP plant. The
Costs of any such LP G plant shall be recoverable in acco.
rdance with the provisions of this A gréément unless the

Minister of Petroleum and Mineral Resources agrees to
accelerated recovery.

(1v) EGPC (as buyer) shall have the oplion to elect, by ninety
(Y0) days prior written notice to EGPC and CONTRAC.
TOR (as sellers), whether payment for the Gas whicl
is subject to a Gas Sales Agreement between EGPC' and
CONTRACTOR . (as sellers) and EGPC (as buyer) and
LPG produced from a plant constructed and operated by
or on behalf of EGPC and CONTRACTOR, as valued
In accordance with Article VII (¢), and to which CONT
RACTOR is entitled under the provisions of Cost Reco-
very and Production Sharing as stipulated in Article VIJ

of this Agreement, shall be made 1) in cash or 2) in kind.
Payments in cash shall be made by EGPG (as buyer) at
intervals provided for in the relevant Gas Sales Agree-

ment in U.S. Dollars remittah]e by CONTRACTOR
abroad. Paymmets in kind shall be calculated by convert-
ing the value of Gas and LPG to which CONTRAC-
T'OR is entitled into €quivalent Barrels of Crudde Ojl to
" be taken concurrently byCONTRACTOR from the Area,
or to the extent that such Crude Oil js msufficient, Crude
Oi from any other concession areas as may be agreed.
Such Crude Oil shall be added to the Crude Oil that
CONTRACTOR is otherwise entitled to Iift under this
Agreement. Such equivalent Barrels shall be calculated
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on the basis of the provisions of the relevant Concession

Agreement relating to the valuation of Cost Recove ry
Crude Oil.

Provided That

I) Payment of the value of Gas and LPG shall alwaysg
be made in cash in U.S. Dollars remittable by CON-
TRACTOR abroad to the extent that there is insuf-
ficient Crude Oil available for conversion as provid.
ed for above;

2) Payment of the value of Gas and LPG shall always
be made in kind as provided for above to the extent
that payments in cash are not made by EGPC.

Payments to CONTRACTOR; (whether in cash or in
kind), when related to CONTRACTOR’s Cost Reco-

very Petroleum, shall be included in CONTRACTOR’s
Statement of Recovery of Cost and of Cost Recovery
Petroleum- referred fo 1n Article IV of Annex “E” of

this Agreement.

(v} Should EGPC (as buyer) fail to enter into a long-term Gas
Sales Agreement with EGPC and CONTRACTOR (as
sellers) within five (5) years (unless otherwise agreed)
from a notice of Cornmercial Gas Discovery pursuant to
Article III, EGPC and CONTRACTOR (as sellers)
shall have the right to take and freely dispose of the qua-

ntity of Gas and LPG in respect of which the notice of
Commercial Discovery is given by exporting such Gas

and LPC

(vi) The proceeds of sale of CONTRACTOR’s share of Gas
and LPG disposed of pursuant to the above subparagraph
(v) may be freely remitted or retained abroad by CON-

TRACTOR.



YAAA 4. uﬂJLA Yo d- (@lﬁ) j r Sdall — LHJ“ ;'\‘f__;f"“ * i C\K

r— —N —

Ve s sl bas peeiie Lo Py J;,ii-fll 43l g0 b B — v
e o AT 1 F 3 B S juiel «LPG» plu Spgea
v gV LI B el dole sy Dpeabs o1 eedt )
sl gl LAl Sy (o) Leesd) 3 slest ey (1) — A
23 3 doh etk dsbdli OB kel (o) (Y) (#) 4wl
o 5 Slblas) pdiad §g. Y @il

cee 4 el C_J A @ algis Jglell o - “Sm (“"'ﬁ":""i.
SHTOR] -t S Y 3 gl )L,..ll ul_,ﬂ....ﬁ. (o) T CI ) Ut JLIRE
e Slblost 3 & yiro Jglall J:m....:::: i Yzt (o) (Y) ()
(V) Bl o g Dl (V) e (> &> ol lal
ol Wby L2 501 5 31 o () (4 () (2)
- sl a.u. O+ 5 Al Lol G g

3l o g WL A e Jolald o o o A B {7 7)
b o ble (V) e W) 88 el s () () (V)
o Jalall Jad ¢l g, lee G LEST 3 9o g f-.L.J.‘ eVl
. 0340 g a3 @ sVl Sbblosd e Jil

I

Pal Oiblist e Jile O Jaledl e 4 fﬂ,ail oy

¢ odn bl (V\Y) e SV 6w cladl B oy ol S
ot W e add Lo Jall B o B Al 8 elos
oA s i gl e s sed (1) B D
gt &b gy DL 5 W) s i O e )
Syl B G3sh of Lo (5l o e Ol iy Joo
LoLaVly il ol 33u-‘a~.x'51| sl pn N B



AL 40 VAL A el v O (gl) YT odall — e Y 3n

T o e i ol - o

I

T

(vil) In the event EGPC and CONTRACIOR agrec to
accept new Gas and LPG producers to jolni In an ondo-
ing export project, such producers shall have to ¢
bute a falr and equitable <hiare of the mvest
made.

(vih) aa; Upon the expiration of the five (5) vear peroiu ie-
ferred to in Article VIT (¢) (2) (v) above, (il

Lo o sh Yy
TRACGTOR shall have the obligation to exert ais
reasonable efforts to find an export markcet for tne
(Gas reserves.

bb) In the event at the end of the five (9] year perlas ve-
ferred to under Article VII () (2) (v) above, COIN-
TRACTOR and EGPC have not entered 1mto a

Gas Sales Agreement, CONTRACTOR shall retain

its rights to such Gas reserves for a further period
up to seven (7) years, subject to Article V11 (e) (2)

(viii) (cc), during which period  EGPC shall :lso
attempt to find a market for the Gas rese€rves.

cey In the event that CONTRACTOR has not entered
into a Gas Sales Agreement pursuantto Article W if
(e) (2) prior to the expiry of twelve (12} years {rom
CONTRACTOR’s notice of Commercial Gas Iis-
covery, CONTRACTOR shall surrender the tsas
reserves in respect of which such notice iias een
given. It being understood that QONI‘H&R!T L OR
shall, at any (ne prior to i oxnj Yy Gl st ave
(12) year period, surrénder tha {:HH‘ 1--re Py i ) q-
TRACTOR does not accent an oifer o a . ow 7 USS
Agreement from EGPC within S (U] T
the date such offer 1s mnde(}aubject 10 't_ij_a*';?;-n:m:; ﬂ'“
tion in gcod faith of the details of a et H:‘ii'!;h'ﬂ {228
Sales Agreement), provided that such offer zhail
take into comsideration the relevant technical and

I.| -F
’ 'm .-;;-‘I'Irl-f
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economic factors to epable CONTRACTOR to
commercially develop, produce and transport such
Gas, including :

— sufficient deltvery rate,

— delivery pressure to enter the Nationai Gas
Pipeline Grid System at a mulually accepla-
~ ble point of delivery.

