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CONCESSION AGREEMENT
FOR PETROLEUM EXPLORATION
'AND PRODUCTION |

Buﬁman

The Government of The Arab Republic of Egypt

and

The Egyptian General Petroleum Corporation

and

Arco Egypt Inc.

IN
MATRUH ONSHORE AHREA

THIS AGREEMENT, made and entered into om this
day of by and between the ARAB REPUB-
LIC OF EGYPT (hercinafter referred to variously as
“ARE. or as the “GOVERNMENT"”), the EGYP-
TIAN GENERAL PETROLEUM CORPORATION, a
Jegal entity created by Law No. 167 of 1958 as amended
(hereinafter referred to as “EGPC”) and ARCO Egypt
Inc. 2 company organized and existing under the Laws of
the State of Delaware U.S.A. (hereinafter variously refer
red to as “ARCO” or as “CONTRACTOR™) ;

WITNESSETH

WHEREAS, Law No. 66 of 1953, as amended, establi- |

shed that all raw materals, including petroleum exsting
in mines and quartes in AR.E,, including the territorial

and contiiental shelf waters, are the property of the

State ; and

WHEREAS, EGPC has applied for an exclusive coo- |

cession for the exploration, development and production
of petroleum in and throughout the area referred to In
Article I1, and described in Annexes “A” and “B” which
are attached hereto and made a part hereof; and

WHEREAS, ARCO agrees to undertake its ﬁbligaﬁnns
provided hereinafter as CONTRACTOR with respect to

the exploration, development and production of petroleum
in satd Area; and

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

WHEREAS. the Minister of Petroleum pursuant to the |

provisions of Law No. 86 of 1956, may enter into a con-
cession agreement with EGPC, and with ARCO as a

CONTRACTOR., for the petroleum operations m the
Arca hereinafter referred to.
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Now, THEREFORE, the parties hereto agree as | : =T b fo Dol ods OL,bT it 2@ A
follows - _ ‘
ARTICLE | | (Jda¥hasl2t)
DEFINTTIONS e, rg

(a) “Exploration” shall include such geological, geophy- | ¢ _,1:\ Ty, sdde ) J':'L,‘ c..u JUA i € i ? (1 )

sical, aerial and other surveys as may be contamed N o | '
SUGN A 1, 1 diel . ta
in the Approvcd Work Programs and Budgets, and 2L S £l 3 a5l c—-l JIFE o0 lnady

the drilling of such shot holes, core holes, stratigraphic | il pin- g a.:'.-ft:-'“_;g-iﬂ Wewall L iy szl

tests, holes ff:}r thfl: disc:rcry u:f Pf.:t;:rlt::hm c:;a :::l; iy L | uLi-Lll cHLEY A b E! RN
ausal etroleum discovencs and other . )

foles anct wells, and the A0 ST 5l LY G e

holes and wells, and the purchase or acquisition of
Je daab gl 2y S G LN Lopadll o by

such supplies, materials and equipment therefor, all

as may be contamed in the Approved Wark Prngram B iy 453y ¢ AL Skl cleght bl

and Budgets. The verb “explore” means the act = Y .

of conducting exploradon. Ay hazall ":"L:'i-’:l s Jol (4;',"4 3 5l U
i oot Soldeny (LA € i 7 Ll

(b) “Development” shall incdlude, but not be limited to, | U PG 2dd by JUll Jom o Jed €3t ” (<)

all the operations and activities pursuant to Approv- | - Caoyadl U Vs, el
ed Work Programs and Budgets under this Agree o b3 s J}-*Mé-ﬂ T L

el = - Eme g, e ow—

ment ; . Lilatyl
(i) with respect to the drilling of development wells, PR 1:“':'“_}1'!.-;..);“:; u‘ﬂ;‘; tc_' ( \ )
and

|
(i) with respect to design, construction, installation, { Py TV ) .L.:ibﬁ_..ﬂ:g o= (1)
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systems, facilities, plants, and related opera- | 7\ JM“Q S Jadi sty L Adadd Sl
tions, to prod d te said to tak ' . o e -
ons, to produce and operate said wells, to take, i, nﬁ_-’-"b L‘:J:lan_,l.: ARV

save, treat, handle, store, flare, transport and S AT
deliver petoleum for export, and to undertake | 7" Sy Ay 4 sl e Gl oL
tepressuring, recycling and other secondary te- | o 4,93 s3bialy dhad Dols| Llaw oLy o ydoai
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servicng and maintenance of equipment, lipes, |
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(6) “Petrolevm”™ means liquid crude oil of various densi-
ties, asphalt, gas, casinghead gas and all other hyd-
rocarbon substances that may be found m and produ-
ced, or otherwise obtained, and saved from the Area
under this Agreernent, and all substances that may

e — L, W - rE - —m N,  L———— . m—— 4 -
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(d) “Liquid Crude Oil” or “Crude Oil” means any hyd: | 5,47, an slim Uz QN U oy 37 ()
rocarbon produced from the Areca which 1s in a liquid Ay e Yyd - I g ¢ Akt P - ==
statc at the wollhead or lease separator or which s TR RS W BV AR Al e C;,.}, Py ;‘
extracted from the gas or casinghead m a plant. S T ,
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(¢} “Gas” is natural gas both associated and non-associa-

',

(£)

ted, and all of its constituent gascous elements produ-
ced from any well in the Arca and all non-hydrocar-
bon substances thereir. Said term shall include re-

sidue gas.

A “barrel” shall consist of forty-two (42) United
States gallons, liquid measure, correcied to a tempera-
ture of sixty degrees (60°) Farenheat.

“Commercial Well” means the first well on any geo-
logical feature which after testing in accordance with
sound and accepted industry production practices,

and verified by EGPC, is found to be capable of

producing at the average rate of not less than two
thousand (2,000) barrels of ol per day, (BOPD).

The date of discovery of a “Commercial Well” is

the date cn which such well is completed and tested
according to the above | |

(k) “A.R.E’ means the ARAB REPUBLIC OF EGYFT.

(2)

()

(%)

“LEffective Date” means the date on which this Agree-
ment, signed by the GOVERNMENT, EGPC and
ARCO, is published in the ARE. official joumal.

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

“Financial Year’ means the GOVERNMENTs finan-
cial vear starting on January Ist and ending on
December 31st, both dates being inclusive.

“Tax Year” means the period of twelve (12) months
according to the Gregorian Calendar for which tax
returns or reports arc required according to any
applicable income, profits or other tax law or re-
gulations of the AR.E.

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

(i) The share capital, conferring majority of votes
at stockholders’ meeting of such company, of
which is owned durectly or indirectly by a party
hereto or
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(i) Which is the owner directly or indirectly of
share capital conferring 2 majonty of vetes at
stockholders’ meetings of a party hereto; or

(iii) Whose sharc capital confermng a majonty of

votes at stockholders’ meetings of such company-

and the share capital conferring a majority. of
votes at stockholders” meetings of a party hereto
are owned directly or indirectly by the-same

oornpany.

ARTICLE I1

ANNEXES TO THE AGREEMENT

Annex “A” is a2 description of the Area covered and
affected by this Agreement, heremafter referred to as the

“Area”.
Annex “B” is a map on the scale of 1 : 1,000,000 indi-

cating the Area covered and affected by this Agreement |

and described in Annex “A”.

Annex “C” is the form of the Letter of Guaranty to be
issued by the National Bank of Egypt, Caim, and to be
submitted by ARCO at the ttme of signature, by the
Minister of Petroleum, of this Agreement for the sum of
Seven million (§ 7,000,000) U.S. Dollars, guaranteeing
the execution of ARCO’s minimum exploration obliga-
tions hereunder for the first four (4) year exploration
period.  Such guaranty shall remain effective for six (6)
months after the end of the said four (4) year period ex-
cept as it may be released prior to that time in accordance

with the terms thereof.

Annex “D” is the form of a Charter of the operating
company %o be formed as provided for m Article VI
hereof.

Annex “E” i1s the Accounting Procedure.

The Annexes H‘ALH! “B", “C”, “D” and “E” to this
Agreement are herchy made parts hercof, and they shail
be considered as having equal force and effect with the

provisions of this Agreement.
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ARTICLE III

GRANT OF RIGHTS AND TERM |

The GOVERNMENT herehby grants EGPC, and
RCO as CONTRACTOR, subject to the texrms, cove-
ants ‘and conditions set out in this Agreement, which
wofar as they may contradict with any prowisions of
w No. 66 of 1953, as amended, shall bave the force of
w, an exclusive concession in and to the Area described

Annexes “A” and “B” :

 The GOVERNMENT shall own and be entitled as
heresinafter provided, to a royalty In cash oe in kind |
of seven and one half (7 ¥5) percent of the total
guantity of petroleum produced and saved from the
Area during the development period including re-
newal. Sald royalty shall be bome and paid by
EGPC out of its share of production and shall cat
be the obligation of the CONTRACTOR. The |
pavirent of royalties by EGPC shall not be deemed
to result n income attributable to the CONTRA-

CTOR
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}\ An initial exploration period of four (4} years shall j
start from the Effective Date. Four (4} successive
extensions to the imitial exploration peniod of one (1Y
vear cach shall be granted ARCO at its option upon |

ninety {90} davs prior written notice to EGPC and
subjcct onlv to its having fulfilled its oblizations
hereunder for the preceding period. The Agreement
shall be terminated if no Commercial Discovery has
been made as hereinafter provided by the end of the
eighth (8th) vear of the explormation peniod or upon
the completion of drilling and testing of any well
actually drilling or testing at the end of the eighth
(8th) vear exploration period but shall not exceed
this prriod by more than six (6) months. The elec-
tion bv EGPC to undertake a sole risk venture under
this paragraph (¢} immediately hereafter shall not

wtend the exploration period nor affect the termi. |

nation of this Agreement as to ARCO.

vV “Commercial Discoverv”.  After _-::nmn_lcﬁﬂn of a
Commercial Well, ARCO will undertake as part of

its exploration program the delineation of the dis- |

coverv by the drilling of one or more delineation wells
o determine whether such discoverv is worthv of
heing developed commerciallv. taking into considera-
tion the recoverable reserves. production, pipefine
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nrices. and all other relevant technical and econnmic |
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A Commercial Discovery may consist of one pro-
ducing reservoir or a group of producing reservoirs
which after appraisal is worthy of bemg developed
commnercially, ARCO shall give notice of a Coro-
mercial Discovery to EGPC immediately after the
discovery is considered by ARCO to be worthy of
commercial development but in no event later than
the completion of the second exploration appraisal
well, or twelve (12} months, following the date of dis-
covery of the Commercial Well whichever is earlier;
except that ARCO shall also have the right to give
such notice of Commercital Discovery with respect
0 any reservoir or reservoirs even if the well or wells
thercon are not “Commercial” within the definition
of “Commercial Well” if, in its opinion, a group of
reservoirs considered collectively, could be worthy
of commercial development.

Following receipt of such notice EGPC and ARCO

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

ARCQO shall have the richt to delineate anv dis-
covery which is not with’n the definition of a “Com-
mercial Well”. If ARCO undertakes such delinea-
tion, the date of Commercial Discovery shall be

the date of the comnletion of the second delmnea-
tion well unless ARCO shall give notice to EGPC
that the discovery is not considered commercial by
ARCO ; provided however the second delineation
well must be completed within twelve months from

the date of the discovery.

If Crude Oil is discovered but is not deemed by
ARCO to be a2 Commercial Discovery under the
above provisions of this paragraph {c}, EGPC shall,
one (1} year after the cxpiration of the period
specified above within which ARCO can give notice
of Commecrcial Discovery, or twenty four (24} months
after the completion of a well not considered a “Comr
mercial Well”’, have the right following sixty (60) days
notice in writing to ARCO, at its sole cost, risk and
cxpense, to develop, produce and dispose of all Crude
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O from the geological feature on which the well
has been drlled.” Said notice shall describe the

specific area covering said geological featurc to be
developed the wells to be drilled, the production
facilities to be mstalled and EGPC’s estimated cost
thereof. Within thirty (30) days after receipt of said
notice ARCO may, in writing, clect to develop such
area as provided for in the casc of Commercial Dis-
covery hercunder. In such event all terms of this

Agrecment shall continue to apply to the specified

arca.

If ARCO elects not to develop such area, the
specific area covering said geological feature shall
be set aside for sole rsk operations by EGPC. In
the even MATRUH has come into existence as pro-
vided for in‘Article VI, EGPC shall be entitled to
have MATRUH perform such operations for it at
EGPC’s sole cost, risk and expense. When EGPC
has recovered from the Crude Oil produced from
such specific area a quantity of Crude Oil equal
. value to three hundred (300) percent of the costs
.+ has incurred, ARCO shall have the option, only
-1 the event there has been a separate Commercial
Discovery and only upon paymg EGPC one hundred
(100) percent of such costs mcurred by EGPC to
chare in further development and production of that
specific area.  Suchone hundred (100} percent pay-
ent shall be recovered by ARCO from Cost Re-
covery Crude in the normal manner for the recovery
of expenses. Immediately following such payment, the
specific area shall revert to the status of an ordmnary

development lease under this Agrecment and there-
fter shall be operated in accordance with the terms

T

hereof.

The sole risk crude oil shall be valued in the man-
ner provided in Paragraph (c} of Article VIL. In the
cvent of any termination of this Agreement under
the provisions of paragraph (b) above, this Agree-

ment shall, howcver, continue to apply EGPC’s |

nperation of any sole risk venture hercunder, although
such Agrecment shall have been terminated with
respect to ARCO pursuant to the provisions of said

paragraph (b) above.
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(@) The development period shall be twenty (20) years

fron the date of Commercial Discovery. This
period may be renewed for an additional period of
ten {10) years at the option of ARCO upon six (6)
months prior written notice to EGPG. Following
Commercial Discovery the extent of the whole arca
capable of production to be covered by development

lease or leases shall he mutuwally agreed upon by
EGPC and CONTRACTOR and be subject te the
approval of the Minister. Such area shall then be

converted autornatically into a development lease
or leases without the issuance of any additional legal
mstrument o penmission.

Development operations thereafter shall be started
promptly by Operating Company and, unless EGPC
and CONTRACTOR agree otherwise, at least one
drilling rig shall he used continuously untl, m ac
cordance with good oil field practices and accepted
petroleum  engineering principlf:s, the faeld 15 oon-
sidered to be fully developed.

In the event no commercial production of Pet-
roleum is established in any one of the blocks in
which a Commercial Discovery is made within two

(2) years from the date of Commercial Discovery, such
hblock shall be surrendered.