— dclivered Gas quality specification not more
stringent than those imposed or requtred for the
National Gas Pipeline Grid System.

(ix) CONTRACTOR shall not be obliged to surrender a De-
velopment Lease hased on a Commercal Gas Discovery,
if Crude Oil has been discovered in commercial quanil-
ties in the same Development Lease, and vice versa.

(f; Operations :
If following the reversion to EGPC of any rights io Crude Qil
hereunder, CONTRACTOR retams rights to Gas in the same De-
N velopment Lease, or, if following surrender of rights to Gas here-
' under CONTRACTOR retains rights to Crude Oil in the same
Development Lease, operations to explore for or exploit the Pet-
roleum, the rights to which have reverted or been surrendered

(Oil or Gas as the case may be) mzy only be carried out by Upera-
ting Company which shall act on behalf of EGPC alone, unless

EGPC and CONTRACTOR agree otherwise.

(9) Tanker Scheduling
At a reasonable time prior to the commencement of Commercial
Production, EGPC -and CONTRACTOR shall meet and agrée
upon a procedure for scheduling tanker liftings from the a

upon point of export.
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ARTICLE VIII
TITLE TO ASSETS

(@) EGPC shall become the owner of all assets acquired and owned
by CONTRACTOR in connection with the operations carried out
by CONTRACTOR or Operating Company in accordance with
the following :

(1) Land shall become the property of EGPG as soon as it is
purchased.

(2) Title to fixed and movable assets shall be transterr¢d automa-
tically and gradually from CONTRACTOR to EGPC as

they become subject to recovery in accordance with the pro-
visions of Article VII; however the full title to fixed and
movable assets shall be transferred automatically from CON-
TRACTOR to EGPC when its total cost has been recovered

by CONTRACTOR in accordance with the provisions of
Article VII or at the time of termination of this Agreement,
with respect to all assets chargeable to the operations whet-
her recovered or not, whichever first occurs.

The Book Value of the assets created during each calendar quar-
ter shall be communicated by CONTRACTOR to LGPC er by
Operating Company to EGPC and CONTRACTOR withmn thirty
(30) days of the end of each quarter.

(6) During the term of this Agreerhent and the renewal period,

EGPC, CONTRACTOR and Operating Company are entitled
to the full use and enjoyment of all fixed and movabhle ass€is 1¢-

ferred to above in connection with operations hereunder or under
any other Petroleum Concession entered into by the parties, P'ro-
per accounting adjustment shall be made. CONTRACTOR and
EGPC shall not dispose of the same except with agreement of

the other.

(¢} CONTRACTOR and Operating Company may freely import into
A.R.E., use therein and freely export at the end of such us¢ ma-
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chinery and equipment which they either rent or lease in accor-
dance with good industry practices, including but not limited to
the lease of computer hardware and software.

ARTICLE IX
BONUSES

(a) CONTRACTOR shall pay to EGPG a total Signature Bonus of

ten million U.S. Dollars (U.S. $ 10,000,000) payable as follows :
One fourth (1 /4) or two million five hundred thousand U.S. Dol-

lars (U.S. $ 2,500,000) on the Effective Date;

One third (1/3) or three million three hundred thirty thousand
U.S. Dollars (U.S. $ 3, 330, 000) at the start of the second Explo-

ration phase;

Five twelfths (5/12) or four million one hundred seventy thousand
U.S. Dollars (U.S. § 4,170,000) at the start of the third Bxplora-

tion phase. |
(In the event CONTRACTOR does not enter into the second
or third phases, CONTRACTOR shall not be oblizate.d to pay

the bonus for such Phases.)

N
PC a tctal Produciion Donus of

4
L) CONTRACIOR shall pay to EG _
(U.5. $ 95,000,000) payaible as

twenty-five million U.S. Dollars
follows : |

One sixth (1/6) or four million two hundred thousand U.5, Dol-
lars (U.S. $ 4,200,000) when the total average daily production
from the Area first reaches the rate of twenty-five thomsand
(25,000) Barrels of Crude Oil per day for a period of thrity (30)
consecutive producing. days. Payment will be made within fif-
teen (15) days after CONTRACTOR has been notified by Operat-

ing Company of such production levels.

One sixth (1/6) or four million two hundred thousand 1J.S. Dol
lars (U.S. $ 4,200,000) when the total average daily production
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from the Area first reaches the rate of fifty thousand (50,000)

Barrels of Crude Oil per day for a period of thirty (30) consecu-

tive producing 'days. Payment will be made within fifteen days

after CONTRACTOR has been notified by Operating Com pany

of such production levels,

One fourth (1/4) or six million three hundred thousand U.S. Dol-
lars (US. $ 6,300,000) when the total average dally production

from the Area first reaches the rale of seventy-five thousand

(75,000) Barrels of Crude Qil per day for a period of thirty (30)

consecutive producing days. Payment will be made within fifteen

(15) days after CONTRACTOR has been notified by Operating
Company of such produiction levels.

Five twelfths (5/12) or ten million three hundred thousar.d U.S.
Dollors (U.S. $ 10,300,000) when the total average daily produc-
tion from the-Area first reaches the rate of one hundred thous-
and (100,000) Barrels of Crude Oil per day for a period of thirty
(30) consecutive producing days, Payment will be mace within
fifteen (15) days after CONTRACTOR has been notified by

Ope-
rating Company of such production levels.
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(¢) Gas shall be taken into account for purposes of determining the
total average daily production from the Area under Article TX
(b) by converting dally Gas delivered into equivalent Darrels of
daily Crude Oil production in accordance with the following

formula :

MCF x H x 0.136 a equivalent Barrels of Crude Oil

Where :

MCF = one thousand cubic feet of Gas.

H = the number of British Thermal Units (BTUs) per thou-
sand cubic feet (MCF) of Gas. The Gas buyer and sel-

lers shall agree cn the measurement location and

methods used to determine the energy content of thic ¥sas

stream.

(d) All of the above-mentioned Bonuses shall in no event be recove-
red by CONTRACTOR.

(¢) In the event that EGPG elects to develop any part of t%‘x-e Area
pursuant to the sole risk provisions of Article ITI (c) hereinabove,

production from «uch sole risk area shall be considered f?r tl-le
purposes of this Article. IX only if CONTRACTOR exercises its

: : _ e ‘
option to shar® such production, and only from the initial date

of sharing.