(¢} CONTRACTOR shall bear and pay all the costs and

expenses required in carrying out all the operations
under this Agreement except sole risk costs and
cxpenses incurred by EGPC pursuant to.(c) above,
but such costs and expenses shall not mclude mterest
on investment, and CONTRACTOR shall look only
to the Petroleum to which it is entitled under this Az-
reement to recover such costs and expenses. Such costs
and expenses shall be recoverable as provided in Arty-
cle VIT. During the term of this Agreement and its
renewal the total production achieved m the con-
duct of such operations shall be divided between
EGPC and CONTRACTOR in accordance with the
provisions of Article VII.

(17 CONTRACTOR shall be subject to the laws in
force from time to time of the AR.E. and the
political subdivisions thercof which impose
taxes on ot measured by imcome or profits,

including those laws mposing the commercial |

and industrial profits tax, municipal tax, defense
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tax and national sccurity tax on ncome and
dividends paid wiath respect to shareholders
(hereinafter referred to 25 “A.R.E. Income
Taxes"), and, except as otherwise provided in
the Agreement, shall comply with the require-
ments of such laws with respect to the filing of
rerurns, the assessment of tax, and the keeping
for review by authorized persons of books and

records.

Any ARE. Income Taxes as described above
which may be levied against CONTRACTOR’s
sharebolders as a result of CONTRACT OR’s
activities under this Agreement shall be the
responsibility of EGPC. .

It is expressly agreed and acknowledged - that
EGPQC’s share of the volume of crude o1 as
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determined under Article VII includes a volume
of crude oil to meet the CONTRACTOR'S
A R.E. Income Taxes as described above in this
Paragraph (f) (1}- EGPC agrees that procceds
from such crude o1l volumes will be used to meet

CONTRACTOR’s Income Tax Lability 1@
ARE. as and when duc EGPC further
Horees o use its reasonable cfforts to tmely pay

cuch liabtlities.
(2) For the purposes of applying paragraph (f) (L)
of this Article, the total taxable mcomec of

CONTRACTOR 1n respect of any Tax Year
shall be an amount calculated as follows :
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(i) The total of the surs reccived by CON-
TRACTOR. from the salc or other dispo-
sition of all Crude Ot acquired by CON-
TRACTOR pursuant to Article V1, parag-
raph (a) and (b} ; ,
LESS. o . il
a) The costs and expenses of CONTRACTOR
which are allowed tobe recovered in the Tax

Vear under paragraph (a) of Article VII; and
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p) The value, as determined in paragraph () of
Article VIT, of the excess cOst Recovery Crude
Oil taken and separately disposed of by
Contractor, pursuant to Artcile VII, paragra-

ph (a} (2) ; PLUS

st cqual to CONTRACTOR'S AR.E. Feegdd Sl e el ) b pha ala ()

i) An amo
Tncomre Laxes.
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b, above 1t shiall prepare a development Work Pro-

gram and Budget for the remaioder of the vear i |
which the Commercial Discovery is made ; and not

later than the fifteenth (I15th) of October of each
| year thercafter Operating Company shall prepare
aq annual Production Schedule, Work Program and
Budget for the succeeding year. The Production

Schedule, Work Program and Budget shall be sub-

mitted to the Board of Directors for approval.

‘i Not later than the twentieth {20¢h) day of cach month.
Operatig Company shall fumish to CONTRAC-
TOR. a written estimate of its total cash requirements
for expunditure for the first half and the second haif
of the succtéﬁing month expressed in ULS. Dollass,
baving regard to the approved budget. Such
estunace shall rake inro constderation anv cath rev-
pecied to be on hand it moath end

Pavment for the appropriate period of each month

shall be made o the correspondent bank designated

m paragraph+{c. below on the first day and fifteenth
dav ft?ptctib'e.lv

if such dasv i

; or the next following business dav,
nm 2 husiness day.

o Qperaung C{}nﬁaany s authorized w0 keep ar its own
disposal abroad in an account opened with a corre-
spondent bank of the NATIONAL BANK OF
EGYPT, Cairo, the torcign funds advanced by CON-
TRACTOR. Withdrawals fromy said account shall

be used for payment of goods and services acquired
abroad and for transferring w0 a local bank in the -
ARE. the required amounts to meet expenditures

in Egvptian Pounds for Operatng Company in ron-
nection with its activities under this Agreement.

Witha: thiree 300 dun s after the

end of cach Fipan-
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cal Yeor Operuting Comnpany shall subomt to the
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miltion ($ 1,000,000) U.S. Dollars. If CONTRAC-

TOR should spend more than the mmirmum amount
required to be expended during the initial four (4) year

-LJLAL.- k‘ nL—TJT hJ'c-" Pr u- J-J_,"ﬂ uiﬁ(i)d_,.\'l

exploration period or during any year thereafter, the
CXCEess ma:y be subtracted from the mnimum
amount of money required to be expended by GON-
TRACTOR during any succeeding exploration year
or vears as the case may be. In case CONTRACG-
TOR surrenders its exploration obligations in this
Agrecment as set forth above before or at the end
of the fourth (4th] year of the initial exploration
peniod, having expended less than the total sum of
seven million {($ 7,000,000} U.S. Dollars on explora-
twon, or 1o the event at the end of the fourth (4th)
year CONTRACTOR has expended less than said
sum in the Area, an amount equal to the difference
between the said seven million (§ 7,000,000) U.S.
Dollars and the amount actually spent on explora-
tion activities shall be paid by CONTRACTOR w
EGPC at the time of surrendering or within three
(3) months from the end of the fourth (4th) year of

cxpenditure deficiency by CONTRACTOR at the
end of the fifth (5th) or any succeeding year for the 1o
sons just noted shall, similary, result in a payment
by CONTRACTOR w EGPC of such deficiency.
Provided this Agreement 1s stll in force as to GON-

the initial exploration period, as the case may be. Any I

TRACTOR, CONTRACTOR shall be entitied to

recover any such payments as Exploration Expendi- '

tures in the manner provided for under Article VII
in the event of development of commercial produc-

tion.

In case no Commercial Discovery is established
by the end of the eighth (8th) year, or in case CON-
TRACTOR suwrrenders its  exploration obligations
under this Agreement prior to this time, EGPC will |
not bear any of the aforesaid expenses speat by |
CONTRACTOR. .

4

{¢) At least three (3) months prior to the beginning of each |
year or at such other times as otherwise mutually |

1'
agreed to by EGPC and CONTRACTOR, CON- |
TRACTOR shall preparc an Explnratian Work Pro-
gram and Budget for the area setting forth the ex- ;
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ploration operations which CONTRACTOR pn:r

poscs to carry out during the ensuing year.
the Exploration Peried such Work Prﬂgmm ancl

Budget shall be at least sufficient to satisfy CON- i!
I
J
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TRACTOR's minimum expenditure obligation for dL‘*-‘ LY -ir')"cﬂ;-‘-h- ‘;‘ o) e Pl
the period it covers, taking into account any credits | . o jk i ) A clEs gzsb W b id
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exploration periods. The Exploration Work Pro- VAR
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(e)

gram and Budget shall be reviewed by a joint com-
mittee to be established by EGPC and CONTRAC-
TOR. after the cffective date of this Agrecment.
This committee, hereinafter referred to as the “Ex-
ploration Adwsory Committee”, shall consist of six
(6) members. three (3) of whom shall be appomted
by EGPC and three (3) by CONTRACTOR. The
Chairman of the Explorauon Advisory Committee
<hall be designated by EGPC from among the mem-
bers appointed by it. The Exploration Advisory
Committee shall review and give such advice as it
deemns appropriate with respect to the proposcd Work
ngmm and Blldgﬂt FGHOMIlg review by the Ex-
ploration Advisory Committee, CONTRACTOR
shall make such revisions as CONTRACTOR deems
appropriate and submit the Exploration Work Pro-
gram and Budget to EGPC for its approval. Fol-

lowing such approval, it 15 further agreed that :

(i) (:ONTRACTOR shall not substantially revise
or modifv said Work Program and Budget nor

educe the approved budgeted expenditures
~ithout the approval of EGPC. ,

[n the cvent of ecmergencies involving dan-
ger of loss 0r lives or property, CONTRACTOR
may expend such additional unbudgeted armounts
a5 may be required to alleviate such danger.
Such expenditure shall be considered in all re

(1)

spects as cxploration expeditures and shall be |

recovered pursuant to the provisions of Article

VIT hereof.

(o) CONTR ACTOR shall advance all necessary funds

tor all matenals, equpment, supplies, personnel,
2dministration and operations pursuant to the Ex-

ploration Work Program and Budget and EGPC

shall not be responsible o bear or repay any of the

aforesair]l COSLS.

CONTRACT OR. shall be responstble for the prepara-
tion and performance of Exploration Work Program

which shall be implemented in a workman-like
mann-r and consistent with good industry practices.

Except as may be appropnate in accordance with
good intﬂmational ol mndustry pmc‘t_icg. for the pro-
cessing of data and laboratory studies thereon to be
made specialized centers outside the AR.E., all

studies rolated

ment shall be made mn the ARE.

gical and geophysical studies and any other
to the performance of this Agree
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CONTRACTOR shall entrust the m.:anagﬂmmt
of exploration operations In the A.R.E. to its techni-

cally competent General Manager and Assistant !
Manager. The names of such Manager and Assis-

tant Manager shall, upon appointment, be forthwith
notified to the GOVERNMENT and toc EGPC.

The Manager and, m his absence, the Assistant
Manager, shall be emtrusted by CONTRACTOR
with sufficient power to carry out immediately and
comply with all lawful written directions given to
them by the GOVERNMENT or its representative

under the terms of this Agreement or any lawful re- |

gulations issued or hereafter to be issued which are
applicable hereunder.

(i)’ CONTRACTOR shall supply EGPC within thirty

(30) days from the end of each calendar guarter with

a Statement of Exploration Activity showing costs

ncurred by CONTRACTOR. during such quarter.
CONTRACTOR’s records and -necessary support-
ing documents shall be available for inspection by
EGPC at any ume during regular working hours for
three (3) months from the date of recewving each
Statement. EGPC shall advise CONTRACTOR
in writing if it considers :
(1) that the record of costs is not correct.

(if) that the costs of goods or services supplied are
not n [ine 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 supplied, provided, how-

ever, that
med within AR.E. shall be subject to Article

XXV, or

{iu} that the condition of the matedals fumished Ly
CONTRACTOR does not tally with therr

. pricEs, of

(iv) that the costs imcurred are not reasonably re- !

quired for operations.

CONTRACTOR shall confer with EGPC in conr
nection with the problem thus presented, and par-
ties shall artempt to reach a settlement which is
mutually satisfactory. If within the time liit of
the three {2} months period provided for n this para-
graph, EGPC has not advised CONTRACTOR of
its objection to any Statement, such Statement shall

be cousidered as approved.

(¢) CONTRACTOR shall supply all funds necessary for
its operations in AR.E. under this Agreement in freely
convertible currency from abroad. CONTRACG
TOR shall have the nght 1o buy Egyptian currency
whenever required and the copversion shall be made
at jocal banks n the AR E. according to the official
ARE. nate of exchange. CONTRACTOR shall

purchases made and services perfor- |
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have the right to make pﬁymcnts directly abroad for
goods and services required in foreign CULTencics
abroad for its operations under this Agrecment in the

ARE. and to charge such payments in accordance
with the provisions of this Agreement without having

to first transler the funds for such payments to the
AR.E. -
ARTICLE V
MANDATORY AND VOLUNTARY

RELINQUISHMENTS

MANDATORY

At the end of the fourth (4th) year after the Elfective

Date hereof, CONTRACTOR shall relinquish to the

GOVERNMENT ‘a total of twenty-five (25) percent of the
original Area not then converted to a development lease

or leases.

At the end of the sixth (6th) year after the Effective
Date hereaf, CONTRACTOR shall relinguish an add:-
tional twenty-five (25) percent of the original Area not
then converted {0 dcvclupment lease or leases.

At the end of the total exploration period, CONTRAC-
TOR shall relinquish the remainder of the ongmnal Area
not then converted to a development lease or leases.

VOLUNTARY

CONTRACTOR may voluntarily during any period
relinquish all or any part of the Area provided that at the
time of such voluntary rclinquishment of all of the Area

its financial obligatuons for exploration expenditures under
Article IV paragraph (b) have been satisfied for such

period. [t is understood and agreed upon that n casc

of a voluntary partal relinquishment, CONTRACTOR
shall remain liable for all of its unfulfilled obligations
under this. Agreement including but not limited to ex-
penditure cormnmitiments in accordance with Article IV

hereunder.

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

Following Commercial Discovery, EGPC and CON-
TRACTOR shall muiuvally agree upon any area to be
relinquished thercafter, except for the relinquishment
orovided for above at the end of the total exploration

period.
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" ARTICLE VI
OPERATION AFTER COMMERCIAL DISCOVERY

(2! On Commercial Discovery, EGPC and CONTRAC-
TOR shall form in the A.R.E. an operating company
which shail be called MATRUH PETROLEUM
COMPANY, hercinafter referred to as MATRUH
or as Operating Company. MATRUH shail be sub-
ject to the laws and regulations m force m the A.R.E.
to the cxtent that such laws and regulatigns are not
inconsistent with the provisions of this Agreement or
the Charter of MATRUH; however, MATRUH
shall. for the purposes of this Agreement, be exem-

pted from the following laws and regulations as now *
or hereafter amended or substtuted |

— Law No. 80 of 1947 on Exchange Control and
its executive regulations, as amended ;

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

_ |
— Presidential Decree No. 1203 of 1961 on Con-
tracts of Works of the Government, Public In- ]

stitutions and Semi-Governmental Companics, |

as amended :
.

— Law No. 141 of 1963 on Representation of Em-

ployees and Workers on the Boards of Com- !
i

panies ; '

— Law No. 60 of 1971 on Public [nstitutions; and

— [Law No. 61 of 1":971 on the Staff Regulations of
Public Compames.

(b) The Charter of MATRUH is hereto attached as
Annex “D”. Within thirty (30) days after the date

of Commercial Discovery, the Charter shall take *

effect and Opcrating Company shali automatically '

come into existence. without anv further procedures.
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¢ Mpenv Sd davs after the date Operanng Company
COMES IO &Xistence i acordance with pamagrapi
‘b; above. it shall prepare a development Work Pro-
gram and Budgetr for the remamnder of the vear m |

which the Commercial Discovery is made ; and not
later than the fifteenth (15th} of October of cach |
| year thereafter Operating Company shall prepare

Budget for the succeeding year. The Production
Schedule, Work Program and Budget shall be sub-
mitted to the Board of Directors for approval.