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office In A.R.E. at which no-

tices shall be validly served.
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The General Manager and Deputy
entrusted by CONTRACTOR with sutficient power to carry out im-

mediately all local written directions given to them by the GOVERN-
MENT or its representatives under the terms of this Agreement. All
lawful regulations issued or hersafter to be issued which are applica-
ble hereunder and not in conflict with this Agreements shall apply to

the duties and activities of the General Manager and Deputy General
Manager.

General Manager sha!l be

are delivered to the office of the
to him by registered mail to CONT RACTOR’s office in A.R.E.

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

ARTICLE XI
SAVING OF PETROLEUM AND PREVENTION OF LOSS

{a) Operating Company shall take all proper measures, according
T to generally accepted methods in use in the oil and gas industry
to prevent loss or waste of Petroleum above or under the ground
In any form during drilling, producing, gathering, and distributing
or storage operations. The GOVERNMENT has the right to
prévent any operation on any well that it might 1%&501?ably ex-
pect would result in loss or damage to the well or the Oil or Gas

freld.

(&) Upon completion of the drilling of a productive well, Opf:ratir_lg
Company shall inform the GOVERNMENT or its representative
of the time when the well will be tested and the production rate
ascertained. |
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(¢} Execpt in. instances where multiple producing formations in the

same well can only be produced economically through a single
tubing string, Petroleum shall not be produced from multiple oil
carrylng zones through one string of tubing at the same time,

¢xcept with the prior approval of the GOVERNMENT or its re.
presentative,

(d) Operating Company shall record data regarding the quantities
of Petroleum and water produced monthly from each Develop-
ment Lease.  Such data shall be sent to the GOVERNMENT Or
its representative on the special forms provided for that purpose
within thirty (30) days after it is obtained. Daily or weekly sta-
istics regarding the production from the Area shall be available

at all reasonable times for examination by authorized re presen-
tatives of the GOVERNMENT.

() Daily drilling records and the graphic logs of wells must show the
quantity and type of cement and the amount of any other mate-

rials used in the well for the purpose of protecting Petroleum, gas

bearing or fresh water strata.
N,

h (f) Any substantial change of mechanical conditions of the well after

its completion shall be subject to the approval of the repcescntative
of the GOVERNMENT.

ARTICLE XI1
CUSTOMS EXEMPTIONS

(@) EGPC, CONTRACTOR and Operating Company shall be per-
mitted to import and 'shall be exempted from customs taxes and
duties and other taxes and from the importation rules with res-
pect to the importation of machinery, equipment, appliances,
materials, items, means of transport and transportation (the ex-
emption from taxes and duties shall not apply to passenger cars),

=
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electric appliances, alr conditioners for offices and oil fields, ele-
ctronic appliances, computer hardware and software, as well as
spare parts requiréd for any of these items, all subject to a duly
approved certificate by an EGPC responsible representative 10mi-

nated by EGPC for such purpose, that the imported itéms are
required for carryimng on the activilies related to this Agreement.

Mar;hinery, equipment, appliances and means of transport and
transportation imported by contraclors and subcontractnrs t€mpo-
rarily engaged In an activity related to the operations subject of
this Agreement shall be cleared under the «lemporary Release
Systems» (without payment of any taxes or customs duties), upon
presentation of a duly approved certificate by an EGPC responsi-
ble representative nominated by EGPC for such purptss that the
imported items are required for carrying on an activity related
to this Agreeme':nt. |

Items (excluding motor vehicles) set out in paragraph (2) of this

Article imported by contractors and subcontractors for the afore-

said activities, in order to be installed or used permanently or con-
sumed shall be subject to the exemption set forth in paragraph (a)
of this Article after being duly certified by an EGPC responsible
representative that the imported items are to be used for carrying
on the activities related to this Agreement.

The employees of CONTRACTOR, Operating compény and
their contractors and subcontractors shall not be entitled to any
exemptions from customs duties and other ancillary taxes and
charges except within the limits of the provisions of the laws and’
regulations applicable in the A.R.E.

(d) Items imported into A.R.E. whether exempt or not exempt from

customs duties and other ancillary taxes and charges hereunder,



WAL A pole We S {mF) Y ol — e tEn adl VY

L

i

e el i o - I
—
e . b, e
r

239 gl 3 bopaa ol e o 4Bl san 1-L"’f.._::-..ﬁ;«,;" b e
lele G OF D509 gl 483) ge s oy gl (gl 3R 45
e il e gmy 5) 12 AT ST g sy 5T S &
4251 g L?L"J_;@-a:f*-u Aa ARG (_3;1:_.:531 0B C:J_)ﬁ LS
&l Jo i Wl ads dy o HHladl dxmlaay 1
Elll o g S e bty &5 el 12N e Sl
fb G AL A el Bt 155 sy M) 5
Coams 15 {05 OV Lo e ) el2Y sda S5 ol iy,
Lol I adT 5T slieVl s ey 2tgll Gk &2 0

' v 2 Laodl Golian o

(.'1‘\} EJE_L!I‘ b-lb Lé L;..H JL.‘..E.‘ é_’,:..:“ l:'—‘j C_:: L;ii ¢|J=.| d_]l:_ ng
. L}JU] Jn:r.:.” UL;' {:}.__,'l Y o C_,:}i“:_ﬁ__:l} aj:;

fo....-:;:“__fl nJﬁ LL:‘.ELC {}.n J‘}JL"”{. c_l Lo .‘.}1.};::._.-1 L}jl‘:.'.u 55‘-‘:‘4-1
\ __ 1| ‘j”f.”l?”_ﬂ O‘;c]j_)u)_;..‘u L-n Cé..hijf.-‘::a-‘g ‘_}l

“‘?

L ol ade e (1) 52301 G ade o gl slicl (g Y ()
elote Fl Aol b dges o b C3l5 151 8oy gras sL21
el 5 0eG g Ll == la 53 g3 e oS Jo JI dplia s
B Y aews R G 1) g ol o 3 Lty
J3 0yl e ot GG e (/e ) FLN G 52 e S
ey S S Bl e s LS el e ) B

’Jjj.‘:]\ Pl G Logle (57,‘3' gl__,-'-l-‘—l-'J :t;o“_’ ._J_,E‘...U_ &:’J*:! (J)
f"":‘ L]g eldct gy u.a_.:;._}? J‘ 2-_-:.1,. t}_,.') :‘L}‘EYI oA (j ‘:Jl JL:H
- o L3V adg Uss Jo 2Nt



“\ Q \ \‘I‘ QAL A LJ-'-'_:LO Ve Lé {‘f‘k) \?& DY E:HJJ! 3.‘;1_,::?1

e _I—.— iy T

A el ——

F‘m}’ be exported by the importing party at any time after obtain-
Ing EGPC’s approval without any export taxes or charges or any
taxes or charges from which such items have been already ex-
empt being applicable. Such items may be sold within the
A.R.E. after obtaining the approval of EGPC and the Customs
Department. In this case, the purchaser shall pay all applica--
ble customs duties and other ancillary taxes and charges accord-
ing to the condition and value of such items and the tanff apph-
cable on the date of sale, unless such items have already been
so}d to an Affiliated Company of EGPC, having the same€ exemp-
tion or unless (title to) such items (excluding passénger cars) have
reverted to ELGPC or the Customns Department. In the €vent
of any such sale under this paragraph (d} the proceeds from such
sales shall be divided in the following manner : CONTRACTOR
<hall be entitled to reimbursement of its unrecovered cost, i any,
in such items and the excess, if any, shall be paid to EGPC.

(s)" The exemption provided for in paragraph (a) of this Article
shall not apply to any imported items when, in the opinion of
EGPC items of the same, or substantially the same kind and

~ quality are manufactured locally and are avaiable for tinely pur-
chase and delivery in the A.R.E. at a price not higher than ten
(10) percent more than the cost of the imported item before cus-
toms duties but after transportation and insurance costs have been

added.

iy CONTRACTOR, EGPC and their respective buyers shall be en-
itled to export the Petroleum referred to In this Agreement, no
license being required, and each shall be exempted from any du-
ties or taxes or any-other financial imposts in respect of the ex-

port of Petroleum hereunder.
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ARTICLE XIII

BOOKS OF ACCOUNT : ACCOUNTING AND PAYMENTS

(1) EGPC, CONTRACTOR and Operating Gompany shall each

maintain at their business offices in the A.R.E. books of account,
in accordance with the Accounting Procedure in Annex <E» and

accepted accounting practices generally used in the petroleum in-
dustry, and such other books and records as may be necessary to
show the work performed under this Agreement, including the
amount and value of all Petroleum produced and saved hereun-
der. CONTRACTOR and Operating Company shall keep their
books of account and accounting records in United States Dollars.
Operating Company shall furnish to the GOVERNMENT or its
representative monthly returns showing the amount of Petroleum
produced and saved hereunder. Such returns shall be prepared
in the form required by the GOVERNMENT, or its representa-
tive and shall be signed by the General Manager or by the De-
puty General Manager 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..

(b) The aforesaid books of ‘account and other books and records re-
ferred to above shall be available at all reasonable times for in-
spection by duly authorized representatives of the GOVE-
RNMENT.

() CONTRACTOR shall submit to EGPC a Profit and Loss State-
ment of its Tax Year not later than four (4) months after the
commencement of the following Tax Year to show its net profit
or loss from the Petroleum operations under this Agreement for
such Tax Year.
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CONTRACTOR shall at the same time submit a yearend Bala-
nce sheet for the same Tax Year to EGPC. The Balance Sheet

and f{mancial statements shall be certified by an Egyptlan certi-
fied accounting firm.

ARTICLE XIV
RECORDS, REPORTS, AND INSPECTION

(a) CONTRACTOR and/or Operating Company shall prepare and,
at all imes while this Agreement is in force, maintain accurate
and current records of its operations in the Area hereunder.
CONTRACTOR and/or Operating Company shall furnish the
GOVERNMENT or its representative, in conformity with appl-

cable regulations or as the GOVERNMENT or its representative

may reasonably require, information and data concerning its ope-
rations under this Agreement. Operating Company will perform
the functions indicated in this Article XTIV in accordance with its
respective role as specified in Article V1.

(b)) CONTRACTOR and/or Operating Company shall save and
keep for a reasonable period of time a representative portion of
each .safnple of cores and cuttings taken from drilling. wells, to
be disposed of, or forwarded to the GOVERNMENT or its re-
presentative jn the manner directed by the GOVERNMENT.
All samples acquired by CONTRACTOR and/or Operating
Company for its own purposes shall be considered available for
inspection at any reasonable time by the GOVERNMENT or 1ts

xe presentatives,

(¢) Unless otherwise agreed to by EGPC, in case of exporting any
rock samples outside A.R.E., samples equivalent in size and qua-
fity shall, before such exportation, be delivered to EGPG as Ie-
presentative of the GOVERNMENT.
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(d) Originals of records can only be exported with the permission of
EGPC; provided, however, that magnetic tapes and any other
data which must be processed.or analyzed outside the AR.E.
may be exported if a monitor or a comparable record, if availa-
ble, is maintained in A.R.E. and provided that such exports shall
be repatriated to A.R.E. immediately on the understanding that

they belong to EGPG.

(¢) During the period GONT RACTOR is conducting the Explora-
tion operations, EGPC’s duly authorized representatives or €m-
ployees shall have the right to full and complete access to the
‘Area at all reasonable times with the right to observe the opcra-
tions being conducted and to imspect all assets; records and data
kept by CONTRACTOR. EGPU’s representative, in exercising
its rights under the preceding sentence of this paragraph (¢), shall
not interfere with CONTRACTOR’s operations. CONTRAGC-
TOR shall provide EGPG with copies of any and all data (in-
cluding, but not limited to, geological and geophysical reports,
logs and well surveys) information and interpretation of such data,
and other information in CONTRACTOR’s possession.

For the purpose of obtaining new offers, the GOVERNMENT
and/or EGPC may show any other party uninterpreted basic geo-
physical and geological data (such data to be nol less than one
(1) year old unless CONTRACTOR agrees to a shorter pertod,
which agreement shall not be unreasonably withheld) with res-

pect to the Area.

ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACT OR shall entirely and solely be responsible in law
foward third parties for any damage caused by CONTRACTORs Lx-
ploration operations and shall indemnify the GOVERNMENT and/or
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EGPC against all damages for which they may be held liable on ac-

count of any such operations.

ARTICLE XVI
PRIVILEGLS OF GOVLT\ MENT REPRESENTATIVES
Duly autimrized_I‘eprﬁtmntatives of the GOVERNMENT shai]

have access to the Area covéred by this Agreement and to the opera-
tions conducted thereon. Such represeniatives may examine the books,
registers and records of EGPC, CONTRACTOR and Operating Com-
pany and make a reasonable number of surveys, drawings and tests
for the purpose of enforcinig this Agreement.  They shall) for ﬂﬁ.s DLf-
pose, be entitled to make reasonable use of the machinery and lsiru-
ments of CONTRACTOR or Operating Company on the condition
that no danger or Impediment to the operations hereunder shali arise
directly or mdlxectly I0m such use. Such representative shall be given
. reasonable assistance by tha agents and employees of CONTRACTOR
or Operating Company so that none of the activities shall endanger or
hinder the safety or efficiency of the Upefat_ions, CONTRACTOR or
Operating Company shall offer such representatives alt privileges and
facilities accorded to its own employees in the field and shall provide
them, free of charge, the use of reasonable office space and of adequa-
tely furnished housing while they are in the ficld jor the purpose of
facilitating the objectives of this Article. Without prejudtce to Arti-

with respect to thc Area.
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ARTICLE XVII

EMPLOYMENT RIGHTS AND TRAINING OF
ARAB REPUBLIC OF EGYPT PERSONNEL

(a) It is the desire of EGPC and LONTRAGT OR that operations
hereunder be conducted in a business-like and efficient manner.