{} Not later than the twentieth (20th) day of each month.

Operating Company shall fumish to CONTRAC-

TOR a written: estimate of its total cash requirements

an annual Production Schedule, Work Program and

for expcaditure for the first half and the second haif
of the succeeding month expresed in U.S. Dollars,
having regard to the approved budget. Such
estimacc shall take mto consideratson anv cash ex-
pected to be on hand at month end.

Payment for the appropriate period of each month
shall be made to the correspondent bank designated
in paragraph (¢} below on the fist day and fifteenth
day respectively ; or the next following business day, |

if such day is not a business day.

¢) Operating Company is authorized to keep at its own |
disposal abroad in an account opened with a corre- |
spondent bank of the NATIONAL BANK. OF !
EGYPT, Cairo, the foreign funds advanced by CON- .
TRACTOR. . Withdrawals from said account shail
be used for payment of goods and services acquired
abroad and for transfermng to 2 local bank in the !
AR.E. the required amounts to meet expenditures
in Egypuan Pounds for Operating Company in non-
nection with its activities under this Agreement.

f—t— - ——r—— Erw——wm.

Withun thiree (30} davs after the cud of edch Finan-
aal Year. Operating Company shall submmt to the

- & - - - . - 1 - - -
Tt ':;.:1-11 l'-'.‘lg- J.,...:’i_'u a by '-':‘\.* - .._:;'L-.n.-l._'l!'L -L:L:.“ -.l:._"' .-:-!‘ . 1':--‘\
L - - - - - - - .‘_‘ = - . bl .

UV SEVINIE EPRRIPA P B C S AW T i

bl (VA LY el (80

Sy gL A0, 2 A Ml KW A

39UE Y e e 3 3, YU RS LI, — Jdi&l;{_,

ZEME, (s % 5 e s T {3V 0) el
e G,y A4 LA Jadly

o ol el gacy a3 M KN pgw ()
ot DRl b e i o 0 B 0 (1)
Sy S Gl e ik it W Lo
RN RV UBER RN R P PR VApR - g I
A 3 o5 Ol sz TG0 byl 3 356 ol e
B B el gl e il i s
AW SU o B e saasl 50 LU0 U ik
ey il el G M pcabial (a) i adh 3, 5L L
o o il sl e b KL disd Jo e
cad gl el e g & @ OB o L

R N RUR S R R PE 10
Pl el kgl e Dl g
C eV Ay Y Yl AU Gl ¢ pall

bty el 0 G s e B 55

Sl AU oo 51 W G e Jguasl e
S R L
3 \ple oyt WSk Al g pall 4zl DU

. Py PRV

S eaE U R D L () o - 3y

approprixte  exchange control authorities i  the
AR.E. o swterment, dulv certified by a recognized
fim of auditors, showing the funds credited to that
account. the disbursements made out of that account

and the balwnee outstanding ar the end of e ver,
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ARTICLE VII (LA
RECOVERY OF COSTS AND EXPENSES ) . . .
Ct'\:ﬂ rL.:.'J‘_, g_.ls_,f,a[\; g_AJK.:.'” .}L}Juﬁ

AND PRODUCTION SHARING

L

@) (1) Cost Recovery Crude Oif

Subject to the auditing provisions under this |

Agreement, CONTRACTOR shall recover all

costs and expenses in respect of all the explora-
hon, development and related operations under |

this- Agreement to the extent and out of forty
(40) percent per annum of all Crude Qil pro-
duced and saved from all development leases

hereunder and not used M petroleurn opera-
tions. Such crude oil is hereinafter referred to |

as “Cost Recovery Crude Oil”. Such costs and
cxpenses shall be recovered from Cost Recovery
Crude O1l in the following manner :
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I) All Operating Expenses, incurred sfter the iitial | &Y= casl J st o gt =
Commercial Production which for the purposes of | - (ot 10 214 PR
this Agreement shall mean the date on which the fﬂ' . u Ui“'py ‘_'_5 " s .(5_) '
first five hundred thousand 500000 barrels of | Mot (o-- o) gl ed o4 SENS P
Crude Oil has been produced, shall be recoverable | 3 3§ Wby ool fu“} Ce e St AT
in the Tax Year in which such expenses are incur- l ‘c' } s
red. Such quantities shall pot include any Cirude | LS okay . Sl b cail iy 2l
Oil produced for production testing. CL‘Y‘ =2 "-'u r‘l.le '—-"')1 ol L sy

(I} Exploration Expenditures, mcluding those accu- | & JF L r}JL‘ s L‘ el Slid — ¢
mulated prior to the commencement of initnal Corn- ( ) U d-‘uﬂ 5 ,,..:- Sl &bl CL.";H
mercial Production, shall be recoverable at the rate $a A i-‘r ¥e ',)L,..el JLJ " w3204

D Dev rlﬂprnmt Expenditures, including thosc a

TV To the extent that in a Tax Year. costs, expenses |
I

excess shall be carried forward for recovery in the

of twentv (20) percent per annum based o amor- |

tization at that rate starting in the Jater of the Tax
Year in which such expenditures are incurred or
the Tax Year in which initial Commercial Pro-
duction commences. |
acone |
mulated prior to the commencement of mitial Com-
mercial Production, shall be recoverable at the
rate of ten {10) percent per annum based on amor-
tization at that rate starting i the later of the
Tax Year in which such expenditures are incurred |
or the Tax Year in which initial-Commercial Pro- ]

duction commences. |

or expenditures recoverable per paragraphs LA
(ATY and (IT7) preceding exceed the value of all ]
Cost Recovery Crude Oll for such Tax Year, the |

next succeeding Tax Year mtil - fully recovered, !
1

but in no case after the termination of the Agree
ment as o CONTRACTOR.
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V) For the purmmose of determining the classification of.

all costs, expenses and expenditures for their re
covery, the following terms shali apply :

1. “Exploration Expenditures™ shall mean ail costs

and expenses for exploration operations.

2. “Development Expenditures” shall mean all
costs and expenses for development operations
with the exception of Operating Expenses. -

3. “Operating Expenses” shall mean all costs, ex-
penses and expenditures made after initial Com-

mercial Productuon which costs, expenses and

expenditures are not normally depreciable.

(2) CONTRACTOR. shall each year take and se
parately dispose of all Cost Recovery Crude Oil

produced plus its share of the balance of Crude
Qil as stipulated in paragraph {b} below of this
Article VII. To the extent that the value of the
Cost Recovery Crude Oil (as determined in sub-

paragraph (c) below) exceeds the actual recove-
rable costs and expenditures, ncluding any carry
forward from paragraph (a) (1) {IV) abowve, to
be recovered in that year, the difference in value
shall be paid by CONTRACTOR to EGPC in
the manner set forth in Article IV of the Acco-

unting Procedure contamed in Aanex “E", and
CONTRACTOR shall be deemed to have pur-

chased such excess Cost Recovery Crude Qil.
With resnect to such excess Cost Recovery Crudc

Oil which CONTRACTOR shall be deemed to
have purchased, EGPC may ¢lect each vear to

take up to seventy five (75} percent thereof in
kind and thereby reduce the amount to be pur-
chased by CONTRACTOR m the same per-

cemtage arnount. Any Crude Oil thus taken
by EGPC will be for the purpose of supplying

any of EGPC’s share of opexating requiranents
for its refineries located in the ARE.

)Y Production Sharing

The remainung sixty (60) percent of the Crude Ol
shalli be taken and disposed of separatelty bv EGPC
: =
|' and CONTRACTOR in the following proportions :

en Production EGPC CONTRACTOR
| shall be : shall take : shail take :
l.m than 100,000 BOPD 307 20%

|
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100,000 but less than 200,000 BOPD 82.5% 175% | aee) J.AV,0 ool 5 et . AY 0 ._;(-JJJT s
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(1) For the purposes of determining the value of | slaxsY je.adl sl C AL 10 i pag ol 2V, _
the quantity of Cost Recovery Crude Oil to | e S Y= ("]

which CONTRACTOR is entitled hercunder

during each calendar semcster, the weighted
average price realized in freely convertible carr-
ency from F.O.B. point of export sales by cither
EGPC or CONTRACTOR under all Crude
Oil sales contracts currently in effect, but exc-
luding Crude ~Oil sales confracts involving
barter, whichever 15 higher, fto non-affiliated
companies during such scmester shall be used.
Such currencies shall be translated mto U.S.
Dollars at the buying rate of exchange for such
currencies as quoted by National Westminister
Bank Limited, London at 10 : 30 am. G.M.T.
At the first day of the month in which sales arc

effected. It is understood that in the case of
C.LF. sales, appropriate deductions shall be
made for transport and msurance charges to

calculate the F.O.B. point of export price.

(2) If during anv calendar semester there are no such
wales bv EGPC or -CONTRACTOR under
Crude Qil sales contracts currently m effect,
EGPC and CONTRACTOR shall meet and
mutuallv agree upon the price of Crude O1l to
be used in determining the value mentioned in
sub-paragraph (¢} (1) above. Pending such
mutual agreement the price used shall be the
last price determined pursuant to sub-paragraph
(¢} (1), or under this sub-parasraph (c) (2},

whirhever 1s
will he made thereto after detrrmination of a

mutvally agrf:f:d price by EGPC a.l'ld CONT-
RACTOR.

() Operatng Company shall prepare {not less than ninety

(90) days prior to the beginning of each calendar

semester following regular production) and fumish

in writing to CONTRACTOR and EGPC a forecast

later. and appropniate adistment.

T GG sa g Jplill disena ol 28
Bom it o 2 M S A Juircis o T i
ol Syt ] Lol Sl o H) o G
G;,E;LELJ b eldy saad 1i g (g )Wl
i 3 Ak e OB Lt 3O U
o 3 3i5 Slais| CCSIJ ¢ el L..r_'f PR RA RO
Ak exi e Jlpastadng L Al Rl
el dn b b end Ly A AW aadl LY
Gk sgddl JUy b pacaia y 2 G ar 38 ;;.iﬂd,

r-’*“é"’m:}-’ w..:::....:f-: .._'_'_,.,.:;}‘u. Lv-L..,ﬂ' \-J’f‘q 1:1....“ Jlﬂ*ji d

PP NP ICRF VIOV VRN, g P
Jlie LB Sladwdl g F i ol W o
30 Al Ak g by Jill G

el

Syl A U e Slenlodn J20 s 15) — v
o e Jo Wily g leaie SY Jstally das sl Yo o

all g, At s 3l g s Arel

SV Ha L dpet by - (40} (1) (2) 22
s g o g8 348 a1 g Jazy bl N oS
o] (1)) R 8 il a1 () B2
el il da ale LU kAl £y Y 05

S TSI | PR S a5t gdl

PP AN ECR PR (RSN g PR L i"'—.'r_:'..UEl:'.:“;{qu
Ko il s s it g M ST W i Ae FAR
el T E Yo dm o 2 Gl gl B Lot

. 1"4""“ 1:1.,*.;:}'l Ll Jﬂ"ﬂ \isy i_,__g.(-.kl\ 1§_J-ijl



V¢

T

— J"‘:..""““..:!i ““.J’.“”

vt e s d (o) 5,50 £ o
e

24

op—'

—— i

R —

sctting out the total quantity of petrnoleum that MA-
TRUH estimates can be produced, saved and trans-
ported hercunder during such calendar semester in ac-
cordance with good o1l industry practices. Operating
Companvy shall endcavour to produce each calendar
semcster the forecast quantity. The Crde Oil
shall be run to storage tanks constructed, maintained
and operated according to Government regulations,
by Operating Company in which said Crude Oil shall
be metered or otherwise measured for royalty, and
the other purposes requited bv this Agreement.

(¢} CONTRACTOR shall have the right and the oblipa-
tion to separately take and export currently all of the
Crude Qil to which it is entitled as is determined in
accordance with sub-parfagrapl'ls (a) and (b) of this

g

Article. Subject o payment of sums duc EGPC

under Article VII (a) (2) and 1X. CONTRACTOR
shall have the rnght to retam abroad all funds acqu-
red by it abroad including the proceeds from the sale
of its share of Crude Oil exported,

ARTICLE VIIT

TITLE TO ASSKETS

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

(1} Land shzll become the property of EGPC ag soon
as 1t 1s purchased.

(2) Title to fixed and movable asscts shall be trans-
ferred automatically from CONTRACTOR to
EGPC as soon as purchascd or landed in the
ARE. all in accordance with the provisions of
Article VI,

The Book Mawe of the Assets created during each
calendar vear shall be communicated bv CQNT-
RACTOR :» EGPC or by Operating Company to

EGPC and CONTRACTOR within thiree (30) davs
of the end of cach quarter.

(b5 During the term of this Agreement and any renewal
perind CONTRACTOR and Operating Company
are entitled tn the full use in the Aercement Area. and
any other Arra approved by EGPC, of all fixed and
movable assets.  ARCO and EGPC shal! not dispose

of the <ame ~cept with agreement ~f she other.
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{¢) CONTRACTOR mav freely import into ARE,, use
therein and freely export at the end of such use any
machinery and equipment which it either rents or
leases in accordance with good imndustry practices |
if the CONTRACTOR. deterounes that such machi-
nery and egupment are necessary for the efficient |

execution of its undertakings under this Contract.

ARTICLE TX
SIGNATURE AND PRODUCTION BONUS

" Notwithstanding the assignment contamned mn Artacle q
XXX heremnafter:

(@) CONTRACTOR shall pay to EGPC only as a Signa- i
ture Bonus the sum -of two million { 2,000.000) U.S.
Dollars on the Effective Date. -

(b) CONTRACTOR shall pay to EGPC only the sum of
one million ($1.000.000) U.S. Dollars as a Production

Bonus when total average daily production s sus- |
tained at the rate of fifty thousand {50,000) barrels

per dav for a period of thirty (30} consecutive pro-
ducing davs.

CONTRACTOR shall also pay to EGPC only the

additional sum of two million {$ 2,000,000) U.S.
Dollars as a Production Bonus when total average

dailv production is sustained at the rate of -one

hundred thousand {100,000) barrcls per day for a
period of thirty (30) consecutive days.