(1) The expatriate administrative, professional and technical per-

- sonnel employed by CONTRACTOR or Operating Com-
pany and the personnel of its contractors for the conduct
of the operations hereunder, shall be granted a residence as
provided for in Law No. 89 of 1960 as amended and Minis-
terial Order No. 280 of 1981 as amended, and CONTRAC-
TOR agrees that all immigration, passport, visa and employ-
ment regulations of the A.R.E. shall be applicable to all alien
cmployees of CONTRACTOR working in the A.R.E.

(2) A minimum of twenty-five (25) percent of the combined sa-
laries and wages of each of the ¢xpatrate administrative,

proféssional and, technical personnel employed by CONT-
RACTOR or Operating Company shall be paid montly in

Egyptlan Currency.

(0) CONTRACTOR and Operating Company shall each select its
employees and determine the number thereof, to be used for ope-
rations hereunder.

{c) CONTRACTOR shall, after consultation with EGPC, prepare and
carry out specialized training programs for all its A.R.E. emplo-
yees engaged in operations heréunder with respect to applicable
aspects of the petroleum industry. CONTRACTOR and Operat-
mg Company undertake to replace gradually their non-executive

" cxpatriate staffs by qualified nationals as they are availablé.
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(d) Durmmg the period when CONTRACTOR is conducting Explora-
itioﬁ, CONTRACTOR shall give mutually agreed numbers of
EGPC employees an opportunity to attepd and partidpate in
CONTRACTOR’s and CONTRACTOR’s Affiliated Company’s
training programs relating to Exploration and Development opera-
tions. In the event that the total cost of such programs is less than
fifty thounsand U.S. Dollars (U.S. $ 50,000) in any Financial Year
during such period, CONTRACGTOR shall pay EGPC the
amount ot the shortfall within thirty (30) days following the end
of such Financial Year.

ARTICLE XVIII
LAWS AND REGULATIONS

(a) CONTRACTOR and Operating Company shall be subject to
Law No. 66 of 1953 (excluding Article 37 thereof) as amended

by Law No. 86 of 1956 and the regulations issued for the imple-

mentation thereof, including the regulations for the safe and ellt-

cient pertormance of operations carried out for the €xecution of

this Agreement and for the conservation of the Peizcléum resour-

ces of the A.R.E., provided that no regulations, modification or

1 interpretation thercof shall be contrary to or Luconsisteni with he
provisions of this Agreement.

(6) EGPC, CONTRATTGR and Onerating Compony shali be exemp-

ted from all taxes and duiles, including, but not Im:ted fo. 12:€s

on the extracting, producing, exporting or transperting of Petrol-

eum hereunder except as provided in Article TIT paragrazh (g}

for income taxes. CONTRACTOR shall also be exempted irom

any tax on capital.

{¢) The rights and obligations of EGPC and CONTRACTOR under,
and for the effective term of this Agreement, shall be govemed by
and in accordance with the provisions of this Agreement and can
only be altered or amended by the mutual agreement of the said
contracting parties.
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(d) The contractors and subcontractors of CONTRACTOR and Ope-
rating Company shall be subject to the provisions of this Agree-
ment which affect them. Insofar as all regulations which are
duly issued by the GOVERNMENT apply from time to time and

are not in accord with the provisions of this Agreement, such re-

gulations shall not apply to the . CONTRACTOR, Operating
Company and their subcontractors.

() EGPC, CONTRACTOR, Operating Company and their subcon-
tractors shall, for the purposes of this Agreement, be Cxempted
from all professional stamp duties imposed by syndical laws with
respect to their documents and activities hereunder.

ARTICLE XIX
RIGHT QF REQUISITION

fa) In case of naticnal emergency due to war or imminent expectation
~ of war or internal causes, the GOVERNMENT may requisition
all or part of the production from the Area obtamed hereunder
and require Operating Company to increase such production fo
the utmost possible maximum. The GOVERNMENT may alo
requisition the Qil or Gas field itself and, if necessary related

facilities.

&) In any such case, such requisition shall not be effected except
after inviting EGPC and CONTRACTOR or their representa-
tive by registered letter, with ackmowledgement of receipt, to ex-
press their views with respect to such requisition.

(¢) The requisition of production shall be effected by Ministerial Or-
der. Any requisition of an Oil or Gas field itself, or any rela-
ted facilities shall be effected by a Presidential Decree duly noti-
fied to EGPC and CONTRACTOR. -

(d) In the event of any requisition as provided above, the GOVERN-
MENT shall indemnify in full EGPC and CONTRACTOR for
the period during which the requisition ismaintained, including :

(1) All damages which result from such requisition; and
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(2) Full repayment each month for all Petroleum extracted by

the GOVERNMENT Iess the royalty share of such produc-
tion.,

However, any damage resulting from enemy attack is not within
the meaning of this paragraph (d). Payment heéreunder shall be
made to  CONTRACTOR in U.S. Dollors remittable abroad.
The price paid to CONTRACTOR for Petroleum taken shall
be calculated in accordance with Article VII paragraph (c).

ARTICLE XX
ASSIGNMENT

(@) Neither EGPC nor CONTRACTOR may assign {0 a person,
firm or corporation, in whole or in part, any of its rights, privile-
ges, dutles or obligations under this Agreement without the writ-
ten consent of the GOVERNMENT. '

(6) To enable consideration to be gven to any request for such con-
sent, the following conditions must be fulfilled -

(1) the obligations of the assignor derived from this Agreement

must be satisfied on a current basis as of the date such re-
quest 1s made;

() the mstrument of assignment must include provisions sta$-
Ing precisely that assignee is bound by all covenants contai-
ned m this Agreement and any modifications or additions
in writing that up to such time may have been made. A
draft of such imstrament of assignment shall be submitted
to EGPC for review and approval before being formaly ex-
ecuted.

(¢) Any assignment made pursuant to the provisions of this Arti-
cle shall be free of any transfer or related taxes, charges or fees.
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gnor shall hold any interest under this Agree-

h the assignee shall be jointly and
¢ CONTRACTOR

(d) As long as the assl
ment the assignor, together wit
severally liable for all dutiesand obligations ©

under this Agreement.

ARTICLE XXl

BREACH OF AGREEMENT AND POW ER TO CANCEL

(@) The GOVERNMENT <hall have the right to cancel this Agree-
ment by Order or Presidential Decree, with respect 1o CONT-

RACTOR, in the following nstances :

(1) If it knowingly has submitted any false statements to the
GOVERNMENT which were of a material consideration

for the execution of this Agreement ;

(2) 1f it assigns any :nterest hereunder contrary to the PIOVIsLOns

of Article XX hereof;

(3) Ifitis adjudicated bankrupt by a court of
diction,

(4) 1f it does not comply
result of court proceedings con
paragraph (a) hereunder:

By It intentionally extracls any mineral other
not authorized by this Agreement Or without the autho-

rty of the GOVERNMENT, except «uch extractions as mMay
be unavoiddble as the result of operations conducted here-
under in accordance with accepted petroleum industry prac-
tice and which shall be notified to the COVERNMENT or

its representative as soon as possible; and

breach of this Agreement or of
66 of 1953, as amended by Law

Hot contradicted by the provisions

competent jurls-

with any final decision reached as the
ducied under Article XX 111

than Petroleum

(6) 1f it commits any material
the provisions of Law No.
No. 86 of 1956, which ar¢

of this Agreement.

Such cancellation shall take place without prejudice to any right§
which may have accrued to the GOVERNMENT agamst CON-

TRACTOR 1n accordance with the provisions of this Agree-
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ment, and, in the event of such cancellation, CONT RACTOR
shall have the right to remove from the Arca all its personal pro-
perty. "

(o) 1t the COVERNMENT deems that one of the atoresaid causes
(other than a force majeure cause referred to In Article XXI11
hereof) exists to cancel this Agréement, the GOVERNMENT
shall give CONTRACTOR ninety (90) day’s prior written notice
pexsonally served on CONTRACTOR’s General Manager in the
Jegally official manner and receipt of which is acknowledged by
him or by his legal agents, to remedy and rémove such cause;
but if for any réason such service is impossible due to unnotified
change of address, publication in the Official Joumal of the
GOVERNMENT of such notice shall be considered as validly
served upon CONTRACTOR.  If at the end of the sad ninety
(90) day notice period such cause has not been remedied and T¢-
moved, this Agreement may be cancelled forthwith by Order or
Presidential Decree as aforesaid; provided, however, that if such
cause, or the failure to remedy such cause results from any act
or omission of one party, cancellation of this Agreement shall be
effective only against that party and not as against any other party

" hereto, as long as the other parlies agree to accept an assignment

of such party’s mterest.

ARTICLE XXII
FORCE MAJEURE

(a) The non-periormance or delay in performance by EGPC and
CONTRACTOR, or either of them of any obligation under this
Agreement shall be excused if, and to the extent that, such non-
performance or delay is caused by force majeure. The period
of any such non-performance or delay, together with such period
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as may be necessary for the restoration of any damage done dur-
ing such delay, shall be added to the time given in this Agréement
for the performance of such obligation and for the performance
of any obligation dependent ther€on and consequently, to the term
of this Agreement, but only with respect to the block or blocks
affected.

«Force Majeure,» within the meaning of this Article XXII, shall
be any order, regulation or direction of the GOVERNMENT of
the ARAB REPUBLIC OF EGYPT, or the Government of Ber-
muda or the Government of the United States of America, with
respect to CONTRACTOR whether promulgated mn the form
of a law or otherwise or any act of God, insurrection, riot, war,
strike, and other labour disturbance, fires, floods or any cause not
due to the fault or negligence of EGPC and CONTRACTOR or

either of them, whether or not similar to the foregoing, provided

that any such cause is beyond the reasonable control of EGPCG and
CONTRACTOR or either of them.

Without prejudice to the above and except as may be otherwise
provided herein, the GOVERNMENT shall incur no responsibi-
lity whatsoever to EGPC and CONTRACTOR or either of them,
for any damages, restrictions or loss arising in conséquénce of such
case of Foroe Majeure excépt a Force Majeure caused by the
order, regulations or direction of the GOVERNMENT of the

ARAB REPUBLIC OF EGYPT.

If the Force Majeure event occurs during the initial Exploration
seriod or any extension thereof and continues in effect for a period
of six {6) months, CONTRACTOR shall have the option upon
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ninety (90) days’ prior written notice to EGPC to terminate 1ts
obligations hereunder without further hability of any kind.

-t

ARTICLE XXIII
DISPUTES AND ARBITRATION

(@) Any dispute, controversy or claim arlsing out of or relating to this
Agreement or the breach, termination or invalidity thereof, Let-
ween the GOVERNMENT and the parties shall be referred to

the jurisdiction of the appropriate A.R.E. Courts and shall be
fmally settled by such Courts.

() Any dispute, controversy or claim arising out of or relating to thig
Agreement, or breach, termination or invalidity thereof between
CONTRACTOR and EGPC shall be settled by arbitration in
accordance with the Arbitration Rules of the Regional Center
tor Commercial Arbitration — Cairo (fhe Centre) in effect on the

date of this Agreement. The award of the arbitrators shall be
final and biuding on the partics, |

(¢) The number of arhitrators shall be three (3).

{d) Each party shall appoint one (1) arbitrator. If, within thirty (30)
days after receipt of the claimant’s notification of the appointment
of an arbitrator the respondent has not notified the claimant in
wniting of the name of the arbitrator he appolnts, the claimant
may request the Centre to 'appﬂhlt the second arbitrator.

(¢j The two (2) arbitrators thus appointed shall choose the tl.ird arbi-
trator who will act as the prestding arbitrator of the tribunal. If
within thirty (30) days after the appointment of the sccond arki-
tralor, the two (2) arbitrators have not agreed upon the choice of
the presiding arbitrator, then either parly may request the Secre-
tary General of the Permanent Court of Arbitration at The Hague
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lo designate the appointing authority, Such appointing authority
shall appoint the presiding arbitrator in the same way as a sole
arbitrator would be appointed under Article 6.3 of the UNCIT-
RAL Arbitration Rules. Such presiding arbitrator shall be a per-
son of a nationality other than the A.R.E., Berthuda or the United
States of America, and of 3 country which has diplomatic relations
with the A.R.E. Bermuda and the United States of America, and
who shall have no economic interest in the oil and gas business of
the signatories hereto.

(f)  Unless otherwise agreed by the parties to the arbitration, the arbi-

tration Including the making of the award, shall take place In
Cairo, A.R.E. |

(g) The Egyptian law shall apply to the dispute except that in the event

of any conflict between the Egyptian laws and this Agreement (in-

cluding the arbitration provisions), the provisions of this Agree-
ment shall govern.

If for whatever reason arbitration in accordance with the above

procedure would hkely fail, then the parties agree that all dispu-
tes, controversies or claims arising out of or relating to this Agree-
ment or the breach, termination or invalidity thereof shall be set-
tled by arbitration in accordance with the UNCITRAL Rules.