(€

([d* CONTRACTOR shall also pay to EGPC only the
additional sum of three million { § 3,000,000} U.S.
Dollars as a Production Bmus when total average
daily production is sustained at the rate of two

hungred thousand (200,000} barrels per day for a
period of thirty. {30)consecutive producing days. ‘1

(¢) Both aforesaid Signature and Production Bonuses
shall neither be recovered nor amortized by ARCO. |

(fi In the event that EGPC elects to develop any part of
the Area pursuant to the sole risk provisions of Article
[1I (c) hereinabove, production from such sole oisk
arca shall be considered for the purposes of this

Article IX onlv if ARCO exercises its option to share
in such production. and only from the inital date of |

sharing.

!

Juntedy Ly ol paad gy 53 SHRAT, o3% (=)
LfL J.J JL-..-'.':H.,..: bl‘- 3 -J--!g_:r__:.‘) __;-L.lu_g‘fJ

 JsaY iy batameal o asbdl ST o UL U a5eeds

U R U R T R ERPRE TN IS
e B L dad WY el chSTU
sclaSe LAY

[ aatdl 0LAL Y
NostidCiy o

Jytadl &f-ﬁﬁ*uid*ﬂg s il (e Rl (t)
93 or s (oemnnn Jiinde o nll Y
Yl 2,6 3y e K el LY

_,d_)# ( ..-....) L}_,,_ tﬂ .J:»wjl'd_,wld.h (._.)
rhlpw o8 K g o (‘::“*-5 ‘:-_J_J:-'{("‘”)
T A

L;)‘L“ g}‘-kh hLa’l U...l-.-.u -'L.u.-# L.di'l J_’le).ﬁ( }

45:;‘,}]‘1 -lmliuh'ﬁ‘_glu)‘}l}-l O _;Y_}J(f

J‘thJ'“CL"N‘ C}F-i:.e_,,..- L_j!r Pl P - -'Llﬂlu..r

Lﬂ)l' Hs.i,.L}pr_,,.jlu .,__.,JJ..J.J‘('\ .....

A i ] Wl s dn g L U1 i ()
A-lﬂ-!-‘-uh\.'!_}l J‘ﬂ_pl L}d_}&}ﬁ{f ------ );ﬁr:ﬂu

(v }‘-{‘hL' 5'1*&’(::!1 3 e J—:‘_{k Veoors ']».JJT
R )

S IR P R | e S5 Y 550 Y {8)
VL GO R N

(8 WAy bl o g1 L e R UL TR 35 ()
(= );Jis (v e UL o5 L 5 aant o el
3 45 Ll gV el dika 2 h_;p PR
FR S BE ba o U LA ol BY JL..rdﬁ
é_;,‘»-ﬂ T S ._'U.‘:;“,EL':JI faa 3 1AL T.:_;.’L:_r!
CaALAY Gl g,

- T —



26

\xvzi;.._if_h..:;\(_j(._:.)i,_rc. i T LI ey | R VRS |

1

ARTICLE X

OFFICE AND SERVICE OF NOTICE

CONTRACTOR shall maintain an office in ARE.
. at which notices shall be validly served.

The General Manager and Assistant Manager shall be
entrusted by CONTRACTOR  with sufficient power to
carry out immediately and comply with all local written
dircctions given to him by the GOVERNMENT or its
representatives under the terms of this Agreement or any
lawful regulations issued or hereafter to be issued which
are applicable hereunder and not in conflict with this
Agreement.

All matters and notices shall be deemed to be va]id]:.r
served which are left at the office of the General Manager
during regular businese hours or which are senit to him hv

registered matl to CONTRACTOR’s office in A.RL.

Notices under Article XXI should be made by an
official legal notice.

All matters and notices shall be deemed to be validly
served which are left at the office of the Chairman of
EGPC duning regular business hours ar which are sent to
him by registered mail at EGPC’s main office in Cairo.

ARTICLE XI

SAVING OF PETROLEUM AND PREVENTION OF 1.0OSS

{a} Operating Company shall take all proner measures,
according to generally accented methods in use in the
oil industrv tn prevent lass or waste of petrolenm
above or under the ground in anv form during
drilling, producing, eatherine and distrhating or
storage operations. The GOVERNMENT hag the
richt to prevent anv oneration em anv well that it
might reasonably expect wonld result in loss or
damage to the well ar the oil field.

(b) Uman cnmoletion of the drilline of a prodnetive well,
Oinaratimeg Companv shall iofarm the GOVERN.
MENT or its renresentative of the time when the
well will be tested and the production rate ascertai-
ned. :

(¢) Excent in instances where mmitinle prodncine forma-
tinns in the same well can onlv be predvced econami-
cllv through a stosle -tubine. string  npetroleim
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(d) Operating Company shall record data regarding the

quantities of petroleum and water produced monthly
from each deveopment Jease. Such data shall. be
sent to ‘he COVERNMENT or its representative on
the special forms provided for that purpese within
thirty (30) days after it is obtained. Daily or week-
ly statistics regarding the production from the Area
shall be available at all reasonable times for exa-
mination by authorized representatives of the GO-

VERNMENT. ~

{¢) Daily drilling records and the graphic logs of wells

must show the quantity and type of cement and the
_amount of any other materials used in- the well for
the purposes of protecting petroleum, gas bearing or
fresh water strata.

Any substantial change of mechanical conditions of
the well after its completion should be subject to the

approval of the representative of the GOVERN-
MENT. o

ARTICLE XII

CUSTOMS EXEMPTIONS

" (a) EGPC. CONTRACTOR, Operating Company and

their contractors and sub-contractors engaged In
carrying on operations under this Agreement shall
he permitted to mport and shall be exempted from
customs duties, with respect to the importation of
machinery, equipment. vehicles, materials, supplies,
items and movable property,
certified bv a responsible rcpr:smtati:vc of EGPC.
to be used solely in carrying on operations under this
Agreement.

consumable when

(b} ‘Each expatriate eniplovee of CONTRACTOR and

Operating Company and -the said contractors and

sub-contractors shall be permitted to imnort and
shall be exempt from all customs duties with respect

to the reasonable immortation of houschold goads,
items and personal effects including one automobile;

provided. however. that such properties are import-
ed for the sole use of the employee and his family |

and provided. forther, that no such property import:
ed bv the emplovee shall be resold bv him in the

AR.F. excent in accordance with GOVERNMENT
regulations.
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(¢) The exemption provided in {a) of tins Article shall
not apply.to any importcd items, when items of the
same, or substantially the same kind and quality
are manufactured locally and are available for
purchase and timely delivery m the ARE. at a
price not higher than ten (10) percent more than
the cost of the imported item before customs duttes,
but after transportation and insurance costs have

been added.

(d) Any of the items imported into the A.R.E. cither
exempt or non-exempt from customs duties, taxes or
imposts under this Article may be exported by the
importing party at any time without the payment
of any export duty or impost. -

(e) Used but serviceable material, equipment and goods
resuldng from operations hereunder may be sold
within the AR.E. provided that the purchasers pay

the applicable customs duties, €axes or Imposts if
any. except if sold to an affiliated company of EGTC.

(f) Material, equipment and goods so damaged or
used as to be nonserviccable and which are classi-
fied by CONTRACTOR or Operating Company
as scrap or junk {anv such Contractor’s appraisal
heing subject to EGPC approval and any such
Operating Company appraisal being subject to

FCPC ‘and Contractor approval) may be sold as
scrap or junked without payment of custom duties, |

taxes Or Umposts.

¢j In the event of such sal under sub-paragraphs (€)
and (f) above. the proceeds from such sales shal be

divided in the followmg manner :

CONTRACT OR shall be entitled to retmburse-

ment of its unrecovered cost, if any, in such material |

ot equipment and the cxcess, if anv, shall be paid to
EGPC. |

) “Customns dutes”. as used herein. shall include all
duties. taxcs or imposts (except those charges paid
to the COVERNMENT for actual scrvices ren-

dered), which are payable as a result of the rmpor-
tation of the item or items under consideration.

. There shall be no licence required, and CONTRA-
CTOR and EGPC shall be exempted from any
duty, tax, fee or any other financial impost in re-
spect of the export of Petroleum hereunder.

At a reasonable time prior to the commencement of
Commercial Production EGPC and CONTRACTOR
shall meet and agree upon a procedure for schedu-
ling tanker liftings érom the agreed upon point of

rxport.
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(¢) CONTRACTOR shall submit to EGPC a Profit and

(@@ CONTRACTOR and/or Opcraung Company shall

-r |
1

ARTICLE XIIf

BOOKS OF ACCOUNT-ACCOUNTING
AND PAYMENTS

(¢) EGPC, CONTRACTOR and Operating Company

shall each matntam at their business offices in the
A.R.E. books of accounts, in accordance ‘with the
Accounting Procedure in Annex “E” and accepted
accounting practices generally used in the petrolenm
industry, and such other books and records as may
be necessary to show the work performed under this
Agrecment, including ‘the amount and value of all
Petroleun produced and saved hercunder. CON-
TRACTOR and Operating Company  shall keep
their books of account and accounting records in
United States Dollas. MATRUH shall furnish to
the GOVERNMENT or its representative monihly |
retums showing the amount of petroleum produced
and saved hereunder. Such returns shall be pre
pared in the form required by the GOVERNMENT,
or its representative and shall be signed by the
General Manager or by the Assistant Manager or
a duly designated deputy, and delivered to the
GOVERNMENT or its representative within thirty
(30) davs after the end of the month covered in the

returi.

(6, The aforesaid books of accounts and other books and
records referred to above shall be avajlable at all
" reasonable times for inspection by duly authorized
representatives of the GOVERNMENT.

Loss Statement for the Calendar Year not later than

March 15 of the foillowing year to show its net pro- |

fit or loss from the petrolewn operations under this
Agreement for such year.

CONTRACTOR shall at the same time submit

a vear-end Balance Sheet for the same Caltndar |

Year to EGPC.

ARTICLE XIV
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RECORDS REPORTS AND INSPECTION
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prepare and, at all times while this Agreement is in
force, maintamn accurate and current records of its
operations i1 the Area hercunder. CONTRAC-
TOR and/or Operatng Company shall furnish the !
GOVERNMENT or its representative, in conformity
with applicable reguiagons or as the GOVERNME-
NT or its representative may reasonably require, in-
formadon anddata conceming its operations under
this Agrecement,
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(6) CONTRACTOR and/or Operating Company shall | 34k Ul Wl 572,17, S\l kie , e (
save and keep for a reasonable period of time a |
mprﬂﬂtﬂtﬂ.ti\'ﬂ Poﬂim af cach S&.mplc ﬂf COres ﬂﬂd o' "H‘JLMYI L.J‘ JL&‘F‘J.C :'_.? ‘,Au 4...-_}
cuttings taken from drilling wells, to be disposed of | b padl fet Q50 WY oo a3 ,:-:..-11 Skl ods
or forwarded to the GOVERNM ENT or its represen- < s e b -y
wative in the maner directed by the GOVERN- | & AL tleds 5l il ""‘Jg:' O s
MENT. All samples acquired by CONTRACTOR | s[5 sl |- &ize ;) bl o, . @KL L
and/or Operating Company for its own purpose il samn poar Loioll Lol LLJL 413057
shall be considered available for inspection at any O dan el ks ol Yo A8l
reasonable time by the GOVERNMENT or its | <hally . Gz i1 KLl B jat s JTJ\,:IP
representative. Any such samples which CON- | 56055700 ) W oS '—" il s e
TRACTORK or Operating Company has kept for a T A 23 UII’ o iJt
period of twelve (12) months without receipt of in- | ©' 093 > (¥ ) f2 &l il bdml s il
structions to forward them to the GOVERNMENT | 3., 1,14 ke i K8 cain Sl ] |
or its representative or cisewhere may be disposed C TJ ll...Ji 1::;11 :6,":“ '}'Samd e Jﬂa;
of by CONTRACTOR or Operating Company at | o2 olotiest st 2 dsdios s
its d.I.SCI'EU.ﬂI]. . . 6{ L_._.:- L‘:D

(¢} Uﬂﬁ uthcms;kangc;lm bymbgPG lué:a.st of rl:x- s -IJBL.C.f.G roleh s lii{g,m'llﬁ 3 (=)
porting any rock samples outside A.R.E. samples PSP P, . < By
equivalent in size and qualsty, shall before such ex- JoF gl Gy 2 U (L‘f ol gaadl 4
portation be delivered to EGPC as representative . PR P PP WY L U T ‘l Loy ( LK
of the GOVERNMNMENT.