ARTICLE 3XX1V
STATUS OF PARTIES

(@) The rights, duties, obligations and Kabilities in respect of EGPC

and CONTRACTOR hereunder shall be several and not jomnt or
collective, it being understood that this Agreement shall not be

construed as constituting an association or corporation or partner-
ship.
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it is incorporated ré€garding its legal status or creation, organiza-
tion, charter and by-Jaws, shareholding and ownership, CONT
RACTOR s shares of capital which are entirely held abroad shall

not be negotiable in the AR E. and shall fiot be offered for public
subscription nor shall lhey be subject to the slamp tax on capital
shares nor any tax or duty in the ARE,

CONTRACTOR shall be *xémpted from the application of Law
No. 159 of 1981 as amended.

() All parties comprising CONTRACTOR shall be jointly and seve-
rally liable for the performance of the obligations of CONTRAC-
TOR under this Agreement as to EGPC and the Government .

ARTICLE XXV

LOCAL CONTRACTORS AND LOCALLY
MATERIAL

CONTRACTOR or Operating Comp
wand thier contractors shall -

MANUFACTURLD

any, as the case mav be,

(@) Give priority to local contractors and subcontractors Including
EGPC’s Affiliated Companies as long as their performance is com-
parable with intemational performance and ‘the prices of their

services are not higher than the prices of other contractors and
subcontractors by more than ten (10) percent.

(b) Give preference to locally manufactured material, equipment.
machinery and consumables so long as their quality and time of
delivery are comparable to internationally available materials, eq-
uipment, machinery and consumnables. However, such material,
€quipment, machinery and consumables may be imported for ope-
rations conducted hereunder if the local price of such items at
CONTRACTOR? or Operating  Company’s operating base in
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A.R.E. is more than teg (10) percent higher than the price of such

imported items béfore customs duties, but after transportation and
Insurance costs have been added.

ARTICLE XXVI
ARABIC TEXT

The Arabic version of this Agreement shall, before the courts of
A.R.E, be referred to in construmng or interpreting this Agreenﬁent;

provided, however, that in any arbitration pursuant to Article XXII]
heremabove between EGPC and CONTRACTOR the English and
Arabic versions shall both be referred to as having equal force in con-
ztruing or intﬁrpreti-ng the Agreement,

ARTICLE XXVI]
SHARING OF PERSONNEL

(a) Khalda Petroleum Company («Xhalday) is hereby authorized
at the option of CONTRACTOR, with EGPC’s concurrence and

for so long as they agree  — to act as subcontractor of CON-
TRACTOR and jor Operating Company under this Agreement
to carry out the Exploration and/or Development and/or exploi-
tation operations required by and in accordance with the provisions
of this Agreement. Any such Exploration operations performed
by Khalda, and expenditures required therefor shall count to-
wards fulfillment of the CONTRACTOR’s work and expenditure
obligations under this Agreement.

Overhead and other charges and payroll of personnel engaged in
activity shall be allocated by Khalda on the basis of periodic time
studies or upon such other basis or bases as the parties may agree.
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Khalda shall be entitled to the exemptions referred to in Asticle
XV111 (b) hereoi in respect of its operatigns on behalf of CON-
TRACTOR or the Operating Company under this Agréement.

(b) Nothing in this Agreement shall be construed as constituting any

relationship to any Petroleum Concession Agreement heretofore
entered into by the parties and each of these Agreement shail be
treated separatcly and independently in all respects, inchuding but
not limited to royalties, taxe€s and the computation of the net
profits of EGPC and CONI RACTOR, respectively, except

where this Azreement expressly provides to the contrary.

(¢) EGPC and CONTRACTOR shall use their best efforts to the
effect that the officers, directors, other personnel and offices uf
the Operating Company shall be, as far as reasonably possibie,
the same as those of Khalda. This Article is only applicable tf
an Operating Company for CONTRACTOR and EGPC exists 1n

the A.R.E.

ARTICLE XXVIII
GENLERAL

The headings or titles to cach of the Articles to this Agreement

are solely for the conventence of the parties hereto and shall not be

used with respect to the interpretation or construction of said Articies.

ARTICLE XXIX

APPROVAL OF THE A.RE. GOVERNMENT

binding upon any of the parties

This Agreement shall not ke P
the competent authorities of

hereto unless and until a law is issued by
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the A.R.E. authorizing the Minister or Petroleum and Mineral Re-

sources to sign said Agreement and giving this Agreement full force

nd effect of law notwithstanding any countervailing governmental en-

actment, and the Agreement is signed by the GCOVERNMENT, EGPC

and CONTRACTOR.

ARAB REPUBLIC OF EGYPT WITNESS
By
Title : e

EGYPTIAN GENERAL PETROLEUM
CORPORATION

By :{———

Title : — —

CONOCO FAGHUR LTD.

iel——

By :— —

Title :

PHOENIX RESOURCES COMPANY, FAGHUR
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ANNEX <A
CONCESSION AGREEMENT
BETWEEN

A.R.E. and E.G.P.C.
AND
CONOCO FAGHUR LTD.
AND
PHOENIX RESOURCES COMPANY FAGHUR
IN
THE FAGHUR AREA
- BOUNDARY DESCRIPTION OF CONCESSION ARFA

Annex «B» is an illustrative map at an approximate scale of |

1,230,000 showing the Area covered and affected bv this Agreement

The Area measures approximately 6,900 square kilometers. 1t
is composed of all or part of 69 Exploration Blocks defined on a ¢’
by &' grid using Latitude 29° 36> N and Longitude 25° 127 E as refe-

rence lines and shown in Annex «By.

1

It 1s to be noted that the delineation lines of the individual Ex-
ploration Blocks in Annex ¢B» are intended to be only illustrative and

—

provisional and may not show accurately their true position in rela

tion to existing monuments and geographical features.

Coordinates of the comer points of the Area are given in_ the
following table which forms an integral part of Annex ¢A» :
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Vel \aAa < polve @ (Cu) A EE VU I WS | St
Concession
Point Latitude Lougitnde v
No. North East Due
A 30° 30" N 26° 00" E Southward to Point B
B 30° 12" N 26% 00" E Fastward to 7 C
C 30° 12" N 26° 18" E Southward to * D
D 29° 54 N 26° 18" E Westward to “ E
E 29° 54" N 26° 00" E Southward to “ F
F 29° 36" N 26°00' E | Westward to * G
G. 29° 36" N 25° 30" E Northward o ” H
H 29° 48" N 25° 30" E Westward to " I
1 29° 48" N 2512 E Northward to * J
] 30° 18’ N 25° 12 E Eastward to * K
K 30° 18’ N 25°30' E | Northward to * L
30° 30' N 250 30’ E Eastward to " A

which is the starting point.
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Annex "B

Cuncessicn Agreernent

Between

Arzb Republic Of Egypt

and
Egyptian General Petroleam Corp. D g sl s lad i as yaad) aluaml)
ﬂnd -
Conoco Fahgur Ltd PP S T O PSS~
" A - -

and
Phoenix Rusources Company Faghur

PY e QHJ‘MW_JU&—H;—‘L&
Faghur Area o st aa nlaa
In The -Western Desert h__._._qu‘)__‘.allr-i__,a—_._.n.l\\.ﬁ

Scale 1;1,250,.000 ' | ‘:W’*:“* = F‘“’_}“Uﬂw @
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ANNEX «Cs»
LETTER OF GUARANTY
LETTER OF GUARANTY NO. CAILROQ,
EGYPTIAN GENERAL PETROLEUM CORPORATION

b

Gentlemen,

T'he undersigned, National Bank of Egypt, as Guarantor, hereby
guarantees to the EGYPTIAN GENERAIL PETROLEUM CORPO-
RATION (herenafter referred to as « EGPCy) to the Limit of Fifteen
Million U.S. Dollars (U.S. § 15,000,000) in U.S. Currency the perfor-
mance by CONOCO & PHOENIX (heremafter referred to as « CON-
TRACTORD>) of its obligations required for Exploration operation to
spend a munimum of Fifteen Million U.S. Dollars (U.S. § 15,000,000)
during the initial three (3) years of the Exploration Period under.
Article IV (b) of that certain Concession Agreement (hereinafter refer-
red to as the «Agreements) covering that Area described in Annexes
«A» and «B» of saxd Agreement, by and between the Arab Republic
of Egypt (hereinafter referred to as tA.R.E.»), EGPC and CONTRA-

CTOR, dated ........

It 1s understood that this Guaranty and the hability of the Guaran-
tor hereunder shall be reduced quarterly, during the period of expend:-

ture of said Fifteen Million U.S. Dollars (U.S. § 15,000,000) by the
amount of money expended by CONTRACTOR for such Explora- -

tion operations during each such quarter. Each such reduction shall

be established by the joint written statement of EGPC and CON
TRACTOR.

In the event of a claim of EGPC of non-performance or surrén-
der of the Agreement on the part of CONTRACTOR prior to {ulfall.
ment of said minimum expenditure obligations under Article IV (b)
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of this Agreement there shallLe no liability on the undersigned Gua-

rantor for payment to LGPC unless and until such Lability has beeg
cstablished by written statement of EGPC setting forth the amount
due under the Agreement. h

It 15 a further condition of this Letter of Guaranty that

(1) This Letter of Guaranty will become available only provided that
the Guarantor will have been informed in writing by CONTRA-
CILOR and EGPC that the Agreement between CONTRAC-

1OR, A.R.E. and EGPC has become effective according to its
{erms, and said Guaranty shall become effective on the Effective

Date of said Agreement.

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

(a) Three (3) years and six months after the date it becomes
effective; or

(b) at such time as the total of the amounts shown on quarterly
joint statements of EGPU and CONTRACTOR equals or

exceeds the amount of said minimum expenditure obliga-
fions; or |

(c) after CONTRACTOR gives EGPC ninety (90) days’ prior
written potice of its intent to terminate its obligations as u
result of an event of Force Majeure; whichever 1s €arher.

(3) Consequently, any claim, in respect thereof should be made to
the Guarantor prior to said expiration date at the latest accom-

panied by EGPC’s written statement, setting forth the amount
of under expenditure by CONTRACTOR fo the effect that

CONTRACTOR has failed to perform its Exploration obliga-
tions.

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

Yours faithfully,
For

Accotmtant Mangager
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ANNEX «Ds
CHARTER OF OPERATING COMPANY

ARTICLE T

A jomt stock company having the nationality of the ARAB RE-
PUBLIC OF EGYPT shall be forrned with the authorization of the
GOVERNMENT in accordance with the provisions of this Agree-
ment referred to below and of this Charter.

The Operating Company shall be subject to all laws and regula-
tions in force in the A.R.E. to the extent that such laws and regula-
tions are not Inconsistent with the provisions of this Charter and
Agreement referred to below.

ARTICLE I1

The name of the Operating Company shall be mutually agreed
upon between EGPC and CONTRACTOR on the date of the Com-

mercial Discovery and shall be subject to the approval of the Mini-
ster of Petroleiim and Mineral Resources.

ARTICLE III

- The Head Office of Operating Company shall be in the A.R.E.
in Mersa Matruh, unless otherwise agreed upon by EGPC and CON-
TRACTOR and subject to the approval of the Minister of Petroleum
& Mineral Resources.

ARTICLE IV

The object of Operating Company 1sto act as the agency
through which EGPC and CONOCO and PHOENIX, as CONTRA-
CTOR, carry out and conduct the Development opérations required
in accordance with the provisions of of the Agreement signed on the
day of 13 - 3 1988, by and between the ARAB REPUBLIC OF
EGYPT, THE EGYPTIAN GENERAL PETROLEUM CORPORA-
TION and CONTRACTOR coveritig Petroleum operations in the

Faghur Area described therein.
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Operating Company shall be the agency {o carry out and coo-

> : . Ny

duct Exploration operations after the date of Commercial Dis-
COVery pursnant fo CONTRACTOR’s Work Programs and Budszsts

approved in accordance with the Agreement. -

Operating Company shalil keep account of all costs, expenses
expenditures for such operations under the (erms
and Annex ¢E» thereto.

and
of the Agrecment

Operating Company shall not €ngage In any business or undert
any activity beyend the performance of said operations

wise agreed upon by EGPC and CONTRACTOR.

ake

unless other.

ARTICLE . \Y%

The authorized capital of Opera'ting Company is lwenty thoy-
sand Pounds Egyptian divided into five thousand shares of COFMILY

stack with a value of four Pounds Egyptiag per share having equal

voling rights, fully pald and non-assessable.

EGPC and CONTRACTOR shall each pay for,
throughout the life of Opeérating

(1/2) of the capital
the event

hold and own,
Company referred to above, one half
stock of Operating Company provided that only
that either party should transfer or assign the whole or any
percentage of its ownership interest in the entirety of the Agreement,

may such transferring or assigning party transfer or assign any of the
capital stack of Operating Company and, in that event, such transfe

in

| -+

Ing or assigning party (and its succe
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ARTICLE VI

Operating Company shall not own any right, title, interest or €s-
tate in or under the Agreement or any Development Liease created
thereunder or in any of the Petroleum produced from any Exploration

Block or Development Lease area thereunder or in any of the assels,
equipment or other property obtained or used in connection there-
with, and shall not be obligated as a principal for the financing or per-
formance of any of the duties or obligations of either EGPC or CON-

TRACTOR under the Agreement. Operating Company shall not
make any profit from any source whatsoev