(¢} Ongnals of records can c!nly be exported with the | i 3L £ o LRy W | JJ#I_,.L.:: a2y (_,,)
permission of EGPC; provided, however, that magne- - S Al TL - e
tic tapes and any other data wiuch must be proces- 2 gl bl 4y bl 2 2 IR JJC
ffc:d or an_alyzcd outside the A.R.E. n:iay be cxportbj 13 LaJ.L.p_. I .n..h Ere CC__,L- ’L;.LL- _,1 Laslaz {-.L

a monitor or a comparable record is maintaine
in the A.R.E. and provided that such exports shall brds gt C‘-’L}"}UJEL}"“‘“-’U“’\‘L i
be repatriated o ARE. on the understanding that | .33 el T Lok ol Shoballein sbiy]
they belong to EGPC. -

() During the period CONTRACTOR is conducting el e U200 3 U gn Jh Al J%e (a
the exploration operations CONTRACTOR shali - ,; ' lﬁ.]a_.“ ‘i' £ 7 fﬂr‘_'s o ( )
permit EGPC through EGPC’s duly authorized | &7 b OF Gl dyal it
representative or employee to have full and complete | 2Ll .-5,Y) & el3alab TL A2 - -l
access to the Area at all reasonable times with the | X J_ ET ) kL‘:L?L ::J, iju‘wiﬁl
right to observe the operations betng coaducted and B by 3 Ut Bl g g r&l‘--"i &
to inspect all assets, records and data kept by CON- | g7 . JAd - e oW, ol ity 50!
TRACTOR. EGPC in exercising its rights under - o
the preceding sentence of this paragraph (e) shall l AR R "ﬁ: "”-’"‘L ;:Mi _L'“"*’h AT sl
not interfere with CONTRACTOR’s operations. .___.U...JI J‘""L it f"“" 275l s el

CONTRACTOR shall provide EGPC with copies PREMR AL o [_;'l ot T 0 ] 8,0 ey
of any and all data (mcluding, but not hmited to, | | 1) m
geological and geophysical reports, logs and well Ay 1 g4y *.’:'{JJ- A _ul"' 'f’j""‘"‘-‘ ‘---:j_.:
surveys), information and interpretation of such data | < sl K S ¢ (l{ﬂ#&’ 3 Sl C3
and information m CONTRACTOR’s possession. M ed : N<lh e Gkl o 1“
All such data and mformation shall be strictly con- |yl daprse 0N L;""}' - —
fidential and shall not be divulged by EGPC except | 4 L;“T Jl - 4 pa pw '---L)L‘”J AT AT =
to affiliated companies, or by the GOVERNMENT, | & {5 'L,.....m‘)' JU- 4.-U'| R P ) Y l,._...u‘ﬂ P
without the consent of CONTRACTOR while this
Agreement remains in force. However, for the | cts — -uh.‘ﬁ'l ala O e sk LA s, s
vurposes of obtaining new offers the GOVERN- al ¢ akas 2y Jo et Aoy ¢ hf:ﬂ 2% Mt
IIENT may show any other party gcophysical and L‘?“)""J‘l _,J.l 3 Ly J_J-'I Ll Je X1 b Ji ,..L,
scologicat data (the age of which is not less than one | \.151 ikl 3 s R
year) with respect to the Area adjacent to the Area | *2 P 3t g (sl gl fF J"‘
of such new offer ‘ J.--U-l Lf_,-“ Lkl
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ARTICLE XV
RESPONSIBILITY FOR DAMAGES

CONTRACTOR shall cntirely and solely be respon-
sible In Iaw towards third parties for any damage caused
by CONIRACTOR’s exploration operations and shall
mdermify the GOVERNMENT andfor EGPC agains:
ali damages for which it may be held Liable on account
of any such operations. - |

ARTICLE XV1

PRIVILEGES OF GOVERNMENT
REPRESENTATIVES -

Duly authonzed representatives of the GOVERNMENT
shait have access to the Arca covered by this Agreement
and to the operations coiducted thereoa. Sducn repre-
sentatives may exaoune the books, registers and records
of LUPC, CONTRACTOR and Operating ‘Company
and make a reasopable number of surveys, drawings and
tests for the purpose of enforcing this Agrecment. They
shuii, tfor such purposes, be entited to make reasomable
use or the machunery and mwstruments of CONTRACTOR
or OUperating Company on the conditton that no danger
or impodiment to the operations hereunder shall arise

divecdy or indirectly from such use. The GOVERN--

MENT indermnifies and shall reimburse CONTRACTOR

or Operating Company for any loss or damage which

may in fact result from any such use of said machinery

and instruments. Such representatives shall be given:

reasonable assistance by the ageats and employees of

CONTRACTOR or Operating Company so that none
of their activities shall endanger or hinder the safety or
efficiency of the operations. CONTRATUTOR or Ope-
ratine Company shall offer such representatives.all pri-
vileges and facilities accorded to its own employees in
the fizld and shall provide them, free of charge, the use
of reasonable office space and of adequately fumished
housing while they arc in the field for the purpese of
facilitating the objectives of this Article. |

Any and al. information obtained by the GOVERN-
MENT or its represcntatives hercunder  shall be kept
confidential with respect to the Area and shall not be

disclosed during the term of this Agreement without the
prior written ‘consent of the EGPC and CONTRAC-

l.TCPR-

ARTICLE XVII
CAVPLOYMENT RIGHT AND TRAINING
OF ARAB REPUBLIC OF )GYPT PERSONNEL
(a) It the desire of EGPC and CONTRACTOR that 7
operations heremnder be conducted in business-like

and efficient manner.
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(b)

@

()

()

(1) The expatriate administrative, professional and

technical personnel employed by CONTRACTOR

or Operating Company and the personnel of its
contractors for the conduct of the operations here-

under, shall be granted the residence as provided n

Law No. 89 of 1960 as now amended and the work

permit for aliens as provided for in the Ministerial

Order No. 9 of 1963 as now amended without pre-

judice to thc ARE. laws and regulations ‘refating

to public policy or public security.

(2) A minimum of twenty five (25) percent of the
combined salaries and wages of the expatnate
administrative, professional and technical per-
sonnel employed by CONTRACT OR or Ope-
rating Company shall be paid monthly in Egyp-
tan Currency. On final repatriation such per-
sonnel shall have the right to remit abroad mn
U.S. Dollars or other currencics the unused por-
ton of Egyptian Currency in excoss of twenty
five (25) percent of such personnel’s salary. |

CONTRACTOR and Operating Company shall select

its employees, and determine the number ¢hereof,

to be used for operations hereunder. .

CONTRACTOR shall, after consultation with EGPC,
preparc and carry out specialized training Programs
‘for all its AR.E. employees engaged in operations

hereunder with respect to applicable aspects of the

petroleum industry. |

CONTRACTOR and Opcrating Company will
undertake to replace gradually their non-executive
expatriate staffs by qualificd nagonals as they are
availlable.

During the period when CONTRACTOR is con-
ductingg Exploration, CONTRACTOR  shall give
mutually agreed numbers of EGPC employees an

opportunity to attend and participate m CONTRA-
CTOR and CONTRACTOR's affiliate training

programs relating to cxploration and development
operations.

ARTICLE XVIIf
LAWS AND REGULATIONS

CONTRACTOR and Operating Company shali be
bound by Law No. 66 of 1953 (excluding Artjcle 37
thereof} as amended by Law No. 86 of 1956 to the
extent not contradictory with this Agrecment and
the regulations issued for the implementation thercof
including the regulations for the safc and efficient
performance of operations carried out for the execu-
tion of this Agreement and for the conservation of
the petroleum resources of the AR E. provided that
no regulation, modification or interpretation thercof
<hall be contrary w or inconsistent with the provi-
stons of this Agreement.
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() EGPC and CONTRACTOR shall be exempted from

(<)

(d)

all taxes, except as provided i Article [T paragraph
(f) for income tidxcs, with rcspect to the cxtracting,
producing, ::xportilig or transporting of Petrolcum
hercunder. CONTRACTOR shail.also be excnip-
ted from any tax or duty on capital.

The rights ared obligations of EGPC and CONTRAC- |
TOR under, and for the effective term ‘af this Agree- ¢
ment shall be governed by and in accordance with !

the provisions of this Agreement aod can only be
altered or amended by the mutual agreement ol the

said contracting parties.

Contractors ﬁncl ﬁub—mﬁtmctﬂrs of CONTRACTOZR -'

and Operating Company shall be,subject o the
provisions of this Agreement which affecte them.
They shall also be bound by all regulations whach
are dudy issued by the GOVERNMENT from tun
to ume. ¢

ARTICLE XIX

T RIGHT OF REQUISITION

(@) 1n case of national emergency duc to war or immment |

f

(d)

expectation of war or internal causes, the GOVERN-

MENT mav requisition all or a part of the produc-
tion from the Area obtained hercunder and require

QPERATING COMPANY to increase such produc-

tion to the utmost passible maximum, The GOVER-

NMENT may also requisition the oil ficld itsclf and,
if necessary, rclated facilities.

except after inviting EGPC and CONTRACTOR or

(b) In all the cases, such requisition shall pot be cffected

their representative by registered letter, with acknow-

ledgement of receipt, to express their reviews with
respect to such requisition. '

-(c) The requisition of production shall be  effected by

Ministerial Order.  Any requisition of the oil ficld
itself, or any related facilities shal, be cliected by

a Presidential Decree duly notified to EGPC and

CONTRACTOR,

[n the cvent of any requisition as provided abave, :
the GOVERNMENT shall indemnify in full EGPC

and CONTRACTOR for the period duning which
the requisition is maintained ncluding :

(1) All damages which result from such requisition,

|
|
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(2) Full payment cach month for all petroleum ex- |

tracted by the GOVERNMENT less the royalty
share of such oil.

Howcver, any damage resulting from enemy attack
1s not within the meaning of this sub-paragraph (dj.
Pavment hercunder shall be made to CONTRAC-
TOR in U.S. Dollars remittable abroad. The price
paid to CONTRACTOR for petroleum taken shall
he calculated in accordance with Article VIT para-

graph {c).
ARTICLE XX

ASSIGNMENT

(2) Neither EGPG nor CONTRACTOR may assign to

a person. firm or corporation not party hereto, in
whelt or in part, any of its rights, privileges, duties
or obligations under tlus Agreement without the
written consent of the GOVERNMENT. However,
cither EGPC or CONTRACTOR shall be free to as-
sign ity rights, priviieges, dutics and obligatons under
this Agreement to an affiliated company; and provi-
cded, further, that the assignee shall be as qualified
as the assignor with respect to its technical and fma-
acial competence and cxcepung assignments o as
signees wholly owned by CONTRACTOR, GOV:

ERNMENT apprava’ to the assignment shall be

first obtained.

(b) In the cvent that EGPC or CONTRACTOR. wishes |

to assign. in whole or in part, any of its rights, privr
lcges, duiles or obligattons hereunder as aforesaid,

the written consent thercto of the GOVERNMENT

shall not b arbitrarilyv withheld, To cnable con

sideration ta be given (o any request tor such con-
sent, the following conditions must be fulfilled.

{1) The obligations of the assignor deriving from this
Agreement must have been duly fulfilled as of
the date such request is made, or assignor and
assignee jointly and severally guarantee fulfiil-
ment of any unfulfifled ebligations of assignor
in  accordance with the terms of  this

Agreement.

(2) The proposed assignec or as:ugm.t:s must produce
reasonabie evidence to the GOVERNMENT of

1ts ur their financial and technical competence.

he instrument of assignment must include pro-
visions stating preciscly that the assignece is bound
bv all covenants contained in this Agreement
and any modifications or additions 11 writing
that up to such time may have been made. A
draft of such instrument of assignment shall be
submitterd to the GOVERNMENT for review
and approval before heing formafly executed.

(3)

—_—
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Ay assignment ~ ade pursuant to the provision
this Article shall be free of any transfer oOf rclated

raxes, charges of fees.

()

ARTICLE XXl

BREACH OF AGREMENT AND POWER 10 CONCEL

(a) The L}OVERNMENT <hall have the right to cancel
this Agrecment by order Of Presidential decres with
respect 1O GDNTBACTOR, . the following |

instances °

) {alse statemenis 1

o the GO
<onsideration for the execytion of this Agr

oy 1t assigns
the provisions

(

|

decision |

|

it does not comply with 20y {inal
ceached 2s the cesult  of eourt procecdings

Article XX1H1 paragraph (@) |

+

(5) I . intentionally extracts any
Petroleum not authorized DY this Agreement. O
without the authonty of the GO‘JERNME.NT \

except such exqractions as may be unavoidable

a5 the result of operations conducted hereunder :
industry |

ted petroleutn
1 be notified 10 the

!
mincral other than !

it represeptalive as SOOD !

breach of this Agree
No. 66 of 195% i
' not |
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H the CGOVERNMENT dens  that one of the

-I:J

Cforestid - canses {uther than a lorce majeurt causc |
W11 hervol), exists 1o cancel

Lferred 0 i Avticle
COVERNMENT  shall gIve
CONTRACTOR  ninety (90)) dlays written notice
pursonally served on CONTRACTOR S (encral
Manager e legally official manner and receipt
of which acknowledged by him or by his legal
agents, to remedy and remove such casuse, but if for
any reason such service is impossible duc to annotificd
change of address, publication 1n the Official Joumnal
ol tw GOVERNMENT of such notice  shall  be
considered as vatidly
f ar the ond of the said ninery ($0) days otce
puriod such cause has not been remudied and remo-
ved, this Agreement may be cancelled forthwith by
Order or Presidential Decree as aforesaid, provided,
however, thar if such caust,

Ui .-\grwmnu, hte

<his Agreement shall

Jdon of one patty, canceliauon of
party anc not as

y effective only as against that
.gainst the other party hertto.

¥
allowrd W Pemove

{¢) CONTRACTOR shall b

hwlongings from the Area ol am lcasc cancelled

fhereunder after sereling 261 claims due © the GOVER-

NMENT.
ARTICLE XXUi

PORCE MAGELRE

i The noi-performance or

obligation under this Agreement shall be cxcused f

2l to the extent that such non-poriarmance or delay !

.\ caused by force majeur,  lhe perxd of any. such
non-performance of delay together with such period

as may be necessary far the restoration of any damage

dewe during such deiay, shall be added to the tanc
given in this Agreament for the petformance of sucil
abligation and for the perfortaance of any obligatwm

dependent. thereon

mene hut nniy with vespoot 0 the blocks affected.

~Farce: Majeure,
XX,
the GOVERNMENT ot the

EGYPT {or the GOVERN

whether prosnuigated - the form of a law or other-

wise. ar anv act of God, insurrection, riat. war, stnke,

~nd other labor distarbances, Fires. Floads or any other

served upon CONTRACTOR, |

or the failure to remedy
L TemOve such Cause, reselts from any act oF omis- |

1s

o delay an purfm'rnmn;u bv !
FGPC and CONTRACTOR, or cither of them of aoy |

and to the wrms of this Agree-

within the meaning of this Article :i

shall be anv order. regulation or direction of °
ARAB REPUBLIC QOF |

MENT of the UNITED
STATES with respect to the CONTRACTOR]

—
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cause not dure 10 the fault or negligence of EGPC or
CONTRACTOR or cither of them, whether or not
similar 1o the forcgowng, provided that any such cause
is beyond the reasonable control of EGPC and CON-
TRACTOR, or either of them,

(e} Without prejudice to the abave and except 2s may be

()

(a)

(6)

otherwise provided for herein, the GOVERNMENT
shall mcur ne responsibibity whasocver o EGPC and
CONTRACTOR, or vither of them for any damages,
restrictions or loss arsing in consequence of such case
of force majeure, except a force miajeure caused by
the onder, regulations or direction of the GOVERN-
MENT of the ARAB REPUBLIC OF EGYPT.

I the faro ajeure ovent accurs during the mial !.

exploration period ar any extension thereot and
cantinues i cffect for a- peood of rwo (2) years,

CONTRACTOR shall have the option upon ninety
(8C" days prior written notice to EGPC to ermnate

its obligations hereunder without -further liability of
anty kind and), if still in force, the Guaranty contained
in Amnex ()7 herero, shall be automatically cancelled
and EGPC shall so notify the Bank to reiease the

ﬁttﬁrﬂﬂt‘_f.

ARTICLE XXII1

DISPUTES AND ARBITRATION

Any disputc arising between the GOVERNMENT

and the partics with respect to the interpretatiot,
application or execution of this
referred to the jurisdiction of the appropriatc A.R.E.

Courts. :

Anv disnute arising between "CONTRACTOR and
EGPC in contiection with the présent Adreement

shall be finally settled by arbitration. The arbit- |-

ration shall be held at Stockkholm. sweden, and coa-
ducted in accotdance with the Rules of Conciliation
and Arbitration of the Interhatiorial Chamber of
Commerce. In the event: of a0 provisions bemg
made’in these Rules in catiin cases the Arbitrators
shall cstablish their owh procedures.

[c) The arbitration shall bt initiated by cither party

eiving notice to the other party that it clecty to refer
the disphte to artiirasion and that soch party
Mhereinafter referred to as the Fivst Partvl has appo-
inted an Arbitrator who shall be identified in said
noticc. The other partv {herrinaftet réfecred {0 as
the Second Party). within fiftten (15} davs, shail

‘notify First Party in writing, identifving the

Arhitrator that it has elected,

Agreement, shall be |

—t —

| —
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(Y 1 the Second Party clocs not appoint 1ts Arintrator
the nght ©

the Intcrnational |

the First Party shall have
Court of Arbitration of

to appomt

ns foresand,
apply to the
{ hamber of Commcrce

vator,  Lhae two arbitratars

a sccond arbit- .
chall, within thirky (30)

davs, select a third Arhitrator, failing which the third

Arbitrator shall be appoinfed by the Court of

rration of the
.t the request of either party.

e T chired Arbitrator must be 2 cizen

ARLE or
relations with both the

other than the
which has diplomatic

anc the

.y the ail business of the A.RE. ar

the signatorics hereto-

(i The partics shall extend to the arbitrator

uons) for obtaining any nformation
proper determination of the dispute.

o+ default of any party o the

he permitted 0 prevent o7 hind

procedure in any or all of 1ts stages.

{g) Pending the decision 0T

activities which have given Tl

need not be discnnti,nueﬂ.

or award rCCOZMZCS
provisions May be
as may apprnpriau*ly he made 0
planant. |
(h) Judgment 1 the award
any Court having jurisdiction ot apphcation

made to such Courtt for a judicial acceplance of
the case may |

Jward and an arder of enforcement, a3
be.

() The partics desire
and awards shall
with.

The provisions of
rion shail cofitinuge in

 mmnation of this Agrecment.

(k) PRINCIPLES OF

{n

principles of
account
tor such rabitration shall be
interpreted and
of law commx

i the absence of such
conformity with the principles of

tor the ARE.
common principic

Intermational

~hich have heen applicd by

Board all

facilitics (including access to the petroloum  Operas
roqurested for the

The absence

arhiu‘atiﬂn shall not

er the arbitration |

award, the npcmtinns o
se to the arbitration
in the cvent the decision
chat the complaint was justified,
ade therein for such reparation |
favar of the com- .

this Agreement relating to arbitra-
force nutwithstanding the ter-

their diffcrent nationalities, this Agreemerk |
given effect and shall be
applied 10 ~onformity with principles .
and the US.A. and
then In |
taw pormally reco-

gnized by civilized nations in gencral, including thosc
Trbunals.

AThi- !
Intcmntmna! Chamber of Commercs: !

of a country '\
the U.S.A. and a country
ARE. |

(J.S.A. and shall have NO CCONOMIC interest 1
the U.S.A. nor \

|
l

rendered may be entered in !
may be |
the |

that, wherever appropriatc, decisions |
1 » . i
spfclf}r’ a time for cmrq)hancf. there-

I

GOODWILL-The signatories basc |
this Agrcement 00 the l
faith. Taking nto |

!
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ARTICLE XXIV (O 2y 4n 13l

STATUS OF PARTIES | AUB W G gl (_'j’)“

The righs, duties, obligations and liabilities in res- | Lyl Aol U ety DLW, Syl G)al (1)
;-:FL": 3‘_,1_,,.-14: _{&_,'-d...u.-i.'- J_*:-": i':iu:\“ sds 3 J;'LEHJ

pect of EGPC and CONTRACTOR hereunder shall
be several and not joint or collective, it being under- |

stood that this Agreement shall not be construed as |l g6 i S5 YL o ot T A Gl
constituting  an  aseciation  or  corporation  or P i,“ I AR R PR
partnership. et gt H a8 § pvs? IR o ol S g0

ARCQO shall be subject o the laws of thf;‘SIB.‘l.t of | {38~ Visamdi Y b s a%aa Yy il ol _;:}i,:ﬂi
Defaware, U.5:A., regarding its legal status or crea- | o~ b 1 - A R
tion, organization, charter and by-laws, shareholding | L,.::‘Y, [,...:_...- m"wﬁ L‘“‘; ’ Lﬁﬂir . UL;
and ownership. CONTRACTOR'S shares of capital | peely - e Gpimy LAL ol ool 1830y 1LY

Ugls 5ot Vg W0t 5 QL i b Gyl Jle A,

which are enuirely held abroad shall not be negotia- |
5 Vy (fop g ) S W AT N Y ki e Y,

ble in the ARE. and such shares of capital shall
d‘bu‘.ﬁjﬁ sy ( &,r,a)df-;ﬁ'&;ﬁ g;‘l,.lc.

not be subject to any tax or duty in the ARE.
ARCO shall be exempted {rom. the application of

. ri;;;_,iti]?; Sty 1438 &t vy l‘;‘j NT ;'5:'-?
LAy

(4)

Law No, 26 of 1954, as amended and Law No. 9
of 1964. as amended. | :

)
ARTICLE XXV ;
LOCAL CONTRACTORS AND LOGALLY-

MANUFACTURED MATERJIAL

[ ety Aemal 35000 )
L_.Li'- h_;'rq.aﬂ J‘}Lb QJ#‘ ,_)',Lgl?dt

- L rr_}_,{i,, J] { h;,,I:L.-.“: il ';S;.iﬁj‘ JJLEHJJ *'-“"F'._
' " '}!L;IFLAC Lji_:"'m

]
1

CONTRACTOR Or Op&mtﬁ:g Company, as the case
may be, and their contractors shiail -

r
—_—— g N By —— I

S el il ]y oaddd o\l d 413 aMeel (1)
LY LSLSAE, Ll oW B2 3l dad
Sl - Pt t.,flﬂ TRY - Slaol s L.L"-;H
SABE 0b Jbe A1 gey o U asltdl oVl &),
SETAN I A P ISR T N S e P
o e d S1st N oy Gp Olibis
“ . AhAey
AN SR S U deyalt 3 LW e ()
At gy iy bt b o W ads b AT W A
S hE M My YT bl S e L
AP PRE P AR PR Y d[idn:'-c; RRPRRE Y

(a) Give priority to local contractors with special conside-
ration w0 General Petrolesm Company and other |
wholy-owned subsidiaties of EGPC, as loug as their |
prices and performance are comparable with inrera-
tional prices and performance. CONTRACTOR

‘and Operating Company shall, however, subject to
the preceding sentence, be exempted from the prowi- |
sions of Presidential decree Noo 1203 of 1961 as
amended. '

—_— e .,

(b) Give preference to locally manufactured materials,
equupment, machmery and consumables so long as
their quabity and: time of delivery are comparable |
to intemationally available matcrials equipment,
machinery and consumables. However, such mate-
rials, ecquipment, machinery and consamables ﬁh}'

be unported for operations conducted hereunder if
the local price of such iterns at CONTRACTOR'S
or Operating Company’s operating base in A.R.E. is
more than ten {10} percent higher than the price '
of such imported jtams hefore austoms dutiss, but
after transportation and insurance costs have been
added. |
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ARTICLE XXV

ARARIC TENT

Flie Arabie version of this Agt‘t‘cﬂlﬂﬂt shall, bufore the
Courts of AR L., be refereed o 0 c:nnstming of mter-
preving this Agyeemeat; provided, however, that e any
arhitration pursuant to Article XX heveabove between
FOGPC and CONTRACTOR the English version shall
afse be used o construe or anterpree the ﬁgﬁfﬁmmt.

ARTICILE XXVIL

(GAS

If Gas is produced or capable of being produced from
the Arca EGPC and CONTRACTOR will susdy all pos-
gible economic alternatives for its use and decide on the
best Biternative for EGPC and CONTRACTOR jointly.
The cost and vxpenses-in the Feid of producing nonas-
sociated gas shall be recovered in accordance with the
Cost Recovery principles of Article VII.  Production Sha-
ring principles of Article VII shall apply to the wellhead

value of associated and non-associated gas if sold. for ex-
port and not used in operations, flared or re-injected.
However, any Gas nat exported outside the ARE. in
liquid or solid state, or not used in Petroleum operations
shall remain the property of the A.R.E. and shall be at
the free disposal of EGPC and may be utilized by EGPC

at its sole cost and risk but EGPC shall not be liable for
paymeat to CONTRACTOR for any costs or expen-

ses respécting any past operations of CONTRACTOR |

related to Gas

..H»RTI'GLE XXVITl

RENERAL

The headings or titles to tach of the Asticles to this |

Agreement are oldy for the convenience of parties
hereto and shall not be used with respect to the intrrpreta-
tioh or constriction of sad Asrticles, |
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Thas Agreement Jall not be
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DESCRIPTION OF THE TERRITORY

E.GPC. — ARCO
MATRUH AREA

Anncx “‘B” is a map on the scale of 1 : 1,000,000

cluding the Area covercd and affected by this Agree- |

ent and it is described as follows

[t is composed of all, or part of, thirty six (36) Explora- |
ya Blocks, each of which is six (6) minutes Latitude
s six {6) minutes Longitude, approximating one hundr-
1 {100} kms'.

This Area is bounded by a hne which commmences at
oint “1”, which is the point of intersection of Longitude |
40 19* east of Greenwich with the mean water mark of
e Mediterranean shore of the AR.E.

. e

thence south to point “27 at :
Lat.  31°. 18 00" N and
long. 27° A 10 AR |
thence cast to point "3 at !
I|
Lat. 31° 18 00" N, and
Long. 27° g 00 E.
|
thence south to point “4” at
Lat. 31 o0 007 N. and
Long. 27° & 007 E.
thencc west to point 5 t0
|
Iat. 31 00 00" N and .
Long. 27 o 00” E. 1
thence north to pomt "6 at :
Lat. 31* 127 00" N and
Iong. 277 OO 00Y E.
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thence west to point “7% at -

Lat. 31T 12 ™ N. and
Long. 26 54 00" E.
thenee nocth to point 87 at -
Lat. 3 18 00" N. and
Long. 26" 54 00 E
thence west to pomy 97 ap
Lat. it 18 00" N, and
Long. 28" 36 Q0¥ E,
thence south w pont 107 at -
Lat, 31 12’ 00 N, and
Long. 2¢° 36’ 0’  E.
thence west to pant “117 ar -
La:. 31 12 00 - N. and
Long. 26" 06 00 E.
thence north 1o pemnt “127 at
Lat 3 M 00" N. and
Long. 26° 06 M” E.
thence east w pomt ‘137 at ¢
Lar, RIS 3 00 N and®
v\ Long. 26° 18 00" L.

thence north to point 147 which is at the intersection
of the mean water mark of the Mediterrean shore with

Long, 26 i 00 E.

thence casterly along the mean water mark of the

Mecditerranean shore to point “1”, which is the point of
heginming, coataining an Area of approximately 3320

square Lilorneters.
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ANNEX ‘B

PETROLEUM AGREEMENT
MATRUH ONSHORE AREA

BETWEEN
AR E GOVERNMENT
B
£G PG
8
a RCO
ntQ CRprex 3320 Kmsi
within 36 Expioration Blocks
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. ANNEX “C”
LETTHR OF GVARANTY

197

Catro,

LETTER OF GUARANTY No.
LGYPTIAN GENERAL PETROLEUM CORPORA-
TION.

Gentiemen

The undemsigned, Nauonal Bank of Egypt, Cairo, as
Guarantor, hereby gvarantees to 'the Egyptian General
Petroleurn Corporauon (hereinafter referred 0 as EGPQ)
to the limdt of seven million ($7,000,000) Dollars in ULS,
currency the perfornance by ARCQO Egypt Inc.  {herci
nafter referred to as Contractor} of its obligations required
for explorauen aperacions to spend 2 monimum of seven
million ($ 7,000,000} U.S. Dollars during the imtial four
(4) years of the exploration period under Article IV of
that certain Concession Agreement (hereinafter referred
to as the Agreement) covering that Area described in Anne-
xes AT and “B” of said Agreement, by and between the
Arab Republic of Egypt (hereinafter referred 1o as A R.E.),
EGPC and Contracior dated

it s understood that chis Guasanty and t.ht lability
of the Guarantor hercunder shall be reduced quarterly,
druing the period of expenditure of said severn million
(37,000,000) U.5 Dellars by the amount of mohey
experided by Contractor for such exploration operations
during each such quarter. Each such reduction shall be
established by the joint written statement of EGPC and
LConrtractor. -

In the event of a claim by EGPC of nun-ptrfnmmct
or surrender of the Agreement oa the part of Contrictor
prior to the fulfillment of wid mwinimum expendityre
obligauon under Article IV of this Agreament there
shall bc no liability on the undersighed Guarantor for
payment o EGPC unless and until such liability has been
established by written statemnens of EGPC setting forth
the amount due under the Agreement.

It is 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 wrting by Contractor and |

EGPC that the Agreement between Coatracior,
A.R.E. and EGPC has become effective according
to s terms, and said Guaranty shall become
eftective on the Effective Date of said Agreement.
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2y This Letter of Guaranty <hall iy ove,

automiatically oxpire

(a) Four (4) vears and six {6) months after the
date 1t becomes effective, or

(&) at such time as the total of the amounts shown
on guarterly joint statements of EGPC* atd) |
Coptractor equals or excecds the amount of
sad minimune expenditure obligation,

*

whichever is carlier.

n  respect

(33 Consequently, any claim
should be made 10 the Guarantoer prior to cither |
of said expiration date at the fatest accompatised
by EGPC's written statement, setting forth the |

amount of under expenditure by Contractor 0

theréof ;

thhie effect that: _ -

(a) Cantractor has failed 1o perform 1t

expenditure obligations referred to in  this

Guaranty, ind

{6) has faied 10 pay the cxpenditure clt‘.fi{:.imcy
w EGPC.

\We declare that on ssuing this Guaranty we did not
xceed the Hmit of total Guarantics which we ar entitied
to Issue as per Ministn of Economic’s letter No.

dated o197

e e A B "y e il BN ¢ i e _ , e B [ S .

Please returm to us this Letter of Guaranty in the event
'« dacs not beeothe effective, or upan the oxpiey date.

e r— -

-,

Yours farchfully,

For the National Bank of Egypt

e —

- —_——— - o

ACCOUNTANT AMANAGER

\&Vf‘,‘i-u--_‘—-—-‘i_:-'d(u>ijc; iﬁ JJ..;-.“

g A ol — - e e

[
L I ¥

— A e

el .

an—

-

o L b Gleall Ul B e (v
S el o e é;b{r‘ 23 Ly ol g (t )C:JT (1)

AN WA s B Y b TR
3 e h sl Y
. Jf"i o U

bl o dleg Ol e 3 Adllen T O Jidl 5 (1)

b w e SN e Ol Ll WASE 2 6 e
cadages J A i a. & &:\.\ A3 JM__L..:_;H T

5 il s g G all SN B LA BT (1)

w30 Y iy el g el C’hr"\l ﬂ(;.‘_..}

54 3 il g8 A5l L e bl
7okt *‘.'i) shad¥l o5l kS o g 1nlael W

A1 2l b e 130N Baplallestlan date e f

s Uil f g call L}p‘ﬁ Ll e

PN

A




R L L I O PY £4 2t L Al fHau it ¢ v

27
(: ) L;»Jl\
ANNEX “D*
CHARTER OF MATTRUH PETROLEUM CODMPANY
- i EJJ_;‘-U C_,_,Lu :S;.:

A jomt stock company having nationality of the ARAB / Eratr b el er fis Jod I S
. o - . o e

REPUBLIC OF EGYPT shall be formed with the authox-

wation of the GOVERNMENT in accordance with the | @ LW LA e, ¢ e el mrﬁ.yu Vi

provisions of the Agreement referred to below and of |~ ) ' e
¢ ha

this Charter.

U!'(C. ¢ C)dﬁjhnébu}u:ifﬂ uin éfqﬂﬁ-ﬂ.i'-.
ul:.ﬂl_,.u.li.urim.‘ @ﬂgwt}m oa i ey y

The Company shall be subject to all {aws and regulations i
in force it the ALR.E., 10 the extent that ssch laws and
regulations are not inconsistent with the provisions of this
Charter and the Agreement referred to below.

f
l
| (bl

ARTICLE 11

The name of the Company is “MATRUH PETRO- | » AR dh ) - € r e
LEUM COMPANY" otherwise abbreviated as “MATR- CJJL 7 Il SRV C-’-’h‘ g 'S;J]f'

I

UH.I'I ;I
SRTICLE III | (1)
The Head Office of MATRUH 'shall bc n Cairo In th
ARE. T ARG e e 5;11 T e
ARTICLE 1V IJ (1._.1_}1 5Ly
The object of MATRUH is 10 act as the agency through | %3, i e il T 0 AETCE

which EGPC and ARCO Egypt Inc. carry out and conduct
the Development Operations required i accordance with P s 1:--4213' J-” dnecl LLF..:---! ' -L-.- .djfu- s ',f,

the provisions of the Agreemnént stened on the

by and between the ARAE REPUBLIC OF EGYPT, thc { S "J}‘* e by By 3 i U LYY

EGYPTIAN GENERAL PETROLEUM CORPORA- 2y . .
A v ot e Sy A Lttt g

TION and ARCO EGYPT INC. vovering petroleum ! _
operations in the Onshore Arca described therein. + GV A G ] ek ,_; U AT
MATRUH shall alio be the agency 10 carry out and | ¢ )k au 1 oLdl, 2 o DA L i) 05 e 1

cofiduct exploration operations after the date of Commer-
¢ial Dlsmvcry pursuant to the Work Program and Budgﬂ j { WY Uiy gl Gty | a5 ELA il ol steSY
approved in accordance with the Agreement. ] L

MA TRUH shall keep acoount of all costs, expenses and | liadl, -, 1, ot 205 1o o ke el
" d B §inte

expenditures for such operations under the tenms of the |
Agreement and Annex “E” thereto, - B G (e ) el by Y i ;.;:..LLJ.-U

MATRUH shall not engage in any business or uader- ; el il 502
take any activity beyond the performance of said i (=% 4% bla *""Li""" JTJ’PJIJJJQIC!JHUJ
. l-‘ITlJ.’s,Jll t.-il;'pu

operatioas.
|
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ARTICLY. V \

The qathenzed capuad of MATRUH 15 tweniy thousand
peaneds Bevpoan (1L.5.20,000) divided into five thousand |

(30, shares of common stock with a valuce of four pouruds |
+) per share having cqual voting nghts,

Favptae {10
fuify paad up and non-assessable,

" EGPC and ARCO shall each pay for, hold and own,
hroughout the Hfc of MATRUH referred to above one

|
|

|

el g - " -_

alf {1/2) of the capital stock of MATRUH provided -

hut only in the event that either party should transfer

r assign all its rights. dte or intercst in the entirety of

aat Agreement may such wansferring or assigning party

ransfer or assign anv of the capital stock of MATRUH
i, such transferring or

and its successors and  assigns}  must
ssign a stock interest it MATRUH equal to the transterred
W asa;tgncd prrcentagye of l:-wnfrﬂhlp mterest i the entyrety

f the Agreement referred to.

in the event,

vransfer  and

ARTICLE V1
 MATRUH shail not own any right, tide, interest or
state in or under the Agreement or in any development

case created thereurkior or i any the petroleum producced

AsIgHY  parey

rom any oxploration block or development Jease area
hereunder or in any of the assets, cquipment or other j

yroperty obtained or used m conncction therewith, and

hall not be obligated as a*principal for the financig -

« performance of any of the dutles or obligations of |
dther EGPC or ARCO under the Agreement. MATRUH

hall not make any profit from any source swhatever,

ARTICLE VII

MATRUH shall be no more than an agent for EGPC
nd ARCO. Whenever it s indicated hervn  that

MATRUH sha)} decide, take action or make a proposal
nd the like, it is uaderstood that such decision ar judge

acnt is the résult of the decision or judgement of ARCO, or |

.GPC and ARCO, as may be required by the Agreemont,

ARTICOLE VI
'MATRUH shall have a Board of Directors consisting

{ eight (8) members, four (4) of whom shall be designated |

y EGPC and the other four (4) by ARCO.  The Cha-
man shall be designated by EGPC and shall also be
Managing Director. ARCO  shall  desigmate
Jencral Manager who shall aiso be a Managing Director.

!
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ARTICLE iIX

Mectingss of the Board of Directors shail be valid if a
majority or the Directors are present and any decision

taken at such meciings must have the afiiomatve vote
of s (6) or more of the Directors; provided, however,

that any Director may be represented and vote by proxy
held by another Dairector.

ARTICLE X

General meeungs of the sharcholders zhall he walid
if a majority of the capital stock of MATRUH is represent-
¢d thereat. Any deossion taken at such meetings must
have the affuwmatve vote of sharchelders owning or
representing a. majority of the capital swock

ARTICLE XI

The Board of Directors shall approve the regulations
covering the terms and conditions of employment of the
personnel of MATRUH employed directly by MATRUH,
and not assigned thereto by ARCO and EGPC.

- The Board shall, in due course, draw up the By-Laws

of MATRUH and such By-Laws shall be effective upon
bewng approved by a General Meeting of the Shareholders,
n accordance with the provisions of Anicle X hereof.

"ARTICLE XII

MATRUH shall come nto existence within thirty (30)

davs after the date of Commercial Discovery as piovided |

for in the Agreement.

The duration of MATRUH shail be for a perjod cqual

to the remaining term of the said Agraoment, including
any extensions thereof,

It shall be wound up and liquidated if the Agreement

referred to abave is terminated for any reason as provided
for therein.
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ANNEX “E'" | (n) >3
ACCOUNTING PROCEDURE P -l
ARTICILE T (J_,‘jl u{...li)
(ENERAL PROVISIONS ahlo FB:‘I
1. Dﬂ'fmi-tlﬂﬂ.ﬁ ; : .._',',_;Ln._. J-. _—

A) Thedeficitons contained in Article 1 of the Con-
cession Agrecment shall apply to this Accounting
Procedure and have the same meaning. . Certain
accounting terms heremr used are defined as
folloms

(1) “"Agreement” means the Concession Agree-
ment of which this Annex is a3 part,

‘Non-Operator” means the parties to the

(2 -

Agrecrnent other than CONTRACTOR

when it is performing work.

2. Statements of Actwity :
A) GCONTRACTOR or Operating Gotnpany as the " 3 dl}"‘ﬂ e & ..__,LL._JL J.:la."

case may be shall pursuant to Article IV of the

Agrecent, render tw  Non-Operator within |

twenty-five (23] days of the end of each quarter
a Statement of Exploration Activity reflecting
all charges and credits related tothe Exploration
Operation for that quarter summarized by ap-
propriate classifications indicative of the nature

thereot.

B) Qperating Company shail render to EGPC and
- CONTRACTOR within twenty-five (25) days
of the end of each month a Statement of Deve-
lopment.  Activity reflecting all charges and
credits related to the Development Operations

for thas month summarized by appropriate clas-
sifications indicative of the nature thercof except

that items of controllable material and wnusual §

charges shail be detailed.

3. Adjustments and dudits :

Each Staternent of Exploration Activity shall
conclusivelv be presumed to be true and correct
alter three (3) months following the receipt of
each statement by EGPC unless within the said
three {3) months EGPC takes written exception
thereto pursuant to Article I'V (£} of the Agree-
ment. During said three (3) mouths period
supporting documents will be availahle for ins
pecion by EGPC  during all working hours.
CONTRACTOR will have the same audit
nghts on Operating Company staterpents s
EGPC under this sub-paragraph.

)
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B} Al Statements of Activity for Development for
any Calendar Year shall conclusively be presu-
med. to be true and correct twenty-four (24)
months following the end of auy such year unless
within the said twenty-four {24) months period
FGPC or CONTRACTOR takes waitten excep-
tion thereto. Pending expiration of said tweaty-
four {24) months EGPC or CONTRACTOR or
hoth of them shall have the nght to audit
Operating Compatiy accounts, records and sup-
porting documents for such year m the same
manner as provided in Article IV (f) of the

Agreement,
4, QCurrency Exchange :

CONTRACTOR’S books for Exploration and Opera- |
ting Company’s books for Development and Explora-

tion, if any, shall be kept in the AR.E. in U.S. Dol-
lars. Aill U.S. Dollar expenditures shail be charged
in the amount Etpﬁldbd. All Egyptian Pounds ex-
penditures shall be translated t US. Dollars at the
official buying rate of exchange issued by the Central
Bank of Egypt on the first day of the month in which
expenditures are recorded, and all other opon-US.
Dollars expenditures shall be aanslated to U.S. Dok
lars at the buying rate of exchange for such curreucy
as quoted by National Westminster Bank Limited,
London at 10 : 30 am. GM.T,, on the first day of

the month in which expenditures are recorded. A |

record shall be kept of the exchange rates used in
transtating Egyptian Pounds or other non-U.S. Dollar
expenditures to Deollars,

5. Precedence of Documents ;

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

provisions of the Agrecment u-eatmg the same subject |

differentdy, then tht provisions of the Agreemngnt
shall prevail.

6. Revision of Accounting Procedure :

By mutual agreement betiween EGPC and CON-
TRACTOR, this Accounting Procedure may be
revised from time to time in the light of future ar-

rangements.
7. No Charge for Interest on Inpestment :

Interest oo Invesanent shall not, at any time, be
charged as recoverable cost under the Agreement.
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CTOR shall alone bear

Company,

dance with articic V1L of the
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ARTICLE 11

Subject to the provisions of the Agreement, CONTRA-
and, directly or through .Dprcratiﬁ#g
pay the following costs 20d eXpenses, which

coste and eXpeILses chall be classified and treated m accor-

Agreement -

Surface Rights :

A'] direct cost attribu cable to the acquisition, renewal
or relinguishment of surface rights acquired and main-
rained in force for the Area. :

Labor -

Salaries and wages of CONTRACTORS o
Operating Company's employees, 2s the casc
may be, directly engaged in the various activi-
ties under the Agreement including salaries and
wages paid to geologits and other employecs
who are temporanly assigned to and employed
in such activities. ' |

4)

B) Costof living and housing allowances, and other

customary allowances applicable to salaries and

wages of national employecs chargeable under

he samu sub-paragraph 0.A, paragraph 9. and
sub-paragraphs 1A and 11.C of this Article 11

cuant to law Or assessments jmposed by BOvVer-

nmental authority which are applicable to labor
cost of salaries and wages as provided under
sub-paragraphs 2.4, 7 B and Paragraphs 9, 11L.A
and 11.C of this Articlc I1.

Employees Benefits :

Cost of established plans
insurance, hospitalization, pension,
purchase. thrift, and other 1
which are appiicable labor cost of salarecs and

wages of expatriate employees, and for national cm-
ployeus, ail as chargeable under sub-paragraph 2.A.
and Paragraphs 9, 11.A and 11.C of this Acticle 1.
Geverance pay will be charged ata fixed rate apphed

. to payrolls which will equal an amount equivalent O
the maximum liability for severance payments s
required undet the A.RE. Labour Law.

for employees group hfe
cetirement, stock

T

Costs of expenditures O contributions made pu- |
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4. Material : | ; oteghl o g
Mhterial, equipment and supplics purchased or fur- | camyll e sy o1 0 Sttty cladly bl
nished as sch by CONTRACTOR or Operating | i sl ety I lbally il S
Company. ' . uUA.-JL < Ll iﬁ}.ﬂ? _,"J_.Lﬂi
: u-.'.-r‘;'.;-:-“(f)

AY  Purchases :
Material, equipment  and supplies  purchased | 2 3l Wb 580 alt Sl laally sl

ice paid by CONTRACTOR L '
shall be at price pala by TS R R PVIRRIVA PP B JA A §

Operating Company after deduction of all dis-
counts actually received, | , et bile st I
B) Matertal Furnished by CONTRACT OR : ; Jaldl baayy M o) Ju(u)

: .y u chia- . e
Material required for operations shall be pur 3 O LETG ol Sl s JU 5l A GE g A

st directly whenever practicable, cxcept that |

CONTRACTOR may fumish such material [ ¢ J% 3y O Sl e 4T ekl 5, LAY e
{rom COEITR:C’];\OI:’SH:ffﬂia@ 51:&5 mtsidt RRTRIOICR g Ef-Er FUSS TP E IR P
the A.R.E. under the followmg condilions : 1;"3!1 b, 4l U3y

(1) Naw Material (Condition “A”) | | / “(1) e 7 SIRBUAT Y
New material transferred fromh CONTRAG- | . il da e I'l"li‘-' T PR IRE
TOR’S affiliate warchouse or other prope | < A A HE LH0; *-f‘J_“ S ""i‘ 1ol
rties shall he priced at cost, provided that | 47 ¥ b5 WEH oo b o M A
the cost of matesial supplied is vo higher . L )
than international prices for material of W RAT IRV LU I 5 0 A WL IEPRPR VAP
suilar quality mpplied on similar terms ks o Moz L S
prevailing at the tsme such material was | A sdad yp G B B3 B2 ’f:*'" d
supplied. | |
(2) Used Material (Condition “B" and “C”) Co o) B Banrdl sl 1
(2) Material which is in soupd and servi- | . R
ceable condition and ¥ suitable for re- ' 092 Jlai oty Wby lde Bl g 05 _‘-;“ e (i}
use without reconditioning: -shall be | ¥ i, (L) Y st r aaf kY Al
classed as Condition “B” and priced at ' a - ;
seventy-five percent (75%) of the price | e dgddd e o WA B { o Y Grmms
of new matenal. |

(5) Material which canpot be classified as | s S0J, (L) W of Ledl S ¥ A S G
Condition “B” but which is serviceable | MG -’(f) lﬁ‘ﬁl e 3 oM ()

4 4o R g_';-,.! Yo Joeh ubJ'.ﬂ&uL.;_.l

not suitable for reconditioting, shall be e ey ey L e e s .
oo s Gondition “C and pricad | (e o ) Wil gd i b bl
at fifty pescent (50%) of the Pﬂﬂéof’ A dekbd pam o ([ 00 J LA S
new matertal. | = :
(¢} Material which cannot be dlassified as |}y ¢ » 4] TR PRI B R T
] Condition “B” or Goadition “C" shall ‘ R L"‘J”luﬁ_ Gﬂ J'!'( )
be priced at 2 value commensurate L el bl Pl pand
with its use.
(d} Tanks, buildings and other equipnd}vztt Al Toatt SMl e N3 ey gLy éj‘r"' (2)
involving erection costs shall be char- | . e 1g o e LE L
ged at applicable percentage of koc- | 2V 1t ""13"1 Vb L”L"IJ‘ l‘...iﬁl“ju'- , L‘:E:
ked-down new price. - o e EBLA ds
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1

C) Warranty of Malerials Fumished by ARCO S Y - LTTI:Q‘;JJ}H shykl Sl ("}
Egypt Inc. |

L]l - = 1 v - gL -
CONTRACTOR docs not warrant the material okl e ks ] o4 L. 23,5 L;“ AV AR 2 Y
iurnished beyond or back of the dealer’s or manu-
lacturer’s guaranty; and in case of defective ma-
terial credit shall not be recorded until adjusment | ool 5ad Wi i WAl I,L...':' A M Ul @l A Ay
has been .received by CONTRACTOR from | e
manufacturers or their agents. -t 58y 4

1.:-:.: J}J-' 34> :ﬁ-- JJ . .:I_,.H n-‘l‘ C:-.u' _}i {i“"“ FP ‘_5-1”

5. Transportation : | = Al — g

Transportation of employees, equipment, miaterials | akls W A L5901 oy ydly ol cadly b b s
and supplies necessary for the conduct activities . _ o . L .
Employces transportation costs to the extent covered S ( ] i (J syl g b It 3 A ST J-:ii
by established policy of CONTRACTOR or Opera- A POVT I e i U )
ting Company, will include travel expenses for AT Sl iy e AN TN, t Jslak
enployees and their families to and from the emp- | Cle¥ sdlas Ve, sais cuab o8 LoaVIGGYY S ey L)
loyec’s point of origin at the ume of employment, at | oL '. _ e _
time of separation and for vacations and traveling OB o Jied Lk il rfj‘*i‘:'J b Al 2 2y
expenses for employces and their families incurred | -t | NI I L <O
as a result of transfer from one location to another. | - A (ff.f'(;)-’ f'r}uﬂ“’ Sl s R
Transportation costs for employees and their families \ (f:f C) SUE e é,ﬁii LBY fe e ST
from A.R.E. to another location than point of origin ’
shall not be charred to ARE. operations.

0. Serviwces . ekl

A) Qutside services o)W il { 1)
The cost of consultants,  contract services and | goii i d'.:ll PR TR WCAVE VR PLIA L | P
utilities procured from third parties. ' '- o

B) Cost of services performed by EGPC or by CON- | 2541 51 J byl acn gl e s A beadt LS ()
TRACTOR or their Affiliated Companies in | - _ -' .
- e iy (g 0. lo- 3 Jotoz il glad Gn Lt

facilities inside or outside the A.R.E. Regular, il (Cf £ o adHlas a Jlod A
requrring routine services, such as’ interpreting S *:-*L'u"'i Wi deldl S ) dim“’--"{f-’
magnetic tapes and/or other analysis, shall be _,If smabbidll Coleld) s i 55N Ll s
performed and charged by EGPC and/or CON- .. .. s ]
TRACTOR or ther Affillated Companies at an o s ymr ol Jo JFy saF o0 (M W)
agreed price. Major projects mvolving engine- RV P R kU I PR LI TRt . -
cring and design sexvices shalt be performed by ) _ o,

EGPC and/or CONTRACTOR or their Af- | ©Ui=s &odn Sbds Laalliad i ooy 20
filiated Companies at a negotiated contract amou- | Wk Wl ¥4 1,600 _,'i! g A S L0 e
nt..1.lec of EGPC? CONTRACTORs G.I.' their R 38 B SL A A Sl e i 5255 pmun
Affiliated Companies’ wholly owned equipment | o T '
shail be charged at a rental race commensurate | %Wl W o Lt o g Ld Lot F PRECERY
with the cost of ownership and operation but P Jo cladlade Jaliy e WG . T
not in excess of competitive rates currently pre- | : < L S it s
vailing in the ARE. For Exploration, CON- S S sttt

TRACTOR’s and its Affiliates Companies’ rates | J)\db auill bl O oot clld il
shall not include admimstrative overhead costs. . Lk kbl I8 ey 2a U SK
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7.

- and other insurance against habilities of CONTRAC- |

10. Legal Expenses :

e

Damage and Losses :

The cost of any insurance deemed necessary m ac
cordance with good ol ndustry practices by CON-
TRACTOR to tover risk of damages or losses 1o
property, plant and equipment by fire, flood, storm,

theft, accident or any other cause andfall COsts OF ex-
penses necessary to replace or repair damages or
losses mcurred by fire, flood, storm, theft, accident
or any other cause not controliable by CONTRAC-
TOR or Operating Company through the exercise
of reasonable diligence. CONTRACTOR ar Ope-
rating Company shall fumish Non-Operators written
notice of damages or losses incurred in excess of ten |
thousand (10,000) U.S, Dollars per occurrence, as
sooq as practicable after report of the same has been
received by CONTRACTOR or Operaung Company.

Insurance and Claims I:
The cost of any public lmbility, property damage

TOR, Operating Company and/or the parties or
any of them to their employees apd/or outsiders as
may be required by the Laws, rules and regulations
of the GOVERNMENT or as the parties may agree
upon. The proceeds of any such insurance or claim

collected shall be credited against operations. If no
mnsurance i5 carned for a particular risk, all related

actual expenditures incurred and paid by CONTRA-
CTOR or Operating Company m settlement of any |

and all losses, clairns, damages, judgements, and any |
other expenses, including legal services.

Indirect Expenses :

Camp overhead facilities such as shore base, warehou-
ses, water systems, road systems, salaries and expense
of field supervisory personnel, ficld clerks, assistants,

and other general employees indirectly serving the
Area.
l

All costs and expenses of ligationor legal services
otherwise necessaty or expedient for the protection
of the Area, mcluding attorney’s fees and expenses |
as hereinafter provided, together with all judgements |

obtained against the parties or any of them an ac
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wount of the operations ander the Agreemcnt, and
actual expenses ! curred by any party Of partics here
‘o in securing evidence for the purpose of defending
action or clam prosecuted Of urged

Agreement. In the event actions of claims affectong

the interests hercunder shall be handled by the legal
staff of one or move of the parties hereto, & charge
ommensurate with cost of providing and furnishing
such services may be made to operatons.

A} While CONTRACTOR 1s conducting Explora-
fon activites, cost of staffing and maintalnng
CONTRACTOR’S head office in the ARE.,
andfor other offices established m the ARE,

other than ficld offices which will be charged as
provided in . Je 11, Paragraph 2 above.

B) CONTACTOR'S adpinistrative overhead outside
the ARE. applicable to the A RE. Exploration
operation win will be charged each month at

the rate of five percent (5%) of total Exploration
expenditures while CONTRACTOR is conduct-

ing E:ploratim activities amd at the rate of two -
and one half percent (2 1/2%) of total Explorat: |

ion expenditures while Operating Compatly is
conducting Exploraton ctiviies. No other

tages are
(1) Executive  — Time of Executive Officers
(2) Treasury Financial and FExchange

Problems

(3) Purchasing — Procuring materrals, equip-
ment and supplies

(5} Other departments such as legal, comptrol-
lers and enginecrmg which contribute 4me
knowledge and expericnce o the operaton.
The foreguing docs not preclude chargng
for direct service under Sub-paragraph 6.B
of this Article 1I.

|
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12, Taxes :

(3.

l4.

1

Other Expenditures :

C) While Operating Company is conducting acti-

U e b WRTY L G T ke AT ()

vities, Operating Company’s persoine]l engaged
m general clerical and office work, supervisors
and officers whose ume 15 generally spent
the mam office and not in the field, and all

cmplayees gencrally considered as general and
administrative and not charged to other types
of expense, will be charged to operations, Such
expenses shall be allocated each month between

Exploration 'and Development operations accor-
ding to sound and pracucable aocounting

methods.,

All raxes, duties or levies paid in the ARE. by CON-
TRACTOR or Operating Company with respect to
this Agreement other than those covered by Paragraph
(£} {1) of Artcle IIT of the Agreement.

Continuing CONTRACTOR Costs :

Costs of CONTRACTOR'S -activities reqanred under
the Agreement and incurred exclusively in the AR E.
after Operating Company i1s farmed. No sales ex-
pense incuwited outside the ARE. may be recovered
as a cost.

Any costs, expenses or expenditures, other than those
which are covered and dealt with by the foregoing
provisions of this Article 11, incurred by CGONTRAC-
TOR or Operating Company under approved Werk
Programs and Budgets.

ARTICLE ITI
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INVENTORIES

Periodic Inuentories, Notice and Representation ;

At reasonable intervals as agreed upoa by EGPC and
CONTRACTOR, inventories shall be' taken by Ope-
rating Company of the operations material which
shall mnclude all such material, physical assets and
construction projects. Written notice of intention
to take inventory shall be given by Operating Comi-
pany to EGPC and CONTRACTOR at least thirty
301 days before any inventory is to begin so that
EGPC and CONTRACTOR may be represented
when anv inventorv is taken. Failure of EGPC
and /or CONTRACTOR to be represented at an in-
ventory shall bind them to accent the inventory taken
by Operating Company, who shall n that event fur-
nish the party not represented with a copy theyeof. |
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Reconctliation and Adjustment of Invenfories

Reconciliation of Inventory shall be made by CON-
TRACTOR and EGPC, and a list of overages
and shortages shall be jomdy determined by Opera- |
ting Company and CONTRACTOR and EGPC,
and the mmventory adjusterd Operatmg Company.

ARTICLE IV .
COST RECOVERY

Statements for Recovery of Costs and of Cost Reco-
vexy Crude Ol :

ARCO Egypt Inc. shall, pursuant to Article V1I
of the Agreement, render to EGPC as promptly as
practical but not later than thirty (30} days after |
receipt from Operatung Company of the Statements
for Development and Exploration Activity for the
fast month of a2 quarter a statement for that guarter

showing :
i ) Recoverable costs carried from the previous

quarter, it any.
i1} Recoverable costs mcurred durmg the quarter.

111} ‘Total recoverable costs for the quarter, (1) 4+ (i), |

iv) Value of Cost Recovery Crude Oil taken and sepa- |
rately disposed of by CONTRACTOR for the |

quarter.

v} Amount of costs recovered for the quarter. J‘

w1} Amouat of recoverable costs carried into the suc-
ceedemg quarter, if any. |

vii) Excess, if any, of the value of Cost Recovery
Crude Ol taken and separately disposed of hy
CONTRACTOR over costs recovered for the |

quarter.

Payments :

.1'1' such statement shows an amount due EGPC, pay-

ment of tha: armoumt shall be made in U.S. Dollars |
by CONTRACTOR to EGPC with the rendition

of such stateinent,
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. Audit Right :

EGPC shall have a period of twelve (12) months
from receipt of any statcment under this Asticle IV

in which to audit and raise objection to any such
statement. EGPC and CONTRACTOR shall agree

on any required adjustment. Supporting documents
and accounts will be availablec to EGPC duning said
twelve (12) months penod.

ARTIcLE ¥
CONTROL. AND MAJOR ACCOUNTS

i. Exploration Obligation Control Accownts :

CONTRACTOR.  will establish an Exploration
Obligation Control Account and an offsetting contra
account to conwol therein the total amount of
Exploration expenditures reported on Statements of
Activity prepared pev Article 1. 2. A. hereol, less any
reductions agreed to v EGPC and CONTRACTOR

following written exceptions tken by a Non-Operator
pursuant to Article L 3. A. hereof, in order to deter-

mipe when minimwn Exploration Obligatons have
been met.

3. Cost Recovery Control Account :

CONTRACTOR will establish a Cost Recovery
Control Account and an offsetung contra account to
control therein the amount of cost remaining to be
recovered, if any, the amount of cost recovered, and

the value of Excess Cost Recovery Crude Qil, if any.

3. Major Accounts :

For the purpose of classtying costs, €xXpenscs and
expenditures for cost recovery as well as for the pur-
pose of establishing when the Exploration obligation
has been met, costs, expenses and expenditures shall
be recorded in major accounts including the foliow-

ing |

a} Exploration Expenditures.

p) Development Expenditures other than Qperating
Expenses.

¢} Operating Expenses.

Necessary subaccounts shail be used.

Revenue accounts shall be maintained by CONTRAC- |

TOR 1o the extent necessary for the control of recovery
of costs and the treatment of Cost Recovery Crude oil.
